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BEFORE THE FLORIDA PUBLIC S~RVICE COMMISSION 

In re: Application of CI1Y GAS ) 
COMPANY for New Depreciation Rates . ) 

DOCKET NO . 890203-GU 
ORDER NO . 2211 5 ___________________________________ ) ISSUED: 10-31-89 

The following Commissioners participated 
disposition of this matter : 

MICHAEL McK. WILSON , Chai r man 
THOMAS M. BEARD 

SETTY EASLEY 
GERALD L. GUNTER 
JOHN T . HERNDON 

NOTICE OF PROPOSED AGENCY ACTION 

ORDER PRESCRIBING DEPRECIATION RATES 

BY THE COMMISSION : 

in the 

I 

t o~rcE is here~y given by the Florida Public Service I 
Commission that the action discussed herein is preliminary in 
nature ana will become final unless a pe rson whose interests 
are adversely affected files a peti t ion for a formal 
p roceeding , pursuant to Rule 25-22 . 029 , Florida Administ r ative 
Code . 

Rule 25 - 7 . 045(7) , Florida Administrative Code , adopted 
November, 1982 , requires na ural gas companies subjec to this 
Commiss1on • s ju r isoiction to file a comprehensive cieprecia t:. ion 
study at least once every five (5) yea r s . In compliance wit:h 
that rule , City Gas Company (City Gas or uti 1 i ty) filed a 
depr eciations uciy (stuoy) on February 17 , 1989 . A'l part of 
its filing in this cocket , City Gas requesteo implementation of 
its p r oposed depr eciation rates , on a preliminary basis 
etfective as of January 1 , 1989 . By Order No . 21108 , City Gas 
was authorized on an interim basis to record depreciation rates 
as r equesteo . 1he rates approved for interim booking purposes 
were based on lives and salvages as proposed by the utility. 
Or der No . 2110& also provideo that the interim rates would be 
adjusted , if necessary , upon completion of the review of he 
study . 
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The Commission Staft has revieweo City Gas ' study and has 
r ecommended ce r tain modifications to deprecia ion ra~e 
components . having revieweo the utility ' s s udy and having 
cons i de r ed the modifications p r oposed by Staff , we find that 
City Gas ' r ates should be r e~ rescr ibed consisten with the 
Staff ' s recommendation. The speci f ic rates and components 
be1ng app r oveo by this Or der a r e set forth on Attachment 1 . 
Majo r ad J ustments to individual accounts a r e discussed below . 

I . M ins ano Services (Accoun s 376 ana 380 

'lhe utility initially aid not distinguish between plas . ic 
and other mai ns a na ser vices but subsequently supplied he data 
to make such a separation . City Gas cu rrently has a long- range 
prog r am of r eplacemen of i +- s galvanized rna ins and services , 
and p r ovioeo de aileo information on the project . However , 
according to Staff the age of the plant being replaced , and the 
pattern of replacement , ooes not wa r rant the use of special 
amortization schedules . We agree with Staff and fino that the 
allocation of the r ese r ves be ween Plas ic & Othe r for Mains & 
Services Accounts shown on At achment 2 should be app r oved . 

II. Meters~ Re~ulato r sj and Associated Installations (Accoun s 
381 , 3 2, 83 ano 84) 

Insta11a ion cos s ot mete r s and house regulators have not 
been maintai neo i n separate accoun s as r equi r ed by Rule 
25- 7 . 046 , Florioa Aominist r ative Cooe . Because of the iming , 
a s discussed in this Or der , Staff r ecommencieo use of one set of 
aepr eciation ra es o be used fo r 1989 booking purposes fo r 
Accoun s 381 and 383 as cur r ently constituted , ano a second set 
to be usea afte r the separ ation of the fo ur accounts in 1990. 
This wi ll g ive the utility the time to sepa rate he i nvestments . 

