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BEfORE THE fLORI DA PUBLIC SERVICE COMMISSION 

In re: Appl i clll i o n n f Ni ll c r Co.1s 
Cornpnny ( \ ll nn,. " "'" nr · l .ll I 11 11 1 n l • /i. 

llP('I\ FT N!l . IIIII •l'llr I iU 
URUE.R NO. 21390 
ISSUED: 6-16- 89 

The following Commissioners participated 
disposition of t hi s ma tter: 

NI C..:IIAEL Mc K. WILSON, Chairman 
THOMAS M. BEARD 

BETTY EASLEY 
GERALD L . GUNTER 
JOHN T. HERNDON 

NOTICE Of PROPOSED AGENCY ACTI ON 

ORDER PRESCRIB IN\ DEPRECIATION RATES 

BY THE COMMISSION: 

in the 

N0 flC..:f ~~ hctuby g1 ve n by che flor ida Public Service 
Commission that the action di scussed herei n is preliminary in 
nature and will become final unless a person whose interests 
are adversely affected files a petition f or a forma l 
proceeding, pursuant to Rul e 25 -27. .029, Fl o rida Administr.,t i vc 
Code . 

Rule 25-7.045(8)(a), florida Adminis t rative Code, requires 
natural gas utilities subject to t hi s Commiss i on's jurisdiction 
to file a c omprehensi ve study at l east o nce every five (5) 
years . In compliance with t hat Rule, Miller Gas Company 
(Miller o r uti lity} filed a deprec iati o n studv ( study) o n 
No vembe r 16 , 1988. Ni liPr · :: !.1 :< 1 ,, • .,,.,:.,: ttp l t o n ot 
d••rt<',' t.Jtll•n t.rl ~· '"'·' "' t mpl..:rncnlo.!d 111 1984. Rates prescribed 
o thc1t time wctc based on a reserve-sensitive remaining life 
methodo l ogy. 

The Commission Staff h as reviewed the utility's study and 
has recommended certain modificA t i o n s to the doprocio ti o n roto 
compo nents. Hnvinq tuvlm,.cd Lho ut i lity' s s tudy and having 
conslder~o~d the modi t ica tio n s proposed by Staff, we find that 
Miller's rates shou l d be represcribcd consistent with the 
Staff· s r ecommcndal ion. The specific rates and components 
be ing approved by this Order are set forth in Attachment 1. 
Ma jo r adjustments to i ndividual accounts arc discussed bel ow. 

QFPREC IATillN RAI'FS AND ANOIU'lZATlON SCHEDULES 

ATTACHMENT 1 

The major di f f erence between t he positions of our Staff 
and the utility i s that t he ut il ity's ca l c ulated av0roQP nao o f 
surviving inv s t ml ' lll .1 :;:1 11111P d lh.rl :r ll .u l r lll lr~ n :. nrH.I rutltumonts 
cwc·ur ,, , Uw lw\)luntny o l t.:d <.: ll Y'-' <11 wherea s the Staff utilized 
thd "half-yeat con venti o n" whi ch assumes that additions and 
retirements occur throughout t he year and , therefore, o n t he 
average, occur in the midd l e of the year. We agree with our 
Staff ' s rec alculati o n o f the average age using t he "half-year 
convention in deve l op ing the ~pptoved remaining lives .-
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There a r e cur rently two amortization schedules designed t o 
r ecover t he histo ric and prospective reserv e de f icits 

ht sto ri c po r t i o n wil l he f ully amort ized by July L. 1989. At 
ca lculated as a resul t of the last repre scr i ptio n. The I 
that ti m , l hu 11111111411 O XfHl ll ~l ll O l $11 ::! ' 1 il :l:lUI..~ llll l.ld ldl h t h is 
amortizat ion s hould continue to be boo ked and appli e d to the 
write-of f of the prospective reserve deficit which cur rently 
has fifteen (15) r emaining years i n its amo rt iza t ion . This 
will ef f ective ly shorten the r e maining amo r tization to 8.4 
years . 

Distr ibutio n P l ant 

Our Staff is in basic agreemen t with the uti l i ty's 
se lected service 1 i fe factor s for t he account s in Di str ibut ion 
P l a nt. The differences i n r ema ining l ife (acto rs arc gene rally 
t he result o f Staf f ' s recal c ul a ti ng t ho average age referred to 
above by using the ·ha l f-year convention .· The exc eption to 
this i s in Meter s, Account 382, for whi c h our Staff selected a 
se r vice li fo mo r e indica t i ve of t he h istoric acl iv ity of the 
account. 

