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BEFORE THE FLORIDA PUBLIC SERVICE COMMISSION 

In re: 1997 depreciation study 
by Florida Public Utilities 
Company, Marianna Division. 

DO':KET NO. 970~31-F.I 

ORDER NO. PSC-97-1609-FOF-EI 
ISSUED: Decerr,ber 22, 1q97 

The folloW~ing Commis:..:ioncrs par:Ucipated in the dlspositlon of 
this matter: 

JULIA L. JOHNSON, Chairman 
J. TERRY DEASON 
SUSAN F. CLARK 

uiANE K. KIESLING 
JOE GARCIA 

NOTICE Of PROPOSED AGENCY ACTION 
ORPER REVISING PEPBECIATION RATES 

BY THL COMMISSION: 

NOTICE is hereby given by the Florida Publ1c Service 
Corrunission that the action discussed herein is preliminary in 
nature and will become final unless a per:son whose i~terests dr • 
substantially dffected files a ~etltion for: a formal proceeding, 
pursuant to Rule 25-22.029, Florida Administrative Code. 

Florida Public Utilities Compar.y' s ("FPU" or "Compd ny"J 
current deprec~ation rates were approved ~ffective January l, 19Q4. 
On May 5, 1997, ti1e Company fUed :i depreciation sL ·Jdy 1n 
accordanc~ with Rule 25-6.0436, Flori~a Administrative Code, which 
requires electric companies to file a comprehensive deprec1ation 
study at least once every four years from the submis ~ 1on drttP of 
the previously fJled study. Our rev1ew of the Compdny's r~ctLvily 
data lndicates th\! need to revising its de1Jreciatior. fiites 

Our findings are the result of a comprehen~ive rev1ew of FPU's 
depreciation study. Attachment B to this Order shows a ('ornp.trtsc·n 
of the cur::ently-approveC1 rate parameter.:>, the comp<'~ny-r:evlsed 

proposed raLP parameters, and the rate parameters recornmenderl by 
our otaff. Attacrment C to this Order provides a compari~on of the 
expen~es that result from each of the scenar 1os presented tn 

I 3 0 7 4 OEC 22 ; 
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Attachment B, based on estimated January 1, 199E:, i nve.stment s, 
along with recovery schedules. 

Revised pepreGiation Rates and Appropriate 
Recovery Schedules 

F P U' s f i 1 in g was essen t i a 11 y a s t a ff -ass i s ted s t u d y . "1' he 
Company provided aged retirement data for the 1994 - 1996 period 
and forecasted 1997 data. Our staff determined the average age and 
worked with the Company in developing life and salvage value~. As 
a res~lt of the revie~ and analytical process, our stdff and the 
Company agreed on app~opriate lives, net salvages, and resultant 
depreciation rates for all accounts. We find that the depreciation 
rates arrived at by the Company and our staff are appropridt•~. 

The difference between current depreciat io'1 rates and the 
rates approved in this Order can be attributed mainly to twu 
factors updated ages to reflect activity sin~e the last 
represcription, and/or changes in th~ reserve position. The 
accounts with a substantial change in deprec i at ivn expense are 
outlined below. 

1. Poles. Towers. and fixtures (Account 364) - The removal 
of poles is very labor intensive as ev ide need by the 
1993-1996 recorded negative net salvage of 77~. Other 
Florida regulated electrlc compa~ues have net salvage 
factors for this account ranq i ng from neg at 1 ve l 0 . ., t u 
negative 50~, averaging ~bout negative 30%. The 
recomr~nded net salvage of :wgative 25% gives .·ecognit10n 
to these recent labor Lrends. 

2.. .Q.yjuhead Conductors and Dey ices (Account 3 6:,) Net 
salvage for this ~c~ount has av~raged negative 9~1 over 
the 1993-1996 period. A retirement ratio vf lt.s~ r:h.H, U 
for the same period of time makes reliance on 1n0 1st. ry 
averages necessary. for other Flor1da compar11es, net 
salvage ranges from negat1ve 10% to neqat1ve 35~, 

averaging negativ~ 20%. The rer0mmended net salvage of 
negative 15% is a move towa:d the industry averaqe ~nd 
recognizPs increased removal ru~ts. 

