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BEFORE THE FLORIUA PUBLIC SERVICE COMMISSION 

IN RE : Amendment of Rules 25- 4.0175, 
25- 6 .0436 , and 25-7 . 045, F.A . C. , 
Depreciation for Telephone , Electric 
and Gas Utilities. 

DOCKET NO. 910747-PU 

ORDER NO. 25422 

ISSUED: 12/2/9 ! 

NOTICE OF ADQPIION OF RULE AMENDMENTS 

NOTICE is hereby given that the Commission, pursuant to 
section 120 . 54, Florida Statutes, has adopted the amendments t o 
Rules 25-4. 0175 , 25-6.0436, a nd 25-7 . 045, F . A. C. , relating to 

depreciation for telepho ne, electric, and gas utilities without 

changes. 

Rule amendment 25-4 . 0175, F . A.C. , was filed with the 

Department of State on November 22 , 1991 and will be effective on 
December 12, 1991. A copy of the relevant portions of the 

certification filed with the Secretary of State is a t tached to this 
Notice. 

This docket is closed upon issuance of this notice. 

By Direction of the Florida Public Service Commisq ion, this 
2nd day of DECEMBER 1991 

(SEAL) 
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LE Director 
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CERTIFICATION OF 

PUBLIC SERVICE COMMISSION AOMIUISTRATIVE RULES 

FILED WITII THE 

DEPARTMENT OF STATE 

... .. .. . .. . , .. 
I do h e r eby c e rt i fy: 

J.Y:. / (1) The time li~itation~ prescribed by paragraph 

l20 . 5 4(ll }(a), F. S ., ha ve been complied with; a nd 

( 2) There i s no administrative determination under 

section 120 . 54 ( 4) , F. S ., pe nding o n any rule covered by this 

c e rti fica t ion ; and 

LXI ( J) All rules covered by this cert ification are filed 

within the p r escribed time limitations of paragraph 120 . 5 4 ( 11 } (b) , 

F . S . The y are file d not less than 28 day!i after t h e not ice 

requir ed by s ubsection 120 . 54 ( 1}, F.S ., and ; 
' . 

L'6/ (a) And a re filed not. more than 90 days a (ter the 

notice ; o r 

L l (b ) Are filed no t more than 90 days a.fter the notice nol 

including days a n administrative determination was pending; o r 

L_/ (c ) Are filed within 21 days a!ter the adjou onment of 

the final p u blic hearing on the rule ; or 

1_/ (d) Arc f iled wi t hin 21 days af er the date of rece ipt 

of al l material authorized to be s ubmitted at the hearing; or 

j_J ( e) 
' I 

Are f iled with in 21 d a y s after the d a te the 

t ranscr i pt was rece i ved by t h is agenc y . 

Attached are t h e original and two copies of each rule covere d 

by this certificat ion. The r u les are hereby ado pted by the 
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undersigne d agency by and upon thei r fili ng wi t h tho De partment o f 

stat e . 

Ru le No. 

' 25-4. 017 5 

Rulemaking 
Authori ty 

. 350 . 127 ( 2 ) 

Speci fic Law Being Implemented, 
Interprete d or 
Hade Specific 

"350 . 11.5, "'Jli 'l . OJ 

Under the provis ion of para graph 120.54(13)(a), F . S. , the 

rules take effect 20 days from the date filed with he Ocp&rtme nt 

of State or a later date as set out below: 

Effective: 
(month) 

( S E A L) 

adp91747 . cjp 

Director , pi -:ris i .on ~f Records & Repor~ing 
Title 

Humber of Pages Certified 
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4 
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8 

9 

10 

ll 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

25-4.0175 Depreciation. 

( 1 ) For t h e purposes of this part, the tollowing def~nitions 

s h a ll apply: 

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

Pla n t for which a depreciation rn ·e 1s prescribed. At a min imum it 

should include each plant accoun t presc ribed in Rule 25-4. 0 17 , 

F.A . C. 

( b) Embedded Vint ge - A vintage of plant in service as of 

the da t e of s tudy o r impleme ntatio n of proposed rates . 

