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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: Amendment of Rules 25-4.0175 , 
25-6 . 0436 , and 25-7.045, F.A.C., 
Depreciation tor Telephone , Electric 
and Gas Utilities . 

DOCKET NO . 910747-PU 

ORDER NO. 25 420 

ISSUED : 12/2/91 

NOTICE Of ADOPilON OF RULE AMENDMENTS 

NOTICE is hereby given that the Commission, pursuant to 
section 120.54, Florida Statutes, has adopted the amendm~nts to 
Rules 25-4.0175, 25-6.04 36 , and 25-7.045, F .A.C., relating to 
depreciation for telephone , electric, and gaG utilities without 
changes. 

Rule amendment 25-6.0436, F . A.C., was filed with the 
Department of State on November 22, 1991 and will be effectivP. on 
December 12, 1991. A copy of the r e levant portions of the 
certification filed with the Secr e tary of State i s attac hed to thi s 
Notice. 

This docket is closed upon issuance of this notice. 

By Direction of the Florida Public Servic e Commission, this 
2nd day of DECEMB ER 199 1 • 

(SEAL) 

WEW 
adp91747 . cjp 

, Director 
ecords & Repcrting 

11 0 (} 4 0: C - 2 IS91 

FPSC-RECOr.)5/RE?OiH 1~i~ 
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CER'I'IFICATI OII OF 

PUBLIC SERVICE COMMISSION ADMINISTRATIVE RULES 

FILED WITH TilE 

DEPARTMENT OF STATE 

r • ..,,.. ~ .. - .. ... ... .., .-.. • • . • - ... .. .; .. 
I do h e reby cert ify : 

LA/ (l) Tho tim~ lini ationc prencribcd by paragraph 

120. 54 (11) (a), F . S. , hav e been complied with; and 

11>.1 (2) There is no administrative de crmina t i on under 

section 1 20.54 (4) , F.S ., pending o n any rule cove red by this 

certification; and 

LA/ {3) All rules covered by th is cere if ication are f ilcd 

within the prescribed t ime limitdtions of paragraph 120 . 54(11) (b) , 

F. S . They are filed not l ess tha n 28 days a fter the " otice 

required by s ubsectio n 120 . 5 4(1), P . S ., and ; . .. • .. 
LA/ (a) And arc filed no t more tha n 90 days after the 

notice ; or 

L_l (b) Arc filed not more than 90 day5 after t h o notice not 

including dayc an administra t ive de e r mination was pend ing ; o r 

L/ (c) Arc filed within 21 dayu after tho adjournment of 

tho final public hearing o n the rule ; or 

L/ (d) Are fil ed within 2 1 days a fter the date of rec!i pt 

of all material autho r ized to be submitt ed at the hear i ng; o r, 

L.l (c) Are tiled with in 2 1 days after the , d a te the 
J 

transcript wa s received by this agency . r , 
........ 

Attached are the original and two copies of each rule covere d 

by this certification. The rules arc hereby adopted by the 
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undersigned agenc y by and upon their filing with the Department of 

Stat e . 

RUle No. 

·25-6-". 0436• . ..... 

Rulemaking 
Authority 

·- ~so-. 12 1 ·c·2 > 
366.05(1) 

Specific Law Being Implemen cd , 
Interpreted or 

Made Specific 

350. ns~ .. ... 

Under the provision of par agraph 120.54 (13) (a) 1 F.$. 1 the 

rules take effect 20 duys from the date filed with the Department 

of State or a later date as set o ut below: 

Effective: 
(month) (day) (year) 

.~~ 
Director . Division of Records & R1 porting 
Title · · · · 

Number of Pages Certified 

.. ' ., 
.. 
' ·-

( S E 1\ L) r 1 
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25-6.0436 Depreciation. 

(1) For the purpoces of this part , Lhe following definitions 

3 s h all apply: 

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

5 plant for wh ich a depreciation ra c is prescribed. At a minimum it 

6 

7 

8 

9 

10 
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12 

13 

14 
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16 

17 

1 8 

19 

2 0 

2 1 

22 

23 

2 4 

25 

. .. . ,,. 
s ho uld include each plant account prescribed i n Rule 25-6.014(11, 

F .A. C. 

{b) Embedded Vintage - A vintage o f plant i n service as of 

the d a t e of study or implementation of proposed rdtes . 

