4 &

FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 960715-TL - A
RULE TITLE: RULE NO.: 1, 1
Uniform System and Classification of 25-4.0174 by %o {;
Accounts - Depreciation e, ﬂ;;
Depreciation 25-4.0175 2;f*

Recovery Schedules to Promote an Economical

and Efficient Telecommunicaticns Network 25-4.0176

PURPOSE AND EFFECT: The proposed rule amendments conform the rule
to the 1995 changes to S. 364.052(2) {a), FS, by establishing ranges
of basic factors for lives and salvage values to be used in
developing depreciation rates for certain small local exchange
companies. Filing requirements are streamlined and some flexibility
is allowed companies in determining their depreciation rates 1in
order to reduce administrative costs to these regulated companies.
SUMMARY: Uniform system and classification of accounts as they
pertain to depreciation are listed and defined. The rules are
amended to establish ranges of basic factors for lines and salvage
values to be used in developing depreciation rates for small local
exchange companies; reduce the number of copies required by the
Commission Clerk’'s office; reduce the volume of information
required to change depreciation rates; allow flexibility in
selecting a depreciation methodology; and incorporate from Rule 25-
4.0176, which is being repealed, regarding requests for capital
recovery schedules.

RULEMAKING AUTHORITY: 350.,127(2) FS.

LAW IMPLEMENTED: 350.115, 364.03, 364.17 FS.
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WRITTEN COMMENTS OR SUGGESTIONS ON THE PROPOSED RULE MA. BE
SUBMITTED TO THE FPSC, DIVISION OF RECORDS AND REPORTING, WITHIN 21
DAYS OF THE DATE OF THIS NOTICE FOR INCLUSION IN TFE RECORD OF THE
PROCEEDING.

HEARING: IF REQUESTED WITHIN 21 DAYS OF THE DATE OF TEIS NOTICE, A
HEARING WILL BE HELD AT THE DATE AND PLACE SHOWN BELOW:

TIME AND DATE: 9:30 A.M., October 11, 1996.

PLACE: Room 152, Betty Easley Conference Center, 4075 Esplanade
Way, Tallahassee, Florida.

THE PERSON TO BE CONTACTED REGARDING THESE RULES AND THE ECONCMIC
IMPACT STATEMENT IS: Director of Appeals, Florida Public Service
Commission, 2540 Shumard Oak Blwd., Tallahassee, Florida 32399,
THE FULL TEXT OF THESE RULES ARE:

25-4.0174 Uniform System and Classification of Accounts
Depreciation.

{1) No Change.

(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 eubseetren (2), a new
subaccount must be established for the introduction of a new
technology, or for the treatment of an obsolescent component of a
current viable technology.

{4) No Change.

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

shall be used in the design of depreciation rates.
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fa) Support aggets #Ae<ets, Account 2110. The following
accounts shall be used:

1. Motor vehicles ¥ehieles, Account 2112. Tnae following
subaccounts shall be used,

a. Passenger cars i Thi £ a i e

passenger carsgs and trucks of ope ton in capacity or less.

R e S e T S e

be. Heavy trucks and special purpoge vehicles. This subaccount
shall include trucks of greater than one ton capacity.

cd. Tractors and trailers,

F—bpesialPurpeseYehieles—hecount—2itd4-

23. Garage work eguipment Wesk—Bguipment, Account 21:Z. This
account shall include tools and equipment used to maintailn

vehicles, dt—ahati—be—used—for depreeiation—otudico—only +fthe
\ life € . - . I ol ViEE .

-
¥

EepuprifefrE—
14, Other work egquipment Wesk—Equipment, Account 2116. This
account shall include power operated eguipment, general purpose

tools, and other such work equipment items.

45. Buildings, Account 2121, Buildinge—mre—to—pe—asstancg—te
; . : b ial-1if :
HBe—e%-Ehe~ﬂpeefEie—eemp&ﬁfe-6ﬁqgeﬂfed—ﬂubaeeeuﬁf—gfeup+uge—afe—ae

&T—HeﬂdqHafEef9—hHt%d*ﬁg&—«ht&b_&ﬂehmk}-pf&maf?—éﬁﬂffhéﬁg
e — i dbprg—and—mu - purpose—bua +ldings—sueh—as—buiddings




7 —fab-buildingo-housing

56. Furniture, Account 2122.

67. Office eguipment Bewipment, Account 2123. The following
subaccounts shall be used:

a. Office gupport equipment Suppert—FEgquipment. This subaccount
shall include office devices such as typewriters, cash registers,
check writers, calculating, reproducing, addressing, billing,
blueprinting, and other cffice machines.

b. Company commupications eguipment Cemmuniecatiens Equipment.
This subaccount shall include CPE and PBX equipment installed for

official company use.

