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Ms, Ann Cole, Commission Clerk XL = -n
Florida Public Service Commission e = 2%
2540 Shumard Oak Boulevard = @
Tallahassee, Florida 32399-0850
Re: Petition for increase in rates by Progress Energy Florida; Docket No. 090079-EI
Dear Ms Cole:
Enclosed for filing on behalf of the Office of Public Counsel are :
Kim Dismukes LATE FILED DEPOSITION EXHIBITS
e Exhibit#2  Florida PSC Orders Reviewed
e Exhibit#3  ROE Materials Reviewed
Daniel Lawton LATE FILED DEPOSITION EXHIBITS
e Exhibit#1  Agenda Transcript from 2002. Re: FPL
e Exhibit #2  List of 108 Depreciation Cases
Helmuth Schultz  LATE FILED DEPOSITION EXHIBITS
e Exhibit #1 Explanation of 72.19 on HWS-1, C-3, and $ 12,094,011
e Exhibit #2 2009 Hewitt Study
TN ad x
—,» Jacob Pous LATE FILED DEPOSITION EXHIBITS z 80 &
' ‘\'i‘"om Exhibit #3  Quantification of Hours through September 1, 2009 f.j L 3
7 ~%&~ Exhibit #4- Determination of Straight - Line Remaining Life o 3
oo Depreciation Accruals Standard Practices U-4 = b
’ L.... - Exhibit #9 - FPSC dockets and orders concluding amortization of 23 "Cg x
e — Reserve imbalances over periods other than the }: Ve 73
AR S remaining life Lo
Ayt e Exhibit #10 Sample of Entities recommending longer life spans for E; P
vE combined cycle generating facilities = o



If you have any questions or concerns; please do not hesitate fo contact me at (850) 488-
9330. Thank you for your assistance in this matter.

Sincerely,

(ATl
Charles J. Rehwinkel
Associate Public Counsel

cc: Parties of Record



CERTIFICATE OF SERVICE
DOCKET NO. 090079-El

g I HEREBY CERTIFY that a copy of the foregoing has been furnished by U.S. Mail on
the 18 day of September 2009.

John T. Burnett

Progress Energy Service Company, LLC
P.O. Box 14042

St. Petersburg, FL 33733-4042

Mr. Paul Lewis, Jr.

Progress Energy Florida, Inc.
106 East College Ave, Suite 800
Tallahassee, FL 32301-7740

Bill McCollum/Cecilia Bradley
Office of Attorney General
The Capitol — PLO1
Tallahassee, FL. 32399-1050

Stephanie Alexander

Tripp Scott, P.A.

200 West College Avenue, Suite 216
Tallahassee, F1. 32301

J. Michael Walls/ Diane M. Tripplett
Cariton FFields Law Firm

P.0C. Box 3239

Tampa, FL 33601-3239

Dan Moore/Stephanie Alexander
Association for Fairness in Rate Making
316 Maxwell Road, Suite 400
Alpharetta, GA 30009

Connissa Pease
1550 S. Belcher Road #513
Clearwater, FL 33764

Vicki G. Kaufman/Jon C. Moyle, Jr.
Florida Industrial Power Users Group
118 North Gadsden Street
Tallahassee, FL 32301

Robert Scheffel Wright/ John T. LaVia
Young van Assenderp

Florida Retail Federation

225 South Adams Street, Suite 200
Tallahassee, FL 32301

Joseph L. Adams

IBEW System Counci U-8
4314 N. Suncoast Blvd.
Crystal River, FL 34428

James W. Brew/F. Alvin Taylor

PCS Phosphate — White Springs

1025 Thomas Jefferson St. NW, 8% Flo
Washington, DC 20007

~

e N

Katherine Fleming/Keino Young
Caroline Klancke, Erik Sayler
2540 Shumard Oak Blvd.
Tallahassee, F1. 32399-0850

Richard D. Melson
705 Piedmont Drive
Tallahassee, FL 32312

Kay Davoodi, Director Utility Rates
c/o Naval Facilities Engineering
Comma

1322 Patterson Avenue SE
Washington Navy Yard, DC 20374

Audrey Van Dyke

c/o Naval Facilities Engineering
Comma

720 Kennon Street, SE Building 36 R
Washington Navy Yard, DC 20374
Marco lannella

701 Milwaukee Ave.

Dunedin, FL 34698
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Charles J. Rehwinkel
Associate Public Counsel
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Docket No. 090079

Dismukes Late-Filed Deposition Exhibit 3

The ROE materials that Ms. Dismukes reviewed far this proceeding were produced by
FPL in Docket No. 080677-El in response to Staff Interrogatories 128 and 129. The
responses are aftached.

OPC-LFE-DISMUKES-000002




Florida Power & Light Company

Docket No. 030677-E1
Staif's Ninth Set of Interrogatories
Question No. 128
Attachment 128 Attachment No. 1
Achieved ROE Pagelafl
s - N - =
sgumesicown | B | B[ Bl | B[ B8 |B|#8 |8 |&8]f
[Alabams Power Compary 0% | 13.95% | D3.65% | 1205% | 409% | 14m% | L39e% | 1a0s% | 1345% | 1vee% | 1350% |1 3%
fan Power Couparty BAG% | 1047% | 679% | 4.36% | 1760% | 209% | 10.86% | 741% | 891% | z6i% [ 5I7% F.47%
jArizons Public Service Compasry 1292% | 648% | 1a46% | D2Mm | % 821% | 894% | 571% BAI% | 8.47% | 786% 9.10%
JCarclina Power & Light Compary 1354 | 1120% | 1616% | 1i76% | 13.55% 1 1489% | 1501% | 1581% | 1348% | 1335% | 124%% 13.69%
[ Cleveland Electric Iluminating Comporry 1635% | 2000% | 1906w | 2024% 1L41% 4e% | 1276% | 1171% | 20.84% | 18.53% | 17.74% 16.10%
[Colusmbus Southern Power Compary 1663% | 1746% | 13.31% | 2045% | 2137% | 22%0% | 1561% | 13858 | 1757% | 2217% | 19.04% ]{ 18.33%
Dayion Power sad Light Company 1332% | 1484% | 2991% | J067% | 2L14% | 2090 | 1979% | 1967% | 19.69% | 1943% | 19.66% }{ 19.71%
Derrais Ediscn Compary 1,90 | 1196% | 11.00% | 948% | 1670% | 950% 1 S04 | 99% ) 103 | Se% | 9% 10.18%
|Duloo Bnergy Carolinas, L1L.C 15.36% | 1675% | 17.66% | 14.96% | 697% | 9.62% | 906% | 1L10% | 13.36% | 1010% | o4%% 9.56%
[Dule Energy Indian, ne, 533% | 1110% | 1194% | 1250% | 15%9% | 817% | 981% | 1018w | S78% | 9so%h | 995% 5,35%
Akanses, Ine, 1029% | 65% | 1200% | t451% | 1L00% | 986% | 107%% | 1221% { 12.08% | 10.05% | 337% 10.25%
Loisians, LLC 1546% | 1673% | 15.5% | 1080% | M.86% | 1510% | 1235% | 115¢% | 10.44% | 986% | 980% 12.48%
Florida Power & Light Compaay 1260% | 12.04% | 1221% | 12.30% | 133%% | 13.56% | 12.68% | 12.31% | 12.01% | 11.92% | 10.83% || 12.35%
[Florida Power G 3 1B7¢% | 14.17% | I078% | 1531% | 1587% | 13.88% 1 1443% | 100 | (221% | 1056% | 11.33% [{ 1269%
s Power 155% | D% | 1330% | 15.09% | 1354% | 1390% f 1347% | 1377 | 1330% | 109% | 1336% || 13.85%
[ndiana Michigan Power Company _ 0% | 34%6 | 1665% | 8.81% 7.26% 201% | 1221% | 1204% | 940% | 988% | 9.1%% 747%
Esusas City Power & Light 1354% | o47% | 1705% | i60e% | I294% | 13.69% | 13.03% | 1i47% | 108o% | 1059% | 772% 12.01%
Kentucky Usifiries Comp $01% | 920% | 70E% BAT% 690% | 10.09% | B.07% | 558% | 948% | 839% | 6&l&% B.01%
evada Power Cornpany VoE% | 350% | 295% | 459% | Maew | teme | 76% | 7o | 10346 | eom | 576% 4.06%
INSTAR Exsctric Compey 15.13% | 2233% | 4% | 1571% | 7.77% | 1675% | 1587% | tosi% | 1niew | 1183% | 15.2% || 13.83%
Ohic Edipon Comp 1010% | 1134% | 13.06% | 13.01% | 1254% | 125% | 1374% | 1255% | 1073% | 1250% | te3¢m || 1246%
i Power Compary 1531% | 1547% | 709% | 1244% ) 1754% F 2866% | 14.26% | 1391% | M3%% | 1164% | 9.60% 13.72%
Ges i Hlectric 18.75% | 1566% | 55.4% | 13.09% | D.95% | 1254% | 1013% | 116 | 11.29% | 1136% | 734% || 1229%
091% | 230% | 216% | 255% | 1132% | 43%% | 75/% | 7w | 702% | &71% | 70 5.13%
General Flectric ¥ D7e% | 1230% | 1243% | 3% 535% £%0% | 719% | Sase | 580% | 11.02% | 663% 7.50%
ic Service Compauy of Chlthoma 1595% | 13.06% | 1404% | 12.08% | 10.28% | 1n16% | 7.09% | toas% | 630% | 376% | 1049 5.39%
Southern California Edison Co. 545% | 1675% | 259034% | 7654% | Z44% | 2i40% | 2037% | 1519% | 1548% | 1297% | .7% || 1619%
[Virginia Eleceric and Power Company 585% | 614% | A504% | 11sim | 4785% | 1271% | %35% | oi9% | s%% | 809% | 13 3.81%
el -
Regions Gocp e sl 8|8 |&a[&a[af8|a|8|]8]‘¢
[Florids Power & Light Company 12.60% | 12.04% | 1231% | 12.50% | 13.33% | 1338% | 12.68% | 12.31% | 12.01% | 11.92% | 10.85% || 12.35%
{Florida Power Corporati 15.74% 14.17% | 1078% | 1531% 15.87% 1388% | 643 | 1002 | 1221% 10.56% | 1133% 12.69%
Gulf Power Company 1337% § 1276% § 12.09% | 1159 | 12.24% | 1233% | 1isew | wet | 1251% | 1203% | 1272% || 1234%
[Tampe Flsaric Cempany 1.04% | 1092% | 1149% | 10.92% | 10.66% | 747% | 1045% | 106t% | 966% | owz% | 77E% 9. 9%%
=
Lorg Uslty Grovp e | & | g |8 |&|&a|a[a|[a|s|[a]|‘¢
Dotninien R  Inc. 008% | 622% | 6% | 650% | 13346 | 307% | 1093% | 95¢% | 10.69% | 26.99% | 18.0% (| 1048%
bTE 1198% | 12.36% | 1L&H | 7.23% | 1384% | 985% | Z77% | 931% | 740% | 165%% | 9.11% 12.53%
ﬁ 1.05% | 836% | 1005% | 1007% | 7.95% | 1092% | 1125% | tiswe | 1382% | 1443% | 153% |[ 1l41%
[Florids Power & Light C 12.60% | 12.04% | 12.71% | 12.30% | 1%.53% | 13.58% | 12.68% | 12.31% | 12.01% { 11.92% | 10.83% || 12.35%
I, 13.50% | 1120% | 5% 9.03% 791% | 1051% | 904% | 8.6 | 689% 600% | 955% £.57%
. 0.97% | 13.86% | 1278% | 1581% | 1513% | 1528% | 1491% | 1488% | 1355% | 1439% | 1361% [| 13.95%
Energy, Inc. 1138% | 877% | O.47% | 1283% | A75%% | 12.08% A 951% | 983% 9.06% | 9% 5.14%
Source: SNL Interactive, 10K
Notes
NSTAR achieved ROEs for 199%-2004 include orily Boson Ediscn Company,
Souther California Edison Co. 2000-2001 achieved ROEs were impacted by farge oc ting debiz and credits to opersting expenses jn these yemrs.
Dayron Power and Light Compeny’s achieved ROEs for X00-2001 were adjuster £ fara made in its 2003 10K which wss nat captured by SNL Interactive's dara.

Floridz Power & Light Company’s achieved ROEs weze catculated wsing surveillance repar: data.

OPC-LFE-DISMUKES-(00003




Florida Power & Light Company

Docket No. 080677-E1
StafT's Ninth Sef of Interrogatories
Question No, 129
Attachment 129 Attachment No. 1
Authorized ROE Page1of1
=
Straight Rlectric Group Stace F J 3 g 8 8 g8 g g g 8 S
| Adsbama Power Company Albarm 15 575 .75 FEXZ] I Y] LY e8] B.75, 573 73 7]
[Appalachien Power Company T NA| NA| NA| A NA| NA NA N NA[ A -10.00[10.00 - 10.20)
jan Power NA NA| NA| NA| NA| NA| NA NAF NA- 1050
Arizons Poblic Setvics Company 1125 1128 1123 1125 11,28 1128 11.25[11.23 - 10.25 10.25]
Carolins Fower & Light Compe: NAJ NA MA[ A NA| N, WA N,
olins Powes & Light Gesapan) NA| NA| N, NA| NA| g._l NA| NA|
inati 12.5% 12.59] 2.59) 12.59 12.59 12.39) L59) 12.59) 12.59 12,59
50 .50 .50 3.50] 13.50 13.50 L).50] .30 350 13.50f .50
Dazton Fowsr and Lig pany 13.00) 13.00 13.00] .00 3.00) 3.00] 13.00] 0) 3.00 13.00( 3.00)
Dewzait Edisen Compan; fichigan| 11,00 . NA| A NA NA NA| NA - 115 11.00] 11.00-NA _NAI NA. 1100
[Duke Energy Carolinas, ITC 259 250 150 1250] 1250 1330 1250 1250 12.30[12.50 “11.00] 0B
[Dyke Enesyy Carolinas, LLC 2 2.2 125 12.25) 12.35 1175 12.25 12.25 12.25 225 12.25
[Duke Energy Indians, In 0G| .00 00 00 00 90[13.00 - 10.56] 1090 10.50] .50 10.50
E #, Inc. .00 L68 i 1L.00 .00 .00 1100 1136 11.60] 110099 9.9
NA-10.50 1650 16.50 10.50 15.50; 10.50 10.50] 10.5-10.25) 1035 10.28 1035
12.00 NA| NA| NA NAJ NA. NA NA NA| NA NA
2.0 0 1260 12.06) 1230 NA| NA NA NA| NA| NA
----- NA NA| NA| NA- 1250 125-11,25 1.3 1125 L25 25
200 1290 1200 0] 1200 1200 0] 12.00) 12.00 [2.00) 1204
3.00 3 1350 .00/ 00} 13.00] 00 0! 13.00 13.00, 3.0
NA NA NA| NA NA| NE NA| NA| NA NA| NA|
NA- NA NA| NAJ NAl NA| NA| NA| NA- 11.35] 11.2510.78 1875
NA| NA] NA-1150 1.5 11.50 [ 1150 1050 1 16,58 1050
NA N NA/ NA[ NA-10.10 10.10[10.t0 - 16.2% ig.2s 1025[10.25 - {0.70 10.70
75 L7t 1173 175 1175 L7 75| 11.75-NA NA| NA| NA
331 3] 33 B2 13.21 a1 13.21] .21 1331 1321 RS
231 2.3 128 12.81) 1241 1281 1 1261 1251 1281 1241
NAl NA| NA 1&' NA| NA| NA| NA| NAJ NA-1 10.00
ama, Gag 3nd Electric Company NA| A NA| NA| NA-1L55 1158 11,55 1158 -10.73) 10.75 1075 1875
b CorD NA| NA] NA] NA NA| NA| NA| A NA| NA-15.25 10.25)
PacifiCarp NA NA A] NA. 1673 1075} 10.75 - 10.50] 1030} 50.50- 10.00 1000 10.00 10.60
PacifiCorp 1218[12.10 - 10.50{ 10.56 - 11.09) 11.50 11.50[11.06- 10.70 10.70[16.70 - 10.50 $0.50 - 10.25 1035 1025
PacliCorp NA ul Al NA| NA| NA| NA| Na| NA- 1020 10200 10.20-NA|
[PactiCorp .25 1.5 11251125 - 11.00 1T.00] 11,08~ 1075 %z 16.75] 16.75- NA NA] NA-10.55
Portand Generul Electric Compainy 50 1160 11,65] 11.60 - 10.50 10.50 1350 19.50 10.50 16.50]10.50- 16.50] 1018
[Public Servics Gompany of Oklahop NA| NA NA NA NA| NA| NA| NAl NA| NA-16.00 10.00
Southers; Caliloreia Edison Compans NA| NA| NA| NA NAl NA| NA-1Led 1Lq 1160} 11.60) 11.60
[Virgivia Bloctric & Power 185 180 )| 1180 1480 1130 $0) 1150 NA| NA NA
ginis Hlectric & Power Company 40 1140 140l 1140 1140 1140 L4D) 16.40] 1i40 11,40 1140
Regional Group S E | &8 | B | B | B | B8 |8 | 8|8 /|8
[Florids Power & Light C. . Florida 12.00 NA)| NA NA| NA NA| MNA) NA| NA| NA NA;
Florida Power Cosporation ; 1209 1200 200 mo‘ 2.00 ™A N, NA NA| NA|
Fower Co Flors | 50 .50 TL56 175 1175 nﬁl_l 75 1L7s 1175 ¥
Temps Electric Co Florida] 175 75 73] 11.75] 75| 1175, 11.75] 11.75] 175 11.75) 1175

Source: SNL Interactive, Regulatory Research Awocistes, FPSC Comminsion Orders

Noses:
Allowed ROEs were not calculated for the Large Udlity Group since these companies operate In difforent staves and therufore hive sovera] sliowed ROEs,
An allowed ROE for Florida Power & Light Company is not spplicshle from 1999 - 2008 due to a revenye sharing sgresment with no authorized ROE,
A allowed ROE for Florids Power Corporation is not applicsble from 2003- 2008 duss 1o & revenue sharlng sgreement with no suthoriaed ROE.

OPC-LFE-DISMUKES-000004
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Docket No. 080079-EI

Witness Daniel Lawton 1
Late—Filed'Deposition Exhibit-1

9715-09 BEFORE THE
FLORIDA PUBLIC SERVICE COMMISSION

DOCKET NO. 001148-EX

In the Matter of

REVIEW OF THE RETAIL RATES
OF FLORIDA POWER & LIGHT
COMPANY .

ELECTRONIC VERSIONS OF THIS TRANSCRIPT ARE
A CONVENIENCE COPY ONLY AND ARE NOT
THE OFFICIAL TRANSCRIPT OF THE HEARING

f IC
THE .PDF VERSION INCLUDES PREFILED TESTINONY.

PROCEEDINGS: SPECIAL AGENDA CONFERENCE

BEFORE : CHAIRMAN LILA A. JABER
COMMISSIONER J. TERRY DEASON

COMMISSIONER BRAULIO L. BAEZ
COMMISSIONER MICHAEL A. PALECKI
" COMMISSIONER RUDOLPH "RUDY™ BRADLEY

DATE: Friday, March 22, 2002

TIME: - Commenced at 8:35 a.m.
. . Concluded at 10:05 a.m.

PLACE: Betty Easley Conference Center

EOOO?E Jlfil“a'lanz;\de Wa
s o
Ta11ahagsee. F10r¥da

REPORTED BY: L INDA BOLES, RPR
OfFicial FPSC Reporter
{850) 413-6734
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APPEARANCES: _

PAUL EVANSON, and R. WADE LITCHFIELD, Florida Power
& Light Company, 700 Universe Boulevard, Juno Beach, Florida
33408-0420, appear1ng on behalf of Florida Power & Light
Company.

KENNETH L. WISEMAN, Andrews & Kurth, L.L.P., 1701
Pennsylvania Avenue, N.W., Suite 300, Washington, D.C.
20006-5805, appearing on behalf of South Florida Hospital and
Health Care Association.

