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FINAL ORQ..ER ON DEPRECIATIOH S'l'J.!QY 

BY TilE COHMISSION : 

On June 27, 1991, United Telephone Compa ny of florida (Uni t ed, 

or the Company) filed its 1991 Depreciation Study. The Study is 

United ' s triennial depreciation represcript ion til1ng which 1s 

required by Rule 25-4 . 0175, Florida i\dministrat i ve Code. The 

Office o( Public Counsel (OPC) and the Flor1da Cable 'Ielevis1on 

Association (FCTA) intervened. On February 25 , 1992, we issued 

Order No . 25800 setting forth the prchear1ng 1 r ocedure . On March 

11, 1992, the Prehearing Otficer issued Order llo . PSC-92 -00~9 -I CO

TL which set forth is~ues for hearing . That Order was amended by 

Order r: ,.. . PSC-92-00~9A-PCO-'l'L on March lJ, 1992 . A hcdring was 

held on Aprll 13-14, 1992 . 

I . ADEQUACY OF CURREtiT SCU_F.Il!J.I&S. 

United filed its current s tudy pursu1nt to Rule 25-4. 0175 . It 

is the Company ' s view that exis t1ng deprec.ution rate..; jo not 

reflect the rapid change in technology being experienced in the 

telephone industry . The Corn?any contends that it ne~ds to c hange 

depreciation rates t o rcilect perceived changes in service lives 

and salvage characteristics, as well as to reflect changes in the 

Compa ny ' s plans and 1 uture expectations since the l.tst 

represcription. 

OPC ' s recognitio n of the need for c hanges i n depr~ciacion is 

e vinced by its filing of an a 1 ternat i ve depreciation sched1.0 le . 

FCTA states that it has no position o n this issue except as 

expressed in responses to ocher issues . Thus, with the possible 

exception of FCTA , all parties are in agreement that the currently 

prescribed deprec1ation r ates and capital r ecovery schedules need 

to be revised . 

In ou r view, the purpose o f deprecidtion is co match 

depreciation expenses as closely as possible to the tine per1 od 

that the equipment is serving the public . Because the telepho ne 

industry is highly subject to technological changes, it is 

beneficial to review and revise the capital recovery position of a 

comp ny as soon as practical . Thus, we find that a r e vision of the 

Company ' s depreciation rates and c a pital r ecovery schedules is 

appropriate ~t this time . 

II. BASIS FOB ESTABLISHING QEPRECIATIO!~ RATES 
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All parties agree that depreciation ra t es sho~ld be 
established based on what is cconomic~lly justified ior tc. ephone 
~crvice. There is, hoJever, dis~greement as to the implications of 
this determination. These differences ~re evident throughout this 
case. 

United argues t hat its network plans arc economically 
justified for telephone service . The Company asserts that its 
network studios only project revenues from services that already 
exist and that its economic studies do not consider revenues 
'lssociated with potential new future service!" . The Conpany 
concludes that its network plans arc de~igncd to build an 
economical network that is cost justified for today's services, yet 
is capabl e of economically and technic~lly evolving to reet 
tomorrow ' s service needs . 

OPC asserts thnt depreciation rates charged to re(Jlll<! ~ed 
telephone custor.~ers should not be based upun speculation auout. 
unquantified and unknown possibilities ot ne~1 services . 

FCTA contends that as a matter ot lc.Hv and pol icy, the 
Commission is required to establish depreci.ltlon rates thut 1re 
economic~lly justified for basic telephone service 1nd that t.o do 
otherwise would require monopoly services to subsidi~e competitive 
services . 

Staff witness Lee relates depreciation to embedded assets as 
opposed to those ~vhich may be added subsequently. Ho· ... ever, she 
notes that it is necessary to project the future expcct~nc1es so 
that a n investment on the books today will be recovered over the 
period of time that the related equ1pment is in ::;crvice . She 
asserts that failure to do this will result in unr~covered arounts 
(relating to investMents th~t are no longer serving the publlc) 
remaining in the rate b~sc . 

Upon review, we find th~t depreciation r~tr~ sh1ll le 
established based on ~hat is econon1cally justitieJ for teleph0ne 
service . 

III. T.l!1!:1'.JI.Bl,E F..QR TRAIJSITIQU TO SOtH:T TR/\l!SHI SSIO[J EQUI P!·:J;rrr 

United argues that its timetable to dchiove a complete 
transition from today ' s asynchronous transmission equipment to the 
new Synchronous Optical Network ( SONET) tr~nsmiss ion equipment , 
over the 1994-!998 period, 1s reasonable . 
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It is the Company ' s view that the initia l deployment of ~igh 
s peed SOHET r iber optic terminal equipment is driven by grm·lth 
requirements in the interoffice network. United plans high sp~ed 
SONET additions to its interoffice network . Thesa additions w1ll 
begin in late 1992, and will initially coexist with the company ' s 
asynchronous terminal equipment. Based o n current growth 
projections , United will have total SONET connectivity throughout 
its fiber optic interoffice network by year-end 1995. The SOHET 
connectivity in the company's fiber interoffice network, coupled 
with the continued deplcyment o f SONET terminal equipment in the 
feeder segment of the net\oiOrk, will allow Un i ted to offer the 
adv ... ntages of SONET to customers on an end-to- end basis at or 
betore year-end 1995. 

The Company projects that 
opt1c terminal equipment Wlll 
conditions develop: 

the ex1sting 
}-leg.Ln to be 

asynchronous 
rcplnccd as 

fiber 
four 

1. Growth on fiber limited routes will result in the 
replacement of ex1sting asynchronous terminal equipment 
with higher capacity SO!IET equip;,ent to provide the 
required relief . 

2 . Customer demand for the perforrndnce monitor1ng ~nd 

network management capabili t ics i nhcrent in SO!IET •-Hll 
drive the migration in areas with high concentrations of 
business . 

J . UTF providns leased tac1lit1es to interLxchange carriers 
(IXCs) which arc expected to be among the first cus t omers 
to demand SOHET transport facilit1es . The n:cs are 
currently leasing over 40 OS- Js 1n tl1e asynchronous 
network. These leases are expected to r:: igrutc to SOl lET 
fac i lities between 1993 and 1995 . 

4. Beginning in 1993 , the next gencrat1on Digitnl Loop 
Carriers (OLCs) are planned t o be introduced by the major 
vendors . These DLCs are being developed t o the Bel1Core 
TR-303 spec it ication which utilizes the SOtlET 
transmission standard for connection t o the host 
switching center. The introduc t1o n of these nex t 
generation DLCs will result in the introduction o f new 
SONCT facili~ies, a~ well as the replacement of existing 
asynchronous facilities. 

United pro j ects that the events described above will result in 
the complete rep.Lacemant of asynchronous fiber optic trnnsmission 
equiprant by year-end 1998. 
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OPC took no position o n thi s issue . 

FCTJ\ argues th<lt Uni tod did not meet its burden of r roof . 

Therefore, FCTA asserts that it is nece~~<lry t o r the Commizsion t o 

establish a process for r eviewi ng these replacements, a ft e r-the 

fact, to determine if tho Company ' s actions in th1s rcgnrd nrc 

prudent. 

FCTA relics on portions of witnozscs Reynolds, Brennan, 

Poucher, Gillott and Montgomery ' s testimo ny to Drguc th~t the 
Company's trans1t1on, from nsynchronous to SOHE1' 1n the 1994-1998 

time frame, lS not reasonable . Ho~ever, FCTA ' s porltion appears to 

be derived from arguments rogDrding the repl<lcement ot copper cable 

with f ibc cable in the distribution nctwor~~ by ye<lr 2010 . The 

replacement ot asynchronous terminal equipment ·.1\.th SO!lE'l terminal 

equipme nt is in the interet f icc and 1 ceder port ion o i United ' s 

network and FCTA ' s witness Gillett Dgreed tha t t1bor to the 1eedcr 

is economical tor telephone service . 'Ihcretorc, there i.;; <In 

apparent conflict between FCTA ' s position on this issue <.1n11 the 

testimony of its own witness . 

FCTJ\ contends th<lt the Commiss ion s h o uld r.ake <l compr chensi vc 
" a ttor-the-t:act" rev1c ... o t Uni t ed ' s future r eplacements t o c..~ssure 

that current purchasers of t•onopoly services arc not rcr!uireJ to 

pay more than the y would o therwise p<ly for bas1c telephone 

services . However, we find that FCTA has prcscnt~d no evidence 

which warrants the Comnission 1nit1ating an " a 1 t~.·-th~-fact " 

review . h'e f i nd that an " at ter-thc-fact" r eview •:ould cause on 

undue burden on the Company, as wel l as the Commission, without 

providing any adl.iitional bcracfits to the depreciation procc~s . 

