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120 Holland Building
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Re: Docket No. 960715-TL, Proposed Amendment of Rule 25-
4.0174, Uniform System & Classification of Accounts-
Depreciation and Rule 25-4.0175, Depreciation and Repeal
of Rule 25-4.0176, Recovery Schedules

Dear Mr. Webb:

Enclosed are an criginal and two copies of the following
materials concerning the above referenced proposed rule:

1 A copy of the rules.
2 A copy of the F.A.W. notice.
3. A statement of facts and circumstances justifying the

proposed rules,

4. A federal comparison statement.

B A statement of the impact of the rules on small business.
&, No economic impact statement was prepared.

7. A statement that the agency has chosen the regulatory

alternative that imposes the lowest net cost to soclety.
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If there are any questions with respect to these rules, pleage
do not hesitate to call on me.

Sincerely,

L r4 i ""'.
L{. Goce W (alalu el
Diana W. Caldwell
Agsociate General Counsel
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cc: Division of Records & Reporting
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25-4.0174 Uniform System and Classification of Accounts
Depreciation.

{1) Depreciation rates are to be desigred 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 homogenecus in their
expected life and salvage characterig.ics, and are for the purpose
of establishing uniformity among the companies in depveciation
studies.

(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.

{1) 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 toc 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.
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{al] Support asgets #Aesets, Account 2110, The following
accounts shall be used:

1. Motor wvehicles ¥ehieles, Account 2112, The following
subaccounts shall be used,

a. Passenger cars and light trucks., This account shall

includ i a @

be. Heavy trucks and sp.cial purpose vehicles. This

subaccount shall include trucks of greater than one ton capacity.
cd. Tractors and trailers.
F——Epeaini—Turpose—Vehiclea—fecount 2334~
23. Garage work egquipment Weshk-Equipment, Account 2115. This

account shall include tools and equipment used to maintain
vehicles, it—shatt beused for depreeiatien—obudics—eonty +f the
Egquipment—

34. Other work equipment wesk—BEequipment, Account 2116. This

account shall include power operated equipment, general purpose

tocls, and other such work equipment items.

45. Buildings, Account 2121. Buildings-are—to—be-agsignhed—to
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56, Furniture, Account 2122.

63, Office eguipment Squipment, Acocount 2123, The following

subaccounts shall be used:

a. Office pgupport equipment Suppert— Baquipment. 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  equipment L I R TR )
Iepep it This subacccount shall include CPE and PBX equipment

installed for official company use.

78. General purpose computers Purpese—Cemputers, Account
2124.
(b) Central office switching effiee-Switehing, Account 2211.

The following accounts shall be used:

1 Analog electronic switching Slteetrente-bwitehing, Account
2211. This account shall be established for analog switching
equipment and peripheral gear. It shall include eguipment serving

analog switchers that is used solely for recording calling

CODING: Words underlined are additions; words in
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telephone numbers in connection with customer dialed charged
traffic dial tandem switchbocards and special service switchboards
used in conjunction with private line service. 1t shall not
include switchboards, and integral eguipment thereof, which perform
an operator assistance function.

- Digital electronic switching &ieetromre—bwitehing,

Account 2212. This account includes investments in digital

switches,
remote—and—digital owitehes—respeetivelyr 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 ~andem
switchboards and special service switchboards used in conjunction
with private line service. It shall not include switchboards, and
integral equipment therecof, which perform an operator assistance
function. Major components such as hardware, processors, and i=ae

cards that are expected to live substantially different from the

remaining switch investment ghould be considered as subcomponents
5 develsid i e e i L individial

develep the rate for the &hak account er—subaceeunt.

3. Electromechanical switching 6&witelhing, Account 2215.
This switching account includes investments in gtep-by-gtep etep—by
step or crossbar switchers. Ir does not include digital compatible

agquipment that is expected to live beyond the calculated life of
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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 cperator assistance function
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 switchboards used in conjunction with private line
service.

