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13EF'ORE Til E F'LOH ID/\ PUI3LIC SERVI CE COMMI SS ION 

IN RE: Amendment of Rules 25-4. 0175, 
25 - 6 . 0 436 , and 25- 7 . 045, F . /\.C . , 
Deprec iation for Tele pho ne , Electric , 
and Gas Utilities . 

DOCKET NO. 9107 4 7 - PU 

ORDER NO. 

ISSUED : 9/23/91 

NOTICE Of RULEMAKI NG 

NOTICE is h e r eby given t hat the Commission, p ursuant t o section 

120 . 54 , florida Statutes , ha s i ni iated rulemak i ng to a mend Rules 25 -

4.017 5 , 25 - 6 .04 36 , and 25- 7 . 045 , F.A.C., relating t o d e preciation for 

telephone, electric, a nd gas util ities . 

The attached Notice of Rulemaking (25 - 7 . 0 4 5, d e precia t ion for g as 

utilities) will appear in the September 27 , 1 99 1 , e d ition of the 

Florida Administrat ive Weekly. If r e quested, a h ea r i ng will be held 

at the followi ng time and place : 

9 : 30 a . m., Mo nday , December 2 , 1 991 
Room 12 2 , Fletch e r Bu ilding 
10 1 East Gai nes Street 
Tallahassee , Florida 

I 

Written requests for hearing a nd written comments o r s uggestions o n I 
the r ules must be r ece ived by the Di r ect o r, Division of Reco rds and 

Reporting, Florid a Public Serv ice Commission , 101 East Gaines Street, 

Tal lahassee , FL 32399 , n o later tha n October 18, 1991 . 

By D~rect ion of the Florida Public Service Commissio n, : h 1s 

2Jrd day of Sfl'TEHBtR 1991 

( SE AL) 

WEW 

amd91 7 47.cjp 

~ Direc tor 
Divis ion of Records & Re porting 
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FLORIDA PUBLIC SERVICE COMMISSION 

DOCKET NO . 910747-PU 

RULE TITLE: 

Depreciation (Gas) 

1/ :Z I 

RULE NO.: 

25- 7 . 04 5 

PURPOSE AND EFFECT : The purpose of the amendment to this rule is to 

implement minor procedural changes i n the Commission's requireme nts 

rega r ding d e preciatio n for g~s utllities . The effects of the rule 

a mendment are : 1) Gas util ities would be required to file 15 copies 

of depreciation studies r athe r than the current requirement of 10 

c opies. 2) The Commission would be able to establish the effective 1 date f o r preliminary booking or depreciation rates by i ssu i ng an 

o rder without he current requi r ement of a prior request by the gas 

utility . J) Gas utilities would be allowed to incorporate certa1 n 

depreciation r elated information a s part of the Annual Report. Th1s 

information would no longer be filed s epa r a tely wi th the Division o f 

Audit i ng and Financial Ana lys is . 

SUMMARY : The rule amendments wo uld ~llow for ruor e effic1ent 

processing and analysis of depr ecia t ion information f o r ratcmaking 

purposes by imple menting minor procedural changes to the Commissi o n ' s 

requirements. 

RULEMAKING AUTHORITY: 350.127(2), 366 . 05 (1), F.S. 

LAW IMPLEMENTED : 350 .11 5 , F.S . 

I SUMMARY OF THE ESTIMATE OF ECONOMIC Il-tPACT OF THE~E RULES : Gas 

companies would i nc ur very ~ma ll increa~es in r eproduc tion cos's due 
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to the five (5) addit ional copies of depreciation studies which would 

be filed with the Commission. The addition of information o n 

c urrently effective recovery and amortization schedules will only 

slightly i ncrease work for the gas companies because the i n formation 

is currently available . The gas companies would real ize a slight 

decrease in costs due becau~e they will no longer be required to 

submit separate depreciation related information with the Division 

of Auditing and Financial Analysis . 