ROBERT SCHEFFEL WRIGHT, Landers & Parsons, P.A., 310
West College Avenue, Tal]ahassee Florida 32302, appearing on
behalf of Lee County. -

MICHAEL B. TWOMEY, Post Office Box 5256, Tallahassee,
Florida 32314-5256; appearing on behalf of Thomas and
Genevieve Twomey.

SEANN FRAZIER, Greenberg, Traurig, P.A., 101 East
College Avenue, Tallahassee, Florida 32302, appearing on
behalf of Florida Retail.Federation.

© VIOKI GORDON KAUFMAN, Mcihirter, Reeves, McGlothlin,
Davidson, Decker, Kaufman, Arnold and Steen, P.A., 117 South

Gadsden Street, Tallahassee, Florida 32301, appearing on
behalf of Florida Industrial Power Users Group.

FLORIDA PUBLIC SERVICE COMMISSION
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APPEARANCES CONTINUED: _
JACK SHREVE, Public Counsel, Office of the Public
Counsel, c/o The Florida Legislature, 111 W. Madison Street,
Suite 812, Tallahassee, Florida 32399, appearing on behalf of
the Citizens of the State of Florida.
| ED PASCHALL, 200 West College Avenue, Tallahassee,
Florida 32301, appearing on behalf of AARP.

| ROBERT V. ELIAS, FPSC Division of Legal Services, 2540|
{|Shumard Oak Boulevard, Tallahassee, Florida 32399-0850,

appearing on behalf of the Commi ssion Staff.

FLORIDA PUBLIC SERVICE COMMISSION
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PROCEEDINGS

CHAIRMAN JABER: Good morning. He're going to go
ahead and get started with the Agenda. This is a special
agenda. There's no notice to be read or anything like that.

MR. ELIAS: No. .

CHAIRMAN JABER: 1 suppose it would be appropriate to
say that we are here to copsider the proposed settlement that
was filed by FP&L, e't‘ al. We are going fo allow some time for
parties to make presentations. I have to tell you that I'm
going to allow you up to five minutes. We'll start with
Mr. Evanson over here and move this way.  Feel free to take up
to five winutes, but we will be brief in the presentations.

Go ahead, Mr. Evanson. =

MR. LITCHFIELD: Commissioner Jaber, if it would be
acceptable to you, we'd defer initially to Mr. Shreve, if
that's all right.

CHAIRMAN JABER: Absolutely.

MR. LITCHFIELD: Thank you.

CHAIRMAN JABER: Good morning.

MR. SHREVE: Good morning. We do appreciate the
Commission taking this matter up as early as you have so that
we can get these benefits to the customers. And I will be
brief. We have several Intervenors here that would 1ike to
speak this morning.

I think you've all seen the settlement and I'm sure

FLORIDA PUBLIC SERVICE COMMISSION

OPC-LFE-LAWTON-000004
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the Staff has thdrougmy reviewed it. It calls for a
$250 million decrease in rates, which brings the total decrease
to $600 million.

In addition to that, we have some protecf'ions in
there allowed to Florida Power & Light in case there are
anymore downturns which-have to be covered. MWe have protection
for the customers in the way of a rebate at;d a sharing program
such as-we did last time with what we feel very comfortable
with on the sharing points. The Tlast agreement has produced or
will have produced when the agreement is up in April over
$200 million in refunds. We feel this agreement will do just
as much, if not much more, as far as refunds go.

It's been a pleasure to work with all of the par'hes
in this case. And after Mr. Evanson completes his remarks, I
would 1ike for the Commission, 1f we could. to give the parties
that are here an opportunity to speak and say what their
thoughts are on the agreemeht.

Here again, it's been a team effort. We've all
worked together on this and feel that we've produced a
settlement that {s beneficial to the ratepayers in the State of
Florida. Thank you.

CHAIRMAN JABER: Thark you, Mr. Shreve. Mr. Evanson?

MR. EVANSON: Okay. Good morning. I'm delighted to
be here to seek your final order of approval of this settlement
agreement which I believe is in the best interest of all the

FLORIDA PUBLIC SERVICE COMMISSION
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parties, including especially the FPL customers.

I'd first like to express our appreciation to the
Commission for encouraging the settlement and to end this
protractéd. costly rate review proceeding. And I'd also like
to express my appreciation to Jack Shreve, the Office of Public
Counsel, and all the Intervenors for their constructive
approach in negotiating this agreement with us, sometimes
negotiating it too well, perhaps.

Reaching this agreement, reaching this settlement
agreement came after a very thorough and complete review of
FPL's operations by your Staff as well as all the Intervenors
in the case.

FPL filed or produced over 1,300 pages of minimum
fi1ing requirements, 4,100 responses to discovery, 750 pages of
direct testimony from 13 expert witnesses with over 100,000
pages of documents attached. So the record, the record
demonstrates this was a comprehensive and exhaustive review of
our operations.

Now, as Mr. Shreve said, this agreement provides for
an annual permanent base rate reduction of $250 mi1lion'or
seven percent for all of our customers, and in addition a
midcourse fuel correction of $200 mi1ldon. This will put FPL's
rates about 18 to 20 percent below national averages.-

The new agreement is patterned after the existing
agreement, which was entered into in 1999 and which cut base

FLORIDA PUBLIC SERVICE COMMISSION
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rates by $350 miilion. With the approval of this agreement,
base rates will then be $600 million below the level of only
three years ago. And, frankly, we know of no company that has
ever cut rates by that order of magnitude.

Like its predecessor, the new agreement alsoc provides
for future revenue sharing. And under the existing agreement,
we estimate that over $200 million in special one-time refunds
to customers will be paid over the term of that agreement.

The agreement also continues the innovative
incentive-based regulatory structure championed by FPL, the
Office of Public-Counsel and this Commission.. The appn_)ach
offers FPL the opportunity to be rewarded to the extent that,
and really only to the extent that it improves.operational
effictencies and drives costs out of the system.

The FPL incentive during the term of the agreement:
becomes the benefit to customers at the end of the agreement
through permanent rate cuts, which is exactly what this new
agreement is all about.

I believe the State of Florida and this Commission
are leading the nation in enlightened and progressive utility
regulation. '

So in summary, I think this settlement is really a
win, win, win. I think it's a win for our customers, it's a
win for our shareholders and I think it's a win for the State
of Florida, and I urge your prompt, final order of approval of
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it so that our customers may begin to enjoy these Tower rates
beginning April 15th. Thank you very much.

CHAIRMAN JABER: Thank you, Mr. Evanson. Any other

lIparties to the settlement?

MR. SHREVE: Commissioner, if I might. We do have
several of the parties represented here, and I'11 call on all
that I know that are represented here. And, once again, I

|lwould 1ike to point-out that this is a docket that the

Commission opened. You elected to have this rate review. And

|jif the Commission had not opened it, then there's probably a
livery good chance that we wouldn't be at the tables now with

this rate reduction. So I'd 1ike to 1_:hank the Commission and
congratulate you on opening this docket. It is.a different
situation than we normally have as far as a full-blown rate

jcase petitioned by the parties, but that's where we are.

I'd 1ike to call, mention that we have had good
cooperation, excellent cooperation with everyone, and a few
people would 1ike to make a few brief remarks. I'd Tike to
first call on Scheff Wright, if I could, who represents Lee
County. And this is one of the first times we've actually had
a county involved, and I think it's excellent that we have a
local government involved 1ike this.

CHAIRMAN JABER: Mr. Wright.

MR. WRIGHT: Thank you, Madam Chairman. Scheff
Wright appearing on behalf of Lee County, Florida.

FLORIDA PUBLIC SERVICE COMMISSION
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Lee County supports the stipulation and settlement. -
I'd 1ike to echo the comments of Mr. Shreve and Mr. Evanson:
thank the Commission very much for undertaking to hear the
settlement this quickly so that we can get the benefits of the
settlement in place for all of FPL's customers as soon as
possible.

This settiement is fair, reasonable and appropriate.
It provides a good incentive-based regulatory structure. It's
specifically beneficial to Lee County government as well as to
all FPL's residential, commercial, industrial and institutional |
customers in Lee County and everywhere else in FPL's service
territory. We support the settlement. We thank you for your
prompt. consideration of the settiement and we urge you o
approve it. Thanks.

MR. SHREVE: Publix Super Market is represented by
Tom Cloud. Mr. Cloud was on the road and I think unable to be

here. I'm not sﬁre if anyone else had come in for Tom, but he

was, worked hard on all aspects of this case and the
settlement. "

Ron LaFace representing the Florida Retail Federation |
has worked diligently with us on this, and Seann Frazier, I
know, is here from the firm. I think Mr. LaFace is tied up in
the Legislature probably since this is-the Tlast day of the
session. So if, Seann, if you had any comments you wanted to
make.

FLORIDA PUBLIC SERVICE COMMISSION
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MR. FRAZIER: We just want to echo the sentiments and
express our appreciation for this settlement. Thank you. '

CHAIRMAN JABER: Thank you. |

‘MR. SHREVE: Mr. McWhirter has worked diligently with
us in this, he is back in Tampa today, representing the Florida
Industrial Power Users Groixp. This is a group that we have 1in,
I guess, every single case and it's always good to have them in
here. They're real stalwart in their_i*epresentation and work
in all of the cases. And although John is not here, Vicki
Kaufman 1s here representing FIPUG. .

MS. KAUFMAN: Thank you, Madam Chairman, Mr. Shreve.
Vicki Gordon Kaufman on behalf of the Florida Industrial Power
Users Group. We echo all the comments that you have heard.

As Mr. Shreve said, FIPUG has a Tong history of
participation before this Commission in rate cases and other
matters that affect large consumers. We wish that all our
cases would have such a happy conclusion as this one.

' We're very appreciative of the hard work of the
Commission Staff, the Commissioners and a1l the parties, and we
écho the comments that this is a settlement that's in the
interest of all the ratepayers of Florida. Not only does it
have tremendous benefits to all of the ratepayers, but it also
has Tesulted in the elimination of some protracted 1itigation
that has saved my clients and others as well a Tot of costs.
We'd rather see that money coming back to the customers than
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being expended on 1itigation before the Commission. So we
wholeheartedly support the settlement and also ask for your
final approval of it today. Thank you. .

CHAIRMAN JABER: Ms. Kaufman, I just wanted you to
know that all your cases can conclude 1ike this, -if you want.
I couldn't Tet that go.

MR. SHREVE: Madam Chairman, one of our larger
clients we're going to have appear here today and make some
comments; Mr. Ed Paschall of AARP. Ed has come back from
Israel specifically for this hearing. I appreciate Ed coming
out. Ed always works with us, and we're happy to be able to
converse with them throughout these proceedings and have worked
with them and tried to cooperate with our, really with our
largest single consumer group in the state. And they've worked
with us on every case that we've had and it's always a
pleasure, and I appreciate Ed coming out.

CHAIRMAN JABER: Good morning.

MR. PASCHALL: Good morning, Madam Chairman, members
of the Comission. It's always a pleasure for us fo have the
opportunity to come over here and speak to the Pubiic Service
Commission, and especially in this éase since 1t appears pretty
much that the deal has been done and it looks 1ike a good deal
for everybody who is involved in it.

We would Tike to extend our compliments to all of the
parties who were involved in the deliberations that led to this
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negotiated settlement, which does appear to be a very good one
for, as.was mentioned a few minutes ago, a win, win, win
situation, that it should be a great benefit to everybody,
especially to a lot of the older people whom we represent and
who can certainly use every dollar that they can save as far as
their utilities are concerned because that's one of their

Hhighest costs when 1t comes to their continuing their existence

etther in the sumer or in the winter. So we_th'ink this is
good, a good agreement and we hope that you will speedily
approve it. Thank you very much.

CHAIRMAN JABER: Thank you, Mr. Paschall.

MR. SHREVE: And of the parties that signed on the
agreement, last and by far from least, Mr. Mike Twomey. We
were wondering about Mike, but he did recejve his fee from his
mother and dad last night, as I understand it. And I'd Ttke to
ask if Mike would, if he has any comments he'd T1ike to make.
Mike has worked with us hard on this and he's a hard man to
please, but he's up here.

CHATRMAN JABER: Are you saying you saved Mr. Twomey
for last, is that what you're saying?

MR. TWOMEY: Not the best for last necessarily.

Madam Chairman, Commissioners, Mike Twomey on behalf
of Thomas and Genevieve Twomey. I1'd 1ike to just briefly
recognize some folks probably or chronologically, I guess, in
the ordef of this case. |

~ FLORIDA PUBLIC SERVICE COMMISSION
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First, I'd 1ike to commend your Staff for bringing
this case to you and urging the filing that brings us to this
point. They deserve a Tot of credit for that.

Next, y'all deserve credit for accepting the
recomendatidn and ordering the filing 1in this case and
sticking to that throughout.

Next, of course, would be the parties and Staff for
engaging in the very thorough discovery they engaged 'in, which

‘fgave us reams of data Mr. Evanson spoke to moments ago, which

should have given confidence to all the parties that this
settlement is in the best interest of the consumers and the
company and give y'all confidence and your Staff confidence as
well that we had all the information we needed to make a
reasonable judgment of what the reduction should be.

Next, of course, I'd Tike to conpliinent Jack Shreve
and the wanagement of the company for engaging in these
settlement negotiations and the other parties that played a .
role in that, but particularly Jack Shreve for doing such a
great job for the consumers and for the company, being as
reasonable as they have been.

As one advocate in this case, I think the settlement
is excellent for the consumers of Florida, I assume it's good
for the company as well, and would urge your acceptance of it.
Thanks.

CHAIRMAN JABER: Thank you, Mr. Twomey.

FLORIDA PUBLIC SERVICE COMMISSION
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MR. SHREVE: Okay. Madam Chairman, I think it's good
that Mr. Twomey pointed out the one thing that this Commission
did want and that everyone wanted was all-the information that
was needed to review, and I think that has been thoroughly
reviewed, particularly by your Staff and all the parties and
the discovery that we've had in it.

South Florida Hosp1ta‘l Association is dlso a party.
Mr. Wiseman or the association has not signed on the agreement,
but 1'd Tike to call on him, if he has any remarks at this
time. -

CHATRMAN JABER: Give me your name one more time.

_ MR. WISEMAN: Kenneth Wiseman for the South Florida
Hospital Health Care Association.
First of all. I want to express our appreciation to

Jack Shreve for the hard work that he's done in trying to craft |

what would be a universal settlement of any support in the
concept of attempting to reach a settlement. Unfortunately, we
cannot support the settlement in this case and I guess I'm
feeling a 1ittle bit lonely over here, given the other -
comments.

But that being said, let me also say at the outset,
and I say this with no disrespect whatsoever to the Commission.
but I'm-somewhat chagrined that we have but five minutes to
present our position because we thought at least that we’d be
given the opportunity to present a thorough analysis to show
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why this settlement should not be approved.
CHAIRMAN JABER: How much time do you need,

AMr, Wiseman?

MR. WISEMAN: I would need at least a half an hour.

CHAIRMAN JABER: Okay. Commissioners, what's your
pleasure? I mean, we've read the settlement. We really are
here to discuss the proposed settlement. It was a proceeding
that the Cormission initiated. How about you do the best you
can with 15 minutes. | '

MR. WISEMAN: A1l right. I'11 take a shot at that.
Thank you very much. :

The First item that I'd 1ike to point out that we
disagree with strenuously is the proposition that the
$250 million cost-of-service reduction is adequate. We believe
that if we were given the opportunity to present evidence in
this case, we could show that a cost-of-service reduction more
along the 1ines of a minimun of $500 million is what's needed
in this case, and we think the evidence would support that.

Now I don't have time, I don't beTieve., to go through
the items individually as I had intended. But we have
presented testimony concerning specific items that are included

-Jtin FPL's test year, projected test year cost-of-service that

are inappropriate. And when you compile those items together,
it amounts to, I believe it's approximately $475 million in
cost-of-service reductions.

FLORIDA PUBLIC SERVICE COMMISSION
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On top of that, certain 'ifems that we can quantify at
this time. but which were, we intended to develop through
cross-examination and on brief, relate to FPL's requested
return on equity, which we believed the evidence that's in the
case right now, if you simply look at the evidence presented by
Dr. Olivera, FPL's witness on return on equity would support a
100 to 200 basis point reduction in the midpoint return on
equity that he's proposed. And that produces an additional
$47 million reduction to FPL's test year cost-of-service. |

~ On top of that, there are, there's an issue related
to the Sanford repowering project. Based upon the evidence
that is available to us right now, we know that there's a cost
overrun of approximately $100 million on that project. FPL's
ratepayers shouldn't be required to pay for a cost overrun
that's caused by FPL's inefficient process of constructing the

|Irepowering project. That would produce another $13 million per

year reduction to the test year cost-of-service.

So when you add those items up together, and these
are items that we can quantify right now, we come up with
$535 million in cost-of-service reductions. And to be honest,
when we compare that to the $250 million reduction that's
called for in the settlement, the $250 miliion reduction does
not seem adequate and we don't believe that it's, it will
result in just and reasonable rates.

One particular item that I want to talk about in the
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cost-of-service reductions relates to FPL's capital structure.
FPL has an extraordinarily thick equity component in its
capital structure. It’s 64 percent. That's excessive for an
A-rated utility. If you lock at Standard & Poor's, Standard &
Poor's,Suggests that an A-rated utility facing, having a risk
profile similar to FPL's should have a capital structure of
approximately 50 percent common equity. That's, in fact -- by
the way, the 50 percent common equity is directly consistent
with a comparison group that Mr., I'm sorry, Dr. Olivera used
in his testimony on behalf of FPL. '

Standard & Poor's and Moody's have both said that FPL
Group is engaged 1in high-risk.business activities by its
nonregulated affiliates. Those nonregulated affiliates are
involved in building independent power projects in other
states. And it's because of those unregulated activities in
the high business risk that FPL Group has to have a very thick
equity component in order to provide credit protection.

| Now the effect of having that equity componernt, that

thick equity component is FPL's ratepayers are subsidizing the
activities of unregulated affiliates. And, again, those
activities are.the construction of power plants in other states
that in no way serve the ratepayers in Florida. |

The effect of that item alone is approximately
$173 million in the test year cost-of-service. So you take
that item alone and you're bumping right up against the

FLORIDA. PUBLIC SERVICE COMMISSION
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$250 mi11ion reduction that the settlement provides without
aven getting into the other items that I would include in our
quantification of $500 mi114on in cost-of-service reductions.
Now thoée are the items -- so far I've referred to
items that we can quantify, but I want to stress that there are
a Tot of items that we can't quantify at this time. And,
frankly, that's because FPL has been stonewalling.on discovery
in this case. | .
There"s no question but that FPL has been engaged in
numerous transactions with unregulated business affiliates.

The law is clear that we have the right in discovery to obtain

information about those activities to find out whether they're -
impacting rates or not.

In fact, as we're sitting here today, there’s an
order from Commissioner Baez acting as presiding officer
requiring FPL to produce that information, but FPL hasn't done
1t. Instead what it did is it filed what we regard as a
frivolous motion for reconsideration, which was a way of FPL
étonewaﬂing and not providing the information to which we're
entitled. ' ,

Now what are those activities? First of all, there
is a -- FPL Group's 2000 annual report indicated that the FPL
Group owned interest in an entity called Adelphia
Communications Corp. It sold that at a $150 milTion gain. The
annual report also indicated that FPL Group redeemed interest

FLORIDA PUBLIC SERVICE COMMISSION
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in a cable TV partnership for a $108 million gain. We know for
sure that FPL's been engaged in activities at Teast with

Adelphia, and we were trying to find out whether it was engaged
in activities, business activities with this other organization

as well.

The business activities with Adelphia, FPL admits
that Adelphia uses FPL property in conducting Adelphia's
business. ‘Mow FPL does get rentals, rent revenues from
Adelphia, but the question is are those adequate or not? Are
they covering the costs or are FPL's ratepayers subsidizing
Adelphia’s investors? .

We'd 1ike to get discovery about that, but we have
been denied discovery at this point because FPL. just hasn't
turned 1t over, notwithstanding the order from Commissioner

J|Baez.