(c) Operator gystems 6&yetems, Account 2220. This account

shall include such charges as directory assistance, call interceprt,

and other operator assisted call completion activities. Thyse
following—onbaecow-s—ahali—be—waed
E S TR PR T

: Leinal IR o]

{d) Central gffice - transmission 6ffiee——TFranemission,
Account 2230. The following accounts shall be used:

1 Radio gystems 6&ystems, Account 2231. B e S e = = ]
St coREG— ST Ee—used-

i E o e b e —and

prm— e e Fopebrer

2. Circuit eguipment Seuipment, Account 2232. This
investment shall be subcategorized in accord with the planning of

the company, to be separated between the following:
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a. Analog Fhat—pertion—planned—for—retirement;
b. Digital That—peortion —copardered—yiapire—withiin—& 2
cManEdngaetwerk ) and

C. That portion associated with optic technolzgy.

(e} Information organization or termination 6rganteatient
Termination, Account 2310. The following accounts shall be used:

14. Public telephone eguipment TFelephone—Egquipment. This

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

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

25. Other regulated station equipment Regwiated—station
Eeppipmans This account shall include private line othes
miseellaneous equipment, telecommunication devices for the deaf, E-

m W i & e
, : . , i .
iﬁe{-ﬂd&d—-{-ﬂ"—&i——fhmg'h—w .
() Cable and wire facilities Wire—Faeiiteres, 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 furcher
subcategorized in accord with company planning; and

b. Fiber.

3 Underground cable &abie, Account 2422, The following
subaccounts shall be used:

a. Metallic. This investment shall be further
subcategorized in accord with company planning; and

b. Fiber.

4. Buried cable &€abie, Account 2423, The following

subaccounts shall be used:
a. Metallic. This subaccount shall be further
fedtowas
Et‘] "B!!Etllled EE!EI
i3 Filled :
o I \ . . haid i
L e S o e Y FE s SNt
b. Fiber.
5. Submarine cg¢able &able, Account 2424, The following

gubaccount shall be used:

a Metallic. This investment shall be further

subcategorized in accord with company planning.
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6. Intrabuilding nectwork cable . 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 gystems Systems, Account 2441,

{6) Depreciation rates used afte. July 1, 19968, danuvasy i
3988 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, and costs of removal are to be recoerded to the new accounts
for activity subseguent to July 1, 1996 danuary—3I—3568.

(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.

(c) If an exiating account, in the opinion of the Commission,
iz 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.

CODING: Words underlined are additions; words in

struelk—threugh type are deletions from existing law.
B -




12

13

14

15

16

22

23

24

25

History--New 4-25-88, Amended

25-4.0175 Depreciation,

(1) For the purposes of Part Il +this—pare, the fcllowing
definitions shall apply to small local exchange companies remaining
under te of r n io

(a) Category or Category of Depreciable Plant - A grouping of
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.
tvpe of equipment. on average, can be expected to prudently and
economically gerve the public,

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

of the date of study or implementation of proposed rates.
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3 2 = -+ =
A——E5S0—550
f—as—Ao— o525
e f—— E 5 G
T g
Totato———555—5545—545—545—626
{d) Mortality Data - Historical data by study category

showing plant balances, additions, adjustments and retirements,
used in analyses for life indications or for calculations ot
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.

2. The number of plant items retired (usually expressed in
dollars) each year and the distribution by years of placing of such
retirements.

i 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 l:fe
formula for calculating a Remaining Life Rate (RLR] 1s:

RLR Remaining = 100% - Regerve ¥ - Ay e Net Salvage \
drbbes—tiert o Average Remairing Life :n Years

(f) Reserve Data - Historical data by study category nhnowing
reserve balances, debits and credits sucn as booked depreciation
expense, salvage and cost of removal, and adjustments *c
regerve utilized in monitoring reserve activity and positicn.

(g} Reserve Deficiency - An inadequacy in the reserve of a
category as evidenced by a comparison of that reserve indicated as
necessary under current prcjections of life and salvage with that
reperve historically accrued. The latter figure may be available
from the company's records or may Trequire 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 showlag
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.

(j) 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 1items
or investment under study.