III . Leased eq uipment 

These are appliances wh1ch City Gas leases o custome r s . 
As mentioned in Or der f-lo . 21108 , the utility shoulo be allowed 
to use th~ir proposeo depr eciation rates fo r leased equipment , 
as const r ai ned by Or de r No . 21108 ( fo r p r e limi na r y 
implementation of depr~ciation r a es): 
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The prescription in this Oroer of dep reciation 
rates does not al e r an ea r lie r decision we made in 
Oraer No . 17257 , in Docke No . 861595-GU , which 
stated we would not ru le upon the appropria eness of 
costs associa eo wi h leased equipmen in the Ra e 
Base o r Ne Operating Income un i1 the utili y ' s ne x 
rctte case . 

IV . Transporta ion Equipfuent 

Over 90% at the investn.e.nt in his account- is 1n • light
t rucks•, ana the ra io is not e xpecteo o chang significantly , 
wh1ch is why our 5tatf a no be utili y are no proposing the 
usual breakdown of the rate into vehicle ypes . The light 
trucks a r e leaseo vehicles. We approve the life pa rameter 
oeveloped f r om u ili y- supplieo oa a . 

v. Tools , Sho~ ana Garage Equipment 

Ou r Stat! inaicat:es tha a major par icn of this 
investment cu rr ently may not be in use , due to he leasing of 
vehicles which are not maintaineo by Ci y Gas . Staff ' s 
recommenced depr ecia ion paramete r s ana result-ant rate are 
reasonable for he equ i~ment in the accoun and are approveo . 
Inclusion in Rate Base and NOI of he investments and 
associatea expenses should be revieweo in the nex r a e case or 
s urveillance. 

VI . Reserve Deficit Amo r ization 

As oiscussea in s aff ' s recommendation for p r elimina r y 
action , the wr ite- oft o( he • Histo r ic • r ese rve deficit was 
concl uded i n 1988. we a~~roveo the r etention of he associated 
e xpense of $47 , 934 with final r esolvement to be made in thi s 
conclusion of the s uay . As an icipa ed a the time of t he 
p reliminary ac ion , our S aff con inues to r ecommend hat thi s 
$47 , 934 be apt-lieo o he • prospec ive • r ese rve defici , which 
will correc tha over s a t emen oi r a e base in seven years, 
rathe r than the 19 yea r s r en.aining unde r he p r esent
amorti zation pat ern. 
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VII. Meters , 
Reyulator 

As sta eo in Rule 2S- 7 . 046 , Florioa Adminis rat-ive Code , 
• The accoun s lis ed below direc ly follow he p r imary plant
accounts prescr ibeo in he Unifo rm Sys em of Account-s 
prescr 1bed by he Federal Energy Reg ula ory Commission in r- he 
Cooe ot Feoeral Regulations introduc 1ng subdivisions 
wit-hin those accounts for he pUt!JOSe of unifo r mi y among t-he 
compdnles in oepreciat1on studies .• 

Ir. he case of Accoun s 381 (Meers) , 382 (Me~er 
Instd11a 1ons) , 3&3 (Regula ors) , ana 384 (Regulat-or 
Installations) , these are Federal Energy Regula ory Comm1ssion 
(rl:..f<C) accounts ; the onl} dis inc ion in the Rule of this 
CommlSSlon 1s to lis th m specifically to be ">eparately used 
tor ocprecia ion stuoies . .f<ccogn1Z1ng that exis ing reco rds 
may be lack 1ng oe ail , r.e Rule p rovides • The sepa ra ion of 
embeuoeo invest-ment-s ana reserves under p r1or account-s int-o 
balances re1a ing o accounts under subsec ion (3) may require 
l::!. lmu t- ion . • 

In an earlier oet:-rec1ation s udy ftorr. '"his ut-ility , t-he 
:·le ers ano Ins dllations sec ion include his s a emen from 
their con~ul an : •1he comLinat1on of me ets and installat-ions 
into one account makes his accoun difficult to analyze . • 
The r e are proble~s Wl h bo h life ana sal vage parame ers . 
l1e ers and regulators are account-ed for as •c r adle- to-grave • 
ana may te moveo bet-ween he cus omers ' premises ana t-he 
esting o r warehouse facilities one o r more imes befor e 

re 1rcment , an~ then xperience approxima ely zero ne~ 
salvaye . Tt.e ins alla ions , on he o her hand , livt> 
dpproximd ely the average life oi t he se rv ices (rathe r t-han t-he 
life of the assoc1a eo n.ete r s or regula o r s) and expe r ience 
some nega 1 ve ne sal vac:,e C cos of removal) when r etired . The 
mon i oring of he combined records is no p r ac icable . 