FPL also sold property in 2000 to an affiliate called
FiberNet. Now those assets, and FPL admits this, those assets,
it was a fiber optic network, originally were constructed to
support FPL's utility operations. Since the transfer to
FiberNet, FPL's rental revenues have dropped precipitously. I
think that creates a clear question: What is going on with
this affiliate? Again, we've sought information about this and
FPL has stonewalled. We haven't gotten the information.

There's another affiliate named Land Resource
Investment Company. FPL surveillance reports clearly disclose
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that millions of dollars of FPL property have been shed and
provided to that.er';t'ity. But, again. we don't know what the
purpose of that is and whether that's resulting 'Ir; a transfer
of ratepayer vall ue over to the investors in the unregulated
business activities. .

COMMISSIONER JABER: Mr. Wiseman, I just want to give
you a heads-up that you have just two or three minutes Teft.

MR. WISEMAN:. A1l right. Thank you.

The point 1s that there's an inadequate record in
this proceeding. Nefther the Commission nor really any members
that signed onto the stipulation have any knowledge of what the
jmpact is of the unregulated business activities on FPL's
rates.

Since I only have a couple of minutes, I'11 cut to
the end. The bottom Tine is that we think there's inadequate
information about FPL's dealings with affiliates. We believe
that if you look at FPL's resource planning process, that also

:|lis a matter that's not been disclosed on this record because
|IFPL stonewalled on providing discovery concerning it. And we

know at a minimum that it's resuited in a $100 million overrun
in at Teast one case.

FPL's rates haven't been examined on a comprehensive
basis in 18 years. And, again, I don't say this -- well, I say
this with no disrespect to the Commission, but that has got to
be a record for a reguiated public utility in this, in this

FLORIDA PUBLIC SERVICE COMMISSION

OPC-LFE-LAWTON-000020




W 0O ~N O 0T B W N =

10

21
country. .

It's time that FPL's rates be examined
comprehensively. What we would ask is that you defer ruling on
this stipulation; that what you do iis you allow the discovery
process to be compieted so that we obtain the information
concerning FPL's affiliate dealings and concerning its resource
planning process; that after obtaining that discovery, you hold
a hearing on the merits of the settlement proposal to find out
whether the settlement proposal, in fact, results in just and
reasonable rates. And that's a determination that we submit
can only be based upon a full and adequate administrative
record, and that's not something that the Commission has
currently before it. Thank you very much.

CHATRMAN JABER: Thank you, Mr. Wiseman. Staff, I've.

got -- and, parties, I know you probably want to respond, but
Tet's allow you to respond after the Commissioners ask
questions as well. _

Staff, I have a series of questions. Some go to the
points raised by Mr. Wiseman, some go to your recommendation |
and some really serve to clarify for me the terms of the
settlement.

1 was trying to understand the revenue sharing
mechanism, Tirst of all. And, Dale, I'm sorry to skip around
on you like this, but the revenue sharing mechanism, if I
understood it correctly, for the Year 2002, all revenues
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between $3,580,000 and $3,740,000 would be shared one-third to
the shareholders and two-thirds to retail customers. Now
bacause we're, we've already started 2002, there's a cap, if I
understand it correctly, for the Year 2002 to 71.5 percent of
the revenues exceeding the cap. )

MR. MAILHOT: That's correct.

CHAIRMAN JABER: For the Year 2003, revenues between
$3,680,000 and $3,840,000 are shared, again, one-third: to
shareholders, two-thirds to the retail consumer.

MR. MAILHOT: That's right.

© CHAIRMAN JABER: ATl -- and this is critical. I want
to make sure I'm doing this right. A1l revenue over $3,840,000
will be refunded entirely to the retail customer. Is that your
understanding of this settlement?

MR. MAILHOT: Yes.

CHATRMAN JAEER: For the Year 2004, all revenues

Hpetween $3.780,000 and $3,940,000 are shared, again, one-third

to the shareholders, two-thirds to the retail customers, and
all revenue over the $3,940,000 will be refunded entirely to.
the consumers.

MR. MAILHOT: Yes.

CHAIRMAN JABER: In the Year 2005, which, if we
accept the settlement, will be the last year of the settlement;
right? That's all revenues between $3,880,000 and $4,040,000
will be shared one-third to shareholders and two-thirds to
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retail consumers. AT1, all revenue over $4,040,000 will be
refunded entirely to the retail consumer. '

MR. MAILHOT: That's correct. But all those amounts
are billions, yes.

CHAIRMAN JABER: Al1 right. Now I want to
understand -- what did you say?

MR, MAILHOT: They're all billions.

CHAIRMAN JABER: . Oh, thank you. See.

MR. LITCHFIELD: We appreciate that clarification
from Staff. |

CHAIRMAN JABER: So do I. So do I. Sodo I.

Now I want to understand the cost-of-service study.
It's my understanding that the cost-of-service study filed by
FP&L shows that some groups are below parity and some are above
parity.

MS. KUMMER: Yes, ma'am. _

CHAIRMAN JABER: For the hospital group, 1t's your
representation that the Hospital Association is currently below
parity.

MS. KUMMER: I would assume without first-hand

|knowledge that they would be served under one of the general

service demand classes, and those are all below parity to some
degree. Yes, ma’am. |

' CHAIRMAN "JABER: What do you mean by parity?

MS. KUMMER: Parity is a bit of a short-hand term in.
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cost-of-service. The purpose of a cost-of-service study is to
determine if a class's revenue recovers the costs necessary to
serve that class.

A benchmark we use is to compare the rate of return
within a class to the system rate of return. That's what we
call a parity ratic. If the system, if the class rate of
return is higher than the system rate of return. it's above
parity. If it's below the system rate of return, it's below
'parit.v. |

_ - CHAIRMAN JABER: And through the rate case
proceeding, as I recall when we initiated the proceeding, one
of the discussions we had was let’'s make sure that the rate
classes are at parity, they're where they need to be in terms
of contribution levels. And had -- if this Commission decides
to go forward with the rate proceeding, what that means for the
Hospital Association is we take them to parity, which in
doliars, and, again, correct me if I'm wi‘ang, but in dollars
that equates to a rate increase.

MS. KUMMER: In a theoretical sense, that's correct,
that we do try to bring classes as close to parity as possibie
in a rate case. In a case where we have a revenue reduction
across the board, what would Tikely héppen is they would get
less of an increase perhaps than other cl asses are above parity
if -- for classes which are already below parity. And that, in
fact, is what happened with the 1ighting classes, as stated in
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the stipulation, that they did not get a decrease for those
classes because they're already so far below parity, we didn't
feel that it was necessary.

CHAIRMAN JABER: Now how does the stipulation address
that? If I understand the stf!-pul ation correctly, it actually
keeps the classes right where they are and allows the rate
reduction o be shared with all classes regardiess of the fact
that they're not at parity.

MS. KUMMER: That's the proposal. It is an |
across-the-board reduction. This is different from what has
been proposed and accepted in the other stipulations offered by
the company and the parties in that those were.allocated on
energy. If you allocate the decrease on energy. more of the
decrease goes to Targe customers simply because they have more
kitowatt hours to allocate it on.

This method of allocating on a percentage across the.
board does not help parity, but it does not make it worse the
way an energy allocation would tend to do.

CHAIRMAN JABER: Now from the recommendation, just a
couple of things I need to understand, on Page 4 you make the
comparison of a percentage reduction in base rates to, in the
fashion that the stipulation sets forth. to sort of a base rate
reduction based on an energy allocation. And Staff's
recomnendation is the settlament actually does it better, that
an allocation based on energy usage is, 1s, and I'm reading
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into your sentence, is almost unfair.

MS. KUMMER: It tends -- .

CHAIRMAN JABER: Can you elaborate?

MS. KUMMER: That 1s correct. An energy allocation,
again, tends to give a larger percentage of the dacrease to the
larger customer classes, the commercial classes which are
already below parity.  The across-the-board increase gives
everybody a fairer shot at the pot of dollars to decrease
those, yes.

CHAIRMAN JABER: In the last stipulation was the rate
reduction done based on an energy allocation? -

MS. KUMMER: Yes, ma‘am. And we much prefer the
across-the-board. |

CHAIRMAN JABER: On Page 5 of your recommendation,
when you're going through the individual items of the

IIstipuration, you make reference to the fact that Item 10

probably should be clarified.

MR. SLEMKEWICZ: Yes. That the -- that -- they can
take that credit of up to $125 million against depreciation
expense, but it would be on a calendar year basis. So for 2002
it would just be over the rest of the year and then it would be
on an annual calendar year basis for the rest of the agreement.

CHAIRMAN JABER: But the purpose of your statement,
is that something we, if we accept the settlement, we should
clarify in the order or should we seek clarification from the
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lhave responses to your discovery or that there was stonewalling
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parties? What is it you need to accomplish this clarification?

MR. SLEMKEWICZ: Well, we've been looking at the, you
know, the plan -- the existing plan ends this April. And we
Just wanted to make sure that it did not keep going from April
to April on an annual basis for their proposal. And we just
wanted to make sure they're doing it on a calendar year basis
rather than April to April.

COMMISSIONER DEASON: Under your proposal or the way
that you view this, what would be the maximum amount of credit

MR. SLEMKEWICZ: They could take the entire
$125 million, if they decided to do that.

COMMISSIONER DEASON: But it would be from April to
Decenber 31, and then after, every subsequent year it would be
a calendar year basis until fhe termination of the agreement,
which 1s in 2005.

MR. SLEMKEWICZ: That's correct. |

COMMISSIONER DEASON: Okay. Is that the parties’
understanding as well?

MR. LITCHFIELD: That's correct.

CHAIRMAN JABER: Mr. Shreve?

MR. SHREVE: Yes.

CHAIRMAN JABER: A1l right. Finally, Staff, we heard
Mr. Wiseman's remarks. Do you have any concern that you didn't
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on your discovery? The parties have represented that actually

lithere's adequate discovery and adequate information in the

case. I want to make sure that Staff agrees with that.

MR. MAILHOT: I believe the company has provided
responses to all of our questions so far.

CHAIRMAN JABFR: And, Staff, if I've done my math
correctly and understand the revenue sharing mechanism, it's
actually a continuation of the revenue sharing plan that has

. Ibeen existence, in existence that will expire April 15th of

this year. And do you have any idea of what that equates to in
dollars at the end of 20057 How big of a revenue refund, rate -
refund are we talking about for the consumers of the State of
F1or1da at the end of 20057

MR. MAILHOT: ‘Beginning 'in Aprﬂ of 20022

CHATRMAN JABER: Yes.

MR. MAILHOT: Roughly, <if you add in the widcourse
correction, it's probably to a billion dollars over three and
three-quarters years. ‘

CHAIRMAN JABER: Dale, I can’t hear you.

MR. MAILHOT: It's probably close to a billion
dotiars over three and three-quarters years in total.

CHAIRMAN JABER: Commissioners, those are all the
questions I have ri’ght now. Any questions?

COMMISSIONER DEASON: Madam Chairman, I have just a
few questions concerning the agreement and Staff's
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recommendation, more, I think, clarification than anything
else. If now is the appropriate time, I can ask those
questions.

CHAIRMAN JABER: Absolutely.

COMMISSIONER DEASON: Okay. I'l11 direct this at
Staff and then, if I need further amplification, I'11 address
it to the parties. But I'm looking at the agreement itself,
which is Page 14 of the recommendation, and I'm looking at
Paragraph 12. And this is, this concerns amortization expense
that's recorded as an offset to the investment tax credit
interest synchronization adjustment.

I just need further understanding. Exactly what,
what does this accomplish and what's the reason for it?

MR. MATLHOT: Items 11 and 12 actually are very old
items from the company's last rate case, and they should have
been or they should be addressed at the time of the company’s

IInext rate case. And this is really, it's somewhat of.a cleanup

item for something that they've been recording for the last
probably 15 years at least.

COMMISSIONER DEASON: So this is something that if we .
had actually taken this matter to hearing, this would have been
something that would have been accomplished, at least it would
have been Staff's recommendation to have accomplished this in
the final order?

MR. MAILHOT: That's correct.

FLORIDA PUBLIC SERVICE COMMISSION
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COMMISSIONER DEASON: Okay. The, the other question
I have, I guess this is probably more appropriately addressed
to the company, and it has to do with the ability of the
company to, to book credit amounts to the depreciation expense
up to $125 milTion per year. And we got, just got
clarification as to how that would work during the, during the
duration of this agreement.

I, I can understand the necessity for this. It gives
the company some, some flexibility. This agreement is over a

Jinumber of years and you cannot Took into a crystal ball and

know exactly what's going to transpire during that period of
time. I guess it gives the company some ability to have some

_ consi stency and stabilize earnings, if necessary.

I guess my question, I guess I'm Tooking for some

llassurance from the company, is that this provision will not be
Hutilized unnecessarily. I think that I'm looking for a

commitment that the company will continue its, its stellar
track record in the past of being efficient in managing their
company effectively to the benefit of its stockholders and 1ts
customers and that these amounts will not be utilized unless
necessary. and that‘s the kind of comfort I'm looking for. And
if someone can address that, I certainly would appreciate it.
MR. EVANSON: Well, Commissioner Deason, we certainly
intend to continue to operate the company in the same efficient
manner we have in the past and we certainiy will be making
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every effort to improve operational efficiency and
productivity. And I think that's also inherent in the

liagreement that's giving us that incentive to continue 1;0 do 1it,

number one.
Number two, on the depreciation side, I think it's
likely that we would avail ourselves of that provision probably

to the fullest exterit probably in every year. And I say that
for not, not primarily because of the earnings impact, but also

libecause when we actually compare ourselves, our depreciation

rates to all of our various peers in the industry, it's very
clear that our rates are far higher than most. In fact, they
may be the highest in the industry in terms of the depreciation
rate that we're taking.

So we've done a Tot to do that, we've changed a lot
of policies, and I think perhaps we've gone too far in that
area. We did, as you know, in the '90s under the depreciation,
special depreciation program approved by the Commission take
perhaps an additional billion dollars of special depreciation

fisecondly. And then when we go back and Took at the remaining
Ibook value of our assets, they are extremely low and extremely

low compared to industry averages. The fossil is about, I
think it's almost a fourth of what the industry average is; the
nuclear is about the same order of magnitude. So in a sense
we've significantly -- it appeared to me relative to industry
and also relative to market value, those assets have been very
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highly deprecjated.

And indeed, as you know, when the 2020 Study
Commission was looking at issues of transferring assets out of
rate base untike almost every jurisdiction in the country that
had a concern about stranded costs, the issue that, that raised
in the Commission was really stranded benefit because the
assets are depreciated to that degree.

_ éo. frankly, we think it's appropriate to look at
that depreciation and that, and that this reduction is probably
bringing depreciation to an appropriate level. And since we
will not be having, I believe, not having a fuil review of
depreciation by the Staff during that period, we think the
review probably would have shown that we were overdepreciating.

So it serves a few purposes. but I think it certainly
would serve the'purpose of bringing our depreciatibh more
in-1ine. And I think after we've taken that, to the extent
that we take the full $125 mil1lion, we actually will be in-line
with peer groups. | . .

S0, first, I think we probably will be taking it but,
secondly and most importantly, it will have no impact

llwhatsoever on our intense effort to continue to improve

operations.

COMMISSIONER DEASON: When is, when is the next
depreciatfon study due to be Tiled?

MR. EVANSON: Depreciation study?

FLORIDA PUBLIC SERVICE COMMISSION
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COMMISSIONER DEASON: Depreciation study, yes.

MR. EVANSON: I think it otherwise would have been
filed in 2003. And I believe, the attorneys can correct me, I
believe under this agreement that'll be postponed until --

CHAIRMAN JABER: Ms. Lee, you have the date?

MS. LEE: Yes. The company was granted a waiver tc
file their depreciation study April 30th, 2003, unless there
was a settlement in the rate case, at which time 11 would come
forth that they would come forward.

CHAIRMAN JABER: Come forth when?

MS. LFE: That date would be relooked at, come
forward, it would be a Tot sooner than the April 2003 date.

COMMISSIONER DEASON: So when do we anticipate that
the next study will be due?

MS. LEE: It is my understanding talking with the
company, they can file a study by October the 30th of this

{lyear, recognizing the settlement goes through.

MR. ELIAS: And, Commissioners, if I wight add, we
recognize that one of the explicit terms of the settlement is
that depreciation rates will not change during the term of the
settlement, but we sti1l see validity to the study and getting
the. information and keeping tabs on it on a regular basis.

COMMISSIONER DEASON: Well, I'm glad we're having
this discussion because it's clarifying to me the purpose of
this latitude which is given to.the company that it’s really
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not a cushion to be able to absorb earnings or unforeseen
circumstances. . This is really an effort to get depreciation,
at least in the view of the company, to a Tevel to where it
needs to be. That's what I understand the explanation. Am I
oversimplifying it, Mr. Evanson?

© MR. EVANSON: Well, I think there are two aspects.

That's clearly one, and I think one that otherwise is

overlooked. But the second is certainly it helps, it does
cushion the earnings impact to the company on, Tfrom a
$250 million rate cut.

COMMISSIONER DEASON: I guess what I'm, I'm hopeful
that we can avoid, and it gives me some comfort in your
representation that this is really an effort to get
depreciation reserves, not the rates, the rates stay the same,
get the depreciation reserves in the long-term where they, they
need to be. ' '

We know that if, if we underdeprectiate or
overdepreciate, there has to be corrective measures taken after
the next study. And my effort, I mean, my concérn is try -- I
want the'depreciation reserves to be as accurate as possible.

I want to'hopéfuﬂy évo'ld though erratic changes in
depreciation rates. And I know that this agreement keeps rates
frozen, depreciation rates frozen during the entire period. I
would hope that after the conclusion .of this settlement, if it
is approved, that we would not find ourselves in a situation

FLORIDA PUBLIC SERVICE COMMISSION
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where depreciation reserves are way out of balance from where
they should, theoretically should be. And you've given me the
indication that you think this is a step in the right direction
to get those. actué‘ﬂy to get those, as a positive thing to get
the reserves where they should be.
MR. EVANSON: Right.

| COMMISSIONER DEASON: I'm looking for some feedback
from Staff. Does Staff share that view or does Staff feel Tike
that it's just too unmpredictable at this point to forecast, that
far. ahead as to where depreciati on reserves should be?

MS. LEE: Commissioner, 1 think it's too early to
tell, as the story goes. iy
I am concerned with the company's statement that all

of the sudden their plant is, quote, overdepreciated. My
personal opinion is this reversal of depreciation expense, 1if
you will, 1is a cushion, a management .of, to help them manage
earning. And it's interesting, at least to me, that the prior
stipulation where the company was recording additional
depreciation expense, and I think it was in the magnitude of up
to $100 mi11ion a year din discretionary amortization expense,
and the caveat was that that accelerated amount would not be

{carried forward in the design of depreciation rates. Follow.me

through, you're booking additional depreciation expense, which

Hwould, if it was included <in the reserve, would Tower your

depreciation rate. That stipulation did not allow us to
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include it 1in the depreciation rate design.

Now when it's going the other way, they're going to
credit the, the expense, they want that included in the
depreciation, depreciation rate design next time, which will
Tower depreciation rates even further.

COMMISSIONER DEASON: We have -- under the previous
stipulation though we have accumulated some $170 willion in

. lrecognition of that additional, additional depreciation.

MS. LEE: Right.

COMMISSIONER DEASON: And fhat that's going to be the
first item which is going to be addressed in the flexibility of
the company to book $125 million per year; correct?

MS. LEE: "Exactly. Essentially reversing that out.
Uh-huh.

COMMISSIONER DEASON: Okay.

CHAIRMAN JABER: i:omn‘iss-ioners. any other questions?

COMMISSIONER BRADLEY: Yes, I have a question.