(1) wWhole Life Method - The method of calculating a
depreciation rate based on the Whole Life (Average Service Lite
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 = 100% - Average Net Salvage ¥

Average Service Life in Years
(2) (a) Ranges for basic life apnd palvage values,
established by the Commission. may be used by small LECs regardlesg
of the depreciation methodology utilized. The rangeg for basic
life and salvage values for small LECs are as follows: Ne—ubiiity
] . | — N

Small Local Exchange Companies
AVERAGE SERVICE LIFE NET SALVAGE
ACCOUNT (Years) {Percent)
GENERAL SUPPORT ASSETS
r ve
Pagsenger cars & light trucks &~ B 10 - 20
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reserv a s d W
Commission approval.
(3) {a} FEach cgompany wsilisy shall maintain depreciation

rates and accumulated depreciation reserves 1n Aaccounts or
subaccounts as prescribed by Rule 25-4.0174, F.A.C.,_and as set

forth in Paragraph (2)(a) of this rule., Companjes beilieies may

maintain further sub-categorization.

(b} Upon establishing a new account or subaccount

classification, each company weitiey shall request Commission
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approval of a depreciation rate for the new plant category.

{c) A _company's current averaqge service life is that which

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

acciv i ule, T ] i ! - [

average gervice life ig within apn establighed range, current

average service lives not reflected as a whole number shall be

rounded using traditional rounding methodology. (For example, 1.1

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

(4] If the company's proposed and current average sgervice

lives for a given account are within the ranges egtablished in

Eara 1Ci v
o {chin t] 14 !

(2} {a), no addirional support for those values shall be reguired.

rates—ie—peing—reguested—or—not, shall submit to the Divigion of
Records and Reporting Cemmissien—Elerkle—Offiee the original and
five hard copies, and a diskette fifeeen—eepies of the information
required by Subgection (10) paragraphs—{to+tar—threugh—{&+tht of
this rule andatleast—threc—ecopieco—of theinformat-ion—requiredby
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rates, Ypen-commissienapprovalby-erder—establohingan-effective
date, the company weiliey may reflect on its books and records the
preliminary implementation of the proposed rates as of the proposed
effectiv + These rates are subject to Commission approval
adiustment—when—final—depreciatiop—rates—are—approved.

(7) Any party protesting a Commission approved depreciation
life or salvage value, ghall carry the burden of proof in
demonstrating that each pr-tested wvalue is unsupported Dby the
operations and planning of each company.

18) 4=+ A depreciation filing eetwdy shall include:

fa) A comparison of current and proposed depreciation rates
and components for each category of depreciable plant. Current
rates shall be identified as toc 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 estimates.
Submitted data including plant and reserve balances or company
planning involving estimates shall be brought to the effective date
of the proposed rates.

el — A comparisen—ef—anhual—depreeiation—enpenge—reguiiing
from—eurrent—rabeg—with-the—expense—preduced—by—the propescd rates

rODING: Words underlined are additions; words in
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F e o e T e o = T T L S R B L L e LT
period—in—which—propesed—depreeiatiofr —rates —are —to—beoom:
L L T

(C) +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 {or the scheaule.

Ad) +&4 A general narrative describing the service
environment of the applicant company and the factors, e.g., growth,
rechnology, and physical conditions necessitating a revision in

rates,

filing shall include the information in Subsection (B) as well ag

the following:

la)+et An explanation and justification for each study
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category of depreciable plant defining the specific factors tha:
justify the life gor emd 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 dieeuse—any—propescd-transfers
oH—regerye—petweeh—ontegories—ar—aeesunte—intended—to eorroct
defieient—or—surpius—rese ve—patanees —it—shourd—atsee state any
statistical or mathematical methods of analysis or calculation used
in the design of the category rate.

Ab) R+ 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 retirements; must be
specifically enumerated and explained.

L) 4 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. Numerieal—data—shait

reperve—palanee_at—end—of-—yoar)—for-cach—year of activrty—fromthe

chet l.—tmmﬁeeed—e&dy—ﬁmﬁd&e&&&ﬂw—pﬁﬂem—mdw
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To the degree possible, data involving retirements should be aged,
(11}4+-{a) Companjes Yerldeies shall provide calcularions

of depreciation rates using ejither beth the wiole lifte met hod
e q

=

and the remaining life method. The use of one of these methods 1s

required for all depreciable categories. Compatriet—tay—ah T b

90 days of the effective date of this rule. Fajlure to file an
electjon shall result in the company's use of remaipning life
methodology. Oply one election regarding depreciation methodology
will 3 I

