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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

IN RE: Amendment of Rules 25-4 . 0175, 
25-6 .04 36, and 25-7.045 , F.A.C., 
Depreciation for Telephone, Electric 
and Gas Utilities. 

DOCKET NO. 910747-PU 

ORDER NO. 25421 

ISSUED: 12/2/91 

NOTICE OF APO?TION OF RVLE AHENDMENTS 

NOTICE is hereby given that the Commission, pursuant to 
section 120.54, Florida Statutes, has adopted the amendments to 
Rules 25-4.0175, 25-6.0436 , and 25-7.045, F.A.C., relating to 
depreciation for telephone, electric, and gas utilities without 
changes. 

Rule amendment 25-7.045 , F.A.C., was filed with the Department 
of State on November 22, 1991 and will be effective on December 12, 
1991. A copy of the relevant portions of the certification filed 
with the Secretary of State is attached to this Notice . 

This docket is closed upon issuance of this notice. 

I 

By Direction of the Florida Public Service Commission, this I 
2nd day of DECEMBER 1 99 1 • 

(SEAL) 

WEW 
adp91747 . cjp 

, Director 
Records & Reporting 

rocu~::n !,'WPER-OATE 

l18 () 5 Q[C -2 ISjl 

!:PSC -RECORJS/i\EPOr. i ·~' "' 
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CERTJ F"lCATlON OF 

PUDLlC SERVICE COMM ! SSI OII AOI-lltiiSTRATIVE RULES 

fiLED WITH 'I'HE 

DEPARTME!JT OF STATE 

I do hereby certify: 

LA/ ( 1) The ~ime limitations prescribed by par~gr~ph 

1 20 . 54{ll){a) 1 F.S. 1 ha ve been complied with; and 

l.A/ ( 2) There is no administrative d e t e r mi nation unde r 

section 120.54(4) 1 F.S. 1 p e nding on any rul e cov e red by this 

certification; and 

LKI (J) All rules covered by this certifica ion arc filed 

within the prescribed t ime limitations of paragraph 120 .54( 11 ) (b) I 

F. S . The y arc.. filed not less than 28 days after th..: notice 

require~ by subsection 120.54(1) I F. s. l and ; 

LXI ( a) And arc fil ed not mor e than 90 days after th'1 

notice; or 

L_l (b) Arc fil e d noL mor e than 90 days af er Lhe not ice n o t 

including days an admi nistrative de ermination was pending; o r 

L l (c) Arc fil e d within 2 1 days after the adjournment of 

the final publ ic hearing on he rule ; or 

L_/ (d) Arc filed within 21 days after the date of r eceipt 

of all material authorized to be submi ted at th • hearing ; o r 

L l ( e) Aro Ciled within 2 1 days after the d ate t he 

transc r ipt was rece ived by this agency. 

Attached are the original and two copies of each rule covered 

by this certitication. The rules are hereby ado pted by the 
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unde r signed agenc y by a nd upon their filing wj h the Depar mcnt of 

Stat e . 

Rule No . 

25-7 .04 5 

Rulemeking 
1\Uthority 

350.1"'27 ( 2 ) 
366 . 05 (1) 

Specific Law Being Implemented , 
Interpreted or 
Hade Spcci fi e 

350.115 

Under the provi s ion of paragraph 120.541(13)(a) , F.S ., the 

rules take effect 20 days from the date filed with the Dcp<lrtment 

of State or a later date as set out below: 

Effective: 
(month) 

( S E A L) 

adp91747 . cjp 

(day) (year) 

.&.?~ 
Director. Division of Records h RP.porting 
'l'itle 

Number of Pages Certified 
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2~-7 .04 5 OepreciclCion. 

(1) For the purpose ot Ch i~ part, the following definition~ 

s h a ll apply: 

(~) Category o r Category of Oepr~ciable Plane A qroupi nq 

of plant f o r wh1ch a depreciation ra e is pre~cribod. At a minimum 

it s hould inc lude each plant account prescribed i n Pule 25-7.046 , 

F.A.C. 

(b) Embedded Vinc~ge - A vin age of plant i n service as of 

the d a te of study or implemcn ation of proposed ra es. 

(c ) Hortality Data - Historical data by study category 

showing plant ba l a nces, add1 t1ons, <tdjustments and retirements , 

used in analyses for lite i ndicat ions or for ca l c ulations of 

realized l ite . Preferably this is aged data i n accoru with the 

followi ng : 

1. The numbe r of pldnt items or equivalent units (usually 

expressed i n dollars) added each ca lendar year . 