Item 13, and by no means am I encouraging an
increase, but I just need some explanation of Item 13. You
know, one of your service areas is Dade County, and I'm just
curious as to what the impact of Item 13 is going to be upon
your quality of service if, in fact, we have another no-name
storm come through South Florida. What are your plans to, to
deal with that, 1f we have another catastrophic event such as
what we had a couple of years ago?
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MR. LITCHFIELD: We do have reserves. This is Wade
Litchfield on behalf of FPL. We do have a storm fund reserve
which would be used as well as insurance proceeds to finance
reconstruction of any portion of the system that happened to be
taken down by a major storm. We would hope that would be

fisufficient.

To the extent that it wasn’'t and we needed additional
funds, we would make that request of the Commission at that
time. But that is our plan.

We had asked to increase the accrual in the reserve
in the storm fund, but as part of the give and take in the
course of reaching a settlement we had agreed to withdraw a
request in that regard. We feel, however, though that we have
the good faith of the Commission backing us, as well as. to
some extent, the reserves and the insurance proceeds to back us
in those instances.

COMMISSIONER BRADLEY: One other question.

CHAIRMAN JABER: Uh-huh. Go ahead.

" COMMISSIONER BRADLEY: Now this is not going to
result in any layoffs within your labor force, is it? I'm
thinking about the crews that need to be available.

MR. LITCHFIELD: The agreement of the -- the
settlement agreement will not result in Tayoffs, is that your
question, Commissioner Bradley?

COMMISSIONER BRADLEY: Yes. Will 1it?

FLORIDA PUBLIC SERVICE COMMISSION
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MR. LITCHFIELD: Will it?

COMMISSIONER BRADLEY: Yes.

MR. EVANSON: Well, I wouldn't say the settlement as
such would, but we continually and regularly Took at 1mpr:ov1ng
our operations and our productivity. And I'd say over the
whole decade of the '90s we have regularly perhaps made
reductions of one kind or another in personnel; some years
greater, some years not. .

So this, this in and of itself doesn't change that,
although it certainly makes it more cha]]eng'ing to achieve what
people'might consider satisfactory return because there will be
a ‘1ot of pressure on the company to try to make those
satisfactory returns. But we're not going to do it. We're not
going to jeopardize service in any way as a result of that.

COMMISSIONER BRADLEY: Okay.

CHAIRMAN JABER: Just to follow-up, Jjust to drive
this point home, one of the things, frankly, I was jimpressed
with as I went to your service hearings in particular was the
amount of customers that came out in support of FP&L's service.
And only a handful in terms of -- you know, it's all-relative,
I'm sure. But ‘in terms of how many customers you serve, it was
Just a handful of people that were not pleased with your
quality of service. And as I recall, those concerns were
immediately addressed by your staff. and there were a Tot of
concerns with respect to the rate levels.
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But similar to Commissioner Deason, I guess I'm
looking for your assurance that if we accept this settlement at
the end of the discussion, that the good quality of service
that you do provide will not be jeopardized in any manner.

~ MR.. EVANSON: That's absolutely so. And the
agreement that we're entering into is really very similar and
analogous to the agreement that we entered into three years
ago. And I think, as you noted, the quality of service has
actuale improved significantly during that three-year period.
So our intention is clearly to try to continue that going
forward, and this will in no way, signing this, approving this
agreament would 1in no way jeopardize that.

CHAIRMAN JABER: Commissioners, any other questions?

COMMISSIONER PALECKI: I'd just Tike to ask a
folTow-up question to Commissioner Bradley's inquiry. inquiry
regarding the storm damage reserve.

| I recollect that this reserve fund was created after
Hurricane Andrew because it was impossible to get reasonable,
reasonably-priced insurance after that disaster.

Has that situation changed in Florida Power & Light's
territory and do you have a situation now where you can
purchase insurance at a more reasonable rate?

MR. EVANSON: The insurance has improved a littile
bit. Certainly right after Hurricane Andrew you could not get
any insurance coverage at almost any reasonable price. It has
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Jlimproved, but I think the, the econcmics is such that to the

extent you can reasonably build the fund, it's more economic to
do that than to purchase insurance. And what we've tried to do
is get a mix of the two because the insurance gives.you a big

libenefit day one, big coverage day one; whereas, the fund builds

up over time.

COMMISSIONER PALECKI: What is the Tevel of the fund?

MR. EVANSON: So we don't, we still don't have
insurance ﬁ:or-e. the levels necessarily that we'd 1ike or the
rates the way they are. I think now it's about $100 mi1lion of
insurance coverage. At the time of Hurricane Andrew it was
$350 milTion with a premium of about, I believe it was
$3 million, maybe even Tess. It was like a one percent. So
since then the percentage premiums have increased
significantly. '

COMMISSIONER PALECKI: So your situation now is that
you're insured in the-amount of $100 million?

MR. EVANSON: $100 million, $100 million at certain
Tevels.

COMMISSIONER PALECKI: And that's in addition -- ‘

MR. EVANSON: It's kind of complicated because there
are deductibles and then it goes in certain Tevels.

COMMISSIONER PALECKI: And that's in addition to the
storm fund?

MR. EVANSON: Yes.
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COMMISSIONER PALECKI: Thank you.

CHAIRMAN JABER: Commissioner Baez?

COMMISSIONER BAEZ: Just one follow-up on that
because this Section 13 of‘ the -- is Section 13 creating a
right of recovery that didn't exist before? Does the

||agreement, is the agreemeht offering you the ability to come

back and, and recover prudently incurred costs in excess of
whatever the storm reserve was that didn't exist before?

MR. EVANSON: Well, no, it doesn't change, I think.
what was there before. Actually what, what makes the most
economic sense, and I think what we came in and requested some
time ago from the Commission after Hurricane Andrew was, was an
agreement or a rule from the Commission that to the extent that |
there were 1osses, significant losses from the storm, that we
would have the ability to recover them via a clause over a
three-to-five year period. That's probably -- that's more
economic, makes more economic sense, ybu might say, using that
word generally, than it is even to set up a fund.

| But the Commission at that time said that that Togic
made a lot of sense and, to the extent you are short, why don't
you come in and we'11 talk about it then? And I think what
this is doing is continuing that same logic. So there's not a
change in my mind in the substance of where we were before that
provision.

COMMISSIONER BAEZ: Thank you.

FLORIDA PUBLIC SERVICE COMMISSION

ORI PRI A TON. 00094]
A7 W ot ) G il e b B A b




W 0 N O W N

SeeENGEEzREBERRESG

5 RBRR

42

CHAIRMAN JABER: Commissioner Bradiey?

COMMISSIONER BRADLEY: Yes. Just to, not to belabor
the point, but so thén the Commission should assume then that
you have sufficient funds to cover a catastrophic event at this
time in this particular reserve fund?

MR. EVANSON: No. We, we have, we have what we think
is adequate for most occurrences. But I could tell you surely
1f a storm 1ike Hurricane Andrew hit Miami and came right up
the east coast through Palm Beach, there would not be nearly
enough assets in that fund in insurance and it would be a
significant impact to the company, and there's no doubt I would
be here before you asking for some kind of special relief on it
because you could be talking about biliions of dollars in-that
case. |

COMMISSIONER BRADLEY: Okay. ‘

CHAIRMAN JABER: Mr. Shreve, we’ve had some
discussion this morning. Is there anything that you've heard
this morning that changes your opinion or your involvement in
this settlement being, in your opinion, a good settlement?

MR. SHREVE: No, Commissioner, there's not. And I do
have a couple of comments, if I may.

I don't really have any argument or disagreement with
Mr. Wiseman's statements on the issues that he made. As you
know, we come in with what we consider a strong case and put
forth every issue before thi s Commission that we feel is
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Justified and credible. I will have to say we have not always
won on the issues that we have, even though they're totally
Justified, and we always intend to put on that strbng case,
knowing we won't necessarily win on.every issue and certainly-
the company will not win on every issue. So we take that into
consideration.

Our case actually issue by issue would have called
for larger cuts in some issues than Mr. Wiseman's would, and I
think he did a good job in putting those issues together.

Some of the parties filed for less of a rate
reduction than we have in the settlement.. So I think you have
to take it in perspective. If we could get some type of
assurance from the Commission that we could have our way on all
the issues, you'd be surprised what we'd.have.

CHAIRMAN JABER: We'll see what we can do.

MR. SHREVE: But we don't have that assurance.

CHAIRMAN JABER: We'11 see what we can do for you.

MR. SHREVE: Well, I appreciate that, and y'all have
done well. You've provided us an opportunity here to file and
get the discovery. And on the discovery, we, of course, have
had some arguments with Florida Power & Light, as we do with
all the utilities on the discovery, sometimes they're things
that we think we might.be entitled to that they might disagree
and we come to you and have those straightened out. And I
think we have, we've certainly had argmnents in this case., I

FLORIDA PUBLIC SERVICE COMMISSION

OPC-LFE-LAWTON-000043




W W0 ~N O3 N e

|
=

M.
think we've availed ourselves of the procedures and done well
and had good cooperation with some disagreement on what we
should have.

Back to the point about the issues. - We understand
that and we'11 always continue to put forth the strongest
credible issues we can.

The Commission is not, does not lose any authority in
this. As you know, and the parties have discussed this, we do

not take away any of your authority to bring Florida Power &

Light back, if you deem to at some time in the future, just
Tike you did this last time. And Mr. Wiseman may have done the
wise thing -- that's a bad pun -- the correct thing here. I
mean, the other parties are bound by this that have signed on.
the stipulation. Mr. Wiseman has not, so the Hospital
Association, I think §f they decided they wanted to pursue
something in addition at a later time, they could. I don't
think they're bound in some ways the same way the other parties

||are.

Just to go into a 1ittle of the logic or background
of this agreement and possibly some other agreements. And, you
know, we've had quite a few stipulations that have come out. I
guess the first really -- now we started having stipulations
with some refunds in cases before basically on overeém'ings.
Then we moved into really an incentive-type stipulation with
Bell was the first really large one where we had a $300 million
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rate cut with refunds that amounted to over, over $300 million -

during the four-year term of that agreement.

We then tailored things differently with Florida
Power & Light and with Gulf in the last one because I think
using the revenue as a measurement rather than ROE, it puts the
customers in a position to benefit from the funds while putting
the company, of revenues, while putting the company in a
position to go ahead and take advantage of whatever
efficiencies that they can. And even -thou'gh they do that,
where in the past we might have had an argument about ROE, we
don't have that argument because we're dealing with revenues.

Some of the reasons that we're able to get the
decrease in the last case was because of the write down of the
assets which you had going on for several years. We were able
to take.advantage of that and.that's the reason we were able, a
large part of the reason we were able to get the decreases we
were last time. |

I think that the settlement last time where we
received all the benefits on a revenue basis put the company in
a position to better manage, to be more efficient, while not
taking away any of the service oversight that you have, they
sti11 have to tow the mark on that and everyone expects that,
but they had to be more efficient, cut costs. And by tailoring
the agreement the way we did, we now are able to take advantage
again at this point of those same efficiencies that were caused
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by the Tast agreement. And I would Took forward to this
happening in the future.

The Commission does not have the authority to order
refunds except in a situatjon where we have an interim rate
decrease, we come in and put the order in and get the stake in
the grounds. If you could come in here and order that the
company refund everything above the top of the range, I would
accept it in a minute and it would be great, but you don't-have.
that. |

In this situation we have what I consider a very
Targe justified rate cut. The company’'s filing after 9/11,
which really impacted this case and Florida Power's case. we
had to take that into consideration because revenues dropped
and their estimates dropped by over $100 million. We had to
take that into consideration.

Now what we've done is got a large increase here with
a safety net for the custoniers because if the, if we've left
money on the table, tﬁose sales come back, then we are going to
share in that two-thirds or a certain part of it and then get
everything back above that. This 1s one reason to tailor
agreements because you don't have that authority, and we can do
that, give the company some comfort and certainly give the
customers and all of our parties some comfort there. And
that's one of the reasons that I feel-to go forward with a
settlement because we're in a position to go ahead and work
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Hthings both ways, where in your situation you could come out,

have a rate cut ordered, we'd have a bottom of the range, top
of the range, and the only way we'd get any money out of them
Tater is to bring them back in, bring them down to the top of
the range with another rate case. This way we're going to be
able to participate in that so that the rate cut is not the end
of it. If it is the end of it, then it means we probably got
as much as we possibly could have gotien under the
circumstances and they didn't bring anything else, didn't have
anything else fall out on the table and we didn't leave
anything there.
) CHAIRMAN JABER: Mr. Shreve, also just on that point,
in terms of the rate case expense to go forward with a
proceeding, what was the company asking for in terms of
recovery for rate case expense? Do you recall?
" MR. SHREVE: I don't recall and it had not been

completed, as I understand -it.

CHATRMAN JABER: FP&L, can you give me a number?

WR. SHREVE: $10 to $11 mi11ion, which -

CHAIRMAN JABER: $10 to $11 miTlion in rate case
expense.

MR. SHREVE: Yes. Rignht.

CHAIRMAN JABER: So in terms of going forward with a
proceeding, it's the retail customers that pay the cost of
Titigation.
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MR.- SHREVE: That's correct in all of the cases, not
Just the power case. But that's right. And that would-have

-continued to increase. And, of course, that's 'someth'ing the
Hlcompany is going to have to eat at this point.

So 1ike I say, I understand Mr. Wiseman's positions.
We had positions that would be comparable, not less in any

WIsituation. Some of the other parties accepted our position,

some: of the other parties ‘came in actually with Tower than we
have in the final settlement.
So I'm very pleased with the settlement. I

Hunderstand .where Mr. Wiseman is coming from. I don't think he

is precluded from bringing any actions in the future. as
certa'in1y;the Public Service Commission 1s not precluded and
you can do whatever you feel is necessary at any time. And we
feel -- I feel that this is a good result.

CHAIRMAN JABER: Staff, I want to ask you the same
question 1 asked Mr. Shreve. Is there anything you heard today
that changes' your recommendation? |

MR. MAILHOT:. No, there's not.

CHAIRMAN JABER: Okay. Thank you.. -Commissioner
Bradley, did you have a question?

COMMISSIONER BRADLEY: 1I'd like to make a motion.

_ CHAIRMAN JABER: Okay. Let me set the stage for the
motion, 1f you don't mind.

COMMISSIONER BRADLEY: Okay.

FLORIDA PUBLIC SERVICE COMMISSION
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CHAIRMAN JABER: Commissioners, I don't know what the
motion will be and I certainly don't know what the vote will be
at the end of the day, but I want to bring us back to how we
started this proceeding and have that be part of your
consideration and just sort of make a bare statement before we
conclude. .

When we initiated the proceeding, I want to take you
back to what the circumstances had been, there was an interim
report coming out of the Energy Comnission that made certain
recomnendations and asked the Commissijon certain questions
that, frankly, we could not answer because it had been a number
of years since anyone looked at FPL's base rates and their
earnings levels. That's one factor. .

There was the.discussion of a Transco, original
transmission organization, but a broader RTO, and we couldn't
with comfort understand what the cost of transmission would be
and the impact on the retail ratepayers. There was the
discussion of a -merger that subsequently failed, but we wanted
to understand where the efficiencies were to be gained by the
retail ratepayers and what benefits should be flowed through to
the retail ratepayers. -

And finally I .kncm as one Commissioner I had heard
many, many complaints and received many, wany E-mails related
to what FP&L's rates were. And you may recall, we just felt
Tike that had gone on too long and it was time for the PSC to
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take action and we did. And we set the course of initiating a

. proceed'lng and our Staff has done a tremendous job in gathering

the data and giving me personally a comfort Tevel that we have
thoroughly reviewed where the base rates are now and are
comfortable with the settiement.

The merger has failed and I know that we've looked at
where those efficiencies are and where the benefits to the
retail ratepayers belong and how incentive-based approaches can
accomplish what we were trying to accomplish from day one.
That's sort of the historical perspective that I've had to come
back to 1n analyzing this settlement. It's easy to get excited
about a settlement bmausé it closes out a proceeding. It's
very, very easy for me to get excited about a good settiement

fithat I know benefits Florida citizens at the end of the day

because not only does it put money back in their pocket,
especially after September 1lth and tough economic times, but
it gives us comfort in answering their questions, it gives us
comfort in saying to them quality of service at FP&L s good,
and it gives me comfort in saying all the parties, but for one,
and that's oka_v. have come o the table, the consumer advocates
have come to the table and represented that this is a good
settlement on the behalf of the citizens of the State of
Florida.

Commissioner, you have a motion?

COMMISSIONER DEASON: Madam Chairman, if you could
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indulge me Tor just a moment before the motion and, piease,
Comrissioner Bradley, if I may.

I'm not going to make a motion but I just want to say
something. And I, I think that -- and Tike you, Madam |

JIChairman, I don't know what the motion is going to be or what

the vote is going to be at the end of today. But I think
that -- I thinK this Commission -- to some extent, the
Commission and obviously the Staff should recognize that in
order for a settlement to be brought forward, regardiess of
whether this is voted up or down, but for a settlement to be
brought forward, I think it speaks volumes on the effectiveness .
of regulation in this state because I do not think that unless
regulation is strong and effective, yet fair, you've got to
have those, that's a prerequisite for the parties to feel
comfortable coming forward with even proposing a stipulation.
And if this Commission was predisposed to favor one side or
another, I don't think we would evér see a settlement. We'd
always be in a hearing mode and we'd be making decisions that
way. And that's not a bad thing, but' I think settlements offer.
a lot. I think they offer parties the ability to be
innovative, look at things in a different Tight and provide
flexibilities that in a very strict regulatory role sometimes
we're prohibited from doing. '

So I think the fact that the parties have brought
forth a settlement is a very positive thing. I think it speaks }

[
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well of the regulation that exists in this state and has
existed for a period of time, for a long period of time. I
think this Commission has been cognizant of the changes that
have been happening in the industry. We have tried to be
forward Tooking.

Florida Power & Light approached this Commission
years ago with the idea that there were a number of assets on
their bocks which really did not betong there as we approached
a more competitive enviromment, and I think this Commission
took action to try to recognize that and eliminate those
regulatory assets off the books. We also looked at their,
their depreciation levels and determined that the amount of
depreciation and the reserves needed to be Tooked at and to be
more reflective of companies that may be entering into a
competitive environment. '

To some extent I'm comforted by the fact that
apparently we've reached our goals because the company now is
saying that, if anything, they may be in an'over'ly depreciated
state, and I guess that's where the flexibility comes in to, to
address that. '

I think Mr. Shreve has indicated that.we certainly
retain our full ability to, to maintain our jurisdiction over
the_quality of service of this company. And I. I recognize
the, the improvements that have been made, that Mr. Evanson
identified, and that we as a Commission, I think, would expect
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that that high quality of service continue. And I think we've
gotten an indication from the management that it is their
desire to not only maintain but to constantly strive to improve
the quality of service that's provided to their customers.

So I, I also want to reiterate something that you
said, Madam Chairman, and it's something that is {1dentified in’
the, in the “whereases" to the stipulation, and that 1s the
fact that there has been a full set of minimm filing
requirements filed in this proceeding, there has been
comprehensive testimony filed, there's been extensive
discovery. I think that-this, if this settlement is approved,
that 1t is consistent with the 1dea that we have conducted a
thorough rate review for.this company. And I think it would be

Hunfair to say that this Commission has not conducted a thorough

rate review for this company because we would have. I think
that all of the +information is there.

There's one other thing that I would Tike to mention,
too, and that {s. that parties, when they present thelir, their
positions to the Commission, I think that they, they take firm
positions and they do a very credible job advocating for their
particular clients and their pcéitions. but it's advocacy. And
I don't think anyone really fully expects that when they file
testimony, that they’'re going to win on 100 percent of every
position that they filed. And that goes for 1ntervehor's as
well as the company. And I think that what we as a Commission
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need to do, we need to balance what we have here in front of
us, the certainty that it brings and the immediate benefits
that it brings with the uncertainty that may be the result of a
full, a full hearing. So those are my comments.

CHAIRMAN JABER: I think we better take statements
before we take up the motion. So, Commissioner Baez, let me
defer to you for the next statement. But let me also recognize
that you are the brehearing qfficér on this case and, absent.
your leadership, not to take away from the effori:s of the
parties, the tremendous efforts of all the parties, but if it
wasn‘t for your leadership in bringing this case forward in the
time scheduling .that you have and with the insistence that you
have that the issues be clearly defined and that all parties
have an opportunity to present their prefiled testimony in the
fashion that they did, I don't think we would have gotten that
far. So I'd take an opportunity to commend you and also
recognize you for comments.

