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BY THE CONMISSION:

By order entered June: 17, 1986 the Comm1ss:on, on :its own motion, created
this docket to investigate deprec1at1on rates for all telephone companies.

Pursuant to notice required by 1aw,‘pub11c,hear1ng‘was held on
November 13, 1986 in the Commission Hearing Room, Lincoln, Nebraska with
appearances as set forth above. o

OPINION AND FINDINGS

Upon consideration of therev1dence adduced at the hear1ng and being fully
advised, the Commission is of the op1n1on and f1nds that

1. The Comm1ss1on staff proposed that AT&T Commun1cat1ons (AT&T)
Northwestern Bell (NWB), Lincoln Telephone and Telegraph (LT&T), GeneraT
Telephone Company of the Midwest (General), Great Plains Commun1cat1ons (GPC),
and United TeTephone Company of the West (Un1ted) file depreciation studies sup-
porting rate rev1ew on .a. tr1enn1a1 bas1s 1 The proposed.schedule would review
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LT&T and United in 1987; AT&T and General in 1988; and NWB and GPC in 1989 with -
a repeat of this cycle beginning in 1990. The staff contends scheduled review '
of these companies would result in properly matching capital recovery with the
consumpt1on ofi assets and may often resu1t in- deprecwat1on rate decreases as

well as 1ncreases. :

2. The staff proposed rev1s1ng the schedule of gu1de11ne deprec1at10n rates
which would affect the remaining telephone companies in the state, not listed in
paragraph.l.: The .proposed rates:.are: found on Exhibit: No.. &4 and wou]d be the
maximum rate allowed by the Commission. ‘ATl rates approved prior to this pro-
ceeding shall be reduced:not: to exceed the new guideline rates. The staff
recommends that all companies: subject to the guideline depreciation rates be
required to file a schedule which shows for all pTant.accounts the investment
and reserve levels along with the depreciation rate in effect. These schedules
should be dated and maintained to reflect all subsequent changes in depreciation
rates, *

3. The staff proposaT does not- a]low the six companies listed in paragraph 1
to avail themselves of the guideline deprec1at1on rates. - Under the proposal,
any-depreciation rate- changes for-these six companies shall occur only as a
result of the triennial review-process or subsequent to app]1cat1on filed by the
company and approved by the Comm1ss1on.

4, Norm Os1and Execut1ve V1ce Preswdent of the Nebraska Telephone _
Association (NTA) test1f1ed on behalf of its members, that: Capital recovery
on a timely basis is critica] to-Nebraska telephone companies -and the current
guideline depreciation rate process-allows companies to implement reasonable
depreciation rates without having.:to undertake detailed studies. Mr. Osland
presented -a schedule of:proposed: guideline:rates supported by the NTA (Exhibit
No. 5, Schedule:A); :The-NTA proposal agrees-with the staff proposal regarding
the accounts and subaccounts which. should--have guideline rates set by the
Commission. ~The NTA proposed' rates differ-from the staff proposed rates for
five accounts. The NTA recommends that the rate for Subscriber Carrier remain
at 12.5%; that the Public Telephone Equipment rate :should be’ 20%; that the :Group
I sub-account for-Motor Vehicles should have-a rate of :20%; that Other Work-
Equipment: be. reta1ned at, 9% and that the rate for E]ectron1c Off1ce Equ1pment
be set-at 15%. :

5. Mr.‘Os1and-testified'that-the“NTAVdoe5wnot~oppose-the.triennia1 review
of-the largest:five local -exchange:carriers provided: they ‘have :the option of
filing applications for interim review as the individual company finds -
necessary.

6. Jerry D. Harris, l1str1ct Manager--Cap1ta1 Recovery for Northwestern
Bell testified: He supporied the: staff proposal to review NWB deprec1at1on (.
rates on a tr1enn1a1 basis-provided the procedure allows :companies the oppor- ‘
tunity to revise -depreciation rates for'specific:accountSaWhensconditions
warrant-action: before-the: scheduled triennial-review: - He agreed: with: staff. that
threeryears is-an:appropriate-interval for ana]yz1ng the deprec1at1on parameters
for the maaor1ty of NWB S p]ant accounts

..7. Laurence Connealy, Sen1or V1ce Pres1dent and Contro]]er for LT&T [wj
testified:  Applications to the Commission for changes in LT&T depreciation =
rates usually are based on studies conducted at approximately three to five year
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intervals. LT&T is not opposed to triennial review; however, they would like
the flexibility to ask for changes in depreciation rates whenever needed, within
the guideline rates established by the Commission. The rates proposed by the
NTA are adequate excluding two specific sub-accounts, which are Analog COE and
Computers where LT&T currently is approved rates in excess of the NTA proposals.
LT&T's capital recovery program is in good shape and significant changes in the
near future are not likely.