78. General purpose computers Purpese-Computers, Account 2124.
(b) Central office switching 6ffiee—Ewitehing, Account 2211.

The following accounts shall be used:

1. Analog electronic switching Bleetrenre—Switehing, Account
2211. This account shall be established for analog switching
equipment and peripheral gear. It shall include equipment serving
analog switchers that is used solely for recording calling
telephone numbers in connection with customer dialed charged
rraffic dial tandem switchboards and special service switchboards
used in conjunction with private line service. It shall not include
switchboards, and integral equipment therecf, which perform an
operator assistance function.

2. Digital electronic switching Bleetremeo Switehing, Account
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This account includes investments in digital sw::iches.

2212.

This switching account shall

-

include equipment serving digital electronic switchers that 1s used
solely for the recording of calling telephone numbers in connection
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 cperator 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 copnsidered as subcomponents in developing

the rate for the &hat account er—subaceount.

3. Electromechanical gwitching Switehing, Account 2215 This
switching account includes investments 1n 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
electromechanical switching. Such investment shall be in a separate
subaccount or included as a subcomponent used to develop the rate
for the account or subaccount. This account also does not include
switchboards which perform an operator assistance function and
equipment which is an integral part thereof. It shall 1include,
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
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special service switchboards used in conjunction with p' ivate lin
service.
{c) Operator gystems Systems, Account 2120. This account shall

include such charges as directory assistance, call intercept, and

other operator assisted call completion activities. Fhe—feliewing
B T AR 1E B S St T

A ARaleg

P—Brgitat-er—<iHatiail—eoempattbles

(d) Central office - trans:igsion ofHiece——Fransmission,

Account 2230. The following accounts shall be used:

1. Radio gystems &ystems, Account 2231. TFhe —foliowing
subacacunte—shall be useds

A M e et e,

b—Mobite—Radie-

2. Circuit eguipment Bequipment, Account 2232. This investment
shall be subcategorized in accord with the planning of the company,
to be separated between the followin3:

a. Analog That—pertien planned—for—retiremens;

b. Digital That—pertien-censidered—viable—withrn—the—enrating
retwork; and

c. No Change.

(e} Information grganjzation or termination Orgamisations

Tesmination, Account 2310. The following accounts shall be used:
gt : ; i P aneed
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rmpatred—aubseribero
A Nebworkh—CarrierRquipmen . e R LR i eI To
e : yaie ry—lecated-on—tha
B s e DEUTE SR S
14. Public telephone eguipment Felephenre—Squipment. This

account shall include coinless, coin-operated (including public and
semi-public), credit card, and pay telephones.

25. Other regulated gtation equipment Regulated—&tation
Eguipment. This account shall include private line ether
migseellaneous equipment, telecommunication devices for the deaf, E-

911 equipment ., and network carrier eguipment physically located on
the customer’s premiges asseeiated—with—regulaeted—serviee —net
+neigded—in—ib—throuah——above |

(£) Cable and wire facilitieg WireFaetrlities, Account 2410.

The following accounts shall be used:

1. No Change.

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

a. - b. No Change.

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

a. - b. No Change.

4. Buried cable €able, Account 2423. The follewing subaccounts

ahal! be used:

a. Metallic. This subaccount shall be further gubcategorized

in accord with company planning; and subaceountod—aa— o3 o
4+ Nenidlled—eore;
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ppaben—shatt- pe—made—itrraecord Wi e

SOMPEHYY— P e

b. No Change.

5. Submarine cable &able, Account 2424. The following
subaccount shall be used:

a. No Change.

6. Intrabuilding pnetwork cable Netwerw—Cable, Account 2426
The following subaccounts shall be used:

a. - b. No Change.

7. Aerial wire Wire, Account 2431.

8. Conduit gystems Syetems, Account 2441.

(6) Depreciation rates used after July 1, 1896, dandvary 3y
1988 shall be based on the account classifications in the USOA and
this rule. In implementing these rates the following procedures

shall be followed:

(a) Reserve activity data, plant activity data, salvage costs,

£~
LOr

and costs of removal are to be recorded to the new accounts
activity subsequent to July 1, 1996 dJanuary—3i:—1968,
{b) - (e) No Change.
Specific Authority 350.127(2) FS.
Law Implemented 350.115, 364.17 FS.