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

depr eciation rate based on the llfe expectations of the units 

cons t itu ting a vintage group. The vintage group is divided into 

s ub-groups, each of whic h is expec ted to live an e qual life. The 

r equired capit al recovery for the vintage is then t~ c summation o f 

the r e qu i r ements for each equJl life group . As an example : A 

v intage consists of three $100 units , A, B, and C , expected o live 

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

wi l l require annual accruals of $50 , $25, and $ 2 0 respectively in 

t he following m~nner : 

A 

B 

c 

Vi nta g e Tot a l s 

Accruals in Years 

$50 

$2 5 

$ 20 

$95 

2 

50 

25 

20 

$95 

) 

25 

20 

$45 

5 

25 

2 0 20 

$ 4 5 $20 

CODING: Words underl i ned aro additions ; words in 
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1 (d) Mortal ity Data - Historical da a by s tudy ca egory s howing 

2 plant balances , additions , adjustments and retirementn, used in 

J analyses for life indications or for ca l cu l ations of r ealized l ife . 

4 Preferably, this i s aged data in accord with the f o llowing: 

5 1. The number of plant items or e qu ivalen t units (us ually 

6 expressed in dollars) added each calendar year. 

7 2. The number of p lan t items r etired (unually expressed in 

8 dollars) each year and the distribut1on by years of placing 

9 of s uc h ret1re ments . 

10 J . The not increase or dec r ease res u lting from purc hases , sales 

11 or adjustments , and the distribution by years o f placing o f 

12 such amounts . 

lJ 4. The number that remains in service (usually expros~ed in 

14 dollars ) at the e nd of each year and tho d istribution by 

1 5 years of placing of such amounts . 

1 6 (e ) Remaining Life Method The method of calculating a 

17 d epreciation rate based on the unrecovered plant balance, l ess 

1 8 average future net salva g e and he average remai ning life . The 

19 formula for calculating a Remaining Li!e Rate is : 

20 Remaining Life • 100\ - Reserve\ - Avrr~gc Future Net Salyage\ 

21 Rate Average Remaining Life in Years 

22 (f) Reserve Datu - Historica l data by s tudy category s howing 

23 r eserve balances , d e bits and c r edits s uch as bookc J d e preciation 

24 expense, salvage and cost of r emoval and a djus tments to the reserve 

25 utilized in monitoring reserve activity and position. 

COOING: words underlined ere additions; wordo in 
aer~ek~~u~h type are dele tions from existing law. 
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1 (g) Reserve De f iciency- An inadequucy in he reserve o f a 

2 category as evidenced by a comparicon of that reserve indicated as 

J necessary under current projocL'on~ o f lifo and sa lvage with that 

4 reserve historically accrued. Tho latter figure may be available 

5 from the company' s records or may r equire retrospec tive calculation. 

6 (h) Reserve Surplus - An excess in the reserve o f a category as 

7 evidenced by a comparison of hat reserve ind icated as necessary 

8 u nder current projections of life and salvage with that reserve 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

2 5 

h istorically accrued. The latter figure may be available from tho 

company ' s records or mny require retrospective Cdlculation. 

(i) Salvage Data - llis torical data by study category showir.y 

b ookings of retirements , gross salvage and cost of r emoval used in 

analysis of trends in gross sa lvage and cost of remov41l , or for 

calculations of realized salvage. 

(j) Theoreti cal Reserve or Prospective Theoretical Reserve - A 

calculated reserve based on components of the proposed rate , using 

t he formula: 

Theo r e t ical Reserve • Oook Investment - future Accruals - future 

Net Salvage 

(k) Vi ntage - The year of placement of a group of plant items or 

investment under study. 

( l) Whole Lifo Method -The method of calculat1.ng a depreciation 

r ate based on tho Whole Life (Ave rage Service Life and the Average 

Net Salvage. Both life and sa lvage components are tho estimated or 

cal culated composite of r lized experience and expected activity . 

COOING: Words underlined are additions; word~ in 
&tr-ttelt ~h~h type arc deletions from existing law. 
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1 The for mula is: 

2 Whole Life Rate • 100\ - Average Net Sal vage\ 

J Ave rage Servic e Life in Yea r s 

4 (2) (a) No uti lity may change any existing deprecia tio n rate or 

5 i n itiate a ny new depreciation rate without prior Commiss ion approval. -· . 
6 (b) No utility may real l ocate accumu lated depreciation reserves 

7 among any primary account$ and $ Ub- accounts without p rio r Commission 

8 approval. 

9 (3) ( a) Each utility shall maintain depreci "' ti o n ra t es and 

10 accumulated depreciation reserves i n accounts or subaccoun t:s a s 

11 prescribed by Rule 25-4.017!, F . A. C . Utilities may maintain furth e r 

12 s ub-categorization. 

13 (b) Upo n establishing a ne w account or s ubacco unt: 

14 classification, each utili t y shall reques t commi ss i o n approva l of a 

15 depreciatio n rat e for the new plant category. 