\.Je have reviewed Unitt.d ' s propos<.tl to cor.1pletely replucc 

today • s asynchronou"" equipment with now SO!IET oquipncnt in the 

1994 -1998 time period. Although United has not done an economic 

s tudy for this tr<1nsition , with the exception of the tin.tl 

retirement ddtc , we find that the Company ' s proposed r etireMents 

a rc appropriate. We reach this conclur1on because : rctire~cnt ot 

this equipment will provide the Compmy '·"ith lhc. ability to 

interconnect diffe rent vendors' equipment due tc the dcvclor on ot 
SOHET standards world\dde ; increased use o 1 fiber in thl. 

telecommunications network may cause the production of asvnchronous 

equipment to ccas,. ; United ' s init1a 1 customers \o.'l 11 be large 

businesses and IXCs that Wlll likely require the abili ty lo manage 

their bandwidth needs, something that can be facilita ted by SOHET ; 

residential custo~crs will benefit indirectly since United will be 

able to ~ix ~arious vendors• equipment in hos t-remote s witching 

configuration s ; and ad~cd flexibility will mean more options for 

facility relief ·o~hich should result in l ess costly sclutions . 
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However, Unlted ' s current: underlying service life of si~ years 

is shorter than that of any other telephone company in the State . 

United acknowledges that should any of the conditions set forth in 

1ts argument be delayed, the transition of asynchronous equipnent 

to SONET equ 1pment also would be delayed. \·:h1le \-Je find the 

technical JUdgment ot the Company to be ~ppropriat::e, ~P arc 

concerned about the uncertainty assoc1ated with the condit1ons 

which justify the Company ' s proposed time frume . 'I'he currently 

prescribed life and curve shape infer a complete m1gr~tion by the 

year 2000 . He find the year 2000 to be appropriate, given the 

uncertainty of the conditions relied upon by the Co~pany 1n 1ts 

analysis. 

United argues that it has already converted the ~R)or i ty o 1 

its interotfice nctwod: to 1i lJcr facilities and t.:lwt the proJection 

that its interoffice netJork \:ill be essentially 100% ti~er by the 

end of 1995 is all but certuin , given the extent: o l the ongo1nq 

conversion a nd the tact thnt tiber is alrundy est~blished as th~ 

most cost-effective solution . 

The Company asserts that the f ormer coppcr-bas~d tecdcr 

t<lcilities linking the host switching centers '"'i th the diqital 

remot::e and loop C<lrrier systems will continue to tr.msit::ion to 

fiber. The deployment ot tiber in the feeder portion o1 the 

network will Clcceler<lte due to the combined impacts ol the 

economies of fiber versus copper, th~ demands tor hlJrer bandv1 lth 

services , and the continued economic distribution ot the swit~hing 

network.. United projecLs that the former copp~;.r-l..,ased fe~dct" 

segment of the network will be essentially lOOt convcrteJ to Jibcr 

by the end of the year 2000 . The Col':'pany asserts th<:~ t its 

projection is r ea listic and h1ghly probable becCluse feP~er rel ict 

1s most economically provided by utilizing remote digit.Jl s· ... itchinq 

and digital loop carrier systems . 

In 1989 , United began to deploy fiber in the distribu •c.n 

portion of the network to meet the bandwidth service dcr<lnds ot I · 

larger business custoncrs. The Compnny projects that: tiber Will 

~cc me cost-effective for new distribution plant in residential 

development s for narrow band "plain old telephone ::;crv icc " ( fO'I S) 

in th~ 1993-1994 time frame . The company anticipates that 

deployment of fiber in the dl5tribution plant will not be delayel 

more than one or two years beyond 1994. 

United contends that dem<lnd for high~r b<lndwidth services will 

be the catalyst for the retrofit of existing copper-basad 
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distribution facilities . It projects that this retrofit will begin 
i n 1996 and , due to market demands , be completed over a 15-year 
period ending in 2010 . If, as discussed above, fiber for new 
distribution plant were delayed for a yPar or two, the retrofit of 
existing copper-based distr1bution fac1lities would begin a year or 
two later than the Company ' s projections . HO\·Iover, the Company 
maintains that 1996 is the most realistic date to utilize for 
planning purposes . 

United compares this tranzit~on with its migration to digital 
s~itches which, based upon current plans, will require 15 years to 
complete . The Company concludes that its 15-year interval 
projection, which results in a complete fiber network by 2010, is 
reasonable . 

OPC argues that United c1dvocates a vision to replace 100 % of 
its ex1sting copper network with fiber optic cable to cvcrJ mobile 
horne, every farm, every housu it serves by the ycnr 2010 . OPC 
asserts that United ' s vision L . predicated in large part. on ,1n 
assumption that the Company wtll begin to rcpldce existing copper 
distribution facilit ies with tiber optic facilities in 1996. And 
this assumption, 1n turn, is grounded on an assu~pti on t.hat untno ~n 
new services will provc-1n the economics of <.1bandoning it .... exi!it.H,g 
copper distribution plant in tavor of new tiber opt1c facilitl es 
beginning in 1996 . 

OPC asserts that 2010 L not a rcc1sonable est inc. te . ll o>·:~ver , 

OPC does not otfer support. tor a more appropriate date. v l 'C 
asserts that United 1s simply speculating that increased r rvenues 
from broadband !..erviccs v:ill be sutficient to p<1y for the 
accelerated fiber optic depl oyment . OPC po1nts out that ! L.ch 
speculation 1s based on <1necclotal evidence 1 rom 1nte rvie•.:s .. 1 ;:h 
government officials and tclc•phone customers. It is OPC ' s v.tv.: 

that United ' s 2010 date and our staff ' s 2012 date were extrc1po!ateu 
from data developed tor fiber in the intcrotfice and feeder routes . 
OPC accepts United ' s esti~ates for interofficr ~nd feeder t>lant, 
but disagrees that this w1ll cnrry-over to the d1stri~ucion segment 
of the network . 

FCTA also fails to offer support for a specific date . r C'IA 
~·choes the OPC ' s view that United ' s vision i5 merely speculation 
which lacks necessarJ cost rupport. FCTA presented Lestinony Lhat 
it is not opposed to tiber to the home but that fiber should go to 
exactly the point at which it is economically justified . FC'rA 

argues that United has not met its burden of proof o n this i55ue . 
Therefore , FC1 .• assert5 tha it is necessary for the Cormiss1on to 
est,blish a process for rev1cwing these rnplaccments , after-the-
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fact , to determine iC the Company • s actions in this reg~nd a re 
prudent . 

Staff witness Lee favors a 2012 date for replacement o f the 
existing copper distribut1on plant with either fiber o r rnore 
copper . She testified that a 2012 date is appropriate f o r United, 
which is an aggressive Company i n a high-tech area . Ms. Lee agree~ 
with OPC and FCTA that the Company should do whateve~ is economical 
at the time of substitution. Regarding technolog1cal obsolescence , 
she draws an analogy ~o the past when manual cord boards where 
rPplaced by electromech~nical switching und later by digital 
switching . Ms. Lee points out that, at that tlme, there was 
nothing wrong with the equipment bclnJ replaced ; the r cpldcemcnt 
decisions .,·ere based on qual ity of scrv1cc a nd addltlonal o;crv ices 
which were o ffered when economical . 

Throughout thi s case, concern has been expressed regarding the 
Conpany •s failure to produce economic studies in zuprort o t lts 
l o ng range projections. On the other hand, there is ulso test1nony 
which indicate~ that such studies arc not practical , or mcaning l ul, 
at this time. He find that •.:hencver n projLction i a made , it :::.:ly 

be the subject of debate no matter what time tramu is contempld ' cd . 
United proJects that its distribution network will be c rplctely 
retrofltted with fiber optics by the year 20 10 . This forecast was 
not based on cost analysis , but rather, on a belief that demand tor 
higher bandwidth services will be the catalyst for t,e rctrotit . 
The Company predicts that this retrofit will begin in 1996 . The 
Company asserts that revenues trom new broadba nd services will rnakc 
the replacement oi existing copper in the dlstribution pl.::tnt. 
affordable . It is United ' s position that , when it beg1ns to 
replace existing copper ( aci 1 tiN:, the dcci!:" ion ·.,ri 11 be s u pr or ted 
by a business case \o:hich 1dcnt1fies real service!.> ~.it..h rc.il 
revenues. 

Staff witness Lee, OPC and FCTA agree that Un1tcd ' ~ po~ition 

is based on projection~ . Ho~ever, we find th3t the p1sition~ ot 
1ll of the parties o n th1s icsue arc base d on pro)~Ctluns. Wh ile 
forecasti ng United ' s networ•: for the year ?010 i nvolves 
~peculation, we cannot ignore the on-going evolution o t the 
telecommunications industry . A~ discussed later in th is Order, 
United is migrating to an all fiber network as it becomes 
economical to do so . We find that 2012 is an appropriate date for 
the migration from a metallic to an ull fiber network f or United. 
This is consistent with projected dates of other utili tic~ in 
Florida and supports the trend from copper to fibe r. 
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V. RETIREMENT OF CERTAI!l SHITCHES 

United has proposed to replace nine Northern Telecom OMS HT40 

processors i n 1992 , o ne Rockwell E911 Tandem Switc h in 1993 , three 

Alcatel 1210s and four Alcatel subtending remotes in 1993 , and f ou r 

Alcatel 1210s and 8 Alcatel subtending remotes in 1994 . 

The Company argues that the nine Northern Telecom OMS NT' O 

processors exhaust their data memory capacity of 15 . 75 megawords 

with either the BCSJl or BCS32 software release , depending on the 

d~mand in each individual office . In order to upgrade the OMS-100 

beyond BCSJ2 , it is necessary to upgrade the NT4 0 processor with a 

SuperNode series processor . Current plans call for the upgrade of 

all OMS-100 sw1tching syste~s to BCS13 or higher by year- nd 1992 . 

