25-4.0178 Retirement Units for Rate-of-Return Regulated Local Exchange Companies.

(1) This rule is intended to establish uniform retirement units for telephone companies and does not relieve any company from maintaining its accounts and records in conformity with the Uniform System and Classification of Accounts (USOA) as prescribed by the Federal Communications Commission (FCC) in Title 47, Code of Federal Regulations, Part 32, as adopted on December 2, 1986 and revised as of December 1, 1987, except to the extent that this rule requires different treatment as stated below.

(2) For the purposes of this rule the following definitions apply:

(a) “Book Cost” means the amount at which a retirement unit is included in a telephone plant account, including the costs of all labor and installation. This cost is to be determined from the company’s records, but if it cannot be, it is to be estimated.

(b) “Cost or in-plant cost” means original purchase price plus all labor and installation costs.

(c) “Cost of Removal” means the cost of demolishing, dismantling, removing, tearing down or otherwise disposing of a retirement unit, including the cost of transportation and handling.

(d) “Cradle-To-Grave Accounting” means an accounting method which treats a unit of plant as being in service from the time it is first purchased until it is finally junked or is otherwise finally disposed. Periods of in shop for refurbishing or in stock/inventory awaiting reinstallation are treated as being in service.

(e) “Gross Salvage” means the amount received from selling or trading-in a retirement unit; or, if retained for reuse, the original, or estimated if not known, material cost of the unit.

(f) “Item” means a single identifiable unit of plant. Where a dollar threshold is imposed, that threshold applies to the single item and not to the total of a group of such items purchased in one order.

(g) “Minor Item” means any part or element of plant which is not designated as a retirement unit, but may be a component of or adjunct to a retirement unit.

(h) “Plant Retired” means a retirement unit not subject to cradle to grave accounting, or an unreplaced minor item which has been removed, sold, abandoned, destroyed or otherwise removed from service.

(i) “Retirement Unit” means an item of telephone plant designated as a retirement unit which when placed in service is to be capitalized if the cost of the unit meets the criteria in the “List of Retirement Units”, and when removed from service, without a replacement or with a replacement that meets the criteria in the “List of Retirement Units”, is to be credited to the plant account in which it is included and debited to the associated account reserve.

(3) All depreciable plant is considered as consisting of retirement units or minor items of plant. Each company is to use this list of retirement units on a prospective basis. A company may add retirement units to this list. In the case of such addition, the company shall notify the Director of the Division of Economic Regulation within thirty days as to the nature and justification of the addition. However, the combination of any retirement units or the increase in size of any unit will not be permitted without Commission prior approval. Additions to or revisions to this list will be issued, when necessary, by this Commission.

(4) The addition and retirement of retirement units are to be accounted for as follows:

(a) When a retirement unit other than one designated for Company Communications Equipment, Account 2132.2, or Public Telephone Equipment, Account 2351, is placed in service for the first time at a location, the cost of the unit, if it meets the criteria in the “Lists of Retirement Units”, should be added to the appropriate plant account along with associated labor and installation costs.

(b) When a retirement unit for Company Communications Equipment, Account 2123.2, or Public Telephone Equipment, Account 2351, is placed in service for the first time at a location, only the materials cost of the unit, if it meets the criteria in the “List of Retirement Units”, shall be added to the appropriate plant account. Associated labor and minor materials costs of installing such equipment shall be charged to the appropriate expense account.

(c) When a retirement unit is replaced, the cost of the replacement should be accounted for in the same manner as in subsection (a) if the cost meets the criteria set forth in the “List of Retirement Units” referred to in subsection (6). Otherwise, the charge should be made to the appropriate expense account.

(d) When a retirement unit is retired, with a replacement that meets the criteria in the “List of Retirement Units” referred to in subsection (6), or is retired without replacement, the book cost of the retiring unit is to be credited to the plant account in which it is included and likewise debited to the associated account reserve. Any cost of removal and gross salvage associated with the retirement should be debited and credited, respectively, to the account reserve. Cost of the retiring unit, removal and gross salvage are to be recorded within one month of the retirement date. Such costs may be estimated with corrective adjustment entries made when the transactions are finalized.

(5) The addition and retirement of minor items of depreciable property other than Company Communications Equipment, Account 2123.2, and Public Telephone Equipment Account 2351, are to be accounted for as follows:

(a) When a minor item which did not previously exist as a part of a retirement unit at a given location is added, the cost is to be accounted for in the same manner as the addition of a retirement unit.

(b) When a minor item is retired and not replaced, the book cost along with any associated cost of removal and gross salvage is to be accounted for in the same manner as the retirement of a retirement unit. If, however, the book cost of such a minor item has been accounted for by its inclusion in the retirement unit of which it is a part, no separate credit to the property account or debit to the associated account reserve is to be made.

(c) When a minor item is replaced independently of the retirement unit of which it is a part, the cost of replacement is to be charged to the appropriate maintenance account for that item. If, however, the replacement causes a substantial betterment, the primary aim of which is to make the property affected more useful, more efficient, of greater durability, or of greater capacity, the excess cost of the replacement over the estimated cost at current prices of the replacement without betterment should be charged to the appropriate plant account.

(6) The Florida Public Service Commission document “List of Retirement Units (Telephone Utilities)” dated January 1, 1988, is hereby incorporated by reference. A copy of this document may be obtained from the Director, Division of Economic Regulation, Florida Public Service Commission.

(7) The capitalization and expensing of depreciable plant for 1988 and subsequent years shall be governed by this rule.
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