COMMISSIONER BAEZ: Thank you, Madam Chairman. On
time and under budget, I guess.

CHAIRMAN JABER: Overworked and underpaid.

COMMISSIONER BAEZ: Overworked and underpaid. We
don’'t even have to talk about that.

You know, Tast night I was thinking about, you know,
how all this was going to happen and what I might have to say
about it. And I think when we opened the docket, I guess it
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was back in July, June or July, I, I thought I might have
detected a tinge of nostalgia over the opening of some kind of
rate review. And I reaiized that that was just a cold chill
that -- I think back about Scrooge, you know, the ghosts of
rate cases past and so on.

Going back to something that Commissioner Deason had
said, which I think really expresses how I feel about this, I
think, you know, he makes the point that we do have a complete
record, and I think that in and of itself sort of expresses
what, what kind of role this Commission, this new Commission,
as the Chairman Tikes to say, has tried to carve out for
itself. And I think that's. that's a sh'ln'ing_ example of it.

And at this point I want to compliment the Staff.
I'm not given to do this, I'm not given to doing this publicly,
but I have a 1ot of residual guilt, so I want to, I want to say
it out Toud.

| Y'all have been terrific with this. Whatever nice

things the Chairman said abodt me 1 owe all to you because
you've kind of, you've always been there to answer my quéstions
and, and to tell me, tell mwe your, your reason, thoughts on, on
certain issues, and I think that in large part has béen a
reason why this thing, you know, this, we've gotten to this
point today. '

Again, going back to what Commissioner Deason said,
we don't get negotiated agreements if we don't have complete
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Jjrecords, if our Staff and the Commission hasn't sought out to

let's Tay the issues bare and let's give everyone a, a
well-Teveraged position to negotiate with. I think that's, I
think that's crucial to this, to this part. And what it really
all adds up to is a Tight touch of, of regulation, and I
commend the Staff and I commend the rest of the Commissioners
for that as well.

' let's not forget this lesson. Let's not forget 'this
feeling, because I think it can do us all some good. This is
the way, certainly from my perspective this is the way that I
would Tike things to proceed. And obviously nothing --
everything didn’t go perfectly and there's always some, some
aspects of processes and aspects of dockets and how, how the
parties work together that we can always look to improve, but I
think we can all be prowd of ourselves to this result. And I
guess everybody has been disclaiming the result of a vote and
so on, and I'11 join them in that as well. But I think the
fact that we have a product that certainly a majority of the
participants have stood up and said they're proud of, that they
think is a good result certainly comforts me.

For one, I know how hard Mr. Shreve goes at it, so,
so the fact that, that his -- simply put, his opinion means a
Tot on this because he does such a good job of representing the
ratepayers. And certainly the company coming forward in a
reasonable manner and also endorsing this agreement gives great
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comfort as well. And I'd Tike to get a motion on the floor to
join. I want to thank you ail. .
CHAIRMAN JABER: I think Commissioner Palecki wanted
to make a statement. | '
COMMISSIONER PALECKI: I have Jjust a very brief
statement. First, I'd Tike to thank all of the parties and our

Staff for the hard work that they've done in this docket. This ]

has been 3 very thorough, comprehensive and exhaustive review
of Florida Power & Light's operations. And I believe as a
result of the thoroughness of the discovery that was done in

this docket the parties were able to negotiate from a position

of strength. And I believe that's why we're here today with
what I think is a very favorable settiement.

I'd Tike to reiterate something that Chairman Jaber
pointed out earlier. We went to seven customer service
hearings in seven different communities and heard from the
customers of Florida Power & Light in those communities, and we
heard very few negative comments. Most customers who attended
those customer service hearings testi fied as to the high
quality of service they were receiving from Florida Power &
Light. ‘I know that what we heard at the customer service
hearings is also borne out in the level of customer complaints
that we receive from Florida Power & Light. They have been
very low. And this is something.that hasn't aTways been the
case. Five, seven years ago the quality of servif:e was not
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what we see today, and Florida Power & Light is to be commended
for showing tremendous improvements in the quality of service
in their territory. I know our own data that we collect from
the utility shows that the Tevel of outages and irmterruptions
to Florida Power & Light's customers have decreased over the
Tast five years.

I believe that Florida Power & Light has shown that
they are an effic'ilent, well-run company providing Tow cost,
high quality service, and I believe that the ratepayers of the
State of Florida will benefit from this settlement.

CHAIRMAN JABER: Thank you, Commrissioner Palecki.

Commissioner Bradley, we're going to let you make the
motion. I hope you make the right one.

MR. LITCHFIELD: Madam Chairman, if I might before
that happens. . |

CHAIRMAN JABER: Go ahead, Mr. Litchfield.

MR. LITCHFIELD: For purposes of clarification, we
have two requests before the Commission today. One, to ask

[l that you accept and approve the, the stipulation and settlement

agreement, -and the other, to implement the midcourse correction
in the fuel adjustment clause. .
CHAIRMAN JABER: Right. Those are Issue 1 and

Issue 2 respectively, i I'm not mistaken. Yes.

MR. LITCHFIFLD: Yes. Thank you.
CHAIRMAN JABER: We're voting out the recomendationa
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Commissioner Palecki, would you 1ike to make a motion on each
issue or do you want to do it in one?

COMMISSIONER DEASON: Commissioner Bradiey.

CHAIRMAN JABER:. What did I say?

COMMISSIONER DEASON: Palecki.

CHAIRMAN JABER: Okay. Commissioner Bradley, do you
want to make a motion on everything?

COMMISSIONER BRADLEY: I'd 1ike to make a motion on
everything in block.

| But, first of all, let me say this, with all due
respect to the Florida Hospital Association, it's very unusual
to have nine parties.come together and to have everyone agree.
It's exceptional when you have eight of nmine agree to the
proposed stipulation and agreament and to come in here today
and to be willing to sign that document.

Having served in the Florida Legislature for many
years and having dealt with many issues that were very, very
contentious and in some instances debated for long periods of
time, I grew to have a vast amount of respect for Mr. Paschall
and, and Mike Twomey. And believe you me, if they agree to the
settlement, it must be good for, for the ratepayers and the
consumers of Florida because I don't think I've ever had them
agree to, to anything that I've listened to debate about
because they were dead set against some things that were
involved in the process and they let it be known. So that in
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itself sends a strong message to me.
~ Mr. Shreve, I can tell you that your reputation
preceded my first meeting with you and me getting acquainted

with you. You have a reputation for working to ensure that the }-

ratepayers of Florida get a fair shake in every proceeding.

| That's, these -~ just to have these three people here
today saying that this is a good agreement or a good situation
for the ratepayers of Florida sends a strong message to me and
hopefully it sends the same message tc my counterparts on this
Commission.

Therefore, what I would Tike to do is this. I would
1ike to support Staff's reconﬁendation. and that is to have the
Comrission enter a final order today in block taking in both
issues. And I would urge my fellow Commissioners to vote with
me to, to, in support of that final order.

CHAIRMAN JABER: Thank you, Commissioner Bradley. We
have a motion.to accept Staff’s recommendation to approve the
proposed stipulation and settlement in Issue 1, and a motion to
accept Staff's recommendation to approve FP&L's petition for
adjustment to its fuel adjustment factors as contained in Issue
2. and a motion to close this docket by final agency action in

"IIssue 3. Need a second.

COMMISSIONER PALECKI: I would second the motion.
CHAIRMAN JABER: The motion and a second. All those
in favor, say aye.
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(Simultaneous affirmative vote.)

CHAIRMAN JABER: Show Item 12A, Staff, approved
unanimously. That concludes this agenda conference.

MR. ELIAS: There is a fourth issue with respect fo

CHAIRMAN JABER: Ch. After close the docket?

MR. ELIAS: 1It's a fuel docket. ;

CHAIRMAN JABER: And, Commissioner Bracﬂey. your
motion included keeping the fuel docket open?

COMMISSIONER BRADLEY: Yes.

CHAIRMAN JABER: And we had a second to that and we
voted unanimously, Mr. Elias. Thank you.

I want to take an opportunity to congratulate all the
parties and to thank you for your tooperation in bringing this
all together.

Mr. Shreve, I wanted to close in particular with you
by telling you you are far too humble in your efforts. You are
an outstanding public servant and I congratulate you in
particular. '

FP&L, 1 hope. other companies take your Tead. And,
also, now that I know that you are capable of coming to the
table, guess what? 1I'11 expect it over and over again. Mr.
Shreve?

MR. SHREVE: Commissioners, 1f I may, and now that
tha vote has been takgn, this certainly can’'t be intended to
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sway anyone. I wanted to tell you that I think this
Commission, all of you, thank you for your remarks, Mr. Bradley
and everyone, this result is in Targe, large part to your
credit. And the Staff of the Public Service Commission has
worked very hard on this. A1l of the parties without exception
have been a pleasure to work with and worked diligently. Paul
Evanson, Bil1 Walker and Bi11 Feaster (PHONETIC) have been
great to try and, although we didn't always agree, negotiate a
settlement with,

And I would Tike to last, we have a relatively small .
staff, but Roger Howell and Bi1ly Dee Swith, you couldn't
believe the work they put in and what they accomplished. Thank
you.

MR. EVANSON: Could I add my -~ could I echo Mr.
Shreve's comments? I think it was, this is a fair settlement.
give and take on all sides, but I'm especially pleased that it
continues incentive-based regulati on in the state that Jack and
FPL and the Comnission and the Staff have really supported. I
think it makes Florida a model for how states ought to regulate
wires companies and I think 1t's a giant step forward. And I
thank the Commission and I thark the Staff for all its
constructive work and being part of this process, and we really
have enjoyed working with you, with all of you. Thank you.

CHAIRMAN JABER: Thank you, Mr. Evanson.

MR. SHREVE: And although I would 1ike to have had
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him have the last word --

CHAIRMAN JABER: I think Mr. Twomey should have the
1ast word.

MR. SHREVE: He usually does.

I would 1ike to say that -- one thing I had wanted to
mention. This is a $600 million rate reduction since ‘99 with
hundreds of milTions of doilars of refunds and more to come,
and I don‘t know of any utility in the country that has |
accomplished this and I don't know of any Public Service
Commission in the country that has accomplished this and you're
to be congratulated. |

CHAIRMAN JABER: Thank you, sir. We're done. Go
home . _ '

(Concluded at 10:05 a.m.)
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Docket No. 090079-E1
Witness Daniel Lawton
Late-Filed Deposition Exhibit-2
9-15-09

EXAMPLES OF COMMISSION FLEXIBILITY IN DEALING WITH
RESERVE SURPLUSES AND DEFICIENCIES

1. Docket No. 820449
Order No. 12290
Date: July 22, 1983
Company: Southexrn Bell
In this docket, the Commission noted that Southern Bell’s reserve deficit was $265.6
maillion on a composite basis. The Commission order stated:
“We are ordering two amortization schedules for use in recovering the
reserve deficit. That portion of the deficit that is attributable to changes in
prospective life and salvage values is to be amortized over the composite
remaining life of the embedded plant, which is estimated to be 16 years. That
portion of the deficit that is attributable to past incorrect estimates of life and
salvage factors and historic technological change and growth should be
recovered over a shorter period. Therefore, we are ordering a 5 year
amortization period for this portion of the deficit.”

2. Docket No. 810210
Order No. 12147
Date: June 17, 1983
Company: Florida Telephone

In this Florida Telephone docket, the Commission, instead of ordering a refund to
customers for attrition, ordered the company to book the excess revenues to the
depreciation reserve for central office equipment. During this same time period, the
Commission ordered the same action in Docket No. 810211, United Telephone and
Docket No. 810252, Orange City Telephone.

3. Docket No. 830268

Order No. 12866

Date: January 12, 1984

Company: Indiantown Telephone Company
The Commission used the same Ianguage used in its other telephone depreciation
dockets in that era:

“Because we have determined that new depreciation rates are appropriate,
we must also provide for the recovery of the difference between the current
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reserve levels and what the reserve levels should be using the new
depreciation rates. We have calculated the net reserve deficit to be $126,460
on a composite basis.”

The Commission ordered a 15 year amortization of $104,475 and a five year
amortization of $21,985.

4, Docket No. 830344
Order No. 12873
Date: January 12, 1984
Company: Vista-United _
In this docket, the Commission noted that it had observed, in the Vista-
United proposal, the first telephone depreciation sarplus. It ordered Vista,
which exclusively served the Disney complex, to amortize the surplus over
the composite remaining life of the associated investment.

5. Docket No. 830370

Order No. 12587

Date: January 10, 1984

Company: United Telephone
The Commission ordered elimination of a $36 million reserve deficit by ordering
two amortization schedules. The first amortization amounted to $3.7 miflion over a
13 year period to recover “that portion of the deficit that is attributable to changes
in prospective life and salvage values.” The second amortization period was set at
five years to recover $32.4 million, which was “that portion of the deficit that is
attributable to past incorrect estimates of life and salvage factors and historic
technological change and growth.”

6.  Docket No. 820545

Order No. 12654

Date: November 3, 1983

Company: Central Telephone
The Commission ordered Centel to amortize over 5 years the historic reserve deficit
of $9.1 million and ordered a new reserve deficit of $2.1 million to be recovered over
13 years. '

7. Docket No. 820477

Order No. 12864

Date: January 12, 1984

Company: North Florida Telephone
The Commission used the same approach and language as it used in the Indiantown,
Vista-United, United, Centel and Southern Bell depreciation cases by restating the
reserves and ordering two separate amortization schedules. The Commission order
a 13 year amortization of $608,002 and a 5 year amortization of $3,721,295.

8. Docket No.: 840086
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Order No.: 13494

Date: July 9, 1984

Company: Gulf Telephone Company
Consistent with its 1980°s treatment of reserve surpluses and deficiencies among
telephone companies,The Commission ordered Gulf Telephone in this docket to
separate its $115,874 reserve surplus into the historical component amounting to
$43,543 to be amortized over 5 years and a future reserve surplus component to be
amortized over 14 years in the amount of $72,321. The Commission stated in this
order:

“By allowing the Company to separately amortize the reserve surplus, we are
bringing the booked reserves for the accounts up to the theoretical reserve.
Therefore, the rates for the embedded plant are the same as the rates for new
plant,

9. Docket No.: 830582
Order No.: 13528
Date: July 19, 1984
Company: Miller Gas Company
In this 1984 gas docket, the Commission again calculated the historic reserve
deficiency for Miller Gas amounting to $3,143 and order a 5-year amortization of
$3,143, while ordering a 20-year amortization of future changes in prospective life
and salvage values amounting to $15,881. The Commission noted in this order:
“By allowing the Company to separately recover the reserve deficit, we are
bringing the booked reserves for the accounts up to the theoretical reserve.
Therefore, the rates for the embedded plant are the same as the rates for new
plant.”

10. Docket No. 810100

Order No. 12356

Date: August 12, 1983

Companies: Florida Power and Light & Florida Power Corporation
The Commission, in this docket, separated nuclear decommissioning expense that
was previously recovered via the negative salvage component of nuclear plant
depreciation rates by ordering new nuclear decommissioning accruals for both FPL
and FPC effective October 1, 1983, In refusing to consider Public Counsel’s
proposal to not change the acernal rates until each of the Companies® next rate case,
the Commission stated:

“We intend to adhere to our earlier finding that continuing rates at their
present levels simply exacerbates the inequity involved in allowing current

“customers to share in the benefits of nuclear power without bearing their fair
share of the costs.”

The Commission ordered both companies to include reserve deficiencies due to
prior anderaccrual of decommissioning expense through the 1983 fuel clause
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docket, until the next rate case could increase the accruals to their appropriate

levels.

11.

Docket No. 810100

Order No. 13427

Date: June 15, 1984 ‘

Companies: Florida Power and Light & Florida Power Corp.

The Office of Public Counsel moved for reconsideration of Order No. 12502, dated
September 14, 1983. In this 1984 order the Commission rejected OPC’s motion that
was based on the presumption that (1) the Commission may not adjust rates absent
evidence and a finding regarding a utility’s ROE, (2) that the Commission had
engaged in retroactive ratemaking, and (3) the Commission allowed the utilities to

bill too soon.

The Commission order includes the following quotes:

12.

“This was a dollar for dollar recovery, such as the fuel adjushnen£ We
simply sought to adjust rates for a specified identifieable expense, just as it is
donge in the fuel adjustment.”

“Establishing a funded reserve and revising the accrual created a
proper recovery of decommissioning expense on the utilities* books,
but it didn’t by itself match cost-causers with the costs they cause.
Fairness dictates that those receiving services and imposing costs be
obliged to pay those costs, instead of placing the risk of recovery on
other ratepayers who may not get service from the nuclear uniots.
Changing rates paid for service is necessary to place the cost on the
cost-causer.”

“We made references to revenue deficiencies in our order, not to
identify the revenues to which the atilities were entitled, but to

.identify the costs for which current ratepayers are responsible.”

“We determined that a further delay in changing rates to recognize
the responsibility of current ratepayers to pay the full cost of
operating the nuclear generators simply continued on already unfair
situation.

“We determined that it was unfair that current ratepayers were not

paying their full share.

“We choose to allow the utilities to recover their revenue shortfall
over a six month period.

Docket No. 840045
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Order No. 13538

Date: July 24, 1984

Company: City Gas Company of Florida
The Commission, in this docket, used its same principles as stated in the Miller Gas
case by ordering a S-year amortization of the historic reserve deficit amounting to
$239,669 and a 24-year amortization of $675, 987.

13.  Docket No. 8400158

Order No. 13624

Date: Aungust 27, 1984

Company: United Telephone of Florida
This docket was initiated on the Commission’s own motion in order to consider
overearnings by United Telephone. The docket was settled by a stipulation that
required the company to book $8.65 million of additional depreciation accruals to
the digital central office equipment account.

14.  Docket No. 830585

Order No. 13681

Date: September 17,1984

Company: Gulf Power Company
In this docket, the Commission determined that the Transmission, Distribution and
General Plant accounts had a reserve deficit of $7,589,000 that the company was
required to amortize over a 19 year period as a separate subaccount and the
company was required to restate the reserves on each account.

15. Docket No. 840052

Order No. 13918

Date: December 14, 1984

Company: St. Joseph Telephone
The Commission ordered St. Joseph Telephone to amortize the historic reserve
deficit of $529,002 over a one year period, stating, “Although we have in recent
represcription cases allowed the amortization of the historic deficit over a five-year
period, we agree with the staff that in this case a one-year write-off period for the
$529,002 is appropriate. Based on an analysis of the Company’s projected 1984
earnings....it appears that the company will be able to absorb this additional
expense...” The Commission ordered an eleven-year amortization of the
prospective reserve deficit. The Commission required the company to crease a
separate subaccount in the Accumulated Depreciation Reserve to reflect the
amortization of the prospective deficit. The order states:

“Because we have determined that new depreciation rates are appropriate,
we must also provide for the recovery of the difference between the carrent reserve
levels and what the reserve levels should be using the new depreciation rates. The
theoretical reserves we have calculated are the reserves to be brought forward on
the Company books as of January 1, 1984. The book reserve total is not changed by
the restatement of account reserves and netting of the reserve imbalance. By
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allowing the Company to separately amortize the reserve deficit, we are bringing
the booked reserves, by individual account, up to the theoretical reserve — with the
exception of the accounts excluded per the footnote to Attachment 2, Therefore, the
rates for the embedded plant are the same as the rates for new plant.

16. Docket No. 840168

Order No. 13951

Date: December 31, 1984

Company: Central Telephone Company
This docket dealt with the earnings of Central Telephone and the Commission
required Central to book additional depreciation expenses of $16, 233,000 in 1984 in
order to resolve an overearnings dispute between the Commission, OPC and the
company.