{c) Mortality Data - Historical data by s tudy category 

showing plant balances , additions , adjustments and retirements , 

u sed i n a na lyses for life indications or calcula t ions or realized 

lif e. Preferabl y, this is aged data in accord with the Lol lowing : 

1 . The number of plant i toms or equivalen t units 

.. {usually expressed in dol l ars ) added each calendar 

year . 

2 . The number of plant iLems retired (usually 

oxprc!>sed in dollars) each year and the 

dis tribution by yeaL·s of placing of, such 

retirements. 

J . Th e net increase or decrease resulting from 

purchases , sales or a djustments and the 

distribution by years of placing of s uch amounts. 

4. The number that remains in service (usually 

expressed in dollars) at the end or each y ear and 

COOING: Words underlined a r e additions ; words in 
~u(}h type are deletions from existing law. 
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the d istribution by years of placing of such 

amounts . 

(d) Remaining Life Method - The method of calculating a 

de preciation rate based on the unrecovered plant balance , l ess 

averag e future n e t sa lva ge and the average remaini ng l ifo . The ... "'"' .. .... -.. .. . _., --. . ... ·· ~. . . ...... ... 
formula for calculating a Remaini ng Life Rate i s : 

Remaining Life = lOOl - Reserve l - Average future Net Splyage l 

Rate Ave rage R maining Life in Year s 

(e) Reserve Oata - Historical data by study c ategory showing 

reserve balances, debits and credits s uch as booked d e preciation, 

11 expense , salvage and cost of removal a nd adjustments to tho r eserve 

12 utilize d in monitoring r e serve acti vity and position. 

13 (f) Reserve Deticiency - An inadequacy i n the reserve of a 

14 category as evide nced by a comparison of that r eserve indicated as 

15 .ne?~s~ary _u~der curren~ pr~?ection~ ~f life and s alvage wi th that 

16 reserve historically accrued . Tho latt e r figure may be a va i lable 

17 from the utility ' s records or may r equire r etros pective 

18 calculation . 

19 (g) Reserve Surplu s - An excess i n the reserve of a cat e gory 

20 as e videnced by a comparison of that reserve indicated a s necessary 

21 unde r curre nt projections of life and salvage with that r eserve 

2 2 historically accrued. The latter figure may be available from the 

23 utility ' s r ecord s o r may require r etrospect i v e calculation . 

2 4 

25 

(h) Salvage Data - ll i!ltorical data by s tudy category s h owing 

bookings o t retireme nts , g r oss salvage and cost of removal u sed in 

CODING : Words unde rlined are additions ; words in 
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analy~is of trends in gross salvage a nd cos t o l r emova l or Cor 

calculations ot realized ~alvaqe. 

(i) Theoretical Reserve or Pro~pective Theoretica l Rese rve -

A calculated res erve ba~cd on componcn s o f the proposed raLc usi ng 

the formula: 

Theoretical Reserve • Book Invcs mont - Future Accrual s -

Future Not Salvage 

( j ) Vintage - Tho year of p l acement of a group of plant items 

or inves tmen under study. 

(k) Whole Life Me thod The method of calculating a 

depreciation rate based o n the Whole Life (Average Service Life) 

and the Average Net Salvage . Bo th life and sa lvage components a re 

the estimated o r calculated composite of r ealized exper~ nee a nd 

expected activity. Tho Lormula i s : 

Whole Life Rate • 100\ - Average tle t Sal vage\ 

Average Service Life in Years 

( 2) (a) No ut i lity may c hange a ny existing depreciation r a te 

or i n itiate any new depreciation rate wi thout prior Commission 

approval . 

(b) No utility may rea lloca te accumulated depreciation 

reserves among any primary account~ and s ub-accoun s without prior 

Commission approval. 

(3) (a) Each utility s hall mainta1 n deprecia' ion rates a nd 

accumu lated depreciation reserves in accounts or subaccounts as 

prescribed by Ru l e 25-6. 014 (1) , F.A.C . Utilities may maintai n 

CODING: Wo r ds underl ined a r o additions; words i n 
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1 further sub-categorization. 

2 (b) Upon establi~hinq a new a ccounL or ~ubacco~n 

3 classification, each util i ty s hall request Commission approval o f 

4 a depreciation rate for the new plant category . 

5 (4) A utili t y filing a depreciatio n study, r egardless if " 

6 change in rates is being requested or no , s ha 11 ~ubmi t to the 

7 Commission Clerk' s oft icc ~f..D t.en copies of the info r matl o n 

8 required by paragraphs (6) (a) through (6) (f) and (6) (h) of t h is 

9 rule and at least three copies o f tho information required by 

10 paragraph ( 6) (g) . 