2 . The number of plant items retired (usually expressed in 

dollars) each year and the distribution by years of p lacing of 

s u c h retirements . 

J. The ne t increase or deere sc re~ulting from purc has e s , 
l 

sa les o r ad justments and the dis lribulion by years of plac ing 

of such amount'> . 

4. The number that remains i n serv i ce (usually expr essed ~n 

d o llars ) at the end of each year and th distribution by years 

of placing of s uc h amounts. 

COOING: Words underlined a rc add itions ; words in 
~~~~gh type arc deletio ns from existing law. 

- l -

3 9 7, 



r-
398 

1 

ORDER NO . 
DOCKET NO . 
PAGE 5 

( d) 

25421 

910747-PU 

Remaining Life Method - The me hod of ca l culating a 

2 depreciation rate based on the unrecovered plant ba l ance , less 

J average future net sa lvage and the av rage remaim ng life. The 

4 formula for calculating a Remaining Life Rate is : 

5 Remaining Life = 100\ - BeservP \ -Average future Net Salyage \ 

6 Rate Average Remaining Life i n Years 

7 {e ) Reserve Data - Historical d~ta by study cate gory showing 

8 r eserve balances , d ebits and creJits , such as booked deprec iatio n 

9 expense , s alvage and cost of removal , and adjustment!~ to the 

10 r eserve utilized in monitoring reserve activity nd position. 

11 (f) Reserve Deficiency - An inadequacy in t he reserve of a 

12 category as e v idenced by a comparison o f that reserve i ndicated as 

13 necessary under c urre nt projections of life and s alvage with that 

14 reserve hist orica lly accrued. The latter figure may be avJilable 

15 from the utility ' s r ecord::. or may rcq_uirc retrospective 

16 ca l c ulation . 

17 {g) Reserve Surplus - An excess in the reserve of a category 

18 as evidenced b y a comparison of that res~rve indicated as necessary 

19 under current projections of life and sa lvage with t hat reserve 

20 h istorically accrued. The latter figure may be availabl e from the 

21 utili ty ' s records or may require retros pective ca lculation. 

22 {h) Salvage Data - Historical data by study category showing 

23 booklngs o f r etirements , gross sal»oqe and cos ~ of removal use d in 

24 analysis of trends in gross salvage and cost of r emoval or for 

25 calc ula tions of real ized salvage. 

CODING: Words underlined arc additions ; word s i n 
strHek thru~\ type re deletions from existing law. 
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1 ( i ) Theore t ical Rcscrv or Prospcct1vc Theorcttcal Reserve -

2 A calculated reserve based on components of t he proposed r~Le using 

J the formula: 

4 Theoretica l Reserve • Book Investment - Future Accruals -

5 Future !let Salvaye . 

6 (j) Vintage - The year of placement of a group of plant items 

7 o r investme nt under study. 

8 (k) Whole Life Method The method of calculating a 

9 de preciation rate based on the Whole Life (Ave r age Serv ice Life) 

10 and the Average Net Salvage. Both l i fe and sa l vage components arc 

11 the estimated or calculated composite of realized experience and 

12 expect ed activity . The formu la is: 

1J Whole Life Rate lOOl - Average Net Salv~ge \ 

14 Average Serv ice Life i n Y~~cs 

15 ( 2) (a ) No utility may change any existing deprc~iation rate 

16 or initiate a ny new depreciation rate without prior Commission 

17 approva l . 

18 (b) No utility may reallocate accumulated depreciation 

19 r eserves among a ny primary accounts and s ub-accounts wiLhout prior 

20 c ommission approva l . 

21 (3) (a) Each ut ility shall maintain depreciation ra cs and 

22 accumulated depreciation reserves in account s or subaccounts a~ 

2J prescribed by Rule 25-7 . 046, 1"./LC . Utilities may maintain further 

24 s ub-categori zation . 

25 (b) Upon establis h i ng a new account or s ubaccount 

COOING: Words underlined are additions; words in 
~h type arc del e tions from existing law . 
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1 c lassification, each utility shall r~qucst Commis9ion approval of 

2 a depreciation rate tor the new plant category. 

J (4) A ut ility filing a depreciation study, regardle9s if a 

4 c ha nge i n rates i s being requested ot" not, s hall ::;ubmit to he 

5 Commission Cle rk ' s of (icc (i f_t£P.O '"" copies of the informa ion 

6 r e qu i r ed by paragraphs (6) (a) through (6) (f) and (6) (h) of this 