112) When a company elects whole life meihodology, no

oV im i eciation

(a) ¢ mpar e ] 5 g 3% :
d rminid inin ' i Vv Fe
selection, shall notify the Director of the Division of Auditing
i Fi ia) lysi ) ) . "
e |

(b) The possibility of corrective reserve transfers shall be

investigated by the Commission prior to changing depreciation

rates.
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4B a——Baeh-—company shaltlfile astudyp forcach eategory—of
depreaiable—property—for—Commisston—review —at —least—onee—every
Ehrea years from—the submissien—date—eofthep evious—study uniess
etherwige—regquired-by—the Commisoionr

(¢) It shall be a rebuttable presumption that in determining
the average remaining life, the mortality curve ghapes shall be
those used by the Commission the lagf time It prescribed rates.

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

ib) ted A company wuwtility 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 depreeiation——study no later than the
filing date of its Minimum Filing Requirements.

115) +5+ Included as part of the annual report filed pursuant
to Rule 25-4.135 »5—<4—838, F.A.C., each company shall provide
Schedule B-3 B—%a, Analysis of Plant In Service, and Schedule B-4
B—5b, Analysis of Accumulated Depreciation. Schedule B-3 B8—=5a
shall include bocked plant activity (plant balance at the beginning
of the year, additions, adjustments, transfers, reclasgifications,
retirements, and plant balance at year end) . Schedule B-4 85Pk
shall include reserve activity (reserve balance at the beginning of

the year, retirements, accruals, salvage, cost of removal,
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ad-ustments, transfers, reclassifications, and reserve balance ar
year end) for each category of investment for which a depreciat:ion
rate, amortization schedule, or capical recovery schedule has been

approved. TFhese—sehedules—shall—indieate—fo —ecach—eategory that

depreeiation—rates,amortigation—ererpital—recovery-scheduies and
e . ; hall 1 ] il .

requested—-

) Pri ] i £ reat I rommiss ] -
approve capital recovery schedules to correct calculated
deficiencies where a utility demonstrates that replacement of an
installation or group of installations is prudent, and the
associated investment will pot be recovered by the time of

{b) The Commission may approve a gpecial capital recovery

schedule when an installation is degianed for a specific purpose o
2 Limi i d .

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

annual capital recovery schedule expense must be maintained as

subsidiary records.

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 4-27-88, 12-12-91, .

25-4.0176 Recovery Schedules to Promote an Economical and Efficient

Telecommunications Network, TFhe<Cemmissioncneouragesaneffiretent

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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FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 960715-TL

RULE TITLE: RULE NOG. :
Uniform System and Classification of 25-4 0174

Accounts - Depreciation
Depreciation 25-4.0175%
Recovery Schedules to Promote an Economical

and Efficient Telecommunications Network 25-4.0176

PURPOSE AND EFFECT: The proposed rule amendments conform the rvle
to the 1995 changes to §. 364.052(2) (a), 7S, by establishing ranges
of basic factors for lives and salvage values to be used 1in
developing depreciation rates for certain small local eichange
companies. Filing requirements are streamlined and some flexibility
is allowed companies in determining their depreciation rates in
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 depreciaticn rates for small local
exchange companies; reduce the number of copies required by the
Commission Clerk's office; reduce the wvolume of information
required to change depreciation rates; allow flexibility 1in
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: 350.11%, 364.03, 364.17 F5,




WRITTEN COMMENTS OR SUGGESTIONS ©CN THE PROPOSED RULE MAY Bi
SUBMITTED TO THE FPSC, DIVISION OF RECORDS AND REPORTING, WITHIN .|
DAYS OF THE DATE OF THIS NOTICE FOR INCLUSION IN THE RECORD OF THE
PROCEEDING.

HEARING: IF REQUESTED wWITHIN 21 DAYS OF THE DATE OF THIS 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 THF ECCNOMIC
IMPACT STATEMENT IS: Director of Appeals, Florida Public Service
Commission, 2540 Shumard Oak Blvd., 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
legs than ten percent +8% of the original primary account.

(3} Notwithstanding Subsection euvbeeetion (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 tollowing accounts and subaccounts, where applicable,

shall be used in the design of depreciation rates.