16 (4) A utility fil inq a depreciation s tudy, regardless if a 

17 change i n rates is being r equested or no t, shall submit t o thu 

18 Commission Clerk' s Office the original and fifteen -t:efl copies of the 

19 information require d by paragraphs ( 6 ) (a) through (6) ihl +9+ o f 

20 this rule and a t leas t three copies of the information r equire d by 

21 paragra h (6) iil fht. 

22 ( 5) ~e-t"'t..><quese--eE-the-u~nd y upo n Commission appro val 

23 by order establishing an efeective date, the util t ty may reflect on 

24 its books a nd records the implementa t. ion of the propos ed rates, 

25 subject to adj ustment whe n final depreciation rates are approved. 

CODING: Words underlined arc additions; words in 
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1 1 

1 2 

13 

14 

15 

1 6 

17 

18 

19 

20 

21 

22 

23 

2 4 

25 

( 6 ) A depreciation s tudy s hall include: 

(a) A comparison of current and proposed deprecia ion r ates a nd 

compo ne nts for each ca egory o f depreciable plant. Current rates 

s h a ll be identified as to the off c ivc date and proposed rates as 

to th~ proposed effective date. 

(b) A comparison of annual depreciation expense , as of the 

proposed effective da te , resul t ing from current rates with the 

expense p r oduced by t he proposed rates for each category of 

depreciable plant. The plant balances may involve estimates . 

Submitted data including plant a nd reserve balances o r company 

planning involving estimates shall be brought to the effective date 

of the proposed rates. 

(c) A compariso n of annual depreciation expense rosultlng from 

current r a t es wi th the expense produced by the propos<.>\.1 rates 

allocated to interstate ~oll, intrastate toll and other, based o n the 

~2 month average plant balance coinciding with the accounting period 

in whic h proposed depreciation rntes arc to become e ffective . 

(d) Each r ecovgry and amor tization schedul e cyrrently in effect 

~hould be Jncluded with a ny new filing ~bowing to al amount 

amortized, effective date. length of 5Chedy le . annual amount 

amorti?.cd and rea~on for thQ schedul e . 

(d~) A compat lson of the occumula cd book reserve to the 

pros pective theoretical reserve based on propvsed rates and 

componen t s f or eac h cat eg o ry of depreciab le plant to whic h 

d epreciation rates are to be applied . 

CODI NG: Words underli ne d arc addition~ ; words i n 
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1 (e!) A general narra ive describ1ng Lhc service e nviro nment o f 

2 the applicant compa ny and the !actors, e.g., growth, technology , 

3 phys ical cond itions necessita ing a rcvi~ion i n ra Ps . 

4 (fg ) An expl anation and justificat1on for each study category of 

5 depreciable plant defin i ng tho specific factors th.:lt Justify the life 

6 and salvage components and rates being proposed. Each explanation 

7 and justif ication s hall include substantiating factors utilized by 

8 the company in the design of the depreciation rates for the speci fi c 

9 category, e.g., company planning, growth, t echnology , physica l 

10 c o nditions and trends . The explanation and j ustification shall 

11 discuss any proposed tra nsfers of reserve between categor ies or 

12 accounts intende d to correct deficien or surplus reserve balances . 

13 It s hould also stat e a ny statistical or mathema t ica l methods of 

14 analysis or calculation used in design of the category r.:1te . 

15 (gb) The mort~ lity and sa lvage data used by the compan~ in Lhe 

16 de preciation rate design must agree with activity booked by the 

17 u t ility. Unus ual transactions not included in life or sa lvage 

18 studies , e .g., sales or extraordinary retirements , mus t be 

19 specifically enumerated a nd explained. 

20 (hi ) The fil i ng s hall contain all calcu l ations , analysis and 

21 numerical oasic data used in the design of the depreciation rate for 

22 each category o f d e preciable pla nt. Numerica l data s hall include 

23 plant activ i ty (gross additions , adjustmPnts , r etir1ments and plant 

24 balance at end of year) as well as r eserve activity (retirements , 

25 accruals for d epr eciation expense , sa lvage, cost of removal, 

CODING: Words underlined are additions ; words i n 
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20 
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adjus tment s or tran~fers and reclas~ificntion~ . a nd res erve b lance 

at end of year) for each year o f ac ivity from the date of the last 

s ubmitted study to the date of th~ pre~ent s tudy. To t h e degree 

possible, data involving retirement~ should be aged . 