Theref o re, it is necessary to replace the U'N o processors with 

SuperNode series processors in order to accommodate the~e sottw~re 

upgrades. 

The 7 digical Alcatel switches be1ng r ct1rcd in 1993 and 12 

digi tal Alcatel switche•· bc1ng retired in 1994 include t:he host Jnd 

the subtending remotes . Th e Company as~ert.:; that hc:.P. 

r eplacement::. arc necessary due to one or rnon. o t t.hc toll . .Jinq 

s 1tuations: proces:;or exhaust, floor space cxiHlu!·t. , ur teec.ler 

route rel ie f requirements . Un1ted notes that an econo::- .. c .1nalysi:; 

is, or will be , performed lor each office to d~tcrm1nc the mo~~ 

prudent m~thod and timing o t the replacemen~ . 

The Rockwell sex E911 Tandem switch , located in fort Myer~, is 

a one-of-a-kind s\1itch in the UTf network. The Co~pnny argues th1t 

there have been severe problems with similar s~itches . By retiring 

the Rockwell sex and replacing i t with new E911 software which w1ll 

be installed in the existing DMS-100 ::.witches .:1t Fort Hyer~ and 

Leesburg , Un1ted plnns to elimtnate ongoing invest.ment~ in a onc

ot -a-kind switch, prov1de service that will be superior to th1t 

'..Jhlc h is available from the Rockwell sex , nnd provide a r.ot,. 

-;urvivable E911 net'..•ork by elimi nating the dnglc point of failure 

n t Fort Myers. 

OPC asserts th. t in the past United forecn5ted that its 121 • 

~witches would be tully retired by 1992 in contrast to the 

Compa ny ' s current view which is for retirement by 1999 . OPe notes 

th~t the vendor of this equipment continues to add t o and extend 

the support of the eq~ipment in ways which United conced~s 1t did 

not anticipate . OPC argues that the Commission s hould ueny 

Uni t e d ' s reque~t and approve Special Recovery amortization expenses 

of $2 , 783 , 000 by reducing the United request by 50\ of the amount 

r e quested . In a.Jition , OPC contends that, in order t o adjust f o r 

Un ited ' s past failures to adequately forecast Company plans for 
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ret1rernents, the proposed life for the renuining inve-.tnent ir: 
Account 2212 , Digital, Embedded- Other, should be extended by one 
year . 

FCTA assert~ that United has not net its burden of proof and 
that the Commission should establish a process for reviewing these 
replacements, after-the-fact, to determine 1f the Company ' s actions 
in this regard are prudent. FCTA contends that a rev1ew of 
Company CUCRIT studies indicates that the Company does not ulways 
implement the least cost option studied . Additionally, FCTA argues 
thc.tt at least one assumption used by the Co~pany 1n doing the 
-tudies is invalid. 

We addr ess the specific reti rements as follows : 

tlorthern Te 1 ecorn PM~ l~1'4 0 Processor!:i 

We have reviewed the process used by United to lorecast when 
the processor capacity is near exhaust and t 1nd tht:! Co:npany ' s 
proposed retirement dates for the 9 llorthern 1'eleco::t t;T.; o 
processors are appropriate. 

Rockwrll E911 Tanden_Swikch 

We find that E911 service is critical 1or public saiety . 
currently , the Company has a single switch which handles all of its 
E911 traffic. A najor outage could cause sever~" <.bmage and 
hardship to United ' s customers. The new E911 soft;atre .. h ich has 
been developed by lJorthern Telecom (U'I'I) ~1ill allo· ... · Unlted to 
provide a redundant network . For the Leesburg switch, United has 
shown that the savings as~ociated with the d~ploynent ot un E9 11 
switch in the northern section of the Company far out.-..eiqh the 
costs . 

We were more concerned w1th the retirement of the Rockwell sex 
switch in Ft . Myers . However, because the switch is on• -of-a-kind 
and has experienced problems in the past, we find that United ' s 
customers would be better served with the NTI E911 ~ervice . We 
recognize that the NTI £911 service scenar1o costs approximately 
$139 ,000 more than the Rockwell sex , but there will be at le~st 

$24,000 annual maintenance savings associated with rct~ring the 
Rockwell switch . 

Thus, we find that United ' s plan to retire the Rockwell E911 
Tandem switch in Ft . Myers and to add the tiTI E911 sofl\.Jare in 
Lee~burg and Ft. Myers is appropriate . 
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1210 Switches 

United proposes to change out 3 AlcaLcl 1210s and 4 Alcatcl 

s ubtending remotes in 1993, and 4 Alcatcl 1210s and 8 Alcatel 

subtendJ.ng remotes in 1994 . United notes that when a host sw1tcl. 

is changed out, it is also necessary to change out the subtcnding 

reDotes . The Company asserts that Leiore a 1210 1s changed out, 

the switch is the subject of a CUCRIT analysl5. The CUCRIT 

analysis program is a cash flow and r inancia 1 ~nalysis model 

designed to measure the economic impact of a ptoposcd project, or 

tho incremental differences bctw~cn d set ot ~utually cxclus1vc 

alternatives developed to meet the objectives o1 a spcc1tic 

project . These studl<?S arc typ1cally done t·.:o years before the 

replacement of the specitic equipment identified in the proJect. 

In addition to the CUCRIT studies, United ut1lizcs a progran called 

CITRUS. The CITRUS progran i~ used as a modeling tool to determine 

optimal timing in establishing nodes within a wire center . 

Employing CITRUS, the Conpany looks at the 1nt~gr1~cd plann1ng ol 

outside plant, switching, and tac1litics to detcrm1nc which nct~ork 

configurations should be reviewed further. 1hc pldnning en~1nccr 

coordinating the wire center study has the ability in the Cl1RUS 

program to manipulate the timing of when equipment uill be dJtcd or 

changed out. Once a spccitic configuration is lond~d into the 

CITRUS program, the program sums all 01 the <.:o~ts <.~nd run· .t 

throuqh a cash ilow analysis that is similar to CUCHlT, out n o t to 

tho depth that the CUCRIT cnta1ls. The planning ~ngincc~ m~y milkc 

hundreds of CITRUS runs bctore settling on a lew alternatives. The 

alternatives that arc determined to be the most oconomical arc then 

loaded 1nto the CUCRIT program wh1ch runs a more de ailed analys i s 

for the alternatives chosen by the planning engineer. 

FCTA asserts that United ' s CUCRIT analysis is tla\:ed Juc to 

the "negative incor:~c tax" illustrated in the Cape llnze IntcCJr<lt('d 

Pl.ln . Because it involves ::.he rcplaccrc.nt ot c.1n anulog ..... :itch, the: 

Cape Haze office is considered elsewhere in thl& Order; however, 

·.~e will address FCTA's concern regarding the validity ot the CUCRIT 

study . This matt~r was extensively discussed on Che record . The 

Company asserts that if the expenses exceed revenues, then here is 

a loss (or negative cash flow) and because ot that loss, the CUCRir 

s tudy reflects ll "ncCJa Llve income tax". CUCRIT anulysis docs not 

consider revenues that arc common in all alternatives cvaluutcd in 

the CUCRIT study. We find thnt the "neg a ti vc 1ncomc tax" is 

appropriate in tho CUCRIT study since the common revenues for all 

altcrnativ~s arc excluded from the CUCRIT study and no alternative 

was advantaged or disndvantagcd by this approach . 

OPC argues thnt the Commission should extend uy one year the 

ptoposcd life tor tho remaining investment due to United ' s p~st 
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rnilurcs to ndcquatcly forecast Company plans tor tl.e 1210 

retirements. Th1s adjustment is intended to ~rovide an incentive 

tor the Company to avoid such problems in the future . However, we 

find that the Company has made a reasonable etfort to adjust its 

depreciation schedules based on what it believed to be true . 

Suppor t for the Alcatcl product line has been unsure for the past 

7-8 years and we find that it would be inappropriate to penalize 

the Company across-the-board tor failure to project the future l1fe 

of a continually changing switch technology. 

Evidence indicat~s t.hat. Alcatcl will phase out the 1210 

product over the next decade . Thus , we find that the 1999 ph~se 

out date ot tho 1210 product line is 1ppropriate at this time. 

There arc two c, tegor1os ot 1210 switches to ex~mine --- those 

Wlth coct c upport and thooc without. We tind that the Compnny has 

provided sutficient support, loth economically and technically, lor 

the Sebring and Windermere ~11tches through the usc ot the demand 

and facility charts, Office RPrlaccment Schedule information, and 

its CUCRIT studies . ore has argued that Un1ted should dlways usc 

carefully crafted tundanental economic studies to support bot:h 

nctunl Cilpital spending and estimates ot the associated 

depreciation rctirc:'lcnts that will result tron these studies . ::c 

agree with that analysis, except \here there dre Jcverc problc~s 

rtssociatcd with a particular switch . 

FCTA t-as argued that United has not met its burden ot proot . 