WRITTEN COMMENTS OR SUGGESTIONS ON THE PROPOSED RULES MAY BE 

SUBMITTED TO THE FPSC , DIVISION OF RECORDS AND REPORTING , WITHIN 21 

I 

DAYS OF THE DATE OF THIS N01'ICE FOR INCLUSION IN THE RECORD OF THE I 
PROCEEDING . IF REQUESTED WITHIN 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, 1991 

PLACE: Room 122 , 101 East Gaines Street, Tallahassee , Florida. 

THE PERSON TO BE CONTACfED REGARDING THESE RULES AND THE ECONOMIC 

IMPACT STATEMENT IS: Director of Appeals , Florida Public Service 

Commission , 101 Eas t Gai nes Street, Tallahassee, Florida 32399 

THE FULL TEXT OF THESE RULES ARE : 

25- 7 . 0 4 5 Depreciation. 

(1) For the purpose of this part, the followi ng definitio ns 

shal l apply: 

(a) Category or Category of Depreciable Plant - A grouping of I plan t for whic h a deprec iation rate is prescribed . At a minimum it 
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should include each plant account prescribed in Rule 25-7.046, F . A. C. 

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

date of study or implementation of proposed rates. 

(c) Mortality Data - Hi s torical data by study category showing 

plant balances , additions, adjustments a nd 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 un its (usually 

expressed i n dollars) added each calendar year. 

2. The number of plant items retired (usually expressed in 

dollars) each year and the distribution by years of p lacing of 

such retirements . 

3 . The net increase or decrease resulting from purchases , sales 

or adjustments and the distribution by years of placing of 5uch 

amounts . 

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

dol lars) at the end of each year and the distr ibution by years of 

placing of such amounts. 

(d) Remaining Life Method The method of cal c ulating a 

d epreciation r ate based on the u nrecovered plant balance , less 

average future net sal vage and the average remaining life. The 

formula for calculating a Remaining Life Rate is : 

Remaining Life ; 100\ - Reserve \ -Average Future Net Salv«gc \ 

Rate Average Remaining Life in Years 
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(e) Reserve Data - Historica l data by study category s howing 

r eserve balances , debits and credits , such as booked deprec iatio n 

expense, salvage and cos t o f removal, and adjustments t o the reserve 

utilized in monito ring r eserve activi ty a nd posi tion. 

(f) Reserve Deficiency - An inadequacy in the reserve of a 

category as evidenced by a comparison of tha t r eserve indicated as 

nec essary under current projections of l ife and salvage w1th that 

r eserve h istorically accrued . The latter figure may be ava i lable 

from the utility ' s r ecords or may r equire retrospec tive c alculation. 

I 

(g) Reserve Surplus - An excess in the reserve of a ca t egor y as 

evidenced by a comparison of that: r eserve indicated as necessary I 
u nd e r current p r oject1ons of life and s alvage wi th that r eserve 

historically acc rued. The l a tter figure may be avail blc from the 

utili ty ' s records o r may require retrospective calculation. 

(h) Salvage Data - His t o r i cal data by study category s ho wing 

bookings o f r etirements, gross sa lvage and cost of removal used in 

a nalysis of trends in gross s alvage and cost of remo va 1 o r for 

c alculations of rea lize d salvage. 

(i) Theoretical Rese rve or Prospective Theoretical Reserve - A 

calculated r eserve based o n compo ne nts o f the proposed rate using the 

tormula : 

Theor etical Reserve = Book Investme nt - Future Accrua l s -

Future Ne t Salvage . 

(j) Vintage - The yea r ot placement of a group o f plant items o r I 
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investment under study. 

{k) Whole Life Method The method of calculating a 

depreciation rate based on the Whole Life (Average Serv ice Life) and 

the Average Net Salvage . Both life and salvage compone nts are the 

estimated or calculated composite of r ealized experience a nd expected 

activity. The formula is: 

Whole Life Rate 1001 - Average Net Salvage 1 

Average Service Life in Years 

(2) (a) No utility may c hange any existing depreciation rate o r 

initiate any ne w depreciation rate without prior Commission approval . 

