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St. Joe Natural Gas Company, Inc. 
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Pon c;;;t. Joe. FL 32456 

Re: Docket No. 980103-GU 

Dear Mr. Shoaf: 

Jul) I 0. 19Q8 

Attached arc two cop1es of the Staff Rcpon for the dcprecl:lt1on study ti h:d tn the docl-.ct sho" n 
above. 

We arc hoping to bnng this item to Agenda 111 late September .• md would appreuatc ~ o·tr 
written review and response including differences. concurrences or counter-proposals. We would 
appreciate your response by August 7. 1998. Should you have any question~. please c0nt..tCI t:llhcr 
Bob Holroyd at (850) 413-6471 or myself at (850) 413-6453 

PSL.Iip 
Attachment 

Sincerely. 

l....clL~J.~\ 
Patnc..Ja S Lee 
USC· Eng. Supcrvtsm 

J 
\ < J -

c..:c· 
C'.' ·' ---

Divtson of Records and Repon1ng 
D1vis10n of Electric and Gas 
Division of Lcg!ll Scrv1ces 
Office or" Public.. Counsel 

l I 

, .. 
1 ~ \\fbstlc: wwwl-ocr1.orllpoc 

l •lt-rtlri t lfl l ll: (U.Ia tt II flU t i i U f'1 U t Ni\'::·---

' HH ---

) 

"T) -.... 



• 
<ii·.N I: RAI 

ST. JOf- Nt\ Tl'RAI. G,\~ 
STAI·I· REPORT 

DOCK[T :"0. 980103-GL' 

• 

As prevtously discussed With the company. staff hru. rccalc.:ulatc:J the ,!\ cra~c J~c hH 
accounts 394. 396 and 397. which causes the staff propo~d n·maintng ~en·1cc life: tor t:J~:h <l l 
these accounts to differ fro m tnat proposed by thr company . 

The company proposed remaming servtce life tor each accr!Unt 1s the Jtlfcrencc bct.,..ccn 
the average service life and the average age. This tmplies all investment rcuring Slnlultancousl~. 
with no o ngoing retirements. Such a pattern o f expected retirements tcun·e shape. rellrl~ent 
disperSIOn, or mortality dispersion) represents an idealized sttuauon where the equtpment IS \0 
designed and manufacrured as to live efficiently until lhe precise vear the company detcmuncJ 
replacing equipment was ready. In reality. there 1s no plant t} pe where the company has such 
full conr.ro l over reti rLment. The nearest would be heavy trucks o r trailers. \\here mamtcr.=1nce 
prohlems and accidents can modify the panem. 

In selecting a curve shape. we \vork from averages. modifying the average .IS ncces5a0 
for any peculiarities of the given company. A basic premise IS that a similar plant type. used 1n 
a similar fashion. will have the same curve shape 

Certain patterns of activity will change the curve shape I ligh rcttr.:mcnts anJJor h1gh 
growth tend to increase early retirements (infant mortalll)' ) A stagnant -.ttuatwn has the: •1ppos11e 
effect. Plant subject to theft , damage. o r public requirements can be expected to ha\ e .1 grl.'ater 
mcu.lr:r11 o f infant mortality than s1mllar plant 111 a rural or !>mall town sc ttut~ 

DIS f RIBUTION PLANT 

:\ccount 175. Buildimz and lmorovcments: <.;taff au:cpts the Lompan) propo'><.ll ttJ .-until uc \\ 1t't 
J 40-}'ear servtce life 111d net salvage of 5°o. Ustng the current Jge o f I t6 )eJrs. St3 tf propo~~ 
3 rcmainmg life of 26 years. based on the S3 curve which was approved in the ltst 'tudy •nJ 
aopears consistent with the mdustry. 

i\cco unt 376-A. Mains- Plastic: Sta1T accepts the compan) proposal to wnunuc ~~llh J -H)-year 
scrv1cc life and net salvage of negative 30%. While the 1993-1997 acll\ll~ shtm' 3 net !kll\'agl.' 
of approxtmately negative 5%, it is based on one rctirLmcnt ..unounlln!l to lc'~ th:m I 0 n u t the 
plant tnvcstmcnt. Staff therefore concurs rn the usc o l the ncgattvc 10% nl.'t , alvalle \\hu.:h '' 
typ1c..tlo! the industry L'sing the S3 curve. as appro,ed m the last study. \\llh an J\crage age 
o f 10 7 years. staff proposes n rematntng life of 29 ~cars . 
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Account J 76-B. Mains - Steel : Continuation of the currently .tpprm co S 3 curve. -10 ~car 
J\ erage serv1ce life \\lth net salvage o( negati\c \0% ..L:> propo:.ed h:o- the wmpan~ appc..l!'i 
reasonable. With the average age of 7.2 years. usmg the above dcscnbeo curve. ~tal l propo:.c!> 
J remaining life of 33 years 

Account 378. Distnbution Measuring and Regulating Egu1pment: Per the com pan) ·:. re:.pon:.c to the irutial review of this study, all retiremenG made dunng the stud) pe11oJ \\ere made to 
rcconc1lc the plant balance to a physical inventory. Continued use of a ncgauvc 5°~ net ~h age. 
wnh0ut evidence to the contrary, appears reasonable. L'se of the RJ curve \\lth an ,l\eragc 
:.enicc life of 35 years. as approved in the last study. also appears reasonable and 1s comp.1t1blc 
w1th the industry averages. Staff employed these parameters "'1th an average .1gc ot S u year:. 
and proposes a remruning life of 30 years. 