However, we find that the dcmnnd and faci 1 i ty charts , the Of! ice 

Heplaccccnt Schedule, ilnd the CUCRIT studies provide sut f 1~ lent 

support for the replacement of tho two office~ di~cusscd above . 

Since no party has <lddrcsscd the retirement of a specific 1210 

switch tlnd the Company hns support<•d gcncri.llly the retirement or 

these switches, we tind that the retirement dntes lor these 

switches arc approprinte. 

The sc·cond category includcf; those 1.:10 s·h·it:chc$ tot· ·.:rnch tile> 

Company did not develop a CUCRIT study to prov 1dc .:!con om it: suppot·t 

tor he 1roposcd rcplilcemcnt. 'l'herc arc live s•.dtchcfi 1n this 

c.ttetJory : Uonit:u Springs, Uuenavcnt:ura Lakes, Lady La}:..:, Punta 

Gorda, and Suncoast. \lhilc we tind cost support to be one ot the 

most important picccf; ot information to be considered, 'n'e <1lso 

<lcknowledgc that there could be technical reasons \-.'hich would 

justit:y a switch replacement . As United points out, all of the 

1210 replacements arc Juc to processor exhaust, floor space 

exhau"'t, or route relief rcquircmcntn . However , we find that of 

thoae three circu.lstanccs , the only one which warrants replacement: 

ot a sw1 tch without the support of a CUCRIT s tudy is processor 

exhnust . Th1s &.., because processor exhaust is the only 
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circumstance which would endanger the entire oifice with the 
potent:al for failure . The Co~pany uses~ processor utiliz~t10n of 
70\ to ju~tify the claim of processor exhaust . We find 70\ to be 
inappropriate based upon the infornation in the record . T h e 
processor charts show that no projected p r ocessor occu~ancy reaches 
85-. until 1997. He acknowlP.dge that this in hiqher than the 
Company ' s desired occupancy rate but find that 1t should create no 
problems for the Company prior to 1997 . 

Upon an examination of the r ecord, we agree with FCTA that the 
Company has not supported the retirements for the Bon1ta Springs, 
Bucnaventura Lakes , L~dy LdkC, Punta Gorda, ~nd Sunco~st offices . 
Therefor e , a retirenent date of 1997 sha 11 be uned for these 
switches . We acknowledge that not allow1ng these replacements nay 
require the Company to make some additions to Jc·om~odJte route 
relief requirements and, in some cases, necens1tate a building 
addition . However, we lind that the cost ol a building addition 
should not drive a $2 or $3 m1llion switch rcpl.Jccment dcc1sion . 

•:I . li_LECTROI1r4111lti!CAl, f.HlT~III~~ANQ ASSOCIJ\1'EQ Atij'\LOG Cf.HCUJTS 

United proposes to n•tire 13 ilnalog sw1tches <lnd the c1rcu1 
equipment d!.isociated with those S\..ritch retirements. '!'he Company 
argues that retirement Ol itn remaining ele~trornechanical switches 
and ~ssoc1ated analog circuit equipment in 1S92 and 1S9J is 
prudent . Economic studies have been complet~.;d ! or a 11 ot t:hes~ 
offices , and the Comrany u ... ..;erts that in ..111 cases it is more 
economical to replacL the oxisting switch with no~ llexible digit31 
technology than to extend the life of the obsolete 
electromechanical switch . OI c. took no posi t1on on this matter . 
FCTA asserted that United has not met its burden o l proof and that 
tLc Commission should l stabl i::>h a process for rev icvling these 
replacements , after - the-fact, to determine if the Company ' ; actjons 
in this regard a r c prudent. 

FCTA assert::. that Unit~d did no t choo..;c lhe least co~t 
alternative in the Company ' ::. proposed plan !or Cope !laze, anJ 
the>reby , demonstrated that economics vias not th<:> primary dd vcr in 
the selection of the plan . FCrA further asserts th.:tt the strntegic 
go.Jl of deploying fiber in the network was United ' s impetus ior its 
selcct1on in the Cape llaze study. Although it may appear fron: il 
cursory review of the Cape Haze study that FCTA is correct in its 
ds~essment , we find United ultinately did select the least cosl 
nlternatlve for Cape llazc. Moreover, he ::.election of this 
ultcrnative actu,lly slowed United ' s deploynent of fiber in its 
network. 

l .. 
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FCTA contends t hat United evaluated only t.he alternatives 

\..:hich were prov1ded in the CUCRIT study f or the Trllla-::oochee 

office , and t h erefore, did not determine whethet the timing of the 

replacement of th~ switch at a later date would be nore cost. 

~ffective than the date chosen . Even though the Company did not 

evaluate a different date for the replacement ot the Trillacoochcc 

switch , we find that the chango out of this switch is justified by 

the cost support provided, the need for a line addition in 

Trillacoochee in 1994, and the potential ~crviccs that arc 

available with a digital switch. 

In this and several other issues, FCTA has 1rqucd that thi s 

Co~miss ion s hould impose an a lter-the-tact revic~ t o determine the 

prudence ot United's retirements . We tind such a review i~ already 

needlessly burdensome and unnec essary ~ccausc perJodic review is 

required ly Rule 25-·L0175 which requires t.hu CO:':lf>.lny to rile a 

comprehensive depreciation study every three ycnrs. FCTA ' G concern 

regarding the " negative income tax" element 01 ct;CHI'I' studies ;:<.~s 

addressed previously in this Order. 

\-le find thnt the Compu ny has provided suruc1~nt cos t ancJ 

technical support t or its proposed retirements in tni~ categor J. 

'J II . OPF:RAIOR S'{STI:t·JS 

United argues that retirement ol its remu1ning operator 

~ysterns by year-end 199~ is prudent. United ' s proposul is ba~ed on 

.:sn anticipated 1994 replacement of the ex is · inq s:r·s ~"':ns . 'I'Iw 

existing TOPS-4 Toll nnd Assist ( r&A) po!lt t 1om; lid'le 1 c. en 

dtscontinuecJ bv thP rnanu tncturer , nnd the existing Directory 

Assistance (DA) ny::;tem wi 11 no t s upport nc\: revenue produc~nq 

i< rvices such as DA cnll completion . A re-evaluntion o( T&A and DA 

•c.rvi ces is planned and, ·.-1hil e no roplncement s ',Jill be .suthori~~ed 

until the analycis b coatplctc, United bcliew!s thut net•.:or~: 

tnssed solution utiliz1ng the latest equiprnc:n t. ;.:i ll cnnblG the 

Company to take advantage o r operator expen~c rcJuct1on~, 

::;u~vivabi lity options, and increased revenue opportunit ie 

OPC t ook no po::; ition on this i::;sue. FC1',\ rcitcr<t cs its 

position that Unitetl has not met its burden of proot <.~nd thnt , 

therefore, it is necessary for the Commissio n to cstablir-h a 

procesn for reviewing these replacements , after-the-fac t, to 

determine if the Compan} 1 5 actions i n this regard ~re prudent . 

Upon revie"-, we find that United ' s proposal to retire its 

n.ma ining operntor systems by year-end 1994 is prudent for the 

reasons asserted t~ the Company. 
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VII I. MICROWAVE RADIO ROUTES AND ASSOCIATED TO\vERS 

The Company argues that retirement of the nicrowave r ... dio 
routes and associated towers in the 1992 - 1996 time period is 
prudent based upon the anticipated economic replacement of the 
routes. The Company notes that growth in bandwidth requirements 
and an increase in the number of customers and their ca lling 
patterns arc factors which necessitate retirement of the radio 
routes . Individual engineering economic studies have been or will 
be developed for each route. Uni ted anticipates that the~e studies 
will demonstrate that t he replacenent of the routes is the mos t 
economic and prudent solution. 

OPC a r gues that the study support ing th is retirement compared 
the economics o t constructing i nteroffice lines us1ng new oigital 
radio systems to constructing new fiber optic systeMs . OPC 
contends t hat the study provided no bas13 to JUstity the 
replacement of already existing radio equipment and ~ower~ . OPC 
concludes tha t the rema~ning special recovery amount t or the 
digital radio systems and thelr towers s hould be disallowed . 

FCTA reiterates its argument that Un ited has not net its 
burden of proof and that this Commission should establish d pr0cess 
for reviewing these replacements, after-the-fact, l o deternine if 
the Company ' s action~ in this regard are prudent . 

United proposes to ret1re 16 digital microwave radio routes 
and their associated towers. For purposes of analys1s , we believe 
it is appropriate to divide these routes into the following 
categories: rad1o routes for which UTF prov1ded cos t ~upport ; 

radio routes for which UTF has studies that a r e not in the record; 
a nd radio routes for which UTF did not provide cost support . 

Radio Routes for \·:hi£_h UTF provided Cost support 

No party contests the retirement dates o f a facil1ty it there 
is s ufficient cost support for the retirement. We hJve prev iously 
discussed the validity of CUCRIT studies and do not revisit the 
issue here since no new point~ have been rai sed . We have revie~ed 
the CUCRIT studies developed Cor the Bushnell, Inverness, Ocala, 
and Salt Springs ra••io routes and find that the ret irement dates of 
these routes with fiber are appropriate . 