History--New 4-25-88, Amended

25-4.0175 Depreciation.

(1) For the purposes of Part I] &hie—pare, the following
definitions shall apply to small local ex-hange companies remaining
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e of return regul

{a) No Change.
(b} Average Service Life - The perioc of time tnat the given

rvoe of equipment, on averadge, can be expected to prudently and

economi 1 rve u
{¢c) 4B+ Embedded Vintage - A vintage of plant in service as of
the date of study or implementation of proposed rates.
tel—Equat—irnfe—Group—Method—The—methed—ef —calentating =
depreeiation—rate—bised—on—the- Hife—expeetations—of—the—units
censtituting—a—vintage—areup—The vintage—qroup—io—divided—into
sub-groups—eoach—oi—which—io—expeeted—to—tive an—equal—tifeThe
g T : , ) . I A

k| o | | r-i o
L = - =
F———550—556
'l s =4 AL [l W =4 [ ndhs W =4
=4 = e L= = o
o =0 A0 s W AL [ ol
= &= Lol £ Lo L
Feorale—5H95——— Sbpbe B S
e L= a4 =g = = 24

{d) No Change.

1. - 2. No Change.

3. The net increase or decrease resulting from purchases,

-
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sales, or adjustments, and the distribution by years of placing !

such amounts.

4 . No Change.

(e) Remaining Life Method - The method of calculating a
depreciation rate based on the unrecovered plant balance, less
average future net salvage and the average remaining life The

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

RLR Remaining = 10J% - Reserve ¥ - Average Future Net Salvage !
rife—fRate Average Remaining Life in Years

(f) Reserve Data - Historical data by study category showing
reserve balances, debits and credits such as bocked depreciat iun
expense, salvage and cost of removal, and adjustments to the
reserve utilized in monitoring reserve activity and position.

{g) - (1) No Change.

(2) (a) Rapnaes for basic life and galvage values, established

by the Commission, may be wused by small LECS regardless of the
depreciation methodology utilized. The i asic life and
alv val small a wg ; Ne—wiilitymay-ehange

R v v or
11 c
AVERAGE SERVICE LIFE NET VA
ACCOUNT (Years) (Percent)
GENERAL SUPPORT ASSETS
Motor vehicles




r # 2

T
purposge vehicles 8 - 11 £ = 19
ther w equipme 7 yr, Amortization
Furniture 10 yr. Amortization
Qffice machines 2. mortization

ce e £ ! 5 yr, Amortization
Computer equipment LYY ANDTLIZALL. L
CENTRAL OFFICE ASSETS
.D_i_?.ijil ; hi 13 - 16 0 =
Operator systems 8 - 10 Q 5
Radio 10 - 12 i2)
g

Analog 8- 10 (5) -

SRR 10 - 12 a = e
Fiber electropics (optics) 8 - 10
INFORMATION/ORIGINATION ASSETS
Public telephone equipment 8 - 10 [+ B
Other § - 190 Q.- §
CABLE/WIRE FACILITIES
poles 20 - 22 20} - 140)
Fue A

Metallic 18 - 20 {30} - (20)
Fiber 20 - 22 (30) - (20}
Underground cable

Metalls 19 - 21 (5}
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Metallic b 4y T - 2k~ ¢

Eiber 20 - 22 {5 o}
Submarine cable

Metallic 20 - 25 A5y - 0

Fiber 29 - 22 I8) = 9
Underground conduit 50 - 52 18) -~ 0
Aerial wire - Expense all future additions and amortize embedded
portion over 3 years,

(b) A companv shall not petition the Commisgsion to change any

existing depreciation rate more than once a year Ne—ueirirEy—may

reatlecate —aeceumplated—depreciation—regerves—amond —any premary

{c) A company may not reallocate accumulated depreciation
reserves among any primary accounts and subaccounts withoul prior
Commiggion approval.

{3) (a) Each company wtiliey shall maintain depreciation rates
and accumulated depreciation reserves in accounts or subaccounts as
prescribed by Rule 25-4.0174, F.A.C., and asg get forth in Paragraph
(2) (a) of this rule, Companies Hes+dtiti+es may maintain furthe:
sub-categorization.

(b} Upon establishing a new account or subaccount
classification, each c¢ompany weildity shall request Commission
approval of a depreciation rate for the new plant category.