17.  Docket No. 840049
Order No. 14929
Date: September 11, 1985
Company: General Telephone

In this docket, the Commission abandoned its previous policy of calculating
historical and future reserve deficiencies separately. The Commission found that
General Telephone had a net reserve deficiency of $32 million and ordered a
restatement of the reserve for cach account to its theoretical amount. The company
was then ordered to amortize the net reserve imbalance of $32 million over a five
year period. In its order, the Commission stated:

“We believe that it is in €he interest of both Gentel’s customers and its
stockholders that the Company’s $32,138,000 deficit be written off in as short a time
as practicable. In this case we find that a five-year period is appropriate. The
Company shall create a separate subaccount in the accumulated depreciation
reserve to reflect the amortization of this deficit.

18.  Docket No. 850662
Order No. 15652
Date: February 10, 1986
Company: United Telephone Company of Florida

The Commission issued this order on February 10, 1986 based on a company

petition filed on October 1, 1985, with new depreciation rates effective January 1,

1985. In this order, the Commission ordered several short term recovery schedules

in order to resolve reserve deficiencies in retiring plant items. In its order relating

to Digital Cirecuit subject to early retirement, the Commission stated:
“Accordingly, we hereby approve the retroactive application of depreciation
rate schedules effective January 1, 1985 to be confinued through December
31, 1988.”
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19.  Docket No. 810035, 820294, 810095, 81020, 816211, 810251, 810252 850064,
820007, 830012, 850050, 820097, 830465, 820100, 830470, 820150, 340086
Order No. 15798
Date: March 10, 1986 :
Company: FPL, FPC, Guif, TECO and Seven Telephone Companies
The Commission, in response to a motion by Public Counsel, ordered refunds of
JDIC revenues based on “interest synchronization” for eleven telephone and electric
companie¢s. The Commission ordered one-time depreciation reserve adjustments by
each of the companies, instead of requiring a refund to customers.

20. Docket No. 850845
- Order No. 15842

Date: March 13, 1986

Company: FPUC
In this 1986 decision, the Commission stated: “On initial implementation of
reserve-sensitive rates, the book reserve often reflects a substantial deficit or
surplus. As a corrective measure, a “historic” portion of this imbalance is
sometimes written off over five years or less.” The Commission, noted a small
reserve imbalance that it ordered to be recovered over the future remaining life
rates.

21. Docket No. 860756

Order No. 16877

Date; November 21, 1986

Company: FPUC
The Commission ordered corrective reserve transfers between accounts in order to
bring the affected account’s reserves in line with their respective theoretical
positions. In addition, the company was ordered to implement a four-year recovery
schedule to cure a reserve deficit in the Other Production Plant account.

22.  Docket No. 850662

Order No. 16879

Date: November 21, 1986

Company: United Telephone
In this docket, the Commission fine-tuned its credits to depreciation resulting from
overearnings and interest synchronization and, in addition, ordered $633,732 from
Bill and Keep proceeds to be booked as a credit to the inside wire reserve deficiency.

23.  Docket No. 851110

Order No. 16963

Date: December 16, 1986

Company: Central Telephone Company
In this docket, the Commission ordered restatement of reserves in order to
eliminate reserve deficiencies in eight accounts and ordered separate amortization
for five accounts ranging from 1 year to four year amortizations,
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24.  Docket No. 860525

Order No. 17022

Date: December 24, 1986

Centel :
The Commission denied the Public Counsel proposal that $10,672,000 of 1985
revenues from Bill and Keep Surplus and other revenues be refanded in its entirety
to customers. The Commission accepted the staff and Centel proposal to book $4.8
million of these excess 1985 revenues to the company’s equal access expenses and
depreciation reserve deficiencies.

25.  Docket No. 861139, 861362, 860674

Order No. 17040

Date: December 31, 1986
. Company: Sounthern Bell

This oxder approved an agreement between staff, OPC and the company to book

calendar year 1987 tax savings up to $54 million to offset capital recovery. In
addition, Southern Bell was required to book an additional $73 million in
depreciation expense for 1987.

26.  Docket No. 860050

Order No. 17061

Date: January 6, 1987

Company: Northeast Telephone Company
In this depreciation docket, the Commission stated that “We have identified those
accounts that have significant sarpluses and transferred the surpluses into those
accounts with large deficits in order to more closely align the booked reserves with
the thearetical reserves for eight separate accounts ranging from tools and vehicles
to circuit equipment,

27.  Docket No. 850250

Order No. 17132

Date: January 26, 1987

Company: Quincy Telephone Company
This order implemented specific depreciation account reserve adjustiments resulting
from 1984 overearnings, Bill and Keep revenues and interest synchronization, The
Commission approved two one-year recovery schedules, four three-year recovery
schedules and one five-year recovery schedule.

28. Docket No. 861151
- Order No. 17134
Date: January 26, 1987
Company: Florala Telephone Company
The Commission ordered reserve transfers between six accounts in order to achieve
book reserves equal to theoretical reserves for each account. The Commission alse
ordered three four-year recovery schedules and two three-year recovery schedules.
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29.  Docket No. 861199

Order No. 17214

Date: February 23, 1987

Company: Southland Telephone Company
The Commission ordered new depreciation rates, effective January 1, 1986, for
Southland, and also ordered three short-term recovery schedules.

30. Docket No. 870085

Order No. 17903

Date: July 24, 1987

Company: Florida Power and Light
The Commission approved revised depreciation rates based on staff analysis that
were higher than those proposed by the Company. In ordering corrective reserve
transfers, the Commission stated:

“The goal of reserve-sensitive rate design is to reconcile the asset investment
not yet recovered through depreciation expenses to the time remaining in which to
collect it....The camulative effect of prior rates and allocations has resulted in
surpluses in some accounts and deficits in others....we find that reserve transfers
should be used to correct deficits in the accounts with relatively short remaining
lives. The reserve imbalances outlined above can be corrected using reserve
adjustments related to the interest synchronization of Job Development Investment
Tax Credits. The Commission also ordered two short term recovery schedules due
to early plant retirements.

31. Docket No. 861512

Order No. 17564

Date: May 20, 1987

Company: Gainesville Gas Company
The Commission ordered new depreciation rates for Gainesville Gas and a
restatement of reserves in order to eliminate one deficiency.

32. Docket No. 861618

Order No. 18029

Date: August 24, 1987

Company: Southern Bell
The Commission authorized new depreciation rates as recommended by Staff for
Southern Bell i this docket, including $536 million in amortizations to cure reserve
deficiencies that were ordered to be booked over various time periods ranging up to
a maximum of 3 years. The most significant of the amortizations ordered by the
Commission was a three year amortization for cable asset reserve deficiencies that
were amortized over three years starting in 1987,

33. Docket No. 870108
Order No. 18202
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Date: September 23, 1987

Company: Central Florida Gas Company
The Commission ordered new depreciation rates as proposed by Staff, including
surplus reserve transfers from Cars & Light Trucks, Heavy Trucks and
Communications Equipment into the Mains Account 376 that reflected a reserve

deficiency.
34. Docket No. 870964
Order No. 18642

Date: January 4, 1988

Company: Gulf Telephone
The Commission approved short term amortization schedules for a number of
retiring assets and noted that the historic reserve imbalances would be eliminated in
1988. Referring to its previous depreciation order, the Commission stated,
“Initially, the prospective reserve imbalance was to be amortized over a 14-year
term; however, we now believe its entire balance should be written off over the
period 1987-1989.”

35. Docket No. 871269

Order No. 18736

Date: January 26, 1988

Company: United Telephone
The Company requested a 1997 one-time charge to depreciation of $14.6 million due
to strong earnings posture. The Commission approved the expensing of $12.3
million to eliminate all existing amortization schedules and record the remaining
$2.6 to an unspecified depreciation account. The order stated, “This action will
comply with our policies of correcting reserve imbalances as rapidly as possible and
of accelerating the writ-off of plant identified for retirement earlier than projected
when these goals can be achieved without adversely affecting rates.”

36. Docket No. 870763

Order No. 19138

Date: April 13, 1988

Company: Florida Power Corporation
The Commission ordered the Company to record $11,727,906 from interest
synchronization of investment tax credits to its Fossil Fuel Dismantlement Reserve.

37.  Docket No. 870964

Order No. 18642

Date: January 4, 1988

Company: Gulf Telephone
The Commission restated the reserves of Gulf Telphone in order to reduce reserve
deficits with snrpluses and excess salvage from other accounts.

38. Docket No. 870763
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Order No. 19138
Date: April 13, 1988
Company: Florida Power Corporation

The Commission order the JDIC interest synchronization revenue credits
amounting to $11,727,906 to be booked to the Fossil Fuel Plant Dismantlement
Reserve.

39. Docket No. 871301
Order No. 19783
Date: August9, 1988
Company: Plant City Natural Gas

The Commission ordered reserve transfers to cure various deficits and surpluses in
the company’s depreciation accounts.

40. Docket No. 871266

Order No. 19815

Date: Aungust 17, 1986

Company: People’s Gas System, Ine.
The Commission ordered reserve transfers of seven accounts in order to bring the
actual reserve to the theoretical reserve level for six accounts and reduce the reserve
deficit on the seventh,

41. Docket No. 880053

Order No. 19901

Date: August 30, 1988

Company: Gulf Power
The Commission approved reserve transfers for five plant accounts resulting in a
book reserve equal to the amount of the theoretical reserve. In addition, the -
commission ordered the JDIC interest synchronization credit to be applied to the
reserve deficit for the Transmission, Distribution and General Plant accounts.

42, Docket No. 880860

Order No. 20330

Date; November 18, 1988

Company: United Tclephone Company
- The Commission approved interim booking of three bottom-line reserve
adjustments. The first adjustment was to take $10,000,000 of 1988 overearnings
and book it to reserve deficiencies. The second adjustment was to book an
additional $14,589,704 of 1987 overearnings to reserve deficiencies and the third
adjustment booked $560,000 of tax savings from the Tax Reform Act of 1986 to
offset the cable reserve deficiency. The order also approved the staff
recommendation to book $16,125,182 in additional depreciation expense to 1988
operations in order to eliminate the reserve deficiency in the cable account and it
approved a three-year amortization of a digital switching account reserve deficit.
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The Commission rejected United’s proposed depreciation rates because they did not
reflect the restated reserve positions.

43. Docket No. 880868

Order No. 19438

Date: June 6, 1988

Company: Tampa Electric Company .
The Commission ordered that the company should book $5,820,294 to the
depreciation reserve and an annual true-up of $360,000 attributable to interest
synchrenization “in lieu of a reduction of customer rates.”

44. Docket No. 871397

Order No. 19450

Date: June 6, 1988

Company: Florida Natural Gas
The Commission ordered seven reserve account transfers to align the theoretical
reserves with the book reserve.

45. Docket No. 871413

Order No. 20432

Date: December 8, 1988

Company: St. Joe Natural Gas
The Commission ordered the company to restate sevem account reserves in order to
align the book reserves with the theoretical reserves.

46.  Docket No. 870460

Order No. 20509

Date: December 23, 1988

Company: AT&T
The Commission accepted a stipulation between AT&T and OPC to book $11
million in additional intrastate depreciation expense and reduce MTS and WATS
rates by $1,801,744 annually in order to setile the docket that was initiated because
of AT&T’s 1986 overearnings.

47. Docket No. 871420

Order No. 20560

Date: January 6, 1989

Company: Southern Gas
The Commiission ordered rebalancing of reserves that reflected surpluses and
deficiencies in order to bring account reserves in line with their respective
theoretical positions.

48. Docket No. 990860
Order No. 21598
Date: July 21, 1989
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Company: United Telephone
In addition to confirming the Commission’s prior order to book $16.1 million to a
three year amortization to eliminate reserve deficiencies, the Commission approved
a two year amortization to transfer reserve surpluses from digital switching to offset
deficiencies associated with electromechanical equipment, radio equipment and
circuit equipment.

49.  Docket No. 880203

Order No. 22115

Date: October 31, 1989

Company: City Gas
In this order, the Commission authorized new depreciation rates for Southern
States and in its order, the Commission noted that the amortization of reserve
deficiencies based on the “prospective reserve deficit” should be continued at its
current rate in order to eliminate the deﬁclency within 7 years, rather than the 19
years that was previously authorized.

50. Docket No. 890725

Order No. 22316

Date: December 18, 1989

Company: Florida Public Utilities Company
The Commission authorized new depreciation rates and approved a transfer of a
reserve surplus from Station Equipment to eliminate a negative reserve in
Structures and Improvements.

51. Docket No. 890788

Order No. 22414

Date: January 11, 1990

Company: Northeast Florida Telephone Company
The Commission approved an amortization schedule in order to eliminate a reserve
deficiency in the circuit equipment account.

52. Docket No. 890225

Order No, 22585

Date: February 21, 1990

Company: Quincy Telephone Company
The Commission approved a reserve transfer of a surplus in the Inside Wire
account into the negative reserve of the Aerial Wire account. In this order, the
Commission authorized the company to book $459,560 of depreciation expense
from the Bill and Keep surplus and the interest synchronization adjustment to the
approved amortization schedules for the 1989, The Commission approved 11 one
year amortization schedules to correct reserve deficiencies. In so doing, the
Commission stated, ‘
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“The remaining schedules relate to correctilig reserve deficiencies associated
with inadequate past recovery; therefore, in our opinion, the associated
write-off should be as fast as practicable.”

53.  Docket No. 891050

Order No, 23146

Date: July 3, 1990

Company: Florala Telephone Company
The Commission ordered a transfer of a reserve surplus from the analog carrier
account to the Digital Carrier account in order to bring the Digital Carrier reserve
close to its theoretical reserve.

54. Docket No. 891026

Order No. 23833

Date: December 4, 1990

Company: Alltel
This FPSC PAA order changed the depreciation rates for Alltel Florida Inc. by
permitting the write-off of reserve deficiencies for inside wire “to permit full
recovery within three years.” In its order, the Commission noted that a bottom line
reserve deficiency imbalance was calculated in the 1983 and “has since been
amortized.” The Commission modified the company proposals for retirement
amortizations because “This more closely matches recovery with consumption than
the Company’s proposal.” The Commission also stated, “Ideally, recovery patterns
and their expenses should be adjusted immediately upon perceiving the need for
change. Implementation as of the January 1, 1990 date will permit the recognition
of more appropriate expenses for the fiscal year.” The order was issued December
4, 1990.

55. . Docket No. 891115
Order No, 23835
Date: December 4, 1990
- Company: Southland Telephone Company
The Commission authorized reserve transfers in order to eliminate reserve
deficiencies.

56. Docket No. 900162

Order No. 23922

Date: December 21, 1990

Company: Vista-United
The Commission ordered new depreciation rates for Vista-United
Telecommunications that included reserve adjustments of $36,000.and $24,000 that
came from “Interlata Bill and Keep winnings” in order to partially satisfy a reserve
deficiency in the Prototype Optic Circuit equipment, in addition to transferring
$99,859 surplus from the company’s prior depreciation filing to satisfy the same
deficiency.

14
OPC-LFE-LAWTON-000078



57. Docket No. 900599

Order No. 24004

Date: January 22, 1991

Company: Gulf Telephone Company
The FPSC ordered new depreciation lives for Gulf Telephone Company and
ordered implementation of a two year amortization schedule to correct “a reserve
imbalance of $244,593 associated with the Metallic Filled Buried Cable Account.”

In ordering the two-year amortization for the Metallic Filled Buried Cable Account,
the Commission stated: “This imbalance is based on our present expectation for
the replacement of copper cable by fiber and should be written off as fast as
practicable. We find a two year period to be appropriate for the write-off of this
deficiency.” It is interesting to note that in the body of the order the Metallic Filled
account analysis indicated that this investment would be replaced by fiber “by
about 2017.” : :

The effective date of the new depreciation rates was January 1, 1990.

58. Docket No. 891373

Order No. 24005

Date: January 22, 1991

Company: Indiantown Telephone System, Inc.
In order to initially adjust existing reserves to the theoretical reserves, the
Commission ordered one transfer of a reserve surplas and a three-year write-off of
the net reserve deficiencies.

59.  Docket No. 890216

Order No. 24098

Date: February 8, 1991

Company: GTE Florida Inc.
The Commission ordered GTE Florida, Inc, to apply $1,169,396 plus $81,603 in
interest from unclaimed refunds to be placed in an intrastate unclassified
depreciation reserve account, effective December 31, 1990, to be made account
specific in GTE’s next depreciation case.

60. Docket No. 910461

Order No. 24940

Date: August 20, 1991

Company: Quincy Telephone Company
The Commission ordered the company to book $150,000 of 1991 overearnings to an
unspecified depreciation reserve account in order to reduce depreciation reserve
deficiencies.

61. Docket No. 900605
Order No. 25378
Date: November 25, 1991
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Company: GTE Florida _
The Commission ordered the $12.1 million reserve surplus from Bill and Keep and
Imterest Synchronization of JDIC to be applied to eliminate the Inside Wire
amortization and withheld setting of comprehensive new depreciation rates until the
company filed a new study.

62. Docket No. 910686

Order No. 25619

Date: January 21, 1992

Company: Tampa Electric
The Commission rehalanced the reserves of nine accounts in order to eliminate
reserve deficiencies.

63. Docket No. 91098

Order No. 25587

Date: January 9, 1992

Company: GTE Florida
The Commission approved, retroactively, the amortization of $21 million for
switching assets retired in 1991 with reserve deficiencies, effective 1-1-91.

64. Docket No. 910565

Order No. 25679

Date: February3,1992

Company: Quincy Telephone Company
The Commission ordered the transfer of reserve surpluses and the booking of
$410,091 from 1990 and 1991 overecarnings in order to move all accounts to their
theoretical reserve. The Commission also ordered a two-year amortization of
$140,000 in buried cable account to recover a reserve deficiency for 1992
retirements.

65. Docket No. 911108

Order No. 920028

Date: March 10, 1992

Company: ALLTEL
The Commission, in dealing with prospective overearnings by ALLTEL in 1992,
ordered the company to record additional amortization expense of $218,124 to
eliminate the cable reserve deficit.

66. - Docket No. 910731

Order No. 920368

Date: May 14, 1992

Company: Northeast Florida Telephone and GTE Florida
n this docket that dealt with the elimination of toll subsidy payments from
Southern Bell and GTE, the Commission ordered GTE to book the amount of its
subsidy payments that were eliminated to an unspecified depreciation reserve
account.
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67. Docket No. 910725

Order No. 920604

Date: July 6, 1992

Company: United Telephone
This order revised the depreciation rates for United Telephone. In its preliminary
statement, the Commission stated, “In our view, the purpose of depreciation is to
match depreciation ¢xpenses as closely as possible to the time period that the
equipment is serving the public. The Commission approved five reserve transfers
relating to reserve surpluses/deficiencies and 13 amortization schedules ranging
from one year to five years for the total recovery.

68. Docket No. 920589

Order No. 930007

Date: January 4, 1993

. Company: Northeast Florida Telephone

The Commission, in ordering new depreciation rates for Northeast, rebalanced
existing reserves for five accounts in order to eliminate reserve surpluses and
deficiencies. The Commission also ordered a three year amortization of a reserve
deficiency for the aerial cable account,

69.  Docket No. 920385

Order No. 930462

Date: March 25, 1993

Company: BellSouth
In establishing new depreciation rates for BellSouth, the Commission ordered one
reserve transfer to eliminate a reserve deficiency and authorized four short term
capital recovery schedules

70.  Docket No. 920823

Order No. 930505

Date: April 5, 1993

Company: Florala Telephone Company
The Commission approved new depreciation rates for Florala, included a reserve
transfer to eliminate a reserve surplus in one account and a deficiency in another
account,

71.  Docket No. 920729

Order No. 930520

Date: April 6, 1993

Company: Chesapeake Utilities
The Commission, noting that the Company had already made a significant refund to
its customers, approved booking $110,000 of 1991 overearnings to depreciation
expense,

72. Docket No. 920795
Order NO. 530801
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Date: May 25, 1993

Company: Southland Telephone Company
The Commission approved reserve transfers between eight accounts in order to
eliminate reserve surpluses and reserve deficiencies.