Two radio route studies indicate that it is more economical to 
retain the rauio routes than to add fiber: Kenansvill e - St. Cloud 
and Kissimmee - St . Cloud . The Kissimmee s tudy had a net present 
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vnlue (NPV) difference of 20 nnd the Kennnsvillc study hnd a !IPV 
of 4 . 8\ in favor of increasing the cnpacity ot the rudio route . 
However, upon review of the e~idence concern1ng tt.esc two r utes, 
· • .:e find the investment in fiber to be prudent. In t>;lch cas", .,,;e 

tind that the increase in capacity and the need tor a more 11cx1ble 
network warrants the investment . 

Thus , we find that United has presented sufficient evidence to 
support the retirement dates for each of the radio routes and 
assoc1ated towers d1srussed above. 

Radio Routes For Hhich UTF Has Stud i cs 1'hilt 
Are Not in the Record 

United made a study ot three radio routes bu~ tail~d to put 
the results in the record, except for the date ot co~plc~ion o t the 
study. The Company was gh•en the Ofportunity to rroVlC1e ,, l<lte 
tiled exhibit to include the m1ssing inforrr..H:ion ,,rw tailco to 
provide it . 

FCTA argues that the Company has not net its bur(ten . i!e ,1gree 
and find that the Conpany has not ius 1t1ed the re:1rc~cnt d~tes 
associated with these radio routes . Thus, we shall n~1nt1in the 
existing average service life proJections for the Fort ::·;crs, 
Leesburg, and Dade City radio routes and associated to· .. ers . 

B.ru!io Routes For \·:hich U1'F Did r~ot Provide Co. !:: ~por · 

FCTA argues that United has not met its burden. \:e agn:~, .1nd 
find that United has failed to present su tt icient ev ide nee to 
support the replacement of these digital r adio routes ~ith 11Ler 
optic cable . Therefore, the Company shall maintain the e~l!t_ng 
average service life projections for the Altamonte fpr1ngs 1 crange 
City 1 Cape Coral , Fort Hyers Beach 1 Sanibel Island, 13oca Gl·;,nde , 
and Pine Island radio routes and associated towers. 

IX. OIG17AL CIRCUIT EOUI~EIIT 

The Company argues that retirement of $38.6 million o1 diqil~l 
circuit equipment dur1ng the period 1992-1994 is prudent . The 

Company' s proposed retirements tor this time period arc d!> folio.: · : 

1. Retirements of Timespan 1 28 and Alcatel T-3245 digiltl 
loop carrier equipment which are limited 1n capacity: 
are discontinued by the manufacturer and experiencing 
h.1.gh maint•.:!nance problens will be replaced \,•ith ne\.o.' 
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higher capacity DLC systems . Total retirement· for the 
1992-1994 time period are $1 . 9 million . 

2. Retirement of channel bank~ a~~ociated with the analog 
switch replacement program total $1.·~ nillion for the 
1992-1 994 time period. 

3 . RetireMent of copper based T-Carrler tacil1t1es is 
required as a result of the cost etfecciv~ migr~t1on to 
fiber optic facilities 1n the int.erofticc ~nd feeder 
net..,•ork. Also included is the ret. i rement. ot channc.l 
banks that do not support. d1g1tal data services . Tol1l 
retirements for the 1992-l 994 time p~riod <He $19.3 
million . 

4 . Retirement of the Central 01 f ice 'I'err.n n.ll !:' as~;ocia ted 
with double-end eel DLC systems <'s ,, n ul L o t the 

economies associated with the dirPct intectratlon ol the 
dig ita 1 loop carr icr system into the cent:r·.,·l o11 icc tot 1l 

$16.0 milllon tor the 1992 - 1994 t.n.e period. million . 

OPC did not take a position on this issue . FC'I'A rei tcra tes 

its aroument that United failed to meet its burden u l prool and 

that tho Commission ~hould establish a process Lor rcvic~:inq these 

replac~ments, after-the-fact, to determ ine it the comp~ny's uctions 

in this regard are prudent. 

He find that this is a "fall out" issue fron other issues in 

this case and that United ho.o:> pro\ided sutficicnt support 1or the 

associated retirenents. \·le note that United should adju.;t the 

$38.6 million to take into account our dc~isio~s in other ~c t.lJns 

of this Order regarding radio routes , t owtrs, tnJ switches . 

However, the detailed data required to separ~ e di?it.3l circuit 

investments associ<lted with those facilities 1s not ovailub!~ . 

Therefore , the ent1rc $38 . 6 nillion shall be included on~ recovery 

schedule . 

X. METALLIC CABI,E RETIRF:HEllTS 

United argues that its budgeted metallic cable r~tirc~cnt.s ot 

$69,709 , 000 for thP 1992-1995 time period <lre prudent . The Comp<wy 

describes its projected retirements of <:1erial, und~rground, and 

buried copper cable facilities for the period ~s f ollows : 
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~lacement Activity 

Replace~ent of plant located on public right-of-ways required 
as the result o! highway and ~trcct projects. 

Replacement of plant due to normal deterioration or damage as 
a result of cable cuts or "dig-ins". 

The retirement dollars for these activities arc based on 
approved or announced highway work and idc-ntl Cicd dater 1orated 
or damaged plant which has caused service affecting trouble . 

Retirement.s of Copper Interotfice ilnd Feecier Cilbl(!~ 

Fiber is already the economic facility of choice tor all new 
interoffice routes . As fiber is deployed in the 1nterottice 
due to growth requirements, all or portions ol the replaced 
interoffice copper cablo will become 100\ stranded nnd 
retired. 

In the feeder segment o1 the network, the conLinL&d deployme nt 
of DLC to provide economic leader rel1ef 1s rc3ulting in the 
stranding of copper feeder plant. fdditionally, the usa 01 

fiber in the feeder is proving to be the no::.t economic 
solution versus copper . The combined usc o1 DLC and ti~er 

feeder is resulting in all or portions of the replaced tcadcr 
copper cable becoming 100\ stranded and retired . 

Retinments of !letiS'l and Buried DroP \·:.r:£ 

Because Drop Wire is not considered a rctlramant 
retirements from t~ese accounts ore basad upon 
relationship to retirements in the buried and aerial 
cable accounts . 

unit, 
their 

copp11r 

The Company presented te!ltimony that 11 it 1s assent ia 1 to a llc·.; 
corre~pond~ng depreciation rates so that cap1tal invested 1n 
(meta llic facilities ) will be tully recovered as these facilities 
are replaced . If that does not happen, tomorrow ' s customers will 
be paying for something that today •s customers should have paid 
for, along with paying for the fiber !ac1litics ~h~t will than be 
in place . 11 United asserts thut the potential lor rau~e ot the 
stranded inter~ffice and feeder copper facilities in ~he 

distribution network only cot~"s from growth in ne•.-1 areas where 
facilities do not already exist and that reuse w1ll diminish as 
fiber to the curb for POTS becomes cost effective. It is United's 
position that only about 5-10 of the stranded copper facilities 
have the potential to be reused . 
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OPC argues against United ' s p osi t ion that the e( feet of 

"stranding" should be recognized when fiber optic technology 

rcpl.1ccs metal! ic cable . " Stranding ," according t o Company wi tncss 

Brennan , occur3 before thL plant is actually retired. OPC asserts 

that this position is flawed for two r easons . First, much of ~he 

stranded plant analysis is based on United ' s speculative view about 

the ccononics of fiber . Second, Company d ocuments demonstrate the 

judgment of United ' s plant engineers tha t plac1ng fiber j n certain 

segments of the network , particularly interoftice and feeder 

facilities , frees up plant that can be used tor customer 

distribution links and special services . 

FCTA reiterates its argument that United hn!.> not met its 

burden oi ppoof and that the Conrniss1on should establish d process 

for reviewing these replacements , after-thc- tt~ct, to determine if 

the Company ' s actions in this regard arc prudent. 

We find that there i!.> vary little opportunity ~o reuse copper 

facilities from the interottice and !ceder segmcn~s tl~ distribu~ion 

facilities . We note that Clble s not tungiblc plant ~hich can be 

moved to another: location . h'c Lind tho.~t the CornrMn:,·•s mirJrdtion 

from copper to fiber t..tcllitics in the intcrot11cc anti lcccJe:r 

net·.•orks is being driven by both c.conomi<.;s .tnd ~ccl~nical 

obsolescence . Bast J on the overall net·.,·or}: pl(Jn, •.:c t inti t!:.1~ 

United ' s cable deployment is both logical o.~nd ccunornicully 

justified as set f 1rth bolo....,. Thus , we approve the propo!;cd 

$69 ,709 , 000 in metallic c.ble retirements. 

X I . NET\-lQBK PI.AtJ JUSJ:I f-:1 ED FOR TELEI~HQJIF, SEfm 

United asserts that it nas dernon!:'tratcd that: i~::; ne>t.:·.:or}: 1 lan 

is economically justified tor telephone service and U.aL all 

individual elements of the overall nct'v.·ork plnn ~tre )u!;ti t icd 

through the usc of sound engineering economic studies or Lus1nc~~ 

cases , or b oth. 