(b) No utility may reallocate accumulated depreciation reserves 

among any primary accounts and s ub- accounts without prior Commission 

approval . 

(3) (a) Eac h utility shal l maintain depreciation rates and 

accumulated depreciation reserves in accounts or s ubaccounts as 

pr escribed by Rule 25-7 . 046, F . A. C. Utilities may maintain further 

sub- categorization. 

(b) Upon establis hing a new account or subaccount 

c lassification , each utility s hall request Commission approval of a 

depreciation rate for the new plant category. 

{ 4) A util i ty filing a depreciation study, regardless if a 

c hange in rates is being requested or not, s hall submit to the 

Commission Clerk ' s off ice ..lif~ -t:en copies of the i n formation 

required by paragraphs (6) (a) through (6) (f) and (6) (h) of this 
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ru le and at leas t three copies of the information required by 

paragraph ( 6 ) (g). 

(5) At the ~eq~~ility and ~~pon Commission approval 

by order establishing an effective date, the utility may reflect on 

its books and records the implementation of the proposed rates, 

subject to adjustment when final depreciation rates are approved. 

(6) A depreciation study shall include : 

(a) A comparison of current and propose d 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 effec t i ve date . 

(b) A comparison of annual depreciation expense resulti ng from 

current rates with those produced by the proposed rates for each 

category of deprecia ble plant. The plant balances may involve 

estimates. Submitted data including plant and reserve balances or 

company planning involving estimates s hould be brought t o the 

effective date of the proposed rates. 

(c) ~ ~Recovery and amortization schedules currently in 

effec t should be i nc luded with any new filing showing total amount 

amortized, effective date , length of schedule, annual amount 

amortized and reason for thQ ame~~n schedule. 

(d) A comparison of the accumulated book reserve to the 

prospective theoretical reserve based on proposed rates and 

components for each category of depreciable plant t o whic h 

I 

I 

I 
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depreciation rates are to be applied . 

/ ·' 
I ~ 

(e) A general narrat ive describing the service environment of 

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

physical conditions, leading to the present application for a 

revis ion in rates . 

(f) An explanation and justification for each study category of 

depreciable plant defining the specific factors that justify the life 

and salvage components and rates being proposed . Each explanation 

and justification shall inc lude substantia ing factors utilized by 

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

conditions, trends . The explanat i o n and j ustification sh~ll discuss 

any proposed transfers of reserve between categories o r accounts 

intended to correct deficient or surplus reserve balances . It should 

also state any statistical or mathematical methods of analysis or 

calculation used in design of he category rate. 

(g) The filing shall contain all calculations, an<1lysis and 

numerical basic data used in the design of the depreciation rate f o r 

each category of depreciable plant . Nume rical data shall include 

plant activity (gross additions, adjustments, retirements, and plant 

balance at end of year) as well as reserve act1vity (retirements , 

accruals for depreciation expense , salvage , cost of removal, 

I adjustments , transfers and reclassitications and reserve balance at 

end of year) for each y~a r of activity from the date of the last 
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s ubmitted study to the dn~e of the present study . 

possible, data involving re irements should be aged. 

To the degree 

(h) The mortality and s alvage data used by the company in the 

depreciation rate design must agree with activ ity booked by the 

utili ty. Unu s ual transac.:tions not included in life or salvage 

s tudies, e . g ., sales or extraordinary retirements , must be 

s pecif ica lly enumerated and explained. 

(7) (a) Utilities shall provide calculations of d e preciation 

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

I 

use of these methods is required for a 11 depreciable c ategories . 

Utilitieo may submit additional studies or methods for consideration II 
by the Commission . 