{a) Support asgets Aesets, Account 2110. The fol.-w.ng
accounts shall be used:

1. Motor vehicles Vehieles, Accourt 2112. The follow.ng
subaccounts shall be used,

a. Passenger cars and light tyucks. This account shall include
pagssenger cars and trucks of one ton in capacity or legs.

b—Light—trueko—Fhio—oubaecount—ohatl—inelude—tru fo—oione

; . ; ‘

be. Heavy trucks and special purpose vehiclesg. This subacc

shall include trucks of greater than one ton capacit/.

cd. Tractors and trailers.

2-—Epeetal PurposeNehieles—Aecount—2itdr

23. Garage work equipment Werl—Beuwipment, Account 2115. This
account shall include tools and equipment used to mailntain

vehicles. +t—ehati—be—used—fer—depreeiation—etudies —onty—i—ihe

Eguipment—
34. Other work eqguipment werk—Bguipment, Account 2Z1l6. This
account shall include power operated eguipment, general purpose

tools, and other such work equipment items.

45, Buildings, Account 2121. Butldinas—are—to—beassigned—teo
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b—pPlant—buildinge-whiteh- netude-work eenters,—garagen, ooy
Eraining-eenters,—warehouses—pote—yardt —pre—fab-butrtdinags housi g
remote—awibtaherg,—sheda —ropeater—hmEs—and—teased quartoros -

53&. Furniture, Account 2122.

6%. Office eguipment Beuipment, Account 2123. The ftollowing
subaccounts shall be used:

a. Office support equipment Suppert—Bquipment. This subac-ount
shall include office devices su~h as typewriters, cash regiuot.g
check writers, calculating, reproducing, addressing, billing,
blueprinting, and other office machines.

b. Company commupications equipment €emmumiecations Bgurpment .
This subaccount shall include CPE and PBX equipment installed for
official company use.

78. General purpose computers Purpese-Computers, Account 2124.

(b} Central pffice switching 6ffiee—Bwitehing, Account 2211.
The following accounts shall be used-

1. Analog electronic switching BleetrenteSwitehind, Account
2211. This account shall be established for analog switching
equipment and peripheral gear. It shall include equipmeunt serving
analog switchers that is used solely for recording 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.

2. Digital electronic gwitching ElectronteSwitehing, Account

oo il




2212. This account includes investments in digital switches.
Individual subacesunta—ahalt—be—ecatabitohod—for—hont — romoto e
dHartat—owitehes, —reopectivedyr This svitching account shall
include equipment serving digital electronic switchers that i1 e
solely for the recording of calling telephone numbers in connect:ion
with customer dialed charged traffic dial tandem switchboards anag
special service switchboards used in conjunction with pritate line
gservice. It shall not include switchboards. and integral equipment
thereof, which perfora an operator assistance function. Major

components such as hardware, processors, and Hme caris that are

expectid to live substantially different from the remaining swit.=:

investment ghould be considered ag subcomponentsgs in developing

the rate for the shat account er—aspacceunt.

i1, Elecrromechanical switching BSwitehing, Account 2215. This
switching account includes investments in gtep-by-gtep step-by-gtep
or crossbar switchers. It does not include digital compatible
equipment that is eypected 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 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 switchboards used in conjuaction with private line
service,

(c) Operator gystems Systems, Account 2220. This account shall
include such charges as directory assistance, call intercept, and
other operator assisted call completion activities. Fhe—feliowing
subaecounts—ghall—be—useds

R o 1e e E A e LY

F—Bigitaleor—digital cempatibler

{d) Central cgffice - transmission &ffiee——Fransmigsion,
Account 2230, The following accounts shall be used:

1. Radio systems &ystems, Account 2231. Fhe—fellowing
Supaccounts—shali—be—uged-

a—Mierewave—Radio—and

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

a. Analog Fhat—pertien—planned—fer—rebirement;

b. Digital That-pertien—eensidercd—viable-within theexisting
network; and

c. No Change.

(e} Information grganization or termination Orgapigatiens

Ferminatien, Account 2310. The following accounts shall be used:

Jr—Private—rine-Bauipment——This-aecount—shall thelude—enhaneced
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14. Public telephone eqguipment Felephore—Bquipment. This
account shall include coinless, coin-operated (including public and

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

25, Other regulated station egquipment =Reguiated—EEation
Eauipment. This account shall include private line etkes
misesllanceous equipment, telecommunication devices for the deaf, E-

1 _egquipm w i j i e
: . , : : i el ! . :
ineludedin—{—through—4—abeve.