OPC contends that United advocates a vision thilt it ·.:ill 

replace 100\ of i ts existing copper network with fiber optic c~Lle 

to every mobile horne, every larm, every house it serves by the ytar 

2010 . Its vision is predicnted in larqe p 1rt on an w!iSUI"'pLion t."t: 
it ....,ill begin to replace existing copper distribution luC1liL1 c~ 

with fiber optic f~cilities in 1996 . And this assumption, in Lurn, 

is grounded on an assumption that unknown new services will prove

in the economics ol abandoning its ex1~ting copper distribution 

plant in ra~or of new fi ber optic facilities beginn1ng in 1996 . 
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FCTA reiterates its argument that l'nited has not met its 
burden of proof and that the Commission should establish a process 
for reviewing replacements, after - the-fact, to determine if the 
Company ' s actions are prudent . 

This issue is closely related to the question o( \·lhether 
depreciation rates should be established based on what is 
economically justified for telephone service . The intervenors 
strongly advocate the need for economic studies proving - in the 
projected network. However, staff Wltness Lee asserts that 
projections of the future must be taken into account and that this 
Company ' s projections 'rc cornpat~ble with those of othet companies 
in Florida . As OPC witness Montgomery said : " I think it's very 
unlikely that anybody in this room can actually tell us \vhat's 
going to hilppen in the second decade of the 21st century . " 

We have reviewed the Company ' s overall network plan for this 
depreciation represcription period along w1th its 1nternal process 
for evaluating various engineering alternatives for network 
solutions and design . The Company periorms an eng1neering study 
for every major network addition or replacement . ·.:~ have revic·.,•ed 
numerous Un1ted studies and have found them to be adeauate 
justification for the Company ' s near term retirements . Rega;ding 
digital ~witching, microwave radio , and circuit equ1p~ent, ~e have 
questioned certain retirement dates. 

When determining if a part of its network is to be replaced or 
upgraded , United will first experience sone type of tr.igget ing 
event . For example, a central office may be approaching c.Jpacity 
exhaust or have a need ior a very costly addit.ion. This would 
suggest to the Company that it should beg1n to study alternatives 
to its present mode of opc~ation . The study process consists o: 
identifying the triggerc; and then utilizing the Compnny ' s CITRUS 
program to filter through many network scenarios in order to choose 
the most viable options to be considered as inputs into CUCRIT--
the Company ' s enginaering aconomic analysis tool. Usil"g CUCRIT, 
the Company then analyzes the options and provides the Comp.Jny's 
engineers with a conparison of net present values to be usad in his 
or her final recommendation . 

United ' s network planning process was scrutinized by FC~A at 
the hearing . For example, when reviewing the Cape Huze I'1tegratcj 
Plan , FCTA noted tnat United did not choose , in its recoMmendation, 
the least cost alternativa that was examined using CUCRIT . FCTA 
questioned Company witness Brennan about this recommendation and he 
respondad that tha Company has a policy that any time the CUCRIT 
analysis is ~ithin 5\ of an alternative, firm price quotes must be 
obtained and utilized in the final decision . Witness Brennan was 
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dl~o que~tioned as to United'~ applic~tion of the CUCRil program 

when he was asked about a " negative income t<lx " numbct" . FCTA's 

concern was that this was not a valid assumption and that it 

constituted a negative rate of return. r-tr . Brenn"ln pointed out 

that t he number i n question was a net o1 the e>:penze~, r(;venue~ and 

carr ying charges and that the negat1ve slgn t,..·a~ a Cil~h flo•,; 

designation that was used in the CUCRIT cilsh flow ilnalysis section 

of the program . 

OPC ' ~ Hitncss Hontqomery te~ti t ics that •.dwr·e United doos 

utilize CUCRIT studies, the Company doc!:> a rclatlvcly good job, 

pertorming the study in the Game way thlt a competitive lirm would 

do a capital annlysi~:;. llo po.tnts out th tt it \:c try to oict.ttc ho·.,· 

CUCRIT utudies arc to be lone we \<.'ill create an ln·lPI roprint:cly 

in1lcxib'!.c procc_s . Hr. 1-lontgomcry asserts thut: these st.uoics 

should be periodicillly aud1ted . However, we 1 inci th.:lt t.hc rcvic•,; 

which ta}:es place every 3 yours in the depreciation process is 

sufficicn . 

The Company proposes to nove to an a 11 d iy i t.: • .d C(.n .. r..tl o!! icc 

environment und to continue its migration u ·om co1 f ~..;r to 1 iber 

! nc i 1 it ies and c•1entua lly evolve into a f ibcr-to-thc-curb rwt:·,:or}: . 

United has stuted Lhnt this type ot evolution is ~ logical 

extension ot its nct~:od: . Although FCTA corn::u.!nt~CJ on Un i t:cd' s 

net-...·ork plan, FCTA appears to be makinq il c<tsc ilCJo.illl'•t t ilH.:r-to
the-home (rather thnn to-the-curb) . OPC recognizes th1~ United is 

pl,nning a fiber - to-the-curb nrtwork and asserts Lhtt there i~ no 

curran t financial or narket ana lysis for support . Ol'C asserts that. 

in ord~r to introduce new technology it should be proven-in ·.:ith 

lower maintenance costs, better equipment:, and nore revenues 

produced from alternntive s~rvices . 

We have revi~wed the Company ' s overnll n~twork plan lor tt.i~ 

depreciation represcript:ion period along w1 h 1t~ internal proct!:>S 

for cvnluating various enyineering alternatives tor network 

solutions and design. 1-lith the exception o1 specitic retircr.wnt 
dates which we have questionud in this Order, we find thdt Unitud 

has demonstrnted that its network plan is economically ju~tlfjed 

ior te.Lephone ~ervice . Hhile we agree 'rJith United ' '-' over.Jll 

network plan, we al~o agree ~ith OPC that new technology should be 

economically juotiried. We find that United ' s network evolution 

plan, when cost )ustlfled, should only include revenuP.s tor 
services that exist at that point in time. 

We reject FCTA ' s argument that we should conduct an after - the
fact review of the Company ' s replacements . He find thut such .:1 

proc~dure woul crente .l burden on this Commission, and on the 

Company while providing no benefit to the deprcciat1on procesj. 
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'fhis issue has been raised by FCTA regarding nur.1cro\;s issues in 
this case and our rationale for rejecting 1t in this context 
applies equally to each instance where it has been asserted . 

XII. RESERVE AL~A~IO~ 

United asserts t hat reserve adjustr.1ents are necessary for the 
hearing impaired , radio- T:lobilc , and aerial wire accounts . Staff 
Witness Lee proposes reserve allocations to handle the residual 
reserve for mobile radio equipment and the ~urplus for aerial wire. 
As . Lee also asserts that it is necessary to correct ttn negat1ve 
reserves ior the Hearing Impaired account and Aer ia 1 Cable-Fiber by 
bringing the reserve ror the Hearing Irnpa1rcd account to its 
theoretical amount and bringing the teserve tor Aerial Cable-Fiber 
to zero . She would have us apply the rcm<uninq surplus to the 
unrecovered investment for the 1992 electromechanical retirements . 
Her proposal for Radio Other includes the use of the r!?sldual 
reserve surplus to offset the unrecovered portlons ot the ncar terr.1 
retirements for 1992-199~. OPC agrees that account reserve 
adjustments should be made. 1-'CTA takes no posi t:ion, except. ilS 
otherwise expressed in rel·pon cs to other issues. Upon rev ic>-:, ;.:e 
find that it is appropriate to make reserve adJustments . 

Staff witness Lee asserts that tho residual rcs~rvc surplus ot 
$138 , 263 from the recovery s~hedule cstlblished in the last ~tudy 
for Radlo Other associated ~1th the 1989-1991 retir~rnent.s should be 
appli~d to the ncar term retirements as follows : $82,199 applied 
to 1992 retirements and the remaining $56, 06~ appl icd to 199~ 

retirements . She further aJsert..; that the reserve surplus ot 
$20 , 728 associated with the 1993 retirements should be used t=' 
reduce the 1994 unrecovered arnount . Staff wi ness Lee notes thilt 
there are negative reserves for the Hcar1ng Impaired and Aerial 
Cabla- Fjber accounts , along with a residual surplus tor Radio
Mobile r esulting from the sale of t his equipment ; the Aerial ~ire 
account also contains a surplus that needs to be addrnsscd . BJsed 
on its ariel, Unlted is in substantial agreement with witness Lee ' s 
position . OPC ' s position regarding the specific a·counts is &et 
forth i n its position in Exhibit 51. Upon review, ~e find that the 
appropriate trcat~cnt for these deficits and surplu~es ~h1!l be 
those sat !orth at Attachment 1 to thi5 Order . 

In uock~e NO J . 890486-TL and 891239-Tl, we ord~rud United to 
record $JO, 056 , 733 of depreciaLion expanse to an unclassi t icd 
intrastate depreciation reserve account . We turthcr ordQred that 
this money be made account specific at the next deprcc1ation study 
review. un~Lcd asserts that this intrastate reserve should be made 
account specific in this Docket, and proposes that the $30 million 



ORDER NO . PSC-9 2-0604-FOF-TL 
DOCKET NO . 910725-TL 
PAGE 23 

be applied aga:nst the capital recovery schedules identified in the 

1991 Depreciation Study Update, dated November, 1991. Th0 Company 

asserts that these dollars s hou l d apply t o the capi t al recovery 

schedules over a five year period and that the fairest v1ay to 

amortize the $30 million would be in direct proportion t o recovery 

schedule recognition. OPC agrees that reserve allocations should 

be made . OPC ' s witness Montgomery t estified tha t the only 

difference between OPC's position and that of sta t f ~itness Lee is 

the amount to be recovered on the recovery schedules . However , we 

find OPC ' s position to be unclear regarding what allocations should 

be made a nd t o which accounts. FCTA has taken no position on this 

issue . Staff witness Lee asserts that the $30 million should be 

used to offset the intrastate portion of the capi tal recovery 

schedules for 1992 and 1993. 

