COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF GTE SOQUTH INCORPORATED )
FOR CHANGES IN ITS UTILITY PLANT } CASE NO. 91-467
DEPRECIATION ACCOUNTS )

O R D E R

On April 13, 1991, GTE South Incorporated ("GTE") filed its
1991 Depreciation Study ("Study") for its Kentucky operations with
the Commission. In its Study, GTE requested changes in the
gservice life, salvage, and life curve shapes for its various plant
accounts. GTE also requested to amortize its depreciation reserve
deficiency over a three-year period, as more specifically de-
scribed in its Study. This Study was filed in accordance with the
requirements of Commission Regulation 807 KAR 5:064. GTE alsc
filed its Study with the Federal Communications Commission
{"FCC"), which has 3jurisdiction owver the interstate portion of
GTE's utility plant.

GTE's currently prescribed depreciatiop parameters result in
a composite depreciation rate of 7.1 percent. 1In its Study, GTE
proposed parameters which, including the proposed amortization,
would result in a compesite depreciation rate of 8,2 percent, and
a combined (Intrastate and Intergtate) annual increase in depre-
ciation expense of $8,405,000, based upon plant account balances

as of December 31, 1990, the end of the Study period.



Following review and analysis of the Study, a Commission
staff proposal was issued by letter on July 5, 1991. The staff
proposal contained parameters which the staff recommended as
appropriate for GTE. A “Three-Way" settlement meeting was
subsequently held on July 17-18, 1991, at which time representa-
tives of GTE, the FCC, and Commission staff reached agreement on
changes in the depreciation parameters.

On October 21, 1991, GTE filed a letter with the Commission
requesting approval of the parameters agreed-upon at the "Three-
Way" settlement meeting. GTE has requested an effective parameter
booking date of January 1, 1991, or concurrent with the effective
interstate booking date as directed by the FCC, but not later than
January 1, 1992, GTE further requested an effectiva date of
January 1, 1992, to begin the amortization of its depreciation
reserve deficiency over a period of three years.

If approved by the Commission, the new depreciation para-
meters would result in a composite depreciation rate of 7.4
percent, an increase of $1,808,000 on a combined basis. The
depreciation reserve deficiency amortization would be $3,188,000
on a combined basis, for a total of $4,996,000 and a total annual
depreciation rate of 7.8 percent, based upon plant account
balances as of the end of the Study pericd.

Prior to considering this matter, the Commission sent neotice

of the agreed proposal on November 6, 1991, to all intervenors of



record! in GTE's last general rate proceeding,2 requesting
comment, if any, within 30 days of the date of the notice. No
comments were received.

The Commission, having considered the record and being
otherwise sufficiently advised, HEREBY ORDERS that:

1. The depreciation parameters and depreciation reserve
deficiency amortization requested by GTE on October 21, 1991, and
attached as Appendix A and incerporated herein to this Order, are
reascnable for GTE's plant accounts and are approved.

2. GTE shall reflect the approved plant account parameters
effective on and after January 1, 1991, or concurrent with the
effective interstate booking date as directed by the FCC, but not
later than January 1, 1992,

3. GTE shall begin the amortization of its depreciatiocn
reserve deficiency feor a period of three years beginning on and
after January 1, 1992.

4, GTE shall €£file with the Commission a copy of the FCC
Order which approves the effective interstate booking date within

10 days of the date GTE receives such Order,

1 Office of the Attorney General, Utility Rate and Intervention
Division; Lexington-Fayette Urban County Government; AT&T
Communications of the South Central States, Inc.; and MCI
Telecommunications.

2

Case No. 10117, Adjustment of Rates of GTE South Incorporated.

-3~



Done at Frankfort, Kentucky, this 20th day of December, 1991.

ATTEST:

Executive Director

PUBLIC SERVICE COMMISSION

gy

Chairman




APPENDIX A

APPENDIX TO AN ORDER OF THE PUBLIC SERVICE
COMMISSION IN CASE NO. 91-467 DATED December 20, 1991.
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