(b) The possibility of corrective r eserve transfers shall be 

invest igated by the Commission prior to changing depreciation rates . 

(8) (a) Each company shall file a study f or each category of 

depreciable property for Commission review at least once e very five 

years from the s ubmission date o f the previous s tudy unl~ss otherwi se 

required by the Commission. 

(b) A utilitt proposing an effec.:tive date of the beginning of 

its fiscal year shall submit its depreciation study no later than the 

mid-point of that fiscal year. 

(c) A ut ility proposing a n effective date coinciding wi th the 

expected date of additional revenues initiated through a rate case I proceeding s hal l subrni t its depreciation study no later than the 
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429 

(9) As part of €efleur-r- nt: # h the filing of the annual r eport 

under Rule 25-7 . 01 4 (3) , F . A.C ., eac h utility shal l i nc lude~ an 

a nnual status report ~he Commissio~n of A~~ing o ne 

Fina neial An~~ . The report shall inc lude booked plant activ~ty 

(plant balance a t the beginning of the year . additions, ad j ustments, 

t r ansfers , r eclassifications , retirements and plant balance at year 

e nd) and reserve activi t y (reserve b~lance at the beginn ing of the 

year. r etirements, accruals , sa lvage, cost of r emoval , ad jus t ments, 

t rans fers , r eclassificat ions and r eserve balance a t end of yea r ) for 

I each cat egor y of inves mont f or whic h a deprec iation rate~ 
amortizati o n schedule . or capital r ecovery schedule has been 

appro ved . The r eport s hall indica te for each catego r y that : 

(a) The r e has been no change of plans o r utility experiences 

r e quiring a revision o f the rates , amorti zation. o r capital recovery 

schedules ; or 

(b) Ther<' has been a c hil nge ~-ans requiring a r evision o f 

r a tes , amortizatio n, or capital r ecovery schedules . 

For any ca e gory whe r e cur r ent conditions indica t e a need f or 

r e vis ion of depreciation r ates , amortization. or capi tal recovery 

schedules and no revi sion is sought, the report s hall explain why no 

revision is reques t ed . 

I (1 0) (a) Prior t o the dat~ of retirement o f maj o r i ns tallatio ns , 

the Commissio n may approve capit.l l r ecovery schedules t o corr ect 
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associated calculated def iciencies whe re a utility demonstrates that 

( 1) replacement of an insta llation or group of installations is 

prude nt, and (2) the associated investment will not be recovered by 

the time of retireme nt thro ugh the normal depreciation process . 

(b) The Commission may approve a special capital recovery 

schedule when an installation is designed for a specific purpose or 

for a limited dura tion . 

(c) Associa t ed plant and reserve activity, balances and the 

annual capita 1 recovC'ry schedule expense must be maintained as 

subsidiary records . 

Specific Autho rity: 350.127 (2) I 366.05(1) I F . S . 

Law Implemented : 350 .11 5 , r . S . 

History : New 11/20/82 , Amended lfJ/8 5 , formerly 2!.--7 .4 5 , Amended 

4/ 27/88 , ___ _ 

NAME OF PERSON ORIGINATIHG PROPOSED RULES: Pat Lee , Divis1on ot 

Auditing and Financial Analysis 

NAME OF cuPERVISOR OR PERSON(S) WHO APPROVED THE PROPOSED RULES : 

Florida Public Service Commiss ion 

DATE PROPOSED RULES APPROVED: September 10 , 1991 

If any person decides to appeal any decision of the Commission with 

respect to any matter conzidered at the rulemaking hearing, if held, 

a record of the hearing is necessary. The appellant must ensure that 

a verbatim record , including testimony and evidence forming the basis 

of the appea 1 is made. The Commission usually makes a verbatim 

I 

I 

I 



I 

I 

I 

ORDER NO. 
DOCKET NO . 
PAGE 12 

250Pb 
910747-PU 

record of rulemaking hearings . 

.., 
431 
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