$ ve ' ' ' at whic g

been approved by the Commission and in effect as of the effective

date of this rule. To determine if a company's currenf averade
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service life is within an established range, current average

service lives not reflected as a wheole numbey ghall be rounded

aj i ' "o;;_example, 1.1 - 1.4

rounds to 1.0 ; 1.5 - 1.9 roundg to 2.0.)

i4) If the company's propogsed apnd current average sgervice

lives for a given account are within the ranges established 1in

required. If the company’s proposed and current net salvage values

for a given account are within the ranges establighed in Paragraph

v equired.

The company shall submit to the Diviesion of Records aid Reporting

*atesis beingrequested—eor—netr shall submit to the Divigion of
Records and Reporting Eemmissten—<Slerktis—Offiee the original and
five hard copies, and a diskette fifteemn—eepies of the informaticn
required by Subgection (10) paraeraphe—i&ital—threugh—ieihi of
this rule and-at—least—threc—ceopiecs—eof theinformation required by

paragraph—tet—tit .
16)45+ After filing a petition for a change in depreciaticn
rates, HYpe ) R T T L T byt e abine RN iy i

date, the company w44ty may reflect on its books and records the
preliminary implementation of the proposed rates ag of the propoged
cifectly + These rates are subject to Commisgion approval
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life or salvage value, shall carry the burcen of proof in
k

rh
1

{(8) 46+ A depreciation filing etuwdy shall include:
(a) -

(b) No Change.

(c) 44+ Each recovery and amortization schedule currently in
effect should be included with any new filing showing total amount
amortized, effective date, length of schedule, annual amount

amorcized, and reason for the schedule.

{d) +£+ A general narrative describing the service environment

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

(9) If a company's current average gervice life or galvage

v £ v i ' within ¢

established range, the company must file the information in
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For - b
salvage value is not within the established range, the depreciation
filing shall include the information in Subsection .8) as well as
the following:

{a)+e+ An explanation and justification for each study
category of depreciable plant defining the specific factors that
justify the life or and 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-prepesed-transfers

defipient—or—aurpius—resesve—balaneco—it—ohould—altee state any

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

{b)+h+ The mortality and salvage data used by the company in
the depreciation rate cesign must agree with activity booked by the
utility. Unusual transactions not included in life or salvage
studies, e.g., sales or extraordinary retirementsr must be
specifically enumerated and explained.

{c)+i}+ 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. HNumerieal—data—shail




To the degree possible, data involving retirements should be aged.

(11)4#(a) Companies beilieies shall provide calculations of
depreciation rates using either beth the whole life method or and
the remaining life method. The use of opne of these methods is

required for all depreciavle categories. Ceompasies—may —submit

determining a remaining life based op jts average gservice life

selection, shall notify the Director of the Division of Auditing

L Fj al _ ) ] ) : ;
- ig £113 I

{b) Ne Change.




the average yemaining life, the mortality curve shapes ghall be

tho used iss] i e

(14) (a) 4+ A company weiiity proposiag an effective date of
the beginning of its fiscal year shall submit its petition for a
change in depreciation rates depreeiation—study no later than the
mid-point of that fiscal year.

(b)4e+ A company weiliey 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 depreetiatiem—etwdy no later than the
filing date of its Minimum Filing Requirements.

{15} 48+ Included as part of the annual report filed pursuant
to Rule 25-4,135 25—4-6%¢, F.A.C., each company shall provide
Schedule B-3 B—5a, Analysis of Plant In Service, and Schedule B-4
B—5b, 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 B5b
shall include reserve activity (reserve balance at the beginning of
the vyear, retirements, accruals, salvage, cost of removal,
adjustments, transfers, reclassifications, and reserve balance at

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




rate, amortization schedule, or capital recovery schedule has been

ey theat —derh

approved.

there—has—been—no—echangeeof plans—er—util ity expericnoce regquir.ing

(16) (a) Prior to the date of retiremepnt, the Commigsion may

feticianc I i1 , ] ] E
, 1lati = yTat3 i I | ]

associated investment will not be recovered by the time of

retirem

(b} The Commission may approve a special capital recovery
schedule when an installation is designed for a specific purpose or
¢ a Limited d ;

c i Ve he
annual capital recovery schedule expense must be maintained ag
subsidiary records.

Specific Authority 350.127(2) FS.

Law Implemented 350.115, 364.03 FS.
History--New 9-8-81, Amended 4-28-83, 1-6-85, Formerly 25-4.175,

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

25-4.0176 Recovery Schedules to Promote an Economical and Efficient




Telecommunicaticns Network. Fhe—Commiseien—cncourages—an—ftiietent

Specific Authority 350.127(2) FS.

