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Re: Docket No. 980485 - GU 

Dear Mr. Powers: 

October 21. 1998 

Enclosed are two copies of the Staff Report for your current depreciation study filed in the 
subject docket. Please provide the Company Response by November 16, 1998 in order to meet our 
target dale of December 15, 1998 for Agenda Conference. In your response. please provi{le us with 
any concurrences, differences, and/or additional input. 

For your convenience we have enclosed n diskette ... ontaining the Staff Report formatted in 
WordPerfect, Version 6.1. If you have any questions concerning this review, please do not hesitate 
to contact me at (850) 413-6453. 
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General 

INDIANTOWN GAS COMPANY 
DOCKET NO. 980845-GU 

The company has proposed no changes to the currenlly approved service lives and salvage 
parameters. A review of the information submitted in this current filing indicates that these 
current parameters remain reasonable. Indiantown operates in a stable community. which has 
been reflected in the past by the lack of additions and retirements. However, during the 1993· 
1997 period, indiantown bas experienced significant growth in its 0per:1ting area while retirements 
have remained infrequent Please provide a general narrative explaining the nature of the growth 
that has taken place and whether this growth is expected to continue during the next fi ve year 
period. 

Attached to this report are spreadsheets showing staff' s position regarding life. salvage, and 
resulting depreciation rates for each account. For some accounts, the stnff proposed life and 
salvage values have not been developed at this time due to questions which arc addressed below. 

Di'itribution Plant 

Mains (Account 376) 

I . We have noticed that the January I, 1993 investment for each category Plastic and Other 
as submitted in your last study is different from the investment submitted in this current 
filing for the same period of time. In the lnst study the investments were shown as 
$139,453 and 146,368, respectively. The current study shows January I. 1993 
investments as 173,867 and Ill ,961, respectively. Please reconcile. 
As part of the recommendation in your last depreciation review. an adjustment to the 
January I, 1993 investment for Other Mains in the amount of negative $3 ,558 was 
approved. This adjUSimeot was necessitated to reflect retirement of a main retirement in 
1989. However, from th~ activity data submitted in this filing, it appears that this 
adjustment was not made. Please explain. 

3. A review of the activity submitted in the current filing indicates an adjustment of $7,097 
into the Plastic Mains account in 1996. What account did this adjustment originate? 
Please provide the original placement year(s) of this investment. 

Services (Account 380) 

I. We notice that the activity submitted with the current filing, indicates a 1996 adjus tment 
out of the Plastic Services account in the amount of $10,441 with no commensurate 
treatment to the reserve. Please provide the original placement year for this investment. 
What account was this investment adjusted into? 

2. As part of the recommendation in your la.st depreciation review. an adjustment to the 
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January I, 1993 investment for Plastic Services was approved in the amount of negative 
$152 to reflect a retirement that should have been recorded in 1992. However. from a 
review of the activity submitted in this current filing, it docs not appear as though this 
adjustment was recorded. Please explain. 

Meter Installations (Account 382) 

I . As part of the recommendation in your last depreciation review. an ndjustmcnt to the 
January I, 1993 investment for Meter Installations was appaoved in the amount of 
negative $7 to reflect a 1992 retirement that was not properly recorded. llowever. from 
a review of the activity submitted in this current filing, it does not appear as though this 
adjustment was recorded. Please explain. 

House Regulators and House Regulator Installations (Accounts 382 and 3R3) 

I . The House Regulator account has experienced about 300% growth over the 1993-1997 
period, with most of the growth taking place in 1996. However. no growth was 
experienced in the installations account for this same time period. Please help us 
understand this seeming inconsistency where regulators can increase without an increase 
in the installations. 

M&R Eguipment - Jndustrjal (Account 385) 

I. In the last depreciation review, the January I, 1993 investment was shown as $13. 196. 
A $2,396 adjustment was approved to reflect the reclassification of the 1991 vintagc 
industrial meter which was installed at the juice plant. replacing a vintage 1972 chart 
recorder. According to the data submitted in this filing, it does not appear that this 
adjustment was ever made to the investment. Any insight you can give to help us 
understand will be appreciated. 