~e agree wi h S aft ' s recommenda ion that Ci y Gas will be 
given s 1x months from he effec ive oa e of his Or de r to bring 
i s accoun s in a compliance. To provide a t r ansit-ion of 
deprecia ion rates from he dccoun s as hey are presen ly 
cono i uteo o hose a1 er the i nvest:men s are appropriately 
sepa ra eo , A achment 1 shows ra es for use with 1989 ac t ivity , 
and for use at er separation 1n 1990 . 
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Based upon h~ foregoing , i is 

ORDERED by he Flor ida Public Serv ice Commission ha the 
depr ecia ion ra es se for h in A achment 1 o ~his Order are 
hereby approveo for Ci y Gas Company . I i s further 

ORDeReD hdt he $47 , 934 of expense which has been applied 
to he • His oric • reserve defici hrough t he year 1988 be 
aooed in 1989 and subsequen ly to he $ 28 , 166 expense 
associa ed with he wri e - off of he • prospec ive • reserve 
oeric1 , b r inging rha otal • prospec ive • wri e-off expense ~ o 
$76 , 100 . It i s further 

ORDlR!:.D that he ettec ive oa e of he oeprecia ion rates 
approved by r his Oroe r is January 1 , 1989 . It is furrher 

ORDEH!:.D hat Ci y Gas Company shall bring its Accoun s 381 

I 

(Me e r s ) , 382 (Me er Installa ions) , 383 (Regularors) , and 294 
(Regulator Ins alla ions) in com{:-liance wi h Rul e 25- 7 . 043 , I 
Floc id Admi nis ra i ve Code , within six months from the 
cn tec 1ve oa e of thi s Orde r . 

By OHIJLR or 
rhi s 3l s c day ot 

( S E A L ) 

l1RC 

he Floc ioa Publi c 
QCTOBER I 1989 

Division 

Service Commiss i on 

Reporring 
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~OTIC~ 0~ FURTH~R PROCEEDINGS OR JUDICIAL R~VIE~ 

The Florioa Public Service Commission is required by 
Section 120 . 59(4) , Florida Statutes , to notify parties of any 
aoministrative hearing or judicial review of Commission orders 
that is available unde r Sections 120 . 57 or 120 . 68, Florida 
Sta utes , as well as the pr oceoures and time lintits that 
apply . 1his notice should not be cons rued to mean all 
reques s for an adminis ra ive hearing or judicial revi ew will 
be granted or result in the relief sough . 

The ac ion pror-osed herein is preliminary in na ure and 
will not become eftective o r f1nal , excep as pr ovided by Rule 
25- 22 . 029 , Florida Adminis rative Code . Any pe r son whose 
substan tial in e r ests are affectea by he ac ion proposed by 
his oroer may tile a petition fo r a formal ,t:roceeding , as 

p rovidea by Rule 25- 22 . 029(4) , Florida Aominis ra ive Code , in 
the form provideo by Rule 25- 22 . 036(7)(a) ana (f) , Florida 
Aciminis ra i V':! Cooe . This petit ion mus be received by the 
Direc ot, Division of Records ana Repo r ting a his office a 
101 cast Gaines Street , Tallahassee , Florida 32399- 0870 , by the 
close of business on tJovember 21 , 1989 

In the aosen~e of such a pe 
effective on the oay subsequent 
by Rule 25-22.029(6) , Florida 
reflectea in a subsequent oraer . 

i ion , this order shall become 
o the above aa e as provideo 
Aominis ra ive Code , and as 

Any objec ion or i:JrO est fileo in this docket before he 
issuance date ot his o r aer i s considered abandonee unless it: 
satisfies he foregoing conoi ions and is renewed wi hin he 
specifieo prates perioa . 