Account ) 79. Measuring and Regulating Equipment, ('jry Giltc· It arpcar~ that .! lllUJOnty of the 
other Florida Natural Gas Utilities have selected an S3 curve with an average :.cf\ tcc hfe m the range of 30 to 35 years as being represenutive of the expected retirement di spcrs1on. A rev1ew of the account activity for St. Joe indicates there have been no retirements since the ltc.t study 
and the account has reached an average age of 5. 7 years. StatT therefore ac-cepts the company proposal to continue us ing an average service life of 35 years and net sn lvage of negative 5°o 
as being reasonable. Use of an S3 curve results in a remainjng life of 29 yearll 

Account 380-A. Services - Plastic: Account activity fo r the penod pruv1dcd \\lth th1s ~tud~ mdicates a net salvage of approximately negative I 0%. However. estimates o l labor tn\ oh co 
\\1th curung and capping required to abandon a semce. prov1dcd by the compan~ 111 the l.t!>l stud~ resulted in the currently approved negative 21 °1o. Cons1dcring company csumatcs anJ .1n tndustf\ .Jveragc of nearly negative 2-1%. staff proposes continued U!>e ol a ncg.ltl\c 2l 0 o ncl .,,,hagc 
~tulr further proposes continued usc of an S2 curve '"'th au average '>ef\ u:c I tic: 111 10 ~c.:.Jr'> anJ .m average age of 8.5 years resuJting in 1 remamtng ltfe o( 22 years. 

\ccoum 380- B. Servtces - Steel: Continued a.cttV1t}' 10 lhls account rcmalll!> ~.:nnw .. tcnt '' 11h the: 
~.-u rrcntly approved S2 CUf\C W1th an average ~f\'ICc ltfc of 30 ~ear!. .1nd .J net .... ,1, age ut 
ncgJU\C 25%. A rernruning life of 8.8 years IS proposed based m an average a~c ol 27 I ~car~ 

Account 381. Meters: Staff concurs W1th the com pan) proposal of .1 25 ye:u aver.II:!C ">ef\ tLc It k. 
0% net salvage. and ru1 average ag~.- of 12.5 years Contmu mg wtlh the lllrrenlh .tppro' c.:d R-1 
~Uf\·e. a rcma1mng life of 12.8 years IS proposed. 

Account 382. Meter Installations: As discussed with the company a meter 1mtalla11on 1:. on!~ retired "hen a meter IS retired from the location and no new meter ~~ tn-.tallc.:d or when 'cf\ tl.c 
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through :l meter is cut off. Staff therefore concur~ an the ..:om pan~ propo!>cd ~r) 'c..u a\ er:1gc 
..CI"\ICC Ide With a net s:tlvage of negauve 5%. u ... mg the current!~ ;.~ppW\Cd 'i2 ..:unc \\llh ..lll .1ccount age of 18.7 years . stafT proposes a remammg late of I 3.4 years. 

:\ccount 383. Regulators: As Wl'h the Meters Accoum. cradle to grave Jccounung ,., used lor 
tlus accounL With cradle to grove accounting. the cost of a regulator I!> ammed1atel) charged to 
plant-in-serv1ce and not retired until final dispos1110n Change-out or rcturb1~hment W!>t.s .1re expensed. The currently approved 30 year average servtce life and R~ cur\'e J.re typ1c.ll for gus 
rompanies in Florida Staff proposes continued usc of these parameter!> \\lth 0°o net salvage .JS 
proposed by the company. Using an account age of 7 6 years. staff propo-.cs a rcma1nmg lafe ol 22 years. 

Account 384. Regulator Installation: As noted an the Meters Installation Account. rc~:;ulator 
Installation retirements occur only when a regulator is retired and no nc" rcguiJtor IS mstalkd lonunucd usc of the currently approved S2 curve ''llh an average -,ervacc life ol 10 ~car!>. a net salvage of negative 5%. an account age <'f 15 7 )cars, ..llld a rcma.1mng lafe ol 15.5 )cars .1rc therefore proposed. 

Account 385. Industrial Mepsurcment & Regulating Eyummcnt There htl.!> been 'cr)' lar.utcd renremcnt acuvtty indicated 10 tlus account. Continued l1!>C of an average !>ervtcc lafc ul 10 ~c..u~ 
v.ith an S4 curve and a negative 5% net salvage is therefore proposed W1th . .n J\cragc age ••I 
5.8 ycrus. a remaining life of 24 years results. 