Upon revi~w, we find that the $30 mill1on intrastate monies 

shall be applied as a credit to the intrastate deprec1ation 

expenses associated with the capital recovery schedules approved 

below in this Order under the heading " XIV . RECOVERY SCHEDULES ." 
\<le find that i t is <.1ppropr1ate t o prorate the retirenents to 
alloca t e the intrastdte expense portion ot the SJO million as sho~n 

on Attachment 2 of this Order . 

XIII . L_IFE . $/UL.Vl\Cl·;, AND RESERVE CQMPO!JFl.!j~ AtiD _ _BF~PLT/\111' 
QL~I .&TlQl.LR~ 

Company witness McRae testified that the resul~~ o t United ' s 

depreciation study indicate a need to signi1icantly increase th ~ 

annual level o1 depreciation expense to reflect changeF in service 

1 i ves and salvage character is tics , as well as ch.:~nges in the 

Company ' s plans and future expectations since its last depreciation 

represcription. United asserts that the appropriate life, s.:~lvagc, 

and reserve components and resultant depreciation rates arc tho~e 

proposed in United's 1991 Depreciation Study Upd.:~te, as rcv1scd 1n 

Compa ny witness Harris ' rebuttal testimony . 

OPC advocates an alternative d epr eciation schedule . FCTA dil 

not prP.sent a witness to specifically address its ptoposed life , 

sa lvage, and reserve components and r esultant rates . However, FCTA 

agr ees with OPC • s pas~ tion, with the exception of Buried Cabl c 

f-1e tallic. FCTA asserts that the Commission s hould place this 

account on a 20 yea r anortization schedule (1992-2012) and 

establish a new average life o r about 20 yea rs lor new investments . 

There i s agreement among the pa rties that there is a need to 

revise currently prescribed depreciation rates and recovery 

schedules. However, there is disagreement regarding lhc 
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appropriate r co:>ul t ing rates and schedules. statf witness Leo 

ass~rts t h a t a n i ncrease i n r ecovery schedule expenses o1 $22 . 9 

million is appropr iate , while the depreciation rates shotld be~ 
decrease of $11 t:lilll.on. 'l'his would rcsu t in an increase 1n 

expenses of approximately $1 1. 9 million . United \litness li.Jrris 

assorts i n r ebuttal testimony that an overall in ·rease o1 around 

$44 . 1 million (which is an increase in depreciation rate expense of 
$28 . 9 , and r ecove r y schedule expense of $15 . 2) is appropriate . OPC 

contends tha t a n overall 1ncrease of approximately $16 . 2 nillion 

($4 . 1 mi l lion irom depreciation rates and $12 . 0 million from the 

recovery schedules) is appropriate . FCTA nrgues that a dccrnase 

o! approximately $6.4 mi 11 ion (which rctlcc G .:1 decrease 1 rom 

depreciation rates ot $18.1 million and an 1ncrcnse in tccovery 

schedules of $11 . 7 million) is proper . We tind that the Compnny ' s 

plans a~d activity indicate a need to revise currcrt~l) prescribed 

depreciation rntes and recovery schedulc5. 

A review of specitjc accounts which involve 5ignit i c<ln~ 

differences among tho parties follows : 

~n.t.rQl Office t:quipmeru;, 

Digital Switching (New and Embedded) - Stall uitneS$ Lce ' 5 

position is that this category should include swit.chers \·•hich •. il_ 

be added i n tho futur~ . She proposes th<.tt nc\., asGcn; ~ \-.'i 11 have u 

whole lifo r ate and that crebcdded switchcrs \:ill h~vc a roma1ning 

1 ife r ate . The di 1 fcrencc between the Cor.puny • s proposal nnd 

witness Lee ' s testimony regarding remaining lite for Embedded is 

due t o Ms . Lee ' s usc of interim retirement rates within the range 

of i nd ustry a verages in Florida . We agree with witness Lee . 

Operator Systems - Tho intervenors advocate u dcprcci~t1on 

rate, while staff witness Lee asserts that a recovery schedule is 

the correct approach . The Company has agreed with witness Lee th1t 

it is appropriate to provide~ rate for future ~dd1tions . We ll~ti 

the recovery schedule advocnted by witness Icc to uc ~ppropri~te . 

fht is set forth at Attachr::cnt J of this Or lcr. Reqard1n 1 tt:e 

rate for future additions, we Lind the position of the Corr~ny and 

witness Lee to b~ persuasive. 

Digital Circuit - 1'hc Company and intervenors propose <t 

depreciation rate . Staff witness Lce ' u testinony iG that planned 

ncar t e r m ret irements should be wi thdrawn and placed on a recovery 

schc1ule . Witness Lee ' s position would result in a longer 

remain ing life !or those assets ass1gned a depreciation rate. We 

find wi t ness Leo ' s position to be appropriate. 
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Optic Circui t- The intervenors and sta tt witness Lee asoert 
that it is appropriate o rct<lin the il'.'Or .tge service life 
underlying th~ presently prescrl~Cd rn ·es . We tgroc . 

Circuit Tools and Test Equipment - The lite ol Lh1s <lccount is 
s i mply a composite of the lives of the equipment it serves . 

Outside Plant 

Poles - Witness Lac ass~rts a rem<lining life rate derived from 
the average service underlying c~rrent rates . The Company and the 
intervenors project a faster retirement pattern . We do not 1ind 
i.JCcelerated retirements to be appropriate. He 1 ind l·1s . Lue's 
argument to be persuasive . 

Aerial Cable (l1ctallic) -United asserts th<1t a remaining lif'=! 
rate is appropriate for the entire ca t egory . Sl<l11 ;Htnes!; Lee 
contends that the near term retirements should t.JL placeu on n 
recovery schedule with a remain ing life t'd tC .1£ plied to the 
embedded investment. Witness Lee 's calculi.lted remaining lila rate 
is based on an end point at 2012 . This io consistent with recent 
projections Cram o ther companies in f lor id<J that the emb<.H.icled 
copper distribution cables will retire in the decade of ~he ~OlO ' s . 

He find witness Lee ' s testirnony to be persu<1sive. '!'his 
determination if:; consistent •.li th our decision ~:h ich is set 1 orth in 
this Order under the heading " IV . !1IGRA1'10IJ FHOH A l-H:."1ALLIC TO :\:: 
ALL FIBER NET\WRK." 

Aer ial Cable (Fiber) - The interveno r s assert th;;~t i.l rC;. 1u ining 
1 ire rate is appropr 1 ate for this account. United ilnd st , t1 

witness Lee argue that it is ilpproprinte La milintain the current 
whole life rate becilusc there is little develorrent in thi s 
account . We find the approach advocated by the Cornpdny .1nd witness 
Lee to be appropriate . 

Underground Cable (Metallic) -United ilsscrts that a remaining 
life tate is npproprinto f or the entire category . on the other 
hand, staff witness Lee contends that the ncur-terr.l rcti r ements 
should be placed on o recovery schedule with a remaining life rnte 
a pplied to the embedded inv~stment . HilnC!G~ Lee ' s calculated 
rer.1aining life rate is based on an end po1nt of 201:! . ':'his is 
conristent with recent projections frorn othrr cornpunics in flor1da 
that the embedded cnpper d istribution cables will ret ire 1n the 
decade of the 2010's . He t:ind witness Lee ' s tes ti mony t o be 
persuasive . This determination is consistent with our decis1on 
which is set for th in this Order under the heading " IV . MIGRATIO?l 
FROM A METALLI- TO AN ALL FIBER NET\.JORK." 
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Buried Cable (Metallic) - FCTA propose:s a 20 amortization 

schedule . However, we arc not persuaded thal amortization is an 

appropriate substitute for depreciation rates for major e~beddcd 

assets expected to have substantial remaining lives. 

United asserts that a remaining life rate is ~ppropriate tor 

the entire category . Staff Nitness Lee contends that the near-term 

retirements should be placed on a recovery schedule, with a 

remaining life rate applied to the embedded investment . Witness 

Lee ' s calculated remaining life rate is based on an end point ot 
2012 . This is consistent with recent projections from other 

companies in Florida that the embedded copper distribution cables 

will retire in the decade of the 2010 ' s . \·le f1nd witness Lee's 

testimory to be persuasive. This determination is consistent with 

our decision which is set forth in this Order under the heading 
11 IV. IHGRATION FROM A l.,ETALLIC TO AN ALL FIBER :IET\\'OHK . 11 

Aerial Wire (Embedded and Hew) - No party proposes a rate tor 

the over-recovered remaining wire . Stat! witness Lee ~sserts that 

it is appropriate to establish a whole l1fe rate for ~ny new w1re 
which may be added . We agree. 