The mai n issue I n lht! Ut t~l l lbutlon l' l a nL i s tho cos t o t 
removal associ ated with Mai ns, Account 376 , and Se rvi ces, 
Accoun t 3 80 . Ma i ns and Serv ices are generally abando ned in 
place upon being reti red. The current prescribed ne g a t ive net 
s alvage compone nts give s ome rt'cognit ion to t he costs e xpected 
t o be i nc urred upo n tho ab~ndonm<ln l. When a main 0 1 a s t!rvico I 
line i s a bandoned in pl ace, it is phys ical ly disconnected, 
i.e., the crew digs down to t ho service line or main, cuts and 
caps i t , (purging the main o r se rv ice line of all gas), 
refil l ing t he hole and restoring t he r oadway . 

Mi ller h a s not e xpertenccd any ret iremen t s o f mains t o 
date s o there is no data to r ev iew, relating to the cost of 
r emoval. On the o t her hand, Mi ller's cost of removal 
associa ted with service line r et i rements, has historically bee n 
c h<J rgod os a ma intenance e xp.•nso ril t ho t t han cot"roct ly bo inq 
charged t o a reserve. The u ti lily has e xpressed its intention 
to compl y with t he requireme nts of Rule 25-7 . 014(1), F l orida 
Administrative Code, by providing proper accounting t r e atment 
for cost o f removal o C mains a nd se rv ices . We agree with t he 
Staff t ha t an aud it s hould be pe rformed s ix months f rom the 
do l <l o f thi:s Ordor l o tJ :: s u t <' th .ll liti s it m has b ~cn corroc-lcd 
a nd t hat Mille r i s i n compliance with t ho Uni fo r m System o( 
Accounts . If, at tha t time . t he u t ility i s still not in 
compli a nce, we di recl Staff Lo bri ng t hi s matter back fo r 
further c o ns ide ration. 

Genera l Pl ant 

Miller selected average serv ice lives for the Office 
Furniture, Office Equ ipment and Transpo r tation accou nts in-line I 
with industry ave rages fo r s imilar type of equipment. As in 
other accounts, the di ffer e nce between the ut il i t y's a nd 
Staff ' s average remaining lives is d ue t o the ·ha l f-yea r 
convent ion· ca l cu l ation . The net salvage facto r our Staff i s 
r ecommend ing and we a pprove, f o r the Transpo rta t i o n account, is 
bas ed upo n recent account activity. 



I 

I 

I 

ORDER NO. 21390 
DOCKET NO. 881496-GU 
PAGE 3 

The Too ls and Othe r Wo t k Equipme nt Accoun t , Accoun t 394, 
includes equipment used in construction and repair wo rk. Our 
Staff's recommendation reflects that short-lived tools, such ~s 
hand too ls, are bei ng phase d o u t with the $ 5 00 capitalization 
fl oo r establishe d in retire me nt unit rul e for gas compani es 
(Rule 25-7.01161, F'.A. C.). 

The underlying s ervice lives for the currently prescribed 
remaining lives for Communication Equipment and Miscellaneous 
Equipment are r e flect i ve of tho age of the surviving 
iiiV OSl1110 IIl S Ill t h u l .lst 1 0\II!>SC.: I \pt\ 0 11 11111J thO fll C t thlll thO 
utility had no plans t o retire any of the then existing 
equipment. Since that time, al l the communication equipment 
has been retired and replaced with a new radio system and 
teletype equipment. We agree with our Staff's recommendations 
wh.ich are based upo n t he ,,ssu mpt ion t hat t he r ecently rep .laced 
equipment will experience a l ite patter n s imilarly to the 
industry' s . 

Mi s cellaneous Equipment, Account 398, i s co~prised of 
eq·ui pmen t s uch as fire e xtingui s hers, bins, etc., placed in 
se·rvice in 1965. The average life has been recalc ulated to be 
t we nty-f i ve ( 25) yea rs. The reserve for this account is only 
$11 s ho r t of bei ng fully depreciated. For this reason, we 
agree with o ur Staff • s recorrune1ndat ion that the utility book the 
$11 in the 1989 so t he embedded cost will be ful l y accrued and 
t he n apply a who l e li fe r ate of 4.0\ ( 2 5 yea r service life with 
l\l>tll n u l ~:11vn1Jt1) l' l\ 1 n n y 111'1" ,,d(l l t l . m :: , 

Based upo n the f o regoing, it is 

ORDERED by the Florida Publ ic Ser vice Commiss 'on that the 
depreciation rates a s set fo r t h in Attachment 1 t o t his Orde r 
are here by approved for Mill er Gas Compa ny. I t is f ur ther 

ORDERED t hat Miller Gas Company s ha ll proper l y reflect 
costs o f removal incurred fro m reti rements in accord with the 
Fede r a l Ene rgy Re gulatory Commiss i o n ' s Uniform System of 
Acco unts within s ix ( G) month~ or t. hc diltu or t hi s Ordo r. I t 
Is f urther 

ORDERED that the effective date of t he new depreciation 
rate is Ju ly 1, 1989. I t Ls furthe r 

ORDe RED t hat. this Orde • s hJ II become fin<~l and t hi s d ocket 
c l osed unless a pet itio n or formal proceeding is receiv2d by 
the close of business day o n July 7, 1989. 