Account 387. Other EouiPmcnt: Inc 1997 Starus Rcpon lor t.lu!> ;~l:ount andtl.atc!> nll retirement 
acuv1ry from the beginning of 1993 through the end of 19Q7 Con\ldcnng the lack nl rcttrcmcnt 
.tCU\ 11y . staff proposes contlnumg the currently appro\c.~d S..t cun c '"ath .1n :J\cragc -.en acc Ide of 15 years and 0% net salvage. With a.Jt account age ol 6 I years. :. tal f propmc., .1 rcm.untng II fe ol 8. 9 } car!) 

GENERAL PLANT 

:\ccmtnt 390. Structures and Improvements. In rc.:sponsc to 101Ual inqu1ncs. the company -;tatl·J that the 1994 retirement was made to reconctlc to a ph)'Stca( mventor) ol the .account Swll 
therefore proposes continued use of the square wave cune w1th an a\cragc !>1:1"\lcc laic o! 27 
~cars and a negative 5% net salvage, as approved in the Ia~ I studv t\n al:count a~c of I 0 <) 'car' produl.cs .1 proposed rcma1nmg 11 !".: ol 16 I ~car'> 
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Account WI I. Ollicc ~uauturc Industry averages for th1s accoulll 1nou.atc th<H the propos~" 
.1vcragc ~r.·K.: hfc ot 20 }eats. net ..alvagc ot O"o . .utd U!>C ot the ~::! cunc -.h.1pc .1rc rc.L'>On.lhk 
Staff proposes a remaining II fc of 11.8 years. bru.cd on the account age of X 6 ~car-. 

:\ccnunt 391 2. Offke Devtces: Statf accepts the com pan) proposal to \:Ontmue the ,1\ eragc 
scrv1cc hfe for this account as 8 years. wtth a net salvage of 5% and an account agt· ot I I ) car~ 
Using the clllTently approved S I curve. sta1T propo~s a remammg lift' ot " 3 ~car:. 

Account 391.3. Computers: The current!) prescribed deprccmuon rate "'c. ba.scd on .lil 8 ~car 
J\ erJgc serv1ce life Wlth an S3 curve and 0% salvage. Conunumg the~e paran1ctcrs '' 11h .111 
::~vcragc age of 2.0 years. staff proposes a rcmaintng life ot 6 years. 

Account 392. r ljlDSOOrtaUon Eguipmcnl , ContinUatiOn of the c..urrentl) .ipprll\ ed ,1\ cragc ~Cf\ llC 
life ot 8 years and net salvage of 10% is proposed hy the company and 'wl'f coru.:urs With .u1 
S2 curve and an average age of 4 .1 years. staff proposes a rcmammg ltlc •1f 4 2 'car 

Account 394, Tools Shop & Garage F.quipmem Of the retirements t·1ooked hl tills account 
bern.c..-cn January I. 1993 and December 31. 1997, approxunatcly 96% '.'ere hookeJ 111 I 993 Th1s 
appears to be the result o f n physical inventory accomplished dunng I ()()1 . the need for '.'I.H.h 
wns recognized during the review 'Jf the previous deprec1nt1on stud~ rhe l,alanc..c of the 
retirement activity does not suppon a change 10 the currently approwJ pnran1ctcr:-.. St.1t1 
therefore proposes continued use of the S3 curve. 20 year average sen · tee ltfc. 0% net ~ah age 
l Jsc of an average age <>f II H years results to a rcma10111g life nf X 7 'c.tr-. 

:\ccount 396. Power Operated Equipment: Conunuat ton ut the c:urrcilt J\ cragc :.cnxc li te nl I ' 
)cars and 0% net salvage tS proposed by the company and IS acceptable . rhe Janu.u: I, 1991i 
,Jveragc age calculated by stuff IS 4 .::! years Usc of the currently pre~nhcd S4 cun c rc~ults 111 
a n:m.untng life o f I 0.8 years. 

Account 397. Communication Equtprnenr Staff accept:. the compan) proposal tu n1n11nue u~c 
1lfthc !5 year average serv1ce life and 0% net salvage .\ re\teow nfthc .tc<.:nu,,t' , .lctt\tt~ .1110 
mduslr)' curve :.hapes mclicatcs that the currentJy pre:.cnbed SJ curve remutm .tppropn.ltc I \ trt).! 
the average age of 6.8 years. staff proposes a remammg itfc ot 8 3 year-. 

~ant 19M, Miscellaneous Eguipmcm I he balance m th1s acco:mt rcmatns at tern St.1! I 
recommends a whole hfc rate. based on a 20 'car :,en tt.:e life and II" n net ..,,,h .t)!e htr JJ•' 
cqu1pmcnt purchases which may be capltaltz.cd .111d rc..cordcd tn thts Jccount, ,1-. ·•PP'"'cd 11\ 
Order No. PSC-94-0150-FOF-GU. 
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