
COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

THE APPLICATION OF ALLTEL KENTUCKY~ INC ~ )
FOR CHANGES IN ITS UTILITY PLANT ) CASE NO. 92-231
DEPRECIATION ACCOUNTS )

0 R D E R

On September 17, 1991, ALLTEL Kentucky, Inc. ("ALLTEL") filed
its 1991 Depreciation Study ("Study" ) with the Commission. In its
Study, ALLTEL requested changes i.n the service life, salvage, and

life curve shapes for its various plant accounts. This Study was

filed in accordance with the requirements of Commission Regulation

807 KAR 5:064.
ALLTEL's currently prescribed depreciation parameters result

in a composite depreciation rate of 4.9 percent. In its Study,

ALLTEL proposed parameters which would result in a composite

depreciation rate of 5.8 percent and an increase in annual

depreciation expense accrual of $190,996. Additionally, ALLTEL

proposed a five-year amortization of the resulting reserve

deficiency in the amount of 91,004,539 per year. The total
increase in depreciation expense would therefore be $1,195,535 per

year, 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 February 6, 1992. The

Staff proposal contained depreciation parameters which the Staff
recommended as appropriate for ALLTEL, and which would result in a

composite depreciation rate of 4.7 percent and a corresponding

decrease in annual depreciation expense accrual of $ 53,994. The

Staff agreed with the need to resolve ALLTEL's reserve deficiency

situation, and agreed with a five-year amortization of the

resulting reserve deficiency in the amount of $657,336 per year.

The resultant total would be an increase in depreciation expense

of $603,342 per year. A "Two-Way" settlement meeting was

subsequently held on March 12, 1992, at which time representatives

of ALLTEL and the Commission Staff were able to reach agreement on

changes in the depreciation parameters. Additionally, the parti-
cipants agreed to amortize the resulting reserve deficiency over

six years.

On April 3, 1992, ALLTEL filed a letter with the Commission

requesting approval of the parameters agreed-upon at the "Two-Way"

settlement meeting. ALLTEL also requested an effective booking

date for the changed parameters of January 1, 1992. If approved

by the Commission, the agreed parameters would result in a

composite rate of 5.3 percent, with an annual increase in

depreciation expense accrual of $90,211. Additionally, the

resulting reserve deficiency would be amortized over a six-year

period at the rate of $ 683,276 per year. The total change in



depreciation expense would therefore be $773,487 per year, based

upon plant account balances as of December 31, 1990.

Prior to considering this matter, the Commission sent notice

of the agreed proposal on April 6, 1992, to all intervenors of

record and to the Office of the Attorney General, Utility and

Rate Intervention Division, in ALLTEL's last general rate

proceeding, requesting comment, if any, within 30 days of the2

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 filed by ALLTEL on April 1,

1992, and attached as Appendix A to this Order, are reasonable for

ALLTEL's plant accounts and are approved.

2. The reserve deficiency amortization proposed by ALLTEL

and reflected in Appendix A to this Order is reasonable and is

approved.

3. ALLTEL shall reflect the approved plant account

parameters effective on and after January 1, 1992.

1 Ns. Juanita Smith, Ms. Carol Head, and Nr. Arthur Hilbers,
customers of ALLTEL; and Nr. Frank Smith, at that time State
Representative representing the area in which ALLTEL serves.

Case No. 7902, Notice of Echo Telephone Company of a General
Adjustment in its Rates.



Done at Prankfort, Kentucky, this 4th day of tune, 1992,

PUBLIC SERVICE COMMISSION

R. 1 J Cs.
Chairman

~>.Vnh
Vice Chairman

'7/,J..~
Commxshf14neT '

ATTEST:

Executive Director . Acting



APPENDIX A

APPENDIX TO AN ORDER OF THE PUBLIC SERVICE
COMMISSION IN CASE NO. 92-231 DATED 6(4/92
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