If his order becomes final and effective on he da e 
desc r ibed above , any par y adversely affec ed may reques L 
judicial rev iew by the Florida Supreme Cou r in he case of an 
electric , gas or telephone utility or by the Firs District 
Court of Appeal in the case of a water o r sewe r u i li y by 
filing a no ice of appeal wi h he Di r tc o r , Division of 
Reco r as and Repor ing and filing a copy of he no ice of appeal 
a na he filing f..ee wi h the appropria e cour . 'l'his filing 
must be comple eo wi hin hir y (30 ) aays ot he effec ive date 
of this o r der , pu r suant to Rule 9 . 110 , Florida Rules of 
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Appella te Procedure . 
specif i eo in Rule 
Procedure . 

The no ice of app 1 mu nt be in he form 
9 . 900(a) , F'lorioo nul<t ot Appellate 
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Cl '1'\' GAS CO~PJ..I:\' Of fLORl DA 
OtPRtCIJ.TlON RhTtS 
crrrrcrivr 1-l-89) 

/..VG. AVG. 
R£~. l~ET DEPR . 

~l~NuT---------------------------~L~I~fME~~S~A~L~V~·---~Rb~IME 
yr.s \ \ 

Clstribution Plant 
375 Structur es 
376 Mains 

(plilStlC ) 
(other) 

397 M£R Clty Gat:c 
380 Serv1ccs 

( p last:lC ) 
(othe:-) 

381 Mc tersjinstalls. 
381 1-lcters 
382 1-lctcr ~nsta!l~ . 

3S3 Rcguletors;Installs. 
383 Regulators 
38~ Rcgulato:- :nstal:s . 
385 Indust . ~£R 

387 Othe:-

Leased Plan; 
386 . 5 Wtr Ht:-.s 
386 . 6 Drye:-s 
386 . 7 Ra nges 

General Plap; 
390 Structu:-es 
391 .: O!fice fu:-n. 
391 . 2 Office Equip. 
391.3Cornpute:-s 

Embedded 

39~ T:-anspt.Equlp. 
Embedded 

393 S tores Equlp . 
39~ Tools £ Shop 
395 Lab . Equip. 
397 Commun. Equip. 
3~8 l': lSC . Egt:ip. 

3<.0 

35 . 0 
26.0 
l<. 0 

29 . 0 
21.0 
: <.9 
1< . 9 
l< . 9 
16.9 
16 . 9 
16 . 9 
18.5 

9 .1 

7.2 
9 . 6 

10.6 

:3 . 2 
8.0 

3. < 
6 . 0 

2 . 9 
7.0 

10.8 
·s.9 
H.9 
6.2 
5.6 

• for use in 1989 

10 

( 10) 
( 10) 

(5) 

(35) 
( 35) 

(2) 
0 

( 5) 
( 2) 

0 
( 5) 
(5) 

0 

0 
0 
0 

0 
2 
2 

5 
5 

... 6 
:6 

0 
5 
0 
5 
CJ 

2 . 2 

2 . 8 
2.7 
).1 

Cl 
(.) 

<. 6 • 

(. 8 ~ 

<. 1 .. 
3.9 ! 

~.2 ~ 

c o 
5 . 6 

7 . 9 
8 . 3 
8 .~ 

3 . 2 
6.9 

11.0 

16.9 
15.8 

18. ~ 

12.0 
5.5 
6 . 2 
4.8 
7 . 5 
8.5 

: fo:- usc 1n 1990 and subsequently, after 

scparat:1on of accounts. 
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CITY GAS COMPANY OF FLORIDA 
DEPRECIATION RATES 
(EFFECTIVE 1-1- 89) 

(Reserve allocat1on - Mains and Services) 

BOOK ALLOCATED 

M~~OUt!I Bf,;~f,;BVf,; BtSt;BVf,; 
$ $ 

3 76 - l>fai ns HI 796 , 210 0 

" Plastic 0 664,461 

II Other 0 14 , 131 , 7 4 9 

380 - Services 6,356 , 002 0 

" Plastic 0 585, 4 51 

" Other 0 5 ,770,551 

Totals $21,152,212 $21 , 152,212 

I 

I 
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