73.  Docket No. 920755

Order No. 930897

Date: June 14, 1993

Company: ALLTEL
In this order, the Commission established new depreciation rates for ALLTEL, and
ordered the company to utilize unclaimed refunds from excess 1991 overearnings in
order to eliminate reserve deficiéncies in two accounts. In addition, the Commission
approved three year recovery schedules for the digital switching account,

74.  Docket No. 921270

Order No. 931392

Date: September 23, 1993

Company: St. Joseph Telephone
The Commission ordered the transfer of $55,647 in the Circuit-Analog account to
the switching account in order to eliminate a reserve deficiency due to early
retirements.

75. Docket No, 921278

Order No. 931554

Date; October 25, 1993

Company: Indiantown Telephone
In this docket, the Commission found that there was a perceived reserve deficiency
of $213,455 in the buried cable account and a deficiency of $29,536 in the aerial
 metallic cable account. The Commission first transferred a reserve surplus from
the construction equipment account and required the company to eliminate the
remaining deficiency as a result of overearnings from 1993 operations.

76.  Docket No. 930170

Order No. 931572

Date: October 27, 1993

Company: Gulf Telephone
In this docket, the Commission applied $104,038 in 1992 overearnings in order to
eliminate reserve deficiencies for several asset accounts. In addition, the
Commissioned ordered a three-year recovery schedule for retiring central office
assets.

77.  Docket No. 931101

' Order No. 931773
Date: December 10, 1993
Company: Peoples Gas System
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‘The Commission ordered the company to book $2,496,000 in 1993 overearnings to
climinate an amortization that was established for environmental cleanup.

78.  Docket No. 930221

Order No. 930108

Date: December 20 1993

Company: Gulf Power
The FPSC, on December 20, 1993, noted that it had twice issued depreciation
orders, first Order No. 24741 and, second, PSC-93-0771, deferring the accruals for
dismantlement in return for Gulf reducing its authorized ROE to 12% and also for
the Company not filing a rate case in 1993. In this order, the Commission ordered
an allocation of $615,677 to the Plant Crist Precipitator reserve that was
attributable to interest synchronization from the Job Development Investment
Credit (JDIC).

In this order, the Commission stated: “Our Staff’s review indicates that there (are) '
a number of reserve imbalances existing which result primarily from differences in
current and past projections. According to our staff, such deficiencies should be
recovered as fast as possible, unless such recovery prevents the Company from
earning a fair and reasonable return on its investments.”

In its order, the FPSC stated its “general guidelines we use for corrective reserve
transfers are the following:

e No account should be reduced below its theoretical level;

e Accounts with short remaining lives showing inadequate reserves (as
compared to its theoretical level) caused by prudent acceleration of
retirement plans, should be corrected to the degree possible;

e Because of the uncertainty involved in determining service life
estimates, correction of apparent reserve deficits becomes less critical
as the expected life increases. That is, onlyu large apparent
imbalances should be addressed as the expected life reaches twenty or
more years; otherwise, we are fin-tuning a figure which is inbherently
somewhat uncertain; and

» Relatively minor imbalances are not generally corrected, unless
associated with short remaining lives, due to the inherent frailty of life
and salvage estimates.

The Commission also stated in this order:

“The intent is that castomers benefiting from the plant at any point of time
will be bearing their appropriate share of the depreciation expense. The matching
of expenses to consumption is the goal.”

79. Docket No. 930453
Order No. 931839
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Date: December 27, 1993

Company: FPUC
The Commission ordered corrective reserve transfers from the reserve surplus in
Poles, Towers and Fixtures to resolve negative reserve balances for the Power
Operated Account and Tools, Shop & Garage accounts. The FPSC stated in its.
order, “...deficiencies should be recovered as fast as possible, unless such recovery
prevents the Company from earning a fair and reasonable return on its
investments.,”

80. Docket No. 920195

Order No. 940119

Date: February 1, 1994

Company: Quincy Telephone
The Commission ordered the company to refund $446,845 to customers as a result
of 1992 overearnings. In addition, the Commission ordered the company to record
$880,532 to depreciation in 1993 to dispose of 1993 overearnings and to amortize
$8427,768 over 15 months to recover the capital investment in retiring plant.

81. Docket No, 921337
. Order No. 940150
Date: February 7, 1994
Company: St. Joe Natural Gas Co.
The Commission ordered a one year amortization of $9,790 in order to bring the
Tools and Garage Equipment to its theoretical reserve level,

82. Docket No. 920260

Order No. 940172

Date: February 11, 2004

Company: Southern Bell
This docket reflects the December 1993 settlement between Southern Bell and OPC,
along with other intervenors, that resolved an extended investigation into Southern
Bell’s service and rates. The settlement included refunds and rate reductions of $1.6
billion over a five year period. In addition, the stipulation required the company to
expense $60 million in Hurricane Andrew costs in 1993 and to book $19 million of
Hurricane Andrew capital costs in 1993 as well.
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83. Docket No. 940165

Order No. 940326

Date: March 23, 1994

Company: Northeast Florida Telephone
On February 4, 1994, the company filed a petition with the FPSC to amortize
$85,000 of depreciation expense to 1993 operations in order to cure a reserve
deficiency. The Commission stated, “We find this requested action appropriate
since it corrects the resultant reserve deficiency in the year incurred and closely
approximates the matching of recovery to the using-up of the associated
equipment.”

84.  Docket No. 940621

Order No. 940852

Date: July 13, 1994

Company: Florida Power Corporation
The Commission ordered the company to cap its 1994 earnings at 12.5% and to
apply any excess of that level to the Sebring going concern amortization/storm
damage expense and to permanently increase its storm damage accrual to $6
million.

85. Docket No. 940663

Order No. 940872

Date: July 18, 1994

Company: Tampa Electric
The Commission ordered the company to cap ifs 1994 earnings at 1245 ROE and to-
apply any 1994 overearnings to its storm damage accrnal, Should the overearnings
exceed the storm damage reserve target, the balance would be refunded to
custonzers.

86. Docket No. 931231
Order No. 941199
Date: September 30, 1994
Company: Florida Power and Light 7

In its depreciation order, the Commission stated its philosophy regarding the

balancing of reserve deficiencies between accounts:
“One aspect of a depreciation study is the review of the reserve status of all
production sites and all transmission, distribution and general plant accounts
to determine the need for corrective reserve transfers. Due to the effect
reserve transfers may have on jurisdictional separations, purchase power
agreements, or other lease arrangements, our approach to reserve
reallocations is that they should, ideally, be made between accounts of a given
unit or function. The allocations discussed and approved below (Shown in
detail on Attachment C) address major imbalances generally brought about
by transfers associated with the utilization of certain production plants and
previously unanticipated final dismantlement costs of certain nnits.”

21
OPC-LFE-LAWTON-0800085




The Commission also included meaningful comments regarding the handling of the
overall $3.2 million surplus at ¥t Myers:

“In fact, the Ft. Myers site has an overall perceived surplus of about $3.2
million. As discussed previously, due to concerns reserve transfers may have on
jurisdictional separations, purchase power agreements, or other lease
arrangements, reallocations are ideally made between accounts of a given unit. In
this case, however, Unit 1 has an overall perceived surplus. For this reason, we find
that this surplus shall be transferred to also help offset the remaining unrecovered
costs associated with the pre-1994 major overhaul and asbestos abatement
projects.”

The Commission approved corrective reserve transfers between 10 accounts and
ordered five recovery schedules ranging from one year to eight years.

87.  Docket No. 931142

Order No. 941331

Date: October 27, 1994

Company: Florida Power Corporation
The Commission ordered a one year amortization for Avon Park, a 4.5 year
amortization for Higgins and a 5.5 year amortization for Turner consistent with
planned retirements at those generating sites.

88. Docket No. 931231

Order No. 950340

Date: March 13, 1995

Company: Florida Power & Light
In this depreciation decket, the Commission noted that the company and the staff
had agreed that $46 million in asbestos abatement costs had been incurred on
construction projects between 1988 and 1993, that the costs were associated with
plant no longer in service and that these costs should be written off as soon as
possible. The company originally wanted recovery over four years, but eventually
agreed with staff for a one year write off in 1994. The impact of this one year
amortization was to reduce FPL 1994 earnings to 12.5%, within its authorized
range. Had it not been for the $46 million write-off in 1994, the company would
have been subject to a refund to its customers for overearmings.

89. Docket No. 940607

Order No. 950400

Date: March 23, 1995

Company: Quincy Telephone
In authorizing new depreciation rates for Quincy, the Commission approved 12
reserve corrections and six recovery schedules ranging from 1 to 3 years.

90.  Docket No. 940826
Order No. 950427
Date: March 29, 1995
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Company: Indiantown Telephone System, Inc,
The Commission, in this special docket, was asked by the company to implement a
two year amortization relating to capital recovery requirements for the scheduled
1996 retirement of an Indiantown central office switch. The Commission ordered
the company to apply $72,252 in 1993 overearnings to reduce the projected
$169,968 underrecovery in the depreciation reserve for this asset. Had the
Commission not ordered the $72,252 writeoff, it would have been subject to refund
to Indiantown customers. The Commission ordered that the balance of the reserve
deficiency be recorded in 1994. |

91. Docket No. 950213

Order No. 950475

Date: April 12, 1995

Company: TECO
In this docket, the Commission authorized a one year amortization of $5 miilion in
depreciation expense to be book 1-1-95 in order to bring the account reserve for the
existing EMS system in line with it’s theoretical reserve, The EMS system was
scheduled for retirement in 2000.

This order was appealed by OPC and a settlement was reached with the company
providing for a five year amortization of the $5 million. (Order No. 950893 issued
July 20, 1995)

92. Docket No. 950359

Order No. 950672

Date: May 31, 1995

Company: Florida Power and Light
In this order, the Commission granted a request by the company that it book
additional depreciation for its nuclear generating units to address the potential for
stranded investment. The company requested approval to book a2n additional $30
million as a permanent annual amortization expense. In addition, the company
requested that additional depreciation be allowed for booking in 1995 and 1996
based on revenue forecasts. The combined total additional depreciation bookings
proposed by the company amounted to $91 million in 1995 and $148 million in
1996.

93. Docket No. 950283

Order No. 951239

Date: October 6,1995

Company: United Telephone
The Commission order approved a reallocation of 11 accounts in order to eliminate
reserve deficiencies. In addition the order required 18 new amortization schedules
ranging from one to three years in order to resolve reserve deficiencies for retiring
plant. The order also deferred $1.4 million of 1994 overearnings for future
disposition by the Commission. In its order, the Commission noted that it had
previously issued Order No. 940730 in Docket No. 940201, dated June 14, 1994 that
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required the company to book an additional $2,051,000 in depreciation expense in
order to account for the merger and integration costs of the merger with Centel on a
cash basis and to implement $17 million in rate reductions.

94. Docket No. 950359

Order No. 960461

Date: April 2, 1996

Company: Florida Power and Light
The Commission finalized its previous order relating to the need for additional
nuclear generating depreciation cxpense. The order required the booking of
approximately $126 million to be booked “to the reserve deficiency in nuclear
production, which was calculated to be $175,304,010 as of January 1, 1994.” In
addition, the Commission also ordered, “Commencing in 1996, FPL shall record an
annual $30 million in nuclear amortization. The expense amount is final, however,
the account to which it is booked remains subject to determination by the
Commission in 2 future proceeding such as a generic stranded cost docket.”

In addition, this order required the company to book additional expense in 1996 and
1997 subject to a revenue formula, to be booked first to the remaining nuclear
reserve deficiency.

95. Docket No, 950887

Order No. 960680

Date: May 23, 1996

Company: ALLTEL
The Commission ordered the transfer of a $137,598 reserve surplus from general
support accounts to the Metallic Buried Cable Account. In addition, recovery
schedules were established for two accounts due to near term retirements ranging
from one to two years.

96. Docket No. 960794

Order No. 970118

Date: January 31, 1997

Company: Quincy Telephone
The Commission approved new depreciation rates for the company and ordered a
transfer of the negative investment and reserve balances from its Aerial Wire
account to its Cable investment and reserve accounts. :

97. Docket No. 970410

Order No. 970499

Date: April 29, 1997

Company: Florida Power & Light
The Commission extended and modified the previously approved FPL plan for 1996
and 1997 concerning the recording of certain additional expenses for the years 1998
and 1999. This plan was based on booking additional expenses during a specific
year based on retail sales levels. In establishing the priority for booking such
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expenses, the Commission ordered that the first priority would be the “Correction
of any depreciation reserve deficiency resalting from an approved depreciation
study order.”

Following are signiﬁi:ant quotes from this decision:

“First, the appropriate benchmark should allow the Company to write-off
the remaining underrecoveries as expeditiously as possible.

“Witness Gower further testified that correction of the nuclear
decommissioning and fossil dismantlement reserve deficiencies over a time
period shorter than the remaining life of the associated plants is consistent
with this Commission’s prior actions.”

“Because the reserve deficiencies represent costs that should have been
recovered in prior years, intergenerational equite suggests that these
deficiencies be recovered quickly so that future ratepayers are not burdened
with an unfair share, This correction is not an acceleration of expenses
appropriately attributable to future periods but, in fact, is remedial because
it addresses expenses appropriately attributable to prior years and therefore
corrects intergenerational inequities. The intergeneration inequite has
already occurred and, if not corrected by the proposed Plan, will only be
exacerbated.”

“The record evidence demonstrates that the tenet of intergenerational equity
dictates that, in this docket, correcting reserve deficiencies over a shorter
period of time is more reasonable or fair than correcting the reserve
deficiency over the remaining life.”

In addition to the issue of eliminating reserve deficiencies over the remaining life as
opposed a shorter period, the Commission also considered the transfer of reserve
surpluses in order to resolve reserve deficiencies. In this regard, the Commission
stated, “This Order (Order No. 931231 dated September 30, 1994) clearly shovws
that our approach to reserve transfers is to make them between accounts within the
same function and not between accounts across functions.”

The Commission added, “in conclusion, we will not consider reserve transfers
between fanctions because they may result in pricing issues.”

98. Docket No. 970428

Order No. 980379

Date: March 9, 1998

Company: Chesapeake Utilities
The Commission order reserve transfers between four accounts in order to resolve
reserve deficiencies and reserve surpluses. The accounts involved were Autos, VAX
equipment, Data Processing Equipment and Services-Steel.
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99.  Docket No. 980700

Order No. 981763

Date: December 30, 1998

Company: South Florida Natural Gas
In autherizing new depreciation rates for the company, the Commission noted that
there were reserve surpluses in Distribution Structures & Improvements and
Mearsnring & Regulating Industrial Equipment. In ordering the transfer of these
surpluses to help correct the existing reserve deficiency in the Steel Services
account, the Commission stated:

“Qur approach to reserve transfers is where significant surpluses and deficits
exist, corrective reserve transfers between accounts should be considered.
Significant imbalances are those that result in abnormal depreciation rates for the
ongoing account.”

100. Docket No. 980845
Order No. 990048
Date: January 5, 1999
- Company: Indiantown Gas
The Commission order rebalancing reserves for three accounts and one three-year
amortization schedule. ' :

101. Docket No. 971600

Order No. 990073

Date: January 8, 1999

Company: Florida Power & Light
This order approved new depreciation rates for FP&L effective January 1, 1998.
This order included the elimination of significant reserve deficiencies. The order
states that the allocations relate to the additional depreciation expense recorded in
accordance with Order No, PSC-96-04610FOF-EL, issued April 2, 1996, the
accumulated reserve adjustments attributable to interest synchronization related to
ITCs and the additional depreciation expense recorded in accordance with order
No. 980027. The order rebalanced the generation reserves by booking $322 million
additional expense on an account specific basis to eliminate all deficiencies except
$91 million. The order also noted that the company had already recorded an
additional $90 million in additional Nuclear generation expense, however, the
Commission deferred the request of the company to apply the $90 million on an
account specific basis. Therefore, as of January 1, 1999, the company’s total
generation reserves were equal to their theoretical reserves based on the most recent
study by the company.

102. Docket No. 990067
Order No. 990519
Date: March 17,1999
Company: Florida Power & nght
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This order approved a stipulation between FP&L, FIPUG and the Coalition for
Equitable Rates that included a $350 million annual rate reduction and revenue
sharing. In addition, the stipulation authorized FP&L to record up to $100 million
in additional depreciation expense at the discretion of the company per year during
each of the three years covered by the term of the agreement and also provided that
existing depreciation rates should continue to apply. The continued amortization
and booking of expenses as described in Dockets 950359 and 970410 were
terminated on the day before the implementation date of the new agreement.

The stipulation included the following language:

“The amortization shall be separate and apart from normal depreciation,
and existing depreciation practices and resulting depreciation rates will not
be adjusted, either before, during or after the term hereof to eliminate the
effect of the additional amortization amount.recorded.”

“During the term of this Stipulation and Settlement, accruals for nuclear
decommissioning and fossil dismantlement expense shall be capped at the level
previously approved by the commission...... »

103. Docket No. 981166

Order No. 000293

Date: February 14, 2000

Company: Florida Power & Light
This revised the fossil dismantlement reserves and accruals for the Company based
on a new study. The Comumission approved the booking by FPL of additional
expense to eliminate the dismantlement reserve deficiency of $38 million. In
rebalancing the reserves for Steam Production, the Commission transferred reserve
surpluses and deficiencies between 14 Steam Production plants. The Commission
also rebalanced the reserve surpluses and deficiencies for Other Production between
six locations,

104. Docket No. 990529

Order No. 000603

Date: March 29, 2000

Company: Tampa Electric
Based on a 1999 company study, the Commission authorized new depreciation rates,
ordered two short term recovery schedules and rebalanced the reserves on a site by
site basis, and did not require any transfer of surplases or deficiencies between
locations.

105. Docket No. 010669
Order NO. 012270
Date: November 19, 2001
Company: FPUC
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This order implemented new depreciation rates for FPUC, inclading rebalancing of
five account reserves in Distribution and six account reserves in General Plant. The
order includes the following statements:

. “Reserve imbalances are primarily a matter of differences in current and
past projections. Such deficiencies should be recovered as fast as possible,
unless such recovery prohibits the company from earning a fair and
reasonable return on its investments.”

“Each of the General Plant accounts have either a perceived surplus or
deficit in the reserve position. The existence of reserve surpluses and
deficiencies in these accounts can cause abnormalities in the resulting
depreciation rates. For this reason, the reserve transfers shown on
Attachment A shall be made to bring each account’s reserve more in line
with its calculated theoretical level.”

106. Docket No. 010031

Order No. 012386

Date: December 10, 2001

Company: Florida Power Corporation
The order revised the company accruals and reserves for fossil fael dismantlement.
In its order, the Commission approved transfers between 11 different plant
locations in order to offset the dismantlement costs at other plants.

107. Docket No, 020001

Order No. 020501

Date: April 11, 2002

Company: Florida Power & Light _
This order approved the 2002 stipulated settlement between FPL and the
interveners that included a $250 million rate reduction and continuation of the
revenue cap and sharing plan through 2005. Included in the Stipulation and
Settlement as approved by the Commission are the following statements regarding

depreciation:

“Starting with the effective date of this Stipulation and Settlement, FPL may, at its
option, amortize up to $125,000,000 annually as a credit to depreciation expense and
debit to the bottom line depreciation reserve over the term of this Stipulation and :
Settlement. The amounts so recorded will first go to offset the $170,250,000 bottom
line amortization amount that has previously been recorded, with any additional
amounts recorded to a bottom line negative depreciation reserve during the term of
this Stipulation and Settlement. Any such reserve amount will be applied first to
reduce any reserve excesses by account, as determined in FPL’s depreciation studies
filed after the term of this stipulation and Settlement, and thereafter will result in
reserve deficiencies. Any such reserve deficiencies will be allocated to individual
reserve balances based on the ratio of the net book value of each plant account to
total net book value of all plant. The amounts allocated to the reserves will be
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included in the remaining life depreciation rate and recovered over the remaining
lives of the various asscts. Additionally, the depreciation rafes as addressed in
Order Nos. PSC 99-0073-FOF-EL, PSC 00-2434-PAA-EI and PSC 01-1337-PAA-EI
will not be changed for the term of this Stipulation and Settlement.