Law Implemented 350.115, 364.03 FS.

History--New 9-8-B1, Formerly 25-4.176, Repealed

NAME OF PERSON ORIGINATING PROPOSED RULES: Pat Ler, Rhonda Hicks.
NAME OF SUPERVISOR OR PERSON(S) WHO APPROVED THE PROPOSED RULES:
Florida Public Service Commission.

DATE PROPOSED RULES APPROVED: June 25, 1996,

If any person decides to appeal any decision of the Commission with
respect to any matter considered at the rulemaking hearing, if
held, a record of the hearing is necessary. The appellant must
enaure that a verbatim record, including testimony and evidence

forming the basis of the appeal is made. The Commission usually




makes a verbatim record of rulemaking hearings.

Any person requiring some accommodation at this hearing because of
a physical impairment should call the Division of Records and
Reporting at (904) 413-6770 at least five calendar days prior to
the hearing. If you are hearing or speech impaired, please contact
the Florida Public Service Commission using the Florida Relay

Service, which can be reached at: 1-800-955-8771 (TDD).
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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 characteristics, and are for the purpose
of establishing uniformity among the companies in depreciation
studies.

(2) A company may further develop depreciation subaccounts
within a listed ~ccount as appropriate for its plant. No company
shall, however, establish a new subaccount that would represent
less than ten percent +6% of the original primary account.

(3) Notwithstanding Subsection eubseetion (2), a  new
subaccount must be established for the introduction of a new
technology, or for the treatment of an obsolescent 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,

shall be used in the design of depreciation rates.

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

5L s




10

11l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

fa) Support asgsets #Assees, Account 2110. The foll_wing

accounts shall be used:

1. Motor vehicles ¥ehieles, Account 2112. The following

subaccounts shall be used,

a. Passenger cars and light trucks. This account shall

in e : r i i [a]
b—bLight—trueks—This—subaccount—ahall—inetude —trucks—ot
be. Heavy trucks and special purpoge vehicles. This

subaccount shall include trucks of greater than one ton capacity.
cd, Tractors and trailers.

22— Speeial Purpese—Vehieles—Aecount—3iid-

23. Garage work eguipment Werk—EBguipment, Account 2115. This
account shall include tools and equipment used to maintain
vehicles. It—shall -pbe—used—for—depreeiatieon—studics—onty—ii—the
expected—H fe—for—this—equipment—is—substantially —differ~nt—from
that—expected—for—tooloand ecquipment—in—fAecount 2116, OtherWerk
Beguipment—

34. Other work equipment WeslEguipment, Account 2116. This
account shall include power operated equipment, general purpose
tools, and other such work eguipment items.

45. Buildings, Account 2121. Buildings-areto-be-assignedto
subacecunt s—inaceordance—with-theirpotentiallife-patterns—in-the
use—of-the-apecifie-company —Sugqdested-subaecount—groupings-are—as

e R TE

CODING: Words underlined are additions; words in
ptruck—threugh type are deletions from existing law.
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10

11

12

13

14

15

16

17

18

19

20

21

22

21

24

S&. Furniture, Account 2122.

6%. Office eguipmen. Bguwipment, Account 2123. The following

subaccounts shall be used:

a. Office pupport egquipment &upport—=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 communications  equipmnent Commutrieations
Bguipment. This subaccount shall include CPE and PBX equipment

installed for official company use.

78. General purpose computers Purpese—Eemputers, Account
2124 .

{b) Central goffice switching effieeEwitehing, Account 22Z211.
The following accounts shall be used:

L Analog electronic switching Bleetreniefwitehing, Account
2211. This account shall be established for analog switching

equipment and peripheral gear. It shall include equipment serving

analog switchers that is used solely for recording calling

CODING: Words underlined are additions; words in
struelk—through type are deletions from existing law.
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10

11

12

13

14

15

16

17

18

telephone numbers in connection with customer dialed cuarged
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.

2: Digital electronic switching Bleetronie—~—Bwitehing,

Account 2212. This account includes investments in digital

switches.
remote—and-gigital-ewitehes,—respeetively- This switching account
shall include equipment serving digital electronic 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 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 ine
cards that are expected to live substantially different from the
remaining switch investment ghould be considered as subcomponents
in developing sheli—either—pe—placed —in—additronal—individual
separate-subaeeounte—ershall-be—ineludedasa subcomponent—used—to
develep the rate for the &hat account er—sdbaceount.
Electromechanical gwitching 6&witehing, Account 2215.
This switching account includes investments in gtep-by-step etep-by

step or crossbar switchers. It does not include digital compatible

equipment that is expected to live beyond the calculated life of

CODING: Words underlined are additions; words in
struek—through type are deletions from existing law.
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10

11

13

o
-

15

17

18

19

electromechanical switching. Such investment shall be 51 a
separate subaccount or included as a subconponent used to deve.
the rate for the account or subaccount. This account alsc does not
include switchboards which perform an operator assistance functicon
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 switchboi.rds used in conjunction with private line
service.