(7) (a) Uti lities shall prov1do ca lcula ions of depreciatinn 

rates using both tho whole life method and the remaining life method . 

The us e of the~e methods is required for all deproci~ble categories. 

Companies may s ubmit additional s tudies o r methods tor consideration 

by the Commi ssion. 

(b) The possibility of corrective reserve trans fers shall be 

i nves tigated by the Commission prior to c h a nging d epreciation rates . 

(8 ) (a) Each company shal l file a s tudy for each category of 

depreciable property for Commission review at l east once evety three 

years from the s u bmission date of the prev ious study unless oth rwise 

required by tho Commission. 

(b) A utility proposing an effective date of the beginning of 

its f iscal year s hall s ubmit its depreciation study no later than t he 

mid-point of tha t fiscal year . 

(c ) A ut ility proposing an effectiv(> date coinciding with the 

expect ed date o f additional r evenues initiated through a rate case 

proceeding shall s ubmit its depreciation study no later than the 

filing date of its Mi n 1mum Filtng Requirements . 

(9 ) Included as pat t of Coneu~~tt t:h e-f-i+MUJ-< f the annual 

report fil ed purs uant to Rule 25-4 .018, F.A.C. , each company s hal l 

provide Schedule D-5a . Ana lysis of Pla nt I n Service . and Schedule B-

CODING: Words underlined are additions ; wo rds in 
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1 5b . Analysis of Accumulil ed P<au:sg,iation .f.i-1 <ln nnuu l-s :utu· po 

nd-F-t niln<HiH-Ano+ys i~ , 

3 as set: f""<>~:H>w. Sc cdul<' ll-5a 'l'h~por s ha 11 inc lude boo}' ad 

4 fplant activity .... {pl an t bola~e a the bgginJ.')ing o f thf' yc>nr. 

5 additions, adjustments, tran~fcrs , rccla:::r-i i~a · 2ll.;L r <: tircmcnt::. , 

7 Schedule B-5b shall includ~ a nd t ~serve activity (re:::crve bplp nce at 

8 the beginning of the year. retirements , accrual~ , salvage, cost of 

9 removal, adjustments, tra ns fers , reclassifications anu reserve 

1 0 balance at year end) for each category of investment fo1 whic h a 

11 depreciation raLc . amorti za tion schedule, or cvpit.d rr>covery 

1 2 schedule has been approved. These s hall 

13 indicate for each category that (a) there has been no chany<' o t 

14 plans or utility expe rience r equiring a revision ot ro e~~ 

1~ amortization. or caei ta 1 rccov<'ry schedyles or (b) Lhe r e has been .1 

16 change requir ing a revis i on of the rates . amortization . or c~pita l 

17 recovery schedule:; . For each category whe r e c urre nt cone.! i Llons 

18 indicate a need for r evision of de preciation rates~_JLmort jzatloo . o r 

19 capi t a l recovery schedule-. .Jnd no revision i!: sought , the report 

20 shall expla i n why no r evi!: i on is reques ted. 

2l Specific Authority : 3~0.127(2), F.S. 

22 Law Implemented: 350.1 5 , 364 . 03, F. S. 

23 History: New 9/8/81, Ame nded 1 2 /13/83 , 1/3/85 , f ormcrl• 25-4 .1 7~ , 

24 Amended 4/27/88 , 

COOING: Words underlined arc additions; words in 
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Rule 25-4. 0175 
Docko No . 9 107 47-PU 

S'l'AT E.MEUT OF FACTS JI.NO CIRCUMSTANCES 
JUSTIFYING RULE 

The propo~ed amendment~ t o Rule 25-4.0175 , P.A.C ., arc nece~sary 

to implement several relati vely minor procedural chango~ i n the 

Commission ' s r e qui r e ments for he fili ng of depreciation related 

i nformation by Telephone Companio~. Commissi o n staff recommended 

these ame ndments to improve tho content of the dcprc~i~tion 

information which is filed with tho Commission and to milke the 

process more efficient for the Commission and the Telephone 

Companies. 

STATEMENT ON FEDERAL STANDARDS 

The p roposed rule amendments do not c~tnblish s t a ndards which are 

more restric tive t han federal standards rega rding deprcciatio~ 

studios . 

STATEMENT OF I MPACT OU SHALL BUSINESS 

Thoro is no impnct on s mall bu~lncss cau sed by those amendme nts 

because none of tho Telephone Companies affcc cd by Rule 25-4. 0175 

arc defined as ~mal l bu~inesses . 

417 
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