Conclusion 

Upon review , \ve approve rates and schedule:.; \.'hich result 1n an 

annual increase in expense OL about $21.9 ni 11 ion, l a sed on the 

investments of January 1, 1992, for recovery schedules (Attachncnt 

3), and July 1, 1992, for d,preci,tion rates (Attach~enL ~ ) . or 
this amount:, an increase o1 approximately $3 J . 9 r.ull ion resu 1· s 

from the approved recuvery schedules while the aprro·;cd 

depreciation rates retJcct a decrease of ~pproximately $12 m1lli u n . 

XIV . RECOVERY SC!lliQYJ ~ 

United asserts that the appropriate recovery schedules ~re 

those proposed in United's 1991 Depreciation Study Upd.:t te .:ts 

revised in Mr. Harris' rebuttal testimony. OP~ ' s position 

regarding specific dollar tigures is set forth in Exhibit !j: . 
Staff witness Lee asserts that near term retirements should l.Je 

placed on recovery schedules and recovered over the period of tine 

rem~ining in service. In contrast, FCTA argues that amounts 

included in recovery schedules should be amortized equally over lhe 

5 year recovery period instead of being front end loaded. 

Upon review, we concur with witness Lee that ne.:tr term 

retirements should be placed on a recovery schedule. We find that 
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a five year r ecovery schedule is not aprropriate and agree with 
United t hat straight amortization of unrecovered investment does 
not reflect what is actually occurr i ng . 

Based o n the record , we find t hat the appropriate rccov~ry 
schedules arc those sat forth in Attachment J of th is Order . These 
schedules i ncorporate our d eterminations set for th in this Order at 
"V . RETIREHENT OF CERTAIN S\HTCHES ," "VIII . HICROWAVE RADIO ROUTES 
AND ASSOCIATED TO\'lERS , '' a nd " IX . DIGITAL CIRCUIT EQUIPHEHT, " and 
recognize that r ecovery s hould be designed to fit the perceived 
remaining period of serv1ce to the public . 

\Htness Leo testifies that in tho context of recovery 
schedules , the expense for each month should be determined by 
dividing tho not plant for that month by the remaining period of 
recovery. She asserts that th)s compensates for interim activity, 
unexpected salvage, and changes in plan . We agree . 

XV . IMPLEMENTATION PATE FOR REVISED DfPRFCJ ATIOH 
AND RECOVERY SCIIEPULES 

United assorts that the implementation date for rev1sod 
deprociat1on rates should ue July 1 , 1992 , and the imploment~tion 
date for recovery schedules should be January 1, 1992 . OPC does 
not object to an implementation date of July 1, 1992, ~nd takes no 
position regarding the January 1, 1992 , implementation for recovery 
schedules . FCTA takes no position on th1s issu~ . Staff witness 
Lee does not oppose the aforementioned dates and note5 that , in 
compliance .-1ith Commission rule, all supportive data and 
calculat ions hav~ been made abutting these dates . Thus, there is 
substantial agreement among tho parties . Upon review, we find that 
the proposed dates arc appropriate . 

Based o n the foregoing, it is 

ORDERED by the Florida Public Service Commission that each and 
every finding set forth herein is approved in every respect . It is 
further 

ORDERED that revision ot United Telephone Company of Florida's 
depreciation rates and capital recovery schedules is needed at thi: 
time . It is furtrer 

ORDERED that deprecintion rates shall be established based on 
what is economically justir led for telephone service. It is 
further 
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ORDERED that the Company ' s Lachnic~l projections for a 
complatc transition from today ' s asynchronous t ransr.nssion 
equipment to the ne'"" SONET transr.tission aquipr.~ent are appropriate . 
It is furthar 

ORDERED that tha appropriate data ! o r comp l ete migrution to 
SOHET is the year 2000. It is further 

ORDERED that the year 2012 1s the appropriate date tor 
r.tigration from m~tallic to fiber for this Company. It is turther 

ORDERED that the prudanca oi the Company'~ propo~ed retircrnant 
of specified Northern Talecom OMS NT40 procassorsl Digital 1210 
swi trhes 1 and a Rockwell E9ll Tander.t switch is as sat torth in the 
body or this Ordar. It is further 

ORDERED that the retiremant dates t or tive 1210s and eight 
subtcnding remotes associatad with the 121 0 switch as shall be 1997 
as sat forth in the body of this Ordar . It is turther 

ORDERED that the Company's proposad retirement oi it~ 

remaining electror.techanical switches and asso~ia~ed unulog c1rcuit 
aquipment by year-end 1993 is prude nt. It is further 

ORDERED that United Telaphone Company ot florida ' s propo~ed 

retirement of 1ts remai ning o perator systems ly year-end 199~ is 
appropriate. It is further 

ORDERED that tha prudence of United Telephone Cc::'rany of 
Florida's proposal to ret1ra 16 microw~ve rndio routes and their 
associated towers duri~g the period 1992 -1 996 is ~et forth in the 
body of this Ordar. The Company has not JUstiticd the retirement 
dates for te, of the radio routes and the1r associated to~ers. The 
retirement date for those radio r outes and the assocl3tcd towers 
shall be the currently prescribed average f;ervicc lite . It ~!;. 

turthar 

ORDERED that United Telephone Cor.tpany o1 Florida ' s rroposcd 
retirement or $38.6 million of digital circuit equipmen dur1ng the 
period 1992-1994 is prudent. It is further 

ORDERED that United Telephone Company of Florida ' s metallic 
cable retirements of $69, 709 1000 during the 1992 -1 99r, time period 
arc prudent. It is further 

ORDERED that with the exception of our determinations set 
forth in this Order at Sections v . , VI I I. 1 und IX I Un1 ted has 
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demonstrated that its network plan is economically justified for 
telephone service . It is further 

ORDERED that reserve allocations shall be made dS sat forth in 
Attachment 1 this Order. It is further 

ORDERED that United Telephone Company ol Florida ' s currently 
prescribed lives, salvages, and resultant depreciation rates shall 
be revised as shown on Attachment 4 . It is further 

ORDERED that the appropriate recovery schedules are t:nose 
1ound at Attachment 3 of this Order . The expanse for each month 
shall be calculated by dividing net plant tor that month by the 
number of months remaining in service. It is further 

ORDERED that a January 1, 1992, implementation date is hereby 
approved for recovery schedules with a July 1, 1992, implementation 
date for the revised dept·eciation rates . 

By OrDER ol Lhe florida Public Service Commission, LhlS r ~ 
day of !l!ll.Y, l.2.9J . 

STEVE TRIBBLE, Director 
Division of Records and Reporting 

Chairman Beard and Commissioner Laurcdo d~ssent~'>d 

Commission ' ~ decision that the appropriate date for 
l""igration to SOHET is the year 2000. 

from the 
COMplete 

Chalrnan Benrd dissented from the Commission ' s dec1sion 
Jegdrding the appropriate retirement date of certain switches. 

Chairman Beard and Commissioner Clark dissented regarding the 
retirement date~ of certain microwave radio routes and their 
assoc1nted towers. 
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Chairman Beard dissented f r om the Commission ' s vote to 
consider n portion of its decision r egardin1 reserve al'ocations 1n 

he contex t of the United rate cas0. The deferred decision 
regarding reserve alloclt!ons has been incorpor:1tcd 1nto this Order 
under the heading " XII. RESERVE ALLOCATIO!lS ." 

The florida Public Service Commission is r equired ~y Section 
1.0 . !>9{·~ ), Florida Statutes, to notiiy part1es of ..,ny 
ad. 1n1strat ive hear1ng or judicial review of Cornnission orders th:1t 
i!; a\'nll..lbla under Sections 120 . 57 or 120 . 68 , Florida Statutes, ts 
t,.,•ell as the procedures and tine limi t s tha~ apply . Th1s notice 
should not be construed to ne1n all requests tor an adrniniJtrative 
hetlring or judicial review will bo gran ted or 1·esult in ~he r~lict 
sought . 

Any party advct·sely a11cctcd by the Cornrni::.sion ' s tin~l .:1ct.i m 

in this natt~r nay request : 1) recons1deration of ·he dPc1s1on by 
fil1ng a motion for reconsideration with tha Direct~r, Division ot 
Records and Reporting within fifteen {lJ) dnys of the issuance 0! 
this orrter in the form prescribed by Rullo . ~- . .?.OGO, Florida 
Administ rative Code ; or 2) judicial review by the rlorida Supreme 
Court in the case of .ln clcctrlc, gas or t:clLphone ut1l1LY or the 
First Uistrict Court of t\ppeal 1n the · l' e or a · 1tcr or sm:cr 
utili t y by f iling a notice of appeal with he Director, .>ivbion ot 
Records and Reporting and f i 1 ing a copy of Lhc not iCC; ot c1ppe.1 1 .tnd 
the filing fcc with the appropriate courL. '!'his tilL.J ru~t be 
conplcted within thirty (30) days after th0 •JJuunce ot this orJ~r. 
pursunnt to Rule 9 . 110, Florida Rules oL Civil Proc~durc . '!'he 
notice of appeal rnust be in the form specified in Rule 9 . 900 {u) , 
Florida Rules of Appellate Procedure . 
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