





application of the net salvage 10% adjustment because the average service life of 6 years is

the more expected useful life of transportation equipment.

Similarly, the “net salvage adjustment” used in the Rule for 395.7-Power Operated
Equipment is 5%, which effectively increases the expected life from 12 years to 12.6 years.
KWRU asserts, again without providing any evidence, that it meets the underlying purposes
of the statute, without application of the net salvage 5% adjustment, because the average
service life is 12 years which is more consistent for the expected useful life of Power
Operated Equipment. Any evidence that might support these assertions would had to have

been provided as discussed in Paragraph 9 below.

KWRU?’s assertion that its service lives are more consistent with the expected useful lives
misses the point and is unsupported by any evidence. The addition of a net salvage
percentage captures the expected salvage value of property retired less the cost of removal
expressed as a percent of retirements in the depreciation rate formula. See Rule 25-
30.140(1)(q), F.A.C. The purpose of the addition of a net salvage percentage is to ensure
that the depreciation rates do not over collect for the property by “effectively” deducting

any value of salvage when the property is retired.

Further, net salvage value is the value of an asset at the end of its depreciable life. It is
determined by excluding the cost(s) of disposal from the estimated after-tax sale or other
disposal. For example, with respect to a vehicle, it is depreciated yearly by the determined
depreciation rate. If a vehicle is disposed of, the remaining value is the basic residual value
and must be removed from the books. Since these accounts have continually increased, it
appears that remaining values have not been removed from these accounts implying net

salvage has not been accounted for.

The Rule’s average service lives for wastewater systems including the net salvage
percentage increases are mandatory and not mere guidelines. The Wastewater System
Guideline Average Service Lives under section (2)(b) requires the inclusion of a net salvage
value of 10% for account 391.7-Transportation Equipment and 5% for 395.7-Power
Operated Equipment absent provision of highly specific justification by the utility to use

other percentages. This is spelled out in section (6) of the Rule which provides that when
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10.

the utility applies for a change in its revenue rates and charges, it may petition for different
average service lives justified by historic data, technical information or utility planning for

the affected accounts and sub accounts (i.e. a depreciation study).?

KWRU’s request for a test year was made July 29, 2024. The utility application for a change
in its revenue rate and charges was filed on December 13, 2024. The filing date was
established as of January 24, 2025. However, the request for waiver and variance was not
made until April 3, 2025, over three months later. Since the request for waiver and variance

was not made contemporaneously with the petition for rate change, it is untimely.

While section (6) does allow a utility to petition for different average service lives, those
service lives including net salvage must be justified by historic data, technical information
or utility planning for the affected accounts and sub accounts (i.e. a depreciation study).
KWRU has not filed historical data, technical information, or utility planning that would
justify a change from use of net salvage contained in section (2)(b). KWRU has merely
provided a bare assertion that the average service lives without net salvage is more
appropriate. The subjective assertion fails to meet the requirements of the Rule. The utility
has not provided any evidence to show that it has received no net salvage on these accounts

or that the net salvage rule should not be applied.

Moreover, KWRU’s reliance on the fact it has failed to include net salvage in past rate cases
as being consistent with the Commission’s longstanding interpretation of the Rule is
erroneous, irrelevant, and legally insufficient. Section 120.542(5), Florida Statutes, requires
a person who is subject to regulation by an agency rule file a petition for waiver or variance
with the agency. Granted the utility may have a perception that the Commission may have
somehow waived enforcing its own rule in the past, in the absence of external objections.
However, there is no lawful basis cited by KWRU that past inaction by the Commission
constitutes a waiver of enforcement of its own rules in the present absent a timely petition

for waiver or variance that satisfy the underlying purposes of the statute. An agency cannot

2 While the Petition also referenced section (7) of the Rule in footnote 2, it does not appear to be applicable. Under

section (7), to provide time for study development, any application for remaining life guidelines should be submitted
at least six months before the filing for a test year in connection with a request for a revenue rate increase. No
depreciation study was submitted six months before the test year request.
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lawfully and willfully ignore its own rules. The failure of a party to intervene or object in
prior cases does not create a constructive revocation of the Rule. The Rule requires use of
the net salvage in the guidelines absent a timely and substantiated request for different lives
based on historical data, technical information, or utility planning that would justify a
change from use of net salvage, which has not been provided. While the Commission must
apply its Rules even in the absence of an objection, OPC’s timely objection reinforces that

the Commission must follow the Rule.

11. Since KWRU has failed to file its requested waiver for variance in a timely manner and did
not provide any justification to support its untimely request, OPC request that any rate case

expense associated with this petition be disallowed in the pending rate case.

Wherefore, for reasons articulated herein, OPC request that the Commission deny KWRU’s
Petition for Variance or Waiver of a Specific Provision of Rule 25-30.140, F.A.C.
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