{(c) Operator gystems &yetems, Account 2220. This account

shall include such charges as directory assistance, call intercept,

and other operator assisted call completion activities. T
following-subaceounta—shali—be—usecds
——ARatedg—and

(d) Central office - transmission 6ffiee——Fransmiesion,
Account 2230. The following accounts shall be used:

1 Radio gystems &ystems, Account 2231, Fhe—fod-dow b g
aubaeeeuntas—shatt—be—ased

a——Mierowave—Radio,—and

by ———Merbrbe—Radbo

2. Circuit egquipment Bauwipment, Account 2232. This
investment shall be subcategorized in accord with the plaqning of

the company, to be separated between the following:
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a. Analog That—pertien—planned—{fer—retirement;

b. Digital That—peortion—eonsidered —viabl > —within—the
exiatingnetwork; and

c. That portion associated with optic technology.

(e) Information organization or termination Grganizatien/
Fermination, Account 2310. The following accounts shall be used:

F——Private—ine—Bquipment-——Fais—aeeount—ehati—inelude
onhopecd—petwork—transmission—{for—a-private—ahannel—

- ahallinelud ] . . \ ALl :
en—the—eustomer—premi-ses -
14. Public telepheone eguipment %Felephene—Bquipment, This

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

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

25. Other regulated scation equipment Regulated—Station
Frgrra i sl This account shall include private line ether

miseellaneous equipment, telecommunication devices for the deaf, E-

911 equipment w i : icall

inoeluded in—{i3—threuwgh—4—above.
(f} Cable and wire facilities Wire—Faeilities, Account 2410.

The following accounts shall be used:
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1. 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.

L o Underground cable €abie, Account 2422. The following

subaccounts shall be used:

a. Metallic. This investment shall be furcther
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
subcateqgorized in accord with company planning; and subaeceounted—as
£l lomwas

i} Nenfilled
g : i1led *

wiEheompany—planning
b. Fiber.
5. Submarine cable €able, 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. Eiber,
6. Intrabuilding network cable Netwerk—Cabie, 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. Aerial wire Wire, Account 2431.
8. Conduit systems Systems, Account 2441.

(6) Depreciation rates used after July 1, 1996, January—i
3988 shall be based on the account classifications in the USOA and
this rule. In implementing these rates the following prucedures
shall be followed:

(a) 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 1, 1596 dJanuvary—i—3i388.

(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 vintaged
distributions are maintained, separation into accounts and
subaccounts may require synthesization.

(e} 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 FS5.
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History--New 4-25-88, Amended

25-4,0175 Depreciation.

{1) For the purposes of Part Il &his—pare, the following
definitions shall apply to small local exchange companies remaining
ggdgr rate Qf return ;ggulﬂ!;ign:

(a) Category or Category of Depreciable Plant - A grouping cf
plant for which a depreciation rate is prescribed. At a minimum it

should include each plant account prescribed in Rule 25-4.017,

F.A.C.
(b) Average Service Life - The period of time that the given
of i a

economically serve the public,
Ac) et Embedded Vintage - A vintage of plant in service as

of the date of study or implementation of proposed rates.

B&hﬂﬁf&ﬂpﬁT—Eﬂeh—a%—Hh}eh—fH—EMpﬂE%Edﬂ&ﬁ—+é¥e—ﬂﬂ—eqHﬂ%—++f9$—i¥he
: isad _— g g . . 1 X 2 c
the —requiremento—for—each—equal—l He—aroup——ho —an—exampler—ah
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9
un

Ha

b ptEaepe—
Tobatt—F95—— 545 G406 845 —526
(d) Mortality Data - Histe ‘ical data by study category

showing plant balances, additions, adjustments 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.

25 The number of plant items 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:

RLR Remainimngq = 100% - Reserve ¥ - Average Future Net Salvage %
rides—Rate Average Remaining Life in Years

(f) Reserve Data - Historical data by study category showing
reserve balances, debits and credits such as booked depreciation
expense, salvage and cost of removal, and adjustments .o the
reserve utilized in monitoring reserve activity and position.