11 ( 5) A~-ehe-t"eques ~the u e i 1 i t;y----Q nd--tiypon Commission 

12 approval by order est ablishing an effective date, the utility may 

13 reflect on its books and records the implementation o f the proposed 

14 rates, subject t o a d justment when final d e preciation rates ..are 

15 approved. 

16 (6) A depreciation study shall include : 

17 (a ) A compa rison of c urre nt and proposed depreciation rates 

18 and components for each ca t egory of depreciabl e pla nt. Current 

19 rates s hall be ide ntifie d as to the effective date and proposed 

20 rates as t o th~ proposed effective date . 

21 ( b) A comparison of annual depreciation expense a s of the 

22 proposed effective date, resulting from c urrent rates with those 

23 produced by the proposed rates f or each category of dep eciable 

24 plant. The plant balances may involve estimates . Submitted data 

25 including plant and reserve balances or company planning involving 

CODI NG: Words underlined are additions ; words in 
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estiMates shall be brought to he effective da c of the proposed 

ratas . 

(c) ~ ~Recovery and amorti~p on schedules currently in 

effect s hould be included with a ny new filing showing total amount 

amortized , effective date, length of s chedule, annual amou~t 

amortized and reason for thQ a~~n schedule . 

(d) A compari :;on or lhe accumulated book reserve to the 

pro:;pcctivo theoretical reserve based on proposed rates and 

components Cor each category of depreciable plant to which 

depreciation rates are to be applied. 

(a ) A general na rrative describing the SQrvice environment of 

the applicant company and the factors, e.g., growth, t~chnology , 

physical c onditions, necessitating a revision in rates . 

( f) An explanation and ju~tification for e~ch study c Jtegory 

of depreciable plant def i ning the s pecific factors that justify the 

l ife and salvage compone nts and rates being proposed . Each 

explanation and justification s hall include s ubstantia ting factors 

utilized by the utility in the des ign of depreciation rates for the 

specific category, e.g. , company planning, growth, t echnology, 

physical conditions, trends. The explanation and jus tification 

s hall d iscuss any proposed transfers of reserve between categories 

or ccounts intended to correct dcf icient or surplus reserve 

balances. It should also state any s t n istical G~ math matical 

methods of analysi s or calculation used in design of the category 

rate. 

CODING: Words underlined arc additions; words in 
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(g) The f iling s hall contain all c alc ula ions, analysis and 

2 numeri ca l basic data used in the design o! the depreciation rate 

for e a c h category of depreciable plan . Uumer icol data s ha 11 

4 include plant activity (gross add1tions , adjustmen ~ . rctircmen s , 

5 and pl a nt balance at e nd o f year) a s well as r eserve act ivity 

6 (reti r ements , accrua l s for depreciation expense , salvage , cos t o f 

7 removal, adjuotment~, transfers and r ec lassificdtio ns ~nd r eserve 

8 bala nce a t e nd of yea r) f or each yea r of activity from the date o f 

9 the l as t s ubmitted s tudy to the date of the present study. To the 

10 degree pos s ible , data involvi ng retirements s h o uld be aged . 

11 (h) The mortality and salvage data used by the company in the 

12 depreciation rate design must agree with activity booked by the 

13 utili ty. Unus ua l ransactions not inc luded in life or salvage 

14 studies , e.g., sales o r extraord inary retjrements , must bu 

15 s pecifically enumerated and explai ned. 

1 6 (7) (a ) Utili ties s hall provide calculations of depreciation 

17 rates us ing both the whole life method and the remaining life 

18 method . Th e use of these methods is r equired for all depreciable 

19 categories . Ut i lities may submit addit iona l s tudies or me thods for 

20 cons ideration by the Commission . 

21 {b) The possibi lity of corr ect ive r eserve ransfcrs s hall be 

22 inve s tigated by the Commission prior t o ch nq i nq d epreciation 

23 rates . 

24 

25 

(8) (a) Eac h company s hall file a s tudy tor each category o f 

depreciable prope rty f o r Commiso i o n review at l e a s t o nce every four 
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~~~h type aro d e letions from exis ting law. 

- 6 -

I 

I . ,. 