General Plant 

Since the last depreciation review, several general plant accounts have been added. As a 
reminder to the company, Rule 25-7.045 (2u), Florida Administrative Code, requires Commission 
approval before any new depreciation rate is initiated. The company should have petitioned the 
Commission for new rates for these newly established accounts. 

We have noticed that the company did not record any depreciation expense to many of the 
general plant accounts in 1993. The footnote in the submitted data states thnt the 1994 
depreciation expenses reflect combined expenses for 1993 and 1994. What happened to cause 
no depreciation expense to be recorded for these accounts in 1993? 

Structures & Improvements (Account 390) 
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I. In the 1997 Annual Status Report, a depreciation rate of 3.23% is shown as being used 

for this account. Please provide the life and salvage values inherent in this rate. 

2. This account was established in 1996 and has a reported December 31, 1997 reserve 
balance of $491. At 1.5 years of age and utilizing a 3.23% depreciation rate, the implied 
reserve balance is only $169. Please verify that a 3.23% depreciation rate has indeed 
been used in calculating the depreciation expenses for this account. 

Computer Equipment (Account 39ll 

I. A review of the recorded depreciation accruals since the last study nrc of concern. In the 
last depreciation review, a 0.5% depreciation rate was approved for the embedded 
investment as of January I , 1993, with a 12.5% rate approved for post 1993 additions. 
Activity submitted in the current study indicates that no accruals were recorded for either 
one of these categories and then doubled in 1994 as a make up. The $26,680 accruals 
recorded in 1994 for the embedded investment implies use of a higher depreciation rate 
than 0.5% for the two years. According to staff calculations, expenses for 1993 and 1994 
combined should not havo been more than $324 ($32,4 17 • .005 • 2). Plea::;e help us 
understand how the $26,680 in depreciation expense was determined. The same situation 
applies for the new additions account The accruals recorded in 1994 appear to be much 
higher than a 12.5% depreciation rate would produce. Again, please help us understand. 

2. The January 1, 1993 investment as submitted in the last depreciation review was $32,4 I 7. 
As part of the review process, it was found that a 1992 retirement had not been recorded. 
1be investment and reserve were therefore to be reduced $640. Additionally, the reserve 
was to be increased $70 I to reflect 12 months of depreciation rather than I 0 months. ·nle 
data submitted in this current filing reflects no adjustment to the 1993 investment as 
required. Further, it is impossible to tell if the required adjustment to the reserve was 
made since there are no reserve balances or reserve activity shown for I 993. 

Transportation Eguipment (Account 392) 

I . According to the data submitted with the current fil ing, this account was established in 
1994 and is currently being depreciated at I 0%. Please provide the life and salvage 
values used in this rate. Using this rate, staff calcuJate!i the reserve as of January I, 1998 
to be around $23,987 rather than $13,493 as shown on the filed activity. Please review 
the depreciation expense calculations for each year and let us know if there is an error. 

2. . Does the company have a policy regarding the retirement of its trnnsportation equipment 
(mileage, age)? Provide the originnl in-service date of the equipment that retired in 1995 
and 1996? 

3. The removal costs associated with the 1996 retirement were greater than the gross salvage 
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realized. Please explain the types of activities associated with the inrurred removal costs. 

4. What type of transportation equipment does the investment in this account relate 
(passenger cars, light trucks up to I ton, or heavy trucks over I ton)? 

Small Tools (Account 394) 

I . Please provide a description of the equipment in this account. 

Power Operated Equipment {Account 396) 

I. This is a new account established in 1996 with additions of $9.824. Please provide a 
description of the equipment associated with these additions. 

2. We also notice that no depreciation expense was recorded in 1996 or in 1997. Why not? 

3. 'The currently used depreciation rate as shown on the Annual Status Report is 5%. Please 
provide the life and salvage values used in this rate. 

4. Please describe the equipment retired in 1996. Also, please describe the activities 
associated with the incurred removal costs. 

Communications Equipment {Account 397) 

I . This account was established in 1997 with a $1 ,502 addition. Please describe the 
equipment associated with this investment. 

2. The depreciation rate as shown on the Annual Status Report is 12.5%. Please provide the 
life and salvage values used in this rate. 
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