(g) Reserve Deficiency - An inadequacy in the reserve of a
category as evidenced by a comparison of that reserve indi{cated as
necessary under current projections of life and salvage with that
reserve historically accrued. Tle latter figure may be available
from the company's records or may require retrospective
calculation.

(h) Reserve Surplus - An excess 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 require 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.

(i) Theoretical Reserve or Prospective Theoretical 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 group 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 wuife)
and the Average Net Salvage Both life and salvage components are
the estimated or calculated composite of realized experience and
expected activity. The formula is:

Whole Life Rate = - AV a
Average Service Life in Years

(2) ta) Ranges for basic life apnd salvage valueg,

blished } he C i . | i | 11 LEC -dlegs

Ranges of Basic Life and Salvage Values for
S a Ls]
AVERAGE SERVICE LIFE NET SALVAGE
ACCOUNT _ {Years) {Percent)
GENERAL SUPPORT ASSETS
Motor vehicles
Passenger cars & liaght trucks 6 - B 10 - 20
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Other work eguipment
irpitur
Office equipment (official use)
Computer eguipment
CE OFFICE

Digital switching
Operator systems

INFORMATION/ORIGINATION ASSETS

Public tel ipme
Qther

CABLE/WIRE FACILITIES
Poles

Aerial cable
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(3) (a) Each company wutiiiey shall maintain depreciation

rates and accumulated depreciation reserves in accounts or

subaccounts as prescribed by Rule 25-4.0174, F.A.C.,_and as get
forth in Paragraph (2)(a) of this rule. Companies beiiities may
maintain further sub-categorization.

(b) Upon establishing a new account or subaccount

classification, each gcompany weitiey shall reguest Commission
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approval of a depreciation rate for the new plant categcry.

{c) A company's current average gervice life ig that which

has been approved by the Commission and in effect as of the

effective date of this rule, To determine if a compapy's current

average service life is within an established range, current

ivisi Reportin
the original, five hard copies, and a diskette of the information
required by Subgection (8] of this rule

15) 445 A -~ompany proposing basjc life or salvage values

outside of the ranges established in Paraaraph (2] (a) of this rule
wei ity —fiing—a—depreetat-ion—study—regardless—ifa—ehange—n
rates—ie—being—reguested—eor—saety shall submit to the Division of
Records and Reporting Cemmiesien—Clerkie—offiee the original and
five hard copies, and a diskette fifteen—eopies of the information
required by Subsection (10) paragraphs—{é+ta)—threugh—{&tht of
this rule and-at—least—three—sopics——eof the information—requiredby
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16)+45+ After filing a petition for a change in depreciation
e : — 1 ; bliehi ) Efeati
date, the company wkility may reflect on its books and records Lhe
preliminary implementation of the proposed rates ag of the proposed
effective date.+ These rates are subject to Commission approval
adiustment—when—final depreeiation—ratesare approved.

(7) Any party protesting a Commission approved depreciation

life or salvage value, shall cariy the burden of proof in

demonstruting ha each protested valu
operations and planning of each company.

(8] 464 A depreciation filing evudy 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, resulting from current rates with the
expense produced by the proposed rates for each category of
depreciable plant. The plant balances may involve estimatesn
Submitted data including plant and reserve balances or company
planning involving estimates shall be brought to the effective date
of the proposed rates.

4o}l —A—comparison—of —annual —depreeiation—expense —rosulti-ing
from-—eurrent—rat eg—with—theexpense—preduced—by—thepropesced—rates
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peE}&d——iﬂw—Hh}Eh——pfepﬁﬂed——é&pﬁ&ﬂéﬂt%ﬁﬂ——f&!Eﬂ*—ﬂfe——fﬁ——bﬁﬂﬂmﬁ

e e N

() -+e- Each recovery and amortization schedule currently in
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.
4el—h—ecomparisen—ef—the—aeoumilated—book—reserve —to—the
prospeet ive—theoretical —reserve—based —on—prepesed—rates—and

A4) +6+ A general narrative describing the service
environment of the applicant company and the factors, e.g., growth,

technology, and physical conditions necessitating a revision 1in

races.

