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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOruJIA 

COMHISSION ADVISORY &- COMPLIANCE DIVISION 

Telecommunications Branch 

RESOLUTION NO. T-13013 

August 24, 1988 

SUMMARY 

continental Telephone Company of California. 
Order authorizing represcription of 1988 
straight-line remaining life depreciation rates 
for all telephone plant. 

continental Telephone Company of california (Continental) 
proposed represcription of its 1988 depreciation rates for all 
telephone plant. In a three-way meeting between continental, the 
Federal Communications Connission and the California Public 
utilities Commission, an agreement was reached concerning 
appropriate depreciation rates. This resolution authorizes the 
proposed 1988 straight-line remaining life depreciation rates for 
all telephone plant for continental as set forth in Table A. 

BACKGROUND 

In December 1987, continental filed with the California Public 
utilities Commission (CPUC) and the Federal Comnunications 
Conmission (FCC) for represcription[l) of the depreciation 
rates for all telephone plant. continental requested substantial 
reduction of service lives of its Central Office and outside 

(1) Represcription of depreciation rates includes review of 
depreciation rates to reflect changes in service life, future net 
salvage and retirement pattern due to technological changes and 
growth of telephone plant. 



Plant accounts. In support of its request, continental stated 
that, 
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ncontinental, under increasing deregulation, is faced 
with the need for modern plant, updated with current 
technolo9Y if it is to survive in the face of intense 
conpetit10n for telecommunications services. To this end, 
the Company (continental] is continuing its aggressive 
program of converting central offices to digital switches, 
and is be9inning the replacement of copper cable with 
optical f1ber cable. Complete replacement of copper is 
projected to occur in the early years of the next cen
tury.n 

After reviewing Continental's projected replacement and retire
ment schedules and current investment in modern plant equipment, 
staff of both agencies (FCC and CPUC) have recommended 
depreciation parameters which result in the proposed depreciation 
rates shown in Table A. In a three-way meeting between the staff 
of both agencies and continental on February 11, 1988, an 
agreement was reached on 1988 depreciation rates. Further 
adjustments to the depreciation parameters and rates for outside 
plant accounts may be required at the time of technical 
update(2] if supported by additional retirements of old plant. 
The proposed 1988 rates result in an estimated annual increase in 
depreciation accrual of $3.2 million. This estimate is based on 
estimated 1988 weighted average plant of $559.7 million. The 
investment of each plant account and/or plant mix shown in Table 
A was not reviewed since that issue is normally undertaken in a 
general rate proceeding. 

continental's depreciation rates were last represcribed in 1985 
by Decision No. 85-03-057 and were technically updated in 
NoveBber 14, 1986 by Resolution No. T-11079. 

In accordance with the procedures for depreciation reviews 
adopted by the commission on September 13, 1977, the Depreciation 
Group of the Division of Ratepayer Advocates (ORA) gave notice of 
the proposed depreciation rates to interested parties by letter 
dated May 19, 1988. No protests or comments during the 30-day 
response period were received. 

(2) Technical update of depreciation rates reflects changes in 
depreciation reserves and changes in remaining life of plant due 
to passage of time. 
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• FINDINGS 

1. The proposed depreoiation rates sot forth in Table A of this 
resolution are appropriate for accounting purposes. However, 
this is not a finding of reasonableness for raternaking 
purposes. 

2. The review of investment for each class of plant and/or. plant 
nix is normally done in a general rate case proceeding, 
therefore no f nding of reasonableness concerning investment 
for each class of plant is made. 

l. The depreoiation parameters and rates for outside plant 
accounts may be adjusted at the time of technical update if 
supported by 1988 retirements of old plant. 

IT IS ORDERED that: 

1. Authority is granted to make the depreciation rate revisions 
shown in Table A of this resolution, effective for calendar 
year 1988 and subsequent years until continental files a new 
depreoiation study with the Commission. 

2. The effective date of this resolution is today. 

I certify that this Resolution was adopted by the PUblic 
utilities commission at its regular meeting on August 24, 1988. 
The follot-ling commissioners approved it: 

SfANLEY \V. HULEn 
Pro!dent 

DONALD VIAL 
FREDERICK R DUDA 
G. MITCHELL \\'ILK 
JOHN 11 OHANIAN 

CommissIoners 

Executive Director 

! . 
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TA81.E A 
Summary of Depreciation Rates 
Continental Telephone Company 
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Notes: Investment amounts have neither been reviewed or adopted by the Commission 
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Rem. = Remaining Res. == Reserve FNS = Future Net Salvage .Depr. = Depreciation 