We find that the implementilliun date for '.:he.<Je rev1s•~d 
depreciation rates should be January 1, 1998. This is the earliest 
practicable date for uttlizing the rev1sed rates. 
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We find that the ~ecovery schedules agreed upon by the Compary 
and our staff (see Attachment CJ are app1opri~te. This three-yedr 
schedule is designed to recover the net investment associated with 
the Company's 2-way communication equipment ~lanned for retirement 
by December 31, 2000. During the period 1998-2000, the Company 
plans to replace its 2-way communication equipment. The associated 
investment and estimated reserve as of January 1, 1998 are $50,592 
and $60,101, respectively. A three-yea~ recovery schedule is 
therefore appropriate to address the recovery of the S·:91 net 
investment over the equipment,s remaining service li~e. 

Correctiy~ Reserye Transfers 

We fina that the corrective reserve 
Attachment A to this Order are appropriate 
This acti~n will bring each affected account's 
with its calculated theoretical level. 

transfers shown in 
and should be made. 
reserv~ mure in line 

Reserve imb;:dances are primar1 ty a matter of d1 f ferences 1n 
current and past projections. We bel1eve that ~uch def1cienc1es 
should be recovered as fast as po~sible, unless such recovery 
prevents the company from earning a fair and rcasunable return on 
its investments. In the case of F'PU, there is a reserve deficiency 
in the Overhead Conductors ~nd Devi~es account, Account 36S. The 
reserve surpluses existing in the Automobiles account, Account 
392.1, the Heavy Truck.~ account, Account 392.3, the fixed Stores 
account, Account 393.1, and the remaining investment Hk Lhe 
Communicacion accoun·.:., Account 397, can be transierrej to help 
correct the defic1ency. Ir. J ight r.f the poss1blf! im~>dc:t on cost 
allocatlons, the Company should ma~e corresponding entr~es to the 
related depreciation expense accounts. 

Amortization of Inyestment Tax Credits anJ 
flowback of Excliiss Def~·:d Income Taxes 

Section 46(f) (6} of the Internal Revenue Code (lRCJ states 
that the amortization of investment tJx credits (ITCsJ should b.-. 
deterrined by the period of tim~ us1d in computing depreCldtion 
expense for purposes of reflecting regulated operdtlng results of 
the utility. Thus, our revision of FPU' s depreciat i.on rates :nak.es 
1t appropriate to also revise the amortization of lTCs. 

:it•·'tlon 203(e) of Ult..' Tdx RetormA<'l of l'Hil, (TJ{AJ f'l<>hillltn 
rapid write-back. of protected (depreciation relotedl dtdetred 
taxes. In addition, Rule 25-1~.013, Accounting for Deferred Income 
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Taxes under SFAS l09, Florida Administracive Code (r.A.C.J, 
prohibits, without good cause shown, excess deferred income taxes 
associated with tempera ry differences L rom b~ i nq rever sed any 
faster than allowed under Section 203(e). Consequently, we find 
that the flowback of excess deferred taxes ~houlu be altered to 
comply with the TRA and Rule 25-14.013, f.A.C. 

In summary, we 
investment tax credits 

find that the current amortization of 
(ITCs) and the flowback of exces5 deferred 

income taxes should be revised to reflect the approved d~preciation 
rates and recovery schedules. In addition, we find that the 
utility should be required to file detailed calculations of ttw 
revised ITC amortization and flowback of exc~ss deferred taxes at 
the same time it files its December 1998 surveillance report. 

AmOrtization ot Net Gain on Sdle ~t 
Warehouse and Associated Laud 

Late in 1997 or early in 1998, the Company's land and 
warehouse building at 406 South Green Street in Mo r i anna, Florida, 
.... :ill be sold for $50,000. Based on ,1n independent appraisal, the 
majority of the selling price of the ~roperty repr~sents the value 
o~ the land. The investment associated with the buildin] is 
$22,750. We calculate the related reserve to be ..i20, 304. 

We find that $2,446 ot the sales proceeds sho.J!d be re<::ordr>d 
as gross salvage to recover the net un recove ced amount of the 
building. This will result in a net gain of $41,554 from the ~ale 
as shown below. 