{f] Cable and wire facilities Wire—Faeilities, Account 2410.
The following accounts shall be used:

1. No Change.

2. Rerial cable €akle, 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 €abte, Account 2423, The following subaccounts
shall be used:

a. Metallic. This subaccount shall be further gubcatedorized
in accord with company plaaning; and euwbaceounted—as—feollows:

B e TR S S R S
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b. Mo Change.

5. Submarine cable ¢€able, Account 2424. The follow.ng
subaccount shall be used:

a. No Change.

. Fiber.

6. Intrabuilding petwork cable Neewerk—€able, Account 24I+
The following subaccounts shall be used:

a. - b. Ne Change.

7. Aerial wire Wire, Account 2431,

8. Conduit gystemsg Syskems, Account 2441,
{6) Depreciation rates used after July 1, 1996, Jafdary -

3588 shall be based on the account classifications in the USUA and
this rule. In implementing these rates the following procedures
shall be followed:

{a) Reserve ac-ivity data, plant activity data, salvage costs,
and costs of removal are to be recorded to the new accounts for
activicy subsequent to July 1, 1996 Jafuwary—ir—i566.

(b) - (c) 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 Il &hie—pare, the following
definitions shall apply to small local exchange companies remaining




under rate 1 qula

fa) No Change.

(b) Average Service Life - The perjod of time that the givep
rype of egquipmen%, opn average, can be expected t¢ prudently and
e mi ve ic

(c] 48+ Embedded Vintage - A vintage of plant in service as of

the date of study or implementation of proposed rates.
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(d) No Change.
1. - 2. No Change.

i. The net increase or decrease resulting from purchases,




sales, or adjustments, and the distrihution by years of placing of
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) 1is.

RLR Remaining = 100¥ - Reserve % - Average Future Net Salvage %
brfe—fate Average Remaining Life in Years

(f) Reserve Data - Historical data by study catego:y showing
reserve balances, debits and credits such as booked depreciation
expense, salvage and cost of removal, and adjustments to the

reserve utilized in monitoring reserve activity and position.

fg) - (1) No Change.
(2) (a) Ranges for basic life and galvage valueg, established
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(3) (a) Each company weitity shall maintain depreciation rates

and accumulated depreciation reserves in accounts or subaccounts as
prescribed by Rule 25-4.0174, F.A.C., and asg set forth in Paragraph
(2){a) of this rule. Companies Ueilities may maintain further
sub-categorization.

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

c ! v v i i W
been approved by the Commission and in effect as of the effective

date of this rule. To determipe if a company's current averade




rvi i wi i a ished range, average
gervice lives not reflected as a whole numbe; shall be rounded

using traditional rounding methodology. (For zxample, 1.1 - 1.4
rounds to 1.0 ; 1.5 - 1.9 rounds to 2,0.)

m . Ve o i ca
iv iv wi
Paragraph (2)(a), no additional support for those values shall be
i ! r v
for a aiven account are within the ranges established in Paraaraph
(2) (a), no additional support for thoge wvalues shall be vequired.
The company shall submit to the Division of Records and Reporting
I iginat; fi fia i i 1 iis) ¢ bl Lt rHaE
saqiired By Sul : (8) of thi ]
(5)444% A company proposing basic life or salvage values
id c e _ .
ueitity—fil-ing—a—depreciation—study,—regardicas—tf—a change—in
rates—is—being—reguested—or—neotr shall submit to the Division of
Records and Reporting €emmissien—<clerkio—Gffiee the original and
five hard copies, and a diskette f£ifreen—eopies of the information
required by Subgection (10) peragraphe—{6rtat—threvgh—{t&+thr of
this rule ard—at—least—threecepicsof theinfermation required by

date, the company weitity may reflect on its books and records the

prelimipary implementation of the proposed rates as of the proposed
effective date.r These rates are subject to Commjgsion approval




(B)46+ A depreciation filing eeudy shall include:

fa} - (b! No Change.