8. Beverly Ross, Capital Recovery Manager for United Telephone System's
Midwest Group testified that: ‘United is in favor :of the triennial review of
depreciation rates provided three years is the maximum Tength of time that may
elapse between depreciation rate reviews. United would oppose any proposal
that would not allow for interim depreciation rate review initiated by company
application. If the Commission implements a triennial review procedure, United
requests that its initial review take place in 1987. United recommends that the
Commission approve the schedule of rates proposed by the NTA for both existing
accounts- and sub-accounts and for-accounts "and sub-accounts without currently
established guideline rates. United requests to use the guideline rate process
where appropriate.

9. Frank J, Houser, Staff Administrator--Revenue Planning for GTE
Midwestern Telephone Operations (MTO) testified: Depreciation policies need to
become more progressive and flexible and General views the staff proposal on
triennial review as a more rigid approach from past practices. General feels
the use of quideline rates is a more appropriate method concerning recovery of
its capital and they support the NTA proposed schedule of accounts and rates,
with two exceptions. = General-does- not keep account detail to the extent
necessary to comply with rates proposed-for some of the sub=accounts and they
are proposing higher: rates than: those the NTA.requested, for some accounts.
These accounts and rates are:. -Underground cable, 7.5%; Buried Cable, 6%; All
Fiber Cable Accounts, 6.3%; Computers,: 20%; Other Work. Equipment, 10%; and
Veh1c1es 157

N Larry Zeppete11a, Staff Manager--Cap1ta1 Management Recovery for AT&T
Communications testified: If AT&T is required to have depreciation rates
reviewed by the Commission, AT&T requests that the represcription be done at the
same-time asthey are represcribed by the FCC.  AT&T feels: it s inappropriate’
for the Commission to review their depreciation rates while other- 1nterexchange
carriers-operating in Nebraska are not subject to deprec1at1on rate review by
the Comm1ss1on.

11. The Commission agrees that the gquideline rates currently in effect need
revision and the staff proposal found.- on Exhibit No, 4 will be approved as the
new schedule of guideline depreciation rates effective January 1, 1987, except
that the guideline rate for electronic office equipment should be 15% and for
computers should be 18%. A1l telephone companies subject to the guideline
depreciation rates shall:file a schedule which shows for all plant accounts the
investment and reserve:levels-as of January 1, 1987 aléong with the-depreciation
rate-in effect for:each account in accord with the new guideline rates. Future
requests  for changes - within the quidelines shall be:by Tetter accompanied by a
schedule showing for all plant accounts the then current investment and reserve
levels along with the depreciation: rate proposed for each account. Companies
subject ‘to the guideline rates may make application for approval of rates
exceeding the guidelines.
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12. The Commission finds that depreciation rates for AT&T, NWB, LT&T, [
General, GPC, and United should be-reviewed on a triennial basis. Such reviews P
shall be scheduled by the staff:upon receipt of  supporting data from each sub- Vo
ject company.: The -approved schedule will review LT&T and United in 1987; AT&T '
and General-in 1988; and NWB~and GPC-in 1989 with a repeat of this cycle
beginning in-1990.  Should-any of ‘these companies be subject to review by the
FCC in a year other than-that proposed, the Commission will accept and process:
an-application for full depreciation rate review concurrent with the FCC review.
The-triennial review shall be-initiated by application from the companies sub-
Jject-to review and-coordinated with Commission staff. -Companies subject to-
triennial review may-also file applications at any time seeking increases in
specific-depreciation - rates, By letter, these subject companies may request
depreciation rate-decreases which shall :become effective, after notice from the
Commission, no less than 30 days: from the date the request is filed with the
Commission. - Applications for:depreciation rate changes may be processed admi-
nistratively-using -modified procedure:when there are no protests and the
Commission staff, after review, supports the proposed new rates.

ORDER

IT. IS THEREFORE- ORDERED by the :Nebraska Public Service Commission that the
Depreciation Rates-attached-hereto and-made part of shall be the approved:
Commission Guideline Depreciation Rates effective January 1, 1987 in accordance
with the opinion and findings set forth above.

IT IS FURTHER ORDERED that all companies subject to the guideline depre-
ciation rates.shall file with the Commission within 60 days-from the date hereof
a -schedule which- shows, for-all pltant accounts, the investment and reserve -
levels-as-of Janoary-=1l, 1987, along with the depreciation rate in effect for
each account in accord with the attached guideline rates.

IT IS FURTHER ORDERED that AT&T, NWB, LT&T,. General, GPC, and United be
subject to depreciation-rate review on a triennial basis in accordance with the
opinion and findings set forth above.

MADE AND ENTERED at Lincoln, Nebraska this-14th day of April, 1987

 NEBRASKA PUBLIC SERVICE COMMISSION
Foo Rammisseon
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A£;>°C'““°*' /g) ' P<§%%;f ATTEST: | o
[/s//James F. Mupnnelly : : C:;;;;? -

//s//Harold D. Simpson A “Jigi;?‘%Z“”éb

//s//Eric Rasmussen  Acting Executive Secretary

//s//Daniel G. Urwiller




