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Re: Docket No. 12032S-GU: St. Joe Natural Gas Company's Application for Approval of New 
Depreciation Rates 

Dear Ms. Stitt: 

Enclosed is the Staff Report regarding your depreciation study filed in the above 
referenced docket. Please provide your response to the attached report by February 26, 2013. In 
your response, please identify areas of concurrences or differences, and any additional 
explanation you believe is pertinent. 

If there are any questions, please contact me at 850-413-6540 or sollila{@,psc.state.f1.us. 

Sincerely, 

Sue Ollila 
Economic Analyst 
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cc: 	 Division of Economics (Higgins, McNulty, Stallcup, Wu) 

Division of Accounting and Finance (Cicchetti) 
Office of General Counsel (Klancke) 
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Natural Gas Company 
2012 Depreciation Study 

No. 120325-GU 
Staff Report 

notes that this report represents initial position. 

Information includes information to understand proposals. 

B. Questions includes questions about 
Company) depreciation study .. 

Joe Natural Company's (St. or 

c. Staff's Initial Proposals -
concurrence or exceptions. 

proposals which Joe's 

tables provide 
for all accounts. 

initial position on inputs, and 

A. Information 

D. Summary Tables -

four 

Depreciation" Colunm H) 
recalculated rates are what 

proposed Qe]:)reC:latlOI 

considers as St. Joe's proposal. 

over 20 years: 	 rounded to the nearest whole year 
Remaining lives than years: 	 rounded to one decimal place 

rounded to the nearest whole number 
rounded to two 
rounded to one 

Net 

rates: 

A reserve npr,r'pnte> .-....a.,,'''',. than 1 00 is not ne(:es:;;an 
Account 380.2, 

Because cost 
less than I is not inappropriate. 

example, 

reserve, a 

B. Questions 

response. 
to each question, adding any additional that supports the 

tax or flowing back any 
by a change to depreciation 

1. amortlZlng any 
excess 



2. 

a. 	 the types of meters whlch installs on its its 

customer how meters may functionally from meters installed in 2008. 

b. 	 What are the criteria St. uses to its customer meters? 

c. 	 to resource the utility 
has relied upon to n"'T.~rn1 

d. 	 to petition. \\,That are the and removal costs 
associated with St. Joe's rYlPlrp,." and how were such and removal costs determined? 

e. 	 A Why has the utility identified zero net 

f. 	 How does Joe dispose its retired meters? 

3. 
explain why a rate Account 392, than the 

Commission ordered rate of 14.5% over the study period 2008 through 2012. 

did not include this account. St. Joe's last depreciation study, Docket No. 070737
GU included this but was no investment. Is Joe proposing to this account? 

C. Stafrs Initial Proposals 

are either general nature the theoretical reserve 
account a proposal to for 

state whether or not proposaL 
indicate why, 

5. 

In the study's 
rates even though calculated new new 
depreciation rates are displayed in Exhibit A, 
example, Account Meter Installations, the 
life, study indicated a remaining of 10 
approved rate is 3 We no change in the approved rate." remauung rate in 
Column page 2 of Exhibit A is 5.3%. The accounts this discrepancy occurs are: 

Account 380.1 Services Plastic 

Account 380.2 Steel 

Accotmt 382.0 

Account 384.0 Regulator Installations 

Account 387.0 - Other 


391.1 Furniture 

Account 1.2 - Office Devices 
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the depreciation 

6. 

391.3 
392.0 Transportation Equipment 

life depreciation rate is a 
reserve and net new study includes 

which inevitably results in a to depreciation rates. In sum, when an input 
rate Therefore, when changes to inputs result in a new 

depreciation rate, the new depreciation rate is the appropriate rate to be proposed even if the 
depreciation rate "minimal 

It is 
rates listed in 

St. Joe '-V"AU'--'" rates are fallout 

calculated the theoretical reserve based on its initial position. 
(391.3), 

proposal to reallocate the 

reserve wa<; 
reserve for but three accounts: 

and Power Operated (396). 
reserve imbalance is shown below. 

7. 
proposes to retain life 
years. Joe states 

47 which results in a life 
indication of many years 

a. 
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'Opnflf'>p remaining." believes an in life to years is appropriate; the remaining 
life will to 8.1 years 

b. 	 the study, the cost of 

current net salvage is (25)%. 


Staff notes that the fallout depreciation rate proposal is 	 a 

8. 
Joe is proposing depreciation parameters that life 

rate equal to is proposing to this account's net (30) to (25). 

Staff notes that change has the life rate from 5.3% to 
4.8%, or v~,<vU'F, from 

9. 
For account, St. 

rate equal to 5.2%. 
statewide 

from (20) to 
prClPO,slLlg a positive reserve 

rate to 4.4%. 

10. 
is proposing to 

Staff with this change. when is incorporated into the 
result is equal to 	11 The Company is proposing holding 

that the remaining life rate for account be set at 11 

11. 
a 

l'Y\~"A,.,nr of assets 	 to . 	 . . 
" Staff believes an 	 maremammg 

Staff notes that an life m a .......r ..... "C''''ti remaining life rate of 6.3% a 

pV"""'n(op. of $2,680. 

12. 
For this account, Joe is proposing a remaining depreciation rate of 14.2%. 

the company is concurrently depreciation parameters result life 
depreciation rate equal to 1 that the life rate for 
12.2%. Staff is also proposing a reserve transfer of $1,889 
remaining life depreciation rate 12.2% to 12.9%. 

13. 
to this reserve in 2011. 
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Account 

Numher 

383 

Account Title 

Services Steel 

Meters 

Meter Installations 

Regulators 

Regulator Installations 

Industrial Meas. & Reg. Equipment 

Structures & Improvements 

'Denotes a Reserve Transfer 

7.3 

170 

16.4 

22.0 

Future Remaining 

N{lt Salvage Life Rate 

3.4 

3.3 

3.6 

3.0 

3.4 

3.0 

0 

(25) 

0 3.4 

(40) 4.4 

(5) 3.8 

11.4 

D. 	 Summary Tables 

Summary for inputs, rates, resulting follow. Overall, 
staffs position li''''''l'''u.c,,,- to $1,940, 

Staff's Inltlal Position Attachment A 

Staff's Initial Position: '."m"'''r.~IU' QJlbtes lind Comlloneuls 

Currenl Slalf Recommnded 

o 
6.36.6 5 

9.5 o 8.3 
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Staffs Initial Position Attachment B 

Account 

NUmber 
Account Title 

Stair5 Initial Position: LUU..',.,-,:"", 

Current 
Annual 

3.3 

4.0 12,658 

3.3 2,151 

3.3 5,578 

3.8 1,I 00 i 

3.5 

12.5 

390 Structures & Improvements 2.5 

391.1 Office Furniture 6.7 

391.2 Office Devices 

11.4 

6.3 

12.9 

5.5 
6.3 

8.3 

6 