(c)+eé4 Each recovery and amortization schedule currently 1in
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.

{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 service life or galvage

value for any given cateqory of depreciable plant is not within the

established range., the company musgt file the information in




Subsectio ' ' v

= r f
galvage v ' ' e
£ilina shall includ ) {ng , . " uell &8
the following:

la)4+e+ An explanation and justification for each study
category of depreciable plant defining the specific factors that
justify the life or amd salvage components and rates being
proposed. Each explanation and justification shall include
substantiating factors utilized by the :ompany in the design of the
depreciatlon rates for the specific category, e.g., company
planning, growth, technolegy, physical conditions, and tr~nds. The
explanation and justification shall diseuss—any-preopescd—transfere
rf—regerye —petween—categeries—er—aceounts—intended —to correas
Aefr e ARt — G —Surpue—regerve—patanceg— - ahouid-atee state any
statistical or mathematical methods of analvsis or calculation used
in the design of the category rate,

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

{g)+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. HKNemerieal—data—ehald
inebude plant—aepivity (gresg—addr s iong - adiustmento —robrremenio
and—plant—batanee—at—end—ol —yoari s wWeld—ao—regerve - aeb vy




To the degree possible, data involwving retirements should be aged

{11)4%-(a) Companjeg Yeilitdies shall provide calculations of
depreciation rates using either beth the whole life methud or ans
the remaining life method. The use of gne of these methods 1is
required for all depreciable categories. ~Cempanies—may —Subintt
add i tonal—stadics—ormethodsfor—eonsirderatton-by—the Comminnion

{12) When a company elects whole life methodology, no recovery
This methodos : s

L)
id

{b) No Change.




' 2oty lon that in determining
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{14) (a)+k+ A company weiliey propo~ing an effective date of
the beginning of its fiscal year shall submit its petition for a
change in depreciation rates depreeiatieon—study no later than the
mid-point of that fiscal year.

Ibl4e+ A company weiltity 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 depreeiation—study no later than the
filing date of its Minimum Filing Requirements.

(15) 49+ Included as part of the annual report filed pursuant
to Rule 25-4.135 25—4-9+8, F.A.C., each company shall provide
Schedule B-3 B—5a, Analysis of Plant In Service, and Schedule B-4
-5k, Analysis of Accumulated Depreciation. Schedule B-3 8—%a 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 Peosn
shall include reserve activity (reserve balance at the beginning of
the year, retirements, accruals, salvage, cost of removal,
adjustments, transfers, reclassifications, and reserve balance at

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




rate, amortization schedule, or capital recovery schedule has been

approved. Fhese—sehedules—shallindicateforcack-—cateqory that{tas

installation or group of installations jg prudent, and the

associated investment will not be recovered by the time of
I n E L
{ m v L4 Ve

annual capital recovery schedule expenge must be maintained asg

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




Telecommunications Network. FThe Commissiop-encourages anoffieiont

Specific Authority 350.127(2) FS.

Law Implemented 350.115, 364.03 FS.

History--New 9-8-81, Formerly 25-4.176, Repealed :

NAME OF PERSON ORIGINATING PROPOSED RULES: Pat Lee, 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, 1if
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 appeal is made. The Commisasion 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-B00-555-8771 (TDD).
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Rules 25-4.0174, 25-4.0175% & 25-4.017
Docket No. 960715-TL

STATEMENT OF FACTS AND CIRCUMSTANCES
JUSTIFYING RULE

Section 364.052(2) (a}, Florida Statutes was revised by the
Legislature to require the Commission to establish by rule, ranges
of basic factors for lives and salvage wvalues to be used :@(n
developing depreciation rates for rate base, rate of return
requlated companies.

STATEMENT ON FEDERAL STANDARDS

There is no federal standara on the same subject.

STATEMENT OF IMPACT ON SMALL BUSINESS
Naone.
STATEMENT THAT THE AGENCY HAS CHOSEN THE REGULATORY ALTERNATIVE
THAT IMPOSES THE LOWEST NET COST ALTERNATIVE TO SOCIETY

An EIS was not prepared as the Commission determined that no
substantial additional costs or significant adverse impacts have
been identified.

The Commission has chosen the regulatory alternative that
imposes the lowest net cost to soclety.
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