I 



I 
1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

I 12 

13 

14 

1 5 

16 

17 

18 

19 

20 

21 

22 

23 

2 4 

I 25 

ORDER NO . 
DOCKET NO . 
PAGE 10 

25420 
910747-PU 

years from the submission date of t h previou !:l stuc1y unless 

otherwise requir~d by Lhe Commission. 

(b) A utility proposing an effcc ive date o f the beginning of 

its fiscal year shall ~ubrnlt its depreciat1on ctudy no la cr h~n 

the mid:poi nt ~r that ~ fiscal year. 

(c) A ut ility propo!:iing an effectlvc date coinciding with the 

expected date of additional revenues initiated through a rate case 

proceeding s hal l submi t its depreciation study no later than the 

fi ling date of its Minimum Filing Requirements. 

(9) As part of eoneur-ren .it.h the filing of the annual 

r e port purs uant t o Rulo 25-6 . 0 14 (3) , F.A . C. , each u tility s hall 

The report s hall include 

booked plant activity (Rlaot balanc~ at thq beginning of tb~~ 

additions , adju~tments, transfers, ~~sificqcl9n< . ret irements 

and plant balance at year e nd) and reserve .lctiv ity (rc::;~"n...! 

balance at the beginning 9f tht: y(>ar . retirements , accruals , 

salva ge, cost of removal , adjustmen s , transfers , rec l assificatio ns 

and reserve balance at end o t year) for each category of investment 

schedule has b<;>cn approv,.d. •rhe report s h .. lll indicate for e.1ch 

category that: 

(a) Ith c rc has been no c hange of plans or ut ~ lity cxporlcncc9 

requiring a revision of rates . amortization or capital recovery 

schedules ; or 

COOI NG: Words underlined arc additions ; words i n 
~~~~qh type arc deletions from existing l aw. 
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(b) I~here has been a change requiring ~ revis ion o f rates~ 

2 amortizatio n o r capita l r ccov_P D' .$.Ch<'.2.!!.J P.Jt. 

) Fo r any category where current condi tl C!Jas 1ndicate a need f o r 

4 revision of depreciatio n rates~~9rtizMtlOO or capito l recqvl"~ 

5 schedules and no r evis i o n is uought, the repor t s hal l e xpla i n why 

6 no revis ion is r e quested. 

7 (10) (a) Prior t o the da e of retirement of major 

8 installations , the Commission may appr ove capital r ecovery 

9 s chedules to correct associated ca l c ulated def ici ncies where a 

10 utility demonstrates that ( 1) repl acement or an ins tallatio n o r 

1 1 group of installa tions is prudent and (2) he associated invest ment 

12 will not be recovered by tho time of r e tirement through the normal 

1) d e preciation process . 

14 (b) The Commission may approve a specia l capital r ecovery 

15 schedule whe n an installation is designed i or a speci f ic purpose cr 

16 for a limited durat ion. 

17 (c) Associated plant and rPscrve ac 1vity, balances and the 

18 annual capital r ecovery schedule expense mus t be ma intained as 

19 subs idiary records . 

20 Specific Auth o rity: 350 .127(,) , 36G .05 (1), F.S. 

21 Law Imple mented: )50. 115 , r . S . 

22 His t ory: Ne w 11/20/82, Amended 12/17/84, formerly 25-6.436 , 

23 Amended 4/27/88 , ______ __ 
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Rule 2!>-6 . 04Jb 
Cocke llo. 910747-PU 

STATEHQ~T OF FACTS AND C!RCUMSTANCF.S 
JUSTIFYING RULE 

Tho propo~cd amcndmcn ~ to Rule 25-6 .04 36 , F.A.C., are neccs~ary 

to implement several relatively minor procedural changes in the 

Commi ssion's requirement::; for tho filing of depreciation related 

information by Electric Utilitic!> . Commis::;ion staff recommended 

those amendment~ to improve tho content of tho deprecia t ion 

information which i~ filed with tho Comroi~sion and to make the 

p rocess more efficient for tho Commi~sion and tho Electric Utilities . 

STATEMENT ON FEDERAL STANDARDS 

Tho prop'>sod rule amendlotult~ do not cst<lblish standard!" which arc 

more res trictive than federal standards regarding d epreciation 

studios. 

STATEMENT OF IHPACT ON SMALL BUSIHESS 

There is no impact o n small business caused by those amendments 

because none of tho Electric Utilities affected by Rule 25-6.0436 are 

defined a~ small busincsse~. 
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