By ORDER of t he f l orida Public 
t hi s ____il_t day o( ___ JUNE ______ _ 

(SEAL) 

MRC 

Servi ce 
1989 

Commission, 
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NOT ICE OF' F'l/RTHF:R PRQC"F:F:111NC.::. OR ,1\IIHCIAI. R I~VI"\'1 

The Florida Public Service Commission is required by 
Section 120.59(4). Florida Statutes, to notify parties of any 
administ rative hearing or judicial revi e w of Conun i ssion orders I 
that i s ava i lable unde r Sections 120. 57 or 120 .68, Florida 
Statutes , as well as the proce dures and time limi ts that 
apply. This notice s hou l d not be c o nsl1uad lo me3 n all 
requests for an administ rdtive hearing or jud i c i a l review will 
be granted o r result in the relief sought . 

The action proposed herei n is pre liminary in nature and 
will not become effective or f:inal, except as pro vided by Rule 
25- 22.029. Flocida Admini s t rntivu Codn. Any p a rso n whoso 
sutJ::. lll n Lit~l lntCiiHl l :J tttcJ dl l u ..: Lud tJy Lhu .wt lun Pt Op Ol'lud by 
thi s o rder may file a petition for a f o rmal proceeding, as 
p rovided by Rul e 25-22.029(4). F lo rida Admini strative Code, in 
the f o rm pro vided by Rule 25- 22 .036(7)(a) and (f), Florida 
Administrative Code. Thi s pet i tion must be received by the 
Directo r, Divi s i o n o f Records and Repo rting at hi s office at 
101 Eas t Gaines Street, Tallahass e e , Florida 3 2399 - 0870, by t he 
c lose of business o n July 7, 1989. In the absence of such a 
pet itio n, this o rder s hall become effective July 10, 1989, as 
prov ided by Rule 25-22.029(6 ), Flo rida Administra t ive Code, and 
as reflected in a subsequent order. 

Any object i o n o r protes t fi l ed in t hi s do c ket bef o re the 
t :. :HHH I ' dlllO O l lid S l)ldUI I S 'O II:Ii d U II lll oii) II II I<) III! IJ UIII ~·SS ll 

satisfies the foregoi ng condit i o ns and is renewed within the 
specified protest period. 

If this order becomes final and effect ive on July 10, 
1989 , any party adversely affected may reques t judicial review 
by the Flo rida Supreme Cour t in t he c a se o f an e lectric , gas o r 
tele pho ne util ity or by the First District Court of Appeal in 
the case o f a water o r s e wer utility by filing a notice of 
appeal with the Directo r, Divisio n of Record s and Re porting and 
filing a copy of the no tice of appeal and the filing fee with 
the appro priate c o u rt. Thi s Ciling must be compl eted within 
th i rty (30 ) d a ys of the effective date of this orde r, pursuant 
t o Ru l o 9.1 10, Fl o rin,, llult~:1 o r Appo llntc~ l'ro c od 111 0. The 
IIO LI C u O l appC:H II IOU :> L l>u Ill lhtl LO IIII StJUl: l llud Ill Rul e 
9.900 ( a ). Fl o r ida Ru les of Appel la te Procedure. 

I 
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ACCQJIII 

D I SIll lUll 011 PLAII I 
376 ""In• • Othor thon Pl .. tlc 
laO Sorvlcoa • Other than Pl aot lc 
l-81 lletera 
343 Mouso IRg<Jla tora 

391 
l 91A 
392 
];94 

lo96 
.).911 

GENERAL PLAIIT 
Off ice f urniture 
Office r~l.-.nt 

Tr-tat l on (~1.-.nt 
Tool• ard Other f~l.-.nt 
c_,.lcat l - (OJI.-.nt 
lli ocol lwwouo Otller l~l~t 

loot.dded ....... t..,t 
• .., Addltlona 

l(COIIUY Stllf.DUI.ES 
Mlator l c l eaerw Defici t 
Proa~tlw haerve Deficit 

387 
.1\TTACIUIENT 1 

lllllU "'' CQIOI>Alit 

19M $Tli)Y 

c 0"" I S S I 0 N APPROVED 

A~tucr ICOUI I.N I NO 
I(IIAINING NE T IOOIC LHf 

Llf( SALVAGE R(S(RVE lA![ 

l yra) <X> IX) CX> 

26 (30 45. 117 u 
21 (35) 49.01 3 .7 

11.6 0 19.90 2.3 
9 .3 0 70.112 3. 1 

10.2 0 44.21 5.5 
7.3 0 17.011 11.4 
3.5 10 43.29 13.3 

16. 11 0 46.111 3.2 
1=' . 2 0 )6. 0l s.z 

.. ' 
25 .0 0 4. 0 • 

II. 4 YR • AIIOII II ZA II 011 

' 
llholo II fo rate. 

hlatu to annual "'"'" t l utlon eapensu of $1,42J. 
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