7 rule and at least three copies of the information required by 

8 paragraph (6) (g). 

9 ( 5 ) 

10 approval by order e stablishing an effective date, t he utility may 

11 r eflect on its books and records the implementation of the proposed 

12 rates, s ubject to adjustment when f.ina l depreciation rates arc 

1J approved . 

14 (6) A depreciation study shall include: 

15 (a)_ A cornpa!iso n of current and proposed depreciation rates 

16 and compone nts for each category of depreciable pla nt. Current 

17 r ates shall be identified as to he effective data and proposed 

18 rates as t o the proposed effective date. 

19 (b) A comparison of annual depreciation expense resulting 

20 from current rates with those produced by the proposed rates for 

21 each category of depreciable plant. The plant balances may involve 

22 estimates . Submitted data including plant and reserve balances or 

2J company planning involving estimates should be b ought to the 

24 effective da te of the proposed rates. 

25 (c) £A£h ~Recovery and amorti~ation schedules c urre ntly in 

CODING: words underlined are additions; words in 
s~~~~gh type are do lc tiono from existing law. 
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1 eff ect ~hould be included ~i h any new filing show1 nq ota l amount 

2 a mortized, cf(cc ivc date, lc11g h of :Jchedule, annual amou nt 

3 amortized and rea~on for 

4 

!> 

6 

7 

8 

9 

10 

11 

12 

13 

14 

( d) A comparison of the accumulated book r-eserve to the 

pro~p~c~~ve t heor etical reser ve base d ~n p~oposcd rat~s and 

compone nts for each category of depreciable pl a nt to which 

depreciation rate~ are to be applied . 

(c) A general narra tive describing the service environment of 

the appl ican t company and the factors , e.g., growth , tecitnology, 

physical c o ndi t ions, leading to the present application for a 

r e v is ion in r ates . 

( f ) An expl anation and j ustification for each study category 

of depreciable plant defining the specific factors that justify the 

life and salvage components and rates being proposed . Each 

15 explanation a nd justification shall include s ubstant iating factors 

16 utilized by the utili t y in t h e design of the depreciation ra cs for 

17 the speci f i c category , e . g., company planning, growth, t echnology , 

18 ph y s i ca l conditions , trends . The explanation ilnd justificatio:1 

1 9 shall discuss a ny proposed tra nsfers of r eserve between categories 

20 or a ccoun t s i n tended to correct d eficient or s urplu s reserve 

21 b a l a nces . It should also state any statistical or mathematical 

22 methods o f a na lysls or calcula t ion used in design of the category 

23 rate. 

24 (g) The f iling shall contain a l l ca l cul ations , analys i s a nd 

25 nume rical bas i c d a t a used in t he design of the deprecia t ion r a te 

CODING: Words unde rli n e d are additio ns ; word s i n 
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1 for each category of d e preciabl e plant . Numer ica 1 data sha 11 

2 include plant activity (gross additions, adjustment~. retirements, 

J and plant balance at end o( year) as well as reserve acti vi y 

4 (retirements, accruals for depreciation expcn~c , ~alvagc, cost of 

5 .r emoval , adjustments, tran?fer~ ~nd rec~assific~tions and re~erve 

6 balance at end of year) for each year of ac ivi y from the dote of 

7 the la~t s ubmitted stud y to the date of the pre~ent study. To the 

~ degree possible, data involving retirements s hould be aged. 

9 (h) The mortality and &alvago data used by tho company in the 

10 depreciation rate design must agree with activity booked by the 

11 utility. Unusua l transactions not included in life or salvage 

1 2 s tudies, e.g. , sales or extraordinary retirements, must be 

13 specifically enumerated and explained. 

14 (7) (a) Utilitie~ s hall provide calcu lations of depreciation 

15 rates using both the whole life a nd the remaining life method. The 

16 use of these methods is required for all depreciable categories. 

17 Utilities may submit additional stud ies or methods for 

18 consideration by the Commission . 

19 (b) The possibility of corrective r eserve transfers s hall be 

20 investig~ted by the Commission prior to c hanging depreciation 

21 rates. 