Less 

Less 

Sale Price 
Cost of Sale 

Net Proceeds 
Cost of Land 
Net Unrecovered 
Amount of Building 

Net Gain 

.,;so,ooo 
5.000 

$45,000 
11 000 

2.446 
.?11.?54 

Due to the finality of the salrs transactlun, F"PU hds 
requested that the net gain be amortized over four years Leginnin1 
January 1, 1998. The amortization period represents the time span 
between deprt~ia~ion studies as required by our rules. However, w~ 

fin.J that a five-year amortization period is more appr"r'riatt• d''U 

in line with ~ur decisions in previous cases. 
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Affiortization of Gain on Sale ot Hydrauli~ Pldot 

FPU sold its remaining hydraulic produ c tion plant ir. 1997 for 
$70,500. The composition of the net gain is dS tallow~: 

Less 

Less 

Sales Price 
Cost of Sale 

Net Proceeds 
Plant (Land) 

rross Gain 
Reserve @12/97 

Net Gain 

$70,500 
1. 24 0 

$69,260 
L 637 

$67,423 
4 I 599 

$72.U22 

The reserve amount consists of the unrecovPred cost~ incurred 
t o dismantle the hydro plant offset by the reimbur semr-rt t t r om t h~ 

florida Game and Fresh 'ola ter Fish Col'lmi ssi o n for FPU reconstruct 1 nq 
th~ dam and salvage from the 1994 ~ale o f the hydr ~ qrn~r~t or. We 
fi n d that FPU's :-eque.st to amo rtiv-: the ~ 7L , OJ.2 ~~~- · q<~:n .,v~r <1 

pe!iod of four yeats beginning January 1, 1998, sho uld be aprr o ved. 
This amortization period represents the time per 1od between 
depreciation studies as required by ' .r rules. 

Based on the foregoing, it 1s 

ORDERED by the f'lorida Publi c Service 
depreciation rates and recovery !H.:hedul E'S 

Utilities ~"ompany's Marianna D1vis1 u n shad be 
in the body of this Order. !t is fu !'" ther 

C·JmmJssiofl th-'it r:.h~ 

! <H flond<:~ f'ubll <: 
tevlse 1 -'l.'i sr-t ~orth 

ORDERED that the revised 'i"J:.lt:: ..; iation rate~ tc'r ~·lor4dd f•ubl1 c 
Uti1.ities Company's Mariantld !Jiv1 s 1n n :;h,Jil b~> lm!l~'rrl .. nt<>c! 
beginning ,'Tanuary 1, 1998. It 1s further 

ORDERED that Florida Publtc Utdities Cr•mp..Jny' , Mana. nna 
Division shc1ll revise 1ts current amo rtiz.=ttl o n of tnvp~rmec . ~ tax 
c red its and tlowb.=tcic of excess defer red i ncume tdxes t'J r~t l f> ct Lhe 
rev1sed depreciation r.Jtes. At the ti n•e it flle s its December 199 8 
surveill~nce report, F lorida Pu bli c L:t llitie!:i Company's Marlann;~ 

Di vision shall file detailed calcu l at :oDS of 1ts rev1sed investme n t 
t.JX c redit amortization and flowba c k of ex ,:ess deft•! re<J t..-;~xes. Tt 
1s f u rthe. 

OfWERED that Florida Public Utilities c:ompany'~' M<.~t'lanna 

Division shall make corrective re~erve transfers a~ d1scus~ed 1n 

the body of thi9 Order. It 1s further 
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ORDERED that Florida Public Util.tties Com1,any' s Mananna 
Division is authorized to amortize the net gain ot S4l,S~4 

associated the sale of a warehouse and associ 1ted land over a 
period of five years beginning January 1, :99b. Of the s<ll·: 
proceeds, $2,446 shall be r·ecordei as gross salvage ayair1st the 
retirement of the warehouse building. It is furth~r 

ORDERED that florida Public Utilities Company'~ Mariannd 
Divi.sion is authorized to amortize the net gain ot ~72,022 fro::1 ttw 
sale of a hydraulic plant over a period of four yeur·~ beqir.ning 
January 1, 1998. It is further 

ORDERED that the provisions of this Order, issued as proposed 
agency action, shall become final and effect1ve unless an 
appropriate petition, in the form provided by PulP .-'J-/./. . 0 36, 
Florida Administrative Code, is received by the Dire _ tor, D1v1sion 
of Records and Reporting, 2540 Shumard Oak Boulevard, Tallahassee, 
florida 32399-0850, by the close of business on the d1te .Jet forth 
in ·· he "Notice of f'lrther Proceedings or Judicial Rev 1ew" attn.c:hed 
hereto. It is further 

ORDERED that in the event this Order becomes flnCil, t~ns 

Docket shall be closed. 