filing shall include the informatjon in Subsection (8) apg well ag
the following:
(a)-ta An explanation and justification for each study
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category of depreciable plant defining the specific factors that
justify the 1life gor and salvage components and rates being
proposed. Each explanation and justification shall include
substantiating factors utilized by the company ln the design of the
depreciation rates for the specific category, e.9., coOmpany
planning, growth, technology, physical conditions, and trends. The
explanation and justification shall diseuse—any-propescd—tranesicrn
of—rogepye bobweon—e egories—er —aecounte—intended o corroeod
defieient—or—surplus reserve palanees—It—should—alse state any
statistical or mathematical methods of analysis or calculation used
in the design of the category rate.

b)) 4kt The mortality and salvage data used by the company
in the depreciation rate design must agree with activity booked by
the utility. Unusual transactions not included in life or salvage
studies, e.g., sales or extraordinary retirementsy must be
specifically enumerated and explained.

lg)4i3 The filing shall contain all calculations, analysis
and numerical basic data used in the design of the depreciat.on
rate for each category of depreciable plant. Rumerieal—data—shaiz
inelude—plantaetivity {gress—additiono—aditustmenta, —rebtromenio
and—plont—balance—at—end—ef—vearl—as—well—as—regerve—activity
4rett rementes—acereate—for depreciatton—oipenscSatvage—oont ot
removal—adijusemento-—or—transfers—and—reetassirfreations,—and
regerve—palanee—at—end-of yearl—fereach—year—ofactivity from—the
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To the degree possible, data involving retiremenc.s should be aged
{11)4++-(a) Companjes Beitieies shall provide calcular:
of depreciation rates using either both the whole life method
and the remaining life method. The use of gne of these methods
required for all depreciable categories. Compatriea—frry —rrbens -
ai-ten—by—the-Comme g

(b) Companies shall file an electijon to remain with tne

remaining life methodolegy or move to whole life methodology within

90 days of the effective dat~ of this rule, Failure to file an

election shall result in the company's use of remaining life
methodoleogy., Only one election regarding depreciation methodology
11} . ,

(12} when a company elects whole life methedology, no

W for depreciation

purposes. This methodoloay is not regerve gensitive,

J13) When a company elects remaining life methodology, the
following apply:

{(a) A _company requiring the Commission staff’'s assistance in
determining a remainipng life based on its average gervice life

i i i - O : vigion o uditing

and Financial Analysis, by letter, three months prior to the
company’'s f£iling date,

(b) The possibility of corrective reserve transfers shall be

investigated by the Commigssion prior to changing depreciation

rates,
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fc] It shall be a rebuttable pregsumption that ip determining

the average remaining life, the mortality curve shapes shall be

time 31 i a

(14) (a)4tb+ A company uwtility proposing an effective date
of the beginning of its fiscal year shall submit its petition for
a _change in depreciation rites depreeintion—study no later than the
mid-point of that fiscal year.

ib) 4y A company wut-iliey proposing an effective date
coinciding with the expected date of additional revenues initiated
through a rate case proceeding shall submit its petition for a

a i eciati depreeiatien—study no later than the
filing date of its Minimum Filing Regquirements.

115) 494 Included as part of the annual report filed pursuant
to Rule 25-4.135 264938, F.A.C., each company shall provide
Schedule B-3 B—5a, Analysis of Plant In Service, and Schedule B-4
B—5b, Analysis of Accumulated Depreciation. Schedule B-31 E-G5a
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 BE-4 bbb
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. el feor—each—eategory—tin
+al—there has—been—no—ehange—of—plans—or—ut ity —expertonce

—_— . . . — Laad —
sehedules—er—{bl—there—has—been—a—echange—requiring a—revision of
£ ¢ amortisation—or—ecapital recovery—seheduleg——or—<cach

{16) (a} Prior to the date of retirement, the Commiggion may

approve capital recovery schedules to correct calculated

deficiencies where a utility demonstrates that replacement of an

installation or group of installations is prudepnt, and the

associated ipvestment will not be recovered by the time of

axisti

(b) The Commission may approve a special capital recovery

che W i i i i i f1 ose Oor
fo 1imi i d .

(c) Associated plant and reserve activity, balances, and the

annual capital recovery schedule expense must be maintained ag

! gidi

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, 1-6-85, Formerly 25-4.175,

Amended 4-27-8B8, 12-12-91, .

25-4.0176 Recovery Schedules to Promote an Economical and Efficient
Telecommunications Network. ZFhe-Eemmiasion-cpeouradges—anebfieient
feop ot o beres app by

B < N L o T e e

{3} —hAssociated—plant—andreserveaetivity —balanecs,—andthe
annual—eapitai—receovery sehcdule—expense{si—must—bemaintained as
Bubaid ey records

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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