22 (8) ( a ) Each company shal l file a study for each category of 

23 depreciable property for Commission review at least once every five 

24 years from the submission date of t he previous s tudy unless 

25 otherwise required by the Commission. 

CODING: Words underlined are additions; words in 
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1 (b) A util ity proposi ng an et (ective dale of the beginning of 

2 its fiscal year sha ll submit its depreciation study no l ater than 

J the mid-point oC thnt fi~cal year. 

(c) A ut ility proposing an effective date coinciding wiLh the 

5 expected date of additiona l r evenues i nitiated hrough a rate case 

6 proceeding s hall s ubmit i t s depreciation study no later than the 

7 filing d a t e of its Minimum Filing Requirements. 

8 ( 9 ) As part of C<metti:"'ren~'-h the f i 1 ing of the a nnua 1 

9 report unde r Rule 25-7 . 014(3 ), F.A . C. , each utility s hall include 

10 iLHe an annual status report ~k~he-eom~i-Y-:t-94-on--ef 

11 A~en~~~. The report shall include booked 

12 plant activity (plant balance at t he beginning of the year . 

1 3 add i tions, adj us~ments, transfer s , reclassifications . r etirements 

1 4 and plant balance at year e nd) and r eserve activity (~!"'~ 

15 b a lance at the beginn ing of the yeur. retirements, accruals , 

16 salvage , cost of remova l, adj ustments , tra nsfers , r ec l assi ications 

17 and reserve balance at e nd of year) fo r each category o f investment 

18 for whic h a depreciation rate . amortization schedule. o r capital 

19 r ecovery schedule has been approved. The report s hall indicate for 

20 each category that: 

21 (a) There has been no change of plans or utility experiencc9 

22 r equiring a revi~ion of the ratcs~o!ti?.atioo . or c~pita l 

23 r ecovery sch edules ; or 

24 (b) The r e has bee n a change ~~ requiring a r e v i s ion of 

25 rates. amortization . or capital recoye ry schedules . 

CODING: Words underlined ore additions; wo rds in 
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1 For any category whe r e c u rrent conditionz indica e a need for 

2 revi s ion of deprecia tio n ra ez~rnortir.ntion . or c~pital r~covcry 

J schedul es and no revision is sought, he repor shall explain why 

4 no revision is r eques ed . 

5 (10) (a) Prior to the date o f retirement of major 

6 ins tallations , the Commission may approve capital recovery 

7 schedules to corr ect asnociated calcula·ed deficiencies whern a 

8 util ity demonstrates that ( 1) replaceme n of a n i nsta llation or 

9 group of installatio ns is prudent , and (2 ) the associated 

10 inves tme nt will not be recovered by the time o f retiremen t t hrough 

11 the normal depreciatio n process. 

l2 (b) The Com~ission may a pprove a special capital recove ry 

schedule whe n an installation is designed for a s pecific purpose o r 

14 for a limite d duratio n . 

15 (c) Associated pl1nt and reserve activity , ba l a nces and the 

16 annual capital r ecovery schedule expense must be maintained as 

17 s ubs idiary r ecords . 

18 Specific Authority: 350 . 127 (2) , 36~.05(1), F.s . 

19 Law Imple mented: 350 . 1 15 , F.S. 

20 

21 

22 

23 

2 4 

25 

iH s t ory: New 11/20/82 , Amended 1/3/85 , formerly 25-7.4 5, Amended 

4/27/88, 
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Rule 25-7.045 
Docket No. 9107 47 -PU 

STATEMENT OF FACTS AND CIRCUMSTANCES 
JUS'fH' VHlG RULE 

The proposed amendment~ to Rule 25-7.045 , F . A. C., arc nccc~sary 

to implement seve r al relative ly minor procedural c hanges i n the 

Com.mi:;sion ' s requirements for the filing of deprc:ciation relatec.l 

information by Gas Utilities . Commi~sion staff recommended these 

amendments t o improve the contc nL of tho d e preciation i n formatio n 

which is f iled wi th the Commission and to t:~akc the process more 

efficien t for the Commission and t h e Gas Utilities. 

STATEMENT Otl FEOERJ\L STANDARDS 

The proposed r ule amendments do n ot establish standards which arc 

more res trict ive than federal standard~ regarding devreciation 

studies. 

STATEMENT OF' I MPACT ON SMALL DUSINESS 

There is no impact o n small business caused by these amendments 

becau se none of the Gas Utilities affected by Rule 25- 7 . 045 re 

dcfin d as small businesses. 
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