By ORDER o{ the florida Public Service Cr·•mmi~Sl<JrJ thJ:> ~ 
day of December, ~· 

BLANCf\ --' · I:IAYO, [Jlre,·t<>r 
Div1 s~un of k•~cords dnl.l 1-i.e~Ju!tHlq 

~~ 
Chief, Bureau at Records 

( S E A L ) 

WCK 

t!QTICE Of FURTHER PROCEED! NGS OR JVr I C I AL Rt:.'/I t:w 

ThP. Florida Pubt.ic Servi(·e r: nmmtssion l.'i r P<~ul IPd by ~:o•r·t l·•n 

120.S691l), Floridd Stat ut. tl S, to rw111y f'.Jll l•·s ·>1 d:lY 
administrative hearing or judicial rev1ew of CoiTVTlJ..ss:orl orders thdt 
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• 
'-S .JVailable under Sections 120.57 or 120.68, Florida Stiitut es, d::> 
well as the procedures and time limits that apply. This notLce 

sho~ld not be construed to mean all requests for an ad~tnlstrative 
hearing or judicial review will be granted ot result in the rnliPt 
sought. 

Mediation may be available on a 
mediation is conducted, it does not 
interest~d person's right to a hear~ng. 

case-by-case b.--~sis. If 
affect a sub:jtanlldlly 

The action proposed herein is preliminary 1n natur~ dnd w1ll 
not becom0 effective or final, except as provided by Rule 2"·-
22. 029, Florida Administrative Code. Any per so11 whose subs tan t1 a 1 
interests are affected by the action proposed by th1s order mdy 
L lc a petition for a formal proceeding, as provided by !<ill•: /'.-
22.029(4), Florida Administrative Code, in the form prov1,jed by 
R.de 25-:2.036(7) (a) and (f), Florida .A.dmlnlstrdtive Code. Th1s 
peution must be received by the Director, Division of Rec()rds and 
Repor-tint;~, 2540 Shumard 0dk Boulevard, Tallat-:assee, Florida 12399-
0850, by the close of bus~ness on January 12. 1998. 

In the absence of such a petition, t.h1s .rd1·r :;h,Jll rw,·um•~ 

effective on the day subsequent t u t Lr> above ddt e as pr •v J derj by 
Rule 25-22.029(6), Florida Administrative Cvde. 

A!"'.y objection or protest filed 1n this drckf~t b"'"f'll'" th•' 
issuanc:e date of th1s order is cu~s1dered abandoned u:"1.e~:; lt 

satisfles the foregoin'J ccndition·, dnd s rene~o~Ftd wlf.tlln the 
s~ecified protest period. 

If t'1is order becomes final and pff(!C"tlV~' c•n 1t1 .. ~~.~~·· 
descr1bed abo·Je, any pri.rLy substdntldlly nft~_~r:t•~d mdy r"•Ju•.::;• 

Judlr:ial review by ':he f'loridu Supreme Court 1n lhe ca5e ·t M• 

electric, gas or telephone utility or by r: .. w flrst Dlslrl•.·t 1· ,;t 

qf Appeal in t11e case of a water nr wdst f'\N,1t f•r tJI 1l1 t y hy f 1! 1 t<'l o1 

n<.•tlr:e of appeal wlth the Directur. [llvlsir,r• <d 1~.,-,·"rd:; ,tl••j 

keoortlng and f~ling a copy o~ the notice of cippedl and the r · 1 1nq 

fee with the dppropriate court. Th1s fll1ng must be com;:lleted 
w1th1r1 thlrty ()0) days of the effectivf- jate of thi.'l order, 
pursuant to Rule 9.110, Florida Rules of Appellate Proredu1 ··. Th,.. 
nr;f'J,·e of appeal must be in the fflrm ~P~·-lfJed tn Rul•• 9.·HI(l{,tl, 

Flor1da Rules nf Appell~te Procedure. 
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1\TTAC!tMJ.:NT 

Attachmen::: A 

RBCC»MKNDBD RESERVE TRANSFERS 

.. t. ~~GeM '"-oratic:a.l 1-.1~ T'ruallfer Re•tated 
~ .... ~ a. .. rve 

(t) (U ($) ($) ($1 

-
365 OH Conductor• l,878,7l-6 2,31 .. ,979 (!i06,H!il 25,65:2 1,904,)86 

Hl.1 Automobile• l9,U4 I, 161 ll.lll (11,]))) 8,161 

192 .l He.avy Trucu 249,U2 lll.lt9 8. )4) (8. Hll 2:21,299 

)9] .1 Stor•• Equ.ip. - Fixed 22,043 17,178 4,8155 (-6,Jii5) 17,178 

397 Remainin9 CoaDU.Dic:ation 7, Oll 5,U7 1.111 ( l., lll) 5,927 
Bqui.p. 
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