108. Docket No. 010383

Order No. 021492 -

Date: October 31, 2002

Company: Peoples Gas
This order approved new depreciation rates for Peoples Gas. In discussing reserve
allocations between accounts, the Commission stated:

“Reserve imbalances are primarily a matter of differences in current and past
projections. Such deficiencies should be recovered as fast as possible, unless such
recovery prevents Peoples from earning a fair and reasonable retuwrn on its
investments. The Commission eliminated the surpluses in six accounts to bring each
account to its theoretical reserve and applied the resulting amount three accounts
that were reflecting reserve deficiencies. The total theoretical reserve was $20.2
million and the restates reserve was $18.6 million.

109. LATE FILED ADDITION RELATIING TO ¥PC DOCKET 891335
Docket No. 891335

Order No. 23957

Date: January 4, 1991

Company: Florida Power Corporation

In this docket, the Commission ordered new depreciation rates for FPC that
represented a $36 million increase, which included the distribution of $10,947,840 of
interest synchronization tax credits (JDITC) to fossil dismantiement. In its order,
the Commiission stated:

“The goal of reserve sensitive rate design is to reconcile the asset investment
not yet recovered through depreciation expenses to the time remaining in which to
collect it....The camulative effect of prior rates and allocations have resulted in
surpluses in some accounts and deficits in others. We have traditionally offset these
imbalances by corrective reserve transfers. The corrective transfers will bring the
affected account’s reserves nearly in line with their respective theoretical positions.”

The reserve transfers approved in this order changed the reserve for every
depreciation account and every generating location included in the study. Following
is a summary of impacts due to reserve transfers by general category:

Account Net Impact of transfers
Production Plant $29,076,073
Transmission (84,757,718)
Distribution $4,068,725

General Plant (521,616,376

Occidental Stipulation $6,770,704
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This was, apparently, FPL’s first use of the Remaining Life methodology in
establishing depreciation rates. While the Commission, in other orders, has stated
its preference to not make reserve transfers between major categories of expense
due to the impact on rates, the Commission clearly chose to ignore that concept in
this order. The Commission also moved unrelated dollars that might just as well
been refunded to customers from the JDIC ($10 million) and a stipulation ($6.7
million) into depreciation expense in order to move depreciation reserves closer to
their theoretical Ievel.
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REBALANCING OF RESERVE SURPLUSES AND RESERVE DEFICIENCES
TO EQUALIZE BOOK RESERVE AND THEORETICAL RESERVE

AMORTIZATION OF RESERVE DEFICIENCIES
EXAMPLES OF HISTORIC VS. FUTURE REMAINING LIFE RECOVERY:

During the early to mid 1980°s, the FPSC’s policy regarding reserve
imbalances was to separately treat historic imbalances caused by inaccurate
depreciation rates as opposed to changes in prospective life and salvage values due
to such causes as technological displacement. Historic imbalances were typically
recovered over a near-term 3-5 year amortization schedule, while prospective
imbalances were recovered via the remaining life of the asset, in a separate schedule.
The Commission’s goal was to equalize book vs. theoretical reserves, in order to
justify the establishment of a single depreciation rate for both embedded plant and
futnre investment. This policy was abandoned in the September 11, 1985 GTE
Order No. 14929 when the FPSC ordered GTE to eliminate imbalances between its
book and theoretical reserves. GTE was required to amortize a $32 million reserve
deficiency over five years. In several later dockets in the late 1980°s, the FPSC
ordered accelerated recovery of reserve deficiencies that had been previously
amortized over the remaining life of the assets in prior dockets. The dockets
involving historic vs. remaining life discovery are:

1. Docket N. 820449, Order No. 12290, July 21, 1983, Southern Beil. FPSC ordered
5 yr. amortization for historic deficit and 16 yr. RL amortization for the prospective
reserve deficiency. Later, in Docket No. 861618, Order No. 18029 dated August 24,
1987, the Commission ordered recovery of all reserve deficits, including the
remaining amounts from the 1983 order over a three year period ending in 1989.

4. Docket No. 830344, Order No. 12873, January 12, 1984, Vista-United. In the first
case that the FPSC had encountered a reserve surplus, the Commission accepted the
company proposal that a reserve surplus be amortized over the RL of the
investment. This company was formed to serve the Disney complex in Orlando.

5. Docket No. 830370, Order No. 12587, January 10, 1984, United Telephone, FPSC
ordered 5 yr. amortization for historic deficit and a 13 yr. RL amortization of the
prospective reserve deficiency. In Docket No. 871269, Order No. 18736, dated
January 26, 1988, the FPSC used United overearnings to eliminate all amortization
schedules.

6. Docket No. 820545, Order No. 12654, November 3, 1983, Central Telephone.
FPSC ordered a 5 yr. amortization of historic deficit and 13 yr. RL deficit of
prospective reserve deficiency.
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7. Docket No, 820477, Order No. 12864, January 12, 1984, North Florida Tel.
FPSC ordered 5 yr. amortization of historic deficit and 13 yr. amortization of
prospective deficit.

8. Docket No. 840086, Order No. 13494, July 9, 1984, Gulf Telephone. FPSC
ORDERED GULF TEL. TO SEPARATE RESERVE SURPLUS INTO HISTORIC
VERSUS FUTURE AND AMORTIZE HISTORIC SURPLUS OVER 5 YRS. AND
THE FUTURE RESERVE SURPLUS OVER RL 14 YEARS. THE LANGUAGE
OF THE ORDER (ATTACHMENT 1) SPECIFICALLY EXPLAINS THE
COMMISSION’S GOALS AT THAT TIME REGARDING THIS ISSUE. In
Docket No. 870964, Order No. 18642, dated January 4, 1988, the Commission
shortened this amortization from 14 to 5 years and eliminated the imbalance in
1989,

9. Docket No. 830582, Order No. 13528, July 19, 1984, Miller Gas. FPSC ordered
Miller to amortize historic deficit over 5 yrs. and future deficit over RL 20 yrs.

12. Docket No. 840045, Order No. 13538, July 24, 1984, City Gas. FPSC ordered
amortization of historic deficit over 5 yrs., and future RL deficit over 24 yrs. The 24
year recovery was subsequently reduced to 7 years in 1989, (Docket No. 880203,
Order No. 22115).

14. Docket No. 830585, Order No. 13681, December 14, 1984, Gulf Power. FPSC
ordered Gulf to amortize deficit over 19 years for Transmission, Distribution and
General Plant. Recovery was accelerated in 1988 by Order No. 19901 on August 30,
1988 (Item No. 41) and DEFICIENCY WAS ELIMINATED IN 1989.

15. Docket No. 840052, Order No. 13918, December 14, 1984, St. Joseph Tel. FPSC
ordered 1 year amortization of historic deficit and 11 yr. amortization of
prospective deficit. -

20. Docket No. 850845, Order No. 15842, March 13, 1986, FPUC. FPSC stated
historic reserve imbalance sometimes written off over 5 yrs. or less and order small
imbalance to be recovered over the future remaining life rates. Later that year in
Docket No. 860756, the FPSC ordered a 4 yr. amortization of the reserve deficit.
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EXAMPLES OF ACCELERATED RECOVERY OF RESERVE DEFICITS

Following the 1980-1988 era where the Commission attempted to separate future
and historic reserve imbalances, the Commission’s new policy regarding the
recovery of reserve imbalances was stated in Docket No. 871269, Order No. 18736,
January 26, 1988, United Telephone, as follows:

“This action will comply with our policies of correcting reserve imbalances as
rapidly as possible and of accelerating the write-off of plant identified for
retirement earlier than projected when these goals can be achieved without
adversely affecting rates.”

Likewise, in September 11, 1985, in Docket No. 840049, Order No. 14929,
September, GTE, the FPSC stated:

“We believe that it is in the interest of both Gentel’s customers and its
stockholders that the .... Deficit be written off in as short a fime as practable.”

Also, in August 24, 1987, in Docket No. 861618, Order No. 18029, the FPSC ordered
Southern Bell to amortize all of its $536 million in reserve deficits over three years
ending in 1989, including prospective reserve deficits identified in 1983 that were
originally ordered to be recovered over 16 years.

The Commission’s policy was stated in the December 20, 1993 order, Docket No.
930221, Order No. 930108, Gulf Power, when the Commission agreed with it’s staff
review and stated:

“QOur Staff’s review indicates that there are a number of reserve imbalances
existing which result primarily from differences in current and past projections.
According to our staff, such deficiencies should be recovered as fast as possible
unless such recovery prevents the Company from earning a fair and reasonable
return on its investments. The intent is that customers benpefiting from the plant at
any point of time will be bearing their appropriate share of the depreciation
expense. The matching of expenses to consumption is the goal.”

Following are the cases involving accelerated amortization of reserve imbalances:

32. Docket No. 861618, Order No. 18029, August 24, 1987, Southern Bell. FPSC
ordered 3 yr. amortization of $536 M deficiency.

34. Docket No. 870964, Order No. 18642, January 4, 1988, Gulf Telephone. FPSC '
ordered 5 yr. amortization.

35. Docket No, 871269, Order No, 18736, January 26, 1988, United Telephone,
FPSC ordered use of overearnings to eliminate reserve deficits.
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48. Docket No. 990860, Order No. 21598, July 21, 1989, United Telephone. FPSC
ordered 3 yr. and 5 yr. amortization of reserve deficiencies.

49, Docket No. 880203, Order No. 22115, October 31, 1989, City Gas. FPSC
ordered 7 year amortization of “prospective reserve deficit”.

52. Docket No. 890225, Order No. 22585, February 1, 1990, Quincy Telephone.
FPSC ordered eleven 1 year amortization schedules to correct reserve deficits.

57. Docket No. 900599, Order No. 24004, January 22, 1991, Gulf Telephone. FPSC
ordered 2 yr. amortization of reserve deficit in Metallic Filled Buried Cable. In the
body of this order, this account analysis indicated by fiber by 2017.

58. Docket No. 891373, Order No. 24005, January 22, 1991, Indiantown Telephone.
FPSC ordered a 3 yr. amortization of reserve deficit.

68. Docket No. 920589, Order No. 930007, January 4, 1983, Northeast Telephone.
FPSC ordered 3 yr. amortization of reserve deficit.

78. Docket No. 930221, Order No. 930108, December 20, 1993, Gulf Power. FPSC
stated its intent to recover reserve deficiencies as fast as possible. On December 27,
1993, the Commission reiterated its intent to recover deficiencies “as fast as
possible” in Docket No. 930453, Order No. 931839, FPUC.

91. Docket No. 950213, Order No. 950475, April 12, 1995, TECO. FPSC amortized
the EMS reserve deficiency over 1 year in order to equalize book reserve and
theoretical reserve. EMS system was not scheduled for retirement until yr. 2000.

92. Docket No. 950359, Order No. 950672, May 31, 1995, FPL. FPSC ordered
company to book $239 in depreciation expense for 1995 and 1996 that increased
nuclear booked reserve to address the potential for stranded investment.

94. Docket No. 950461, Order No. 960461, April 2, 1996, FPL. FPSC finalized its
previous order to book $126 M to nuclear reserve deficiency plus another $30
million to nuclear amortization, plus additional expense in 1996 and 1997.

97. Docket No. 970410, Order No. 970499, April 29, 1997, FPL. FPSC extended its
1996 order to book additional expense in 1998 and 1999 to correct reserve -
deficiencies, supported by ¥PL witness testimony supporting recovery of reserve
deficiencies “as expeditiously as possible.”

101. Docket No. 971600, Order No. 990073, January 8, 1999, FPL. FPSC order
eliminated reserve deficiencies and stated:

34
OPC-LFE-LAWTON-000098




“Therefore, as of Janunary 1, 1999, the company’s total generation reserves

were equal to their theoretical reserves based on the most recent study by the
company.”

103. Docket No. 981166, Order No. 000293, February 14, 2000, FPL. FPSC ordered
booking of $38 million to eliminate dismantlement reserve deficiency.
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USE OF DEPRECIATION RESERVE DEFICIENCIES FOR BOOKING OF
OVEREARNINGS, INTEREST SYNCHRONIZATION, BILL & KEEP IN LIEU
OF REFUNDS TO CUSTOMERS

In addition to amortization schedules that the Commission has used in past dockets
in order to accelerate the elimination of reserve surpluses as quickly as possible, the
Commission has consistently looked outside the depreciation process to capture
overearnings, revenues from JDIC credits, excess revenues from the telephone Bill
and Keep decisions, ete. in order to address reserve deficiencies. In one case, the
Commission order actually stated that they had already ordered one customer
refund due to overearnings and, therefore, they would book the earnings at issue in
the following case to depreciation expense. While these cases were not directly
invelved in increased rates for customers, the booking of overearnings and other
excess revenues to depreciation reserve deficiencies denied customers the
opportunity fo receive refunds. These cases are as follows:

2. Docket No. 810210, Order No. 12147, June 17, 1983, Klorida Telephone.
Overearnings.

13. Docket No. 840158, Order No. 13624, August 27, 1984, United Telephone.
Overearnings.

15. Docket No. 840052, Order No. 13918, December 14, 1984, St. Joe Telephone.
Overearnings.,

16. Docket No. 840168, Order No. 13951, December 31, 1984, Central Tel¢phone.
Overearnings. ;

19. Dockets 810035, 820294, 810095, 810211, 810251, 810252, 850064, 820007,
830012, 850050, 820097, 830470, 820150, 840086, FPL, FPC, GULF, TECO, and
seven telephone companics. FPSC ordered refunds of JDIC reventues based on
interest synchronization for 11 electric and telephone companies through booking of
one time depreciation reserve adjustments, instead of requiring castomer refunds.

22. Docket No. 850662, Order No. 16879, November 21, 1986, United Telephone.
Overearnings, JDIC and Bill & Keep proceeds.

24. Docket No. 860525, Order No. 17022, December 24, 1986. Central Telephone.
Bill & Keep proceeds.

25. Docket No. 861139, 861362, 860674, Order No. 17040, December 31, 1986,
Southern Bell. Overearnings, Tax recovery.
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27. Docket No. 850250, Order No. 17132, January 26, 1987, Quincy Telephone.
Overearnings, Bill & Keep proceeds.

35. Docket No. 871269, Order No. 18736, January 26, 1988, United Telephone.
Overearnings.

36. Docket No. 870763, Order No. 19138, April 13, 1988, Florida Power. JDIC
interest synchronization.

- 41. Docket No. 880053, Order No. 19901, August 30, 1988, Gulf Power. JDIC
interest synchronization.

42. Docket No. 880860, Order No. 20330, November 18, 1988, United Telephone.
Overcarnings, Tax Reform Act.

43. Docket No. 880868, Order No. 19438, June 6, 1988, Tampa Electric. JDIC
Interest Synchronization.

46. Docket No. 870460, Order No. 20509, December 23, 1988, AT&T.
Overearnings.

52. Docket No. 890225, Order No. 22414, January 11, 1990, Quincy Telephone.
JDIC Interest Synchronization, Bill & Keep proceeds.

56. Docket No. 900162, Order No. 23922, December 21, 1990, Vista-United. Bill &
Keep proceeds.

59. Docket No. 890216, Order No. 24098, February 8, 1991, GTE. Unclaimed
refunds,

60. Docket No. 910461, Order No. 24940, August 20, 1991, Qnincy Telephone.
Overearnings.

61. Docket No. 900605, Order No. 25378, November 25, 1991, GTE, JDIC Interest
‘Synchronization, Bill & Keep proceeds.

64. Docket No. 910565, Order No. 25679, February 3, 1992, Quincy Telephone.
Overearnings. '

65. Docket No. 911108, Order No. 920028, March 10, 1992, ALLTEL.
Overearnings.

66. Docket No. 910731, Order No. 920368, May 14, 1992, Northeast Telephone. Toll
Subsidy revenues.
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71. Docket No. 920729, Order No. 930520, April 6, 1993, Chesapeake Utilities.
Overearnings.

© 73. Docket No. 920755, Order No. 930897, June 14, 1993, ALLTEL. Overearnings.

75. Docket No. 921278, Order No. 931554, October 25, 1993, Indiantown.
Overearnings.

76. Docket No. 930170, Order No. 931572, October 27, 1993, Gulf Telephone.
Overearnings. '

77. Docket No. 931101, Order No. 931773, December 10, 1993, Peoples Gas.
Overearnings.

80. Docket No. 920195, Order No. 940119, February 1, 1994, Quincy Telephone.
Overearnings.

84. Docket No. 940621, Order No. 940852, July 13, 1994, Florida Power.
Overearnings.

85. Docket No. 940663, Order No. 940872, July 18, 1994, TECO. Overearnings
credited to Storm Account.

88. Docket No. 921231, Order No. 950340, March 13, 1995, Florida Power & Light.
Overearnings used for asbestos abatement.

90. Docket No. 940826, Order No. 950427, March 29. 1995, Indiantown.
Overearnings.

93, Docket No. 950283, Order No, 951239, October 6, 1995, United Telephone.
Overearnings :

94. Docket No. 950359, Order No. 960461, April 2, 1996, FPL. Overearnings.
97. Docket No. 970410, Order No. 970499, April 29, 1997, FPL. Excess Revenues.

109. Docket No. 891335, Order No. 23957, January 4, 1991, Florida Power, JDIC
Interest Synchronization.
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REBALANCING OF RESERVES TO EQUALIZE BOOK DEPRECIATION
RESERVES AND THEORETICAL DEPRECIATION RESERVES

For the past 25 years, the Commission has followed a consistent procedare in its
review of depreciation studies and approval of new depreciation rates to first
eliminate the difference between the theoretical and book reserves of the company.
In each of its orders during this period of time, the Commission has first dealt with
the issue of rebalancing the reserves based on the new lives and salvage values that
have been proposed in the new studies. Many of these cases involved significant
corrective such as amortization of reserve deficiencies in combination with
rebalancing of the reserves between account surpluses and deficiencies. In 32
additional cases, the Commission achieved its goal of rebalancing the reserves
without the need for additional corrective actions. These cases are identified below:

23. Docket No. 851110, Centel

26. Docket No. 860050, Northeast Telephone
28. Docket No. 861151, Florala Telephone
30, Docket No. 870085, FPL

31. Docket No. 861512, Gainesville Gas

33. Docket No. 870108, Central Florida Gas
37. Docket No. 870964, Gulf Telephone

39. Docket No. 871301, Plant City Natural Gas
40. Docket No. 871266, People’s Gas

44, Docket No. 871397, Florida Natural Gas
45. Docket No. 871413, St. Joe Natural Gas
47. Docket No. 871420, Southern Gas

50. Docket No. 896725, FPUC

53. Docket No. 891050, Florala Telephone
55. Docket No. 801115, Southland Telephone
62. Docket No. 910686, TECO

67. Docket No. 910725, United Telephone
69. Docket No. 920385, BellSouth

70. Docket No. 920823, Florala Telephone
72. Docket No. 920795, Southland Telephone
74. Docket No. 921270, St. Joe Telephone

81. Docket No. 921337, St. Joe Natural Gas
89. Docket No. 940607, Quincy Telephone
95. Docket No. 950887, ALLTEL

96. Docket No. 960794, Quincy Telephone
98. Docket No. 970428, Chesapeake Utilities
99. Docket No. 980700, South Florida Natural Gas
100. Docket No. 980845, Indiantown Gas

104. Docket No. 990529, TECO

105. Docket No. 010669, FPUC

106. Docket No. 010031, Florida Power Corp.
108. Docket No. 010383, Peoples Gas
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Docket No. 090079-E1
Witness Helmuth Schultz
Late-Filed Deposition Exhibit — 1
9.15-09

EXPLANATION OF 72.19% ON HWS-1, C-3 AND $12,094,011

In determining how the $12,994,011 Long term incentive was arrived I took the total per
company from OPC 127 and multiplied it by the 72.4% expense factor on OPC 128.

The 72.19% was a fall out calculation that can be found in excel files of the schedules under the
payroll file on page 2 of that schedule. The cell has a formula in it.
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on 2008/2009 Compensation
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Impact of Economic Conditions on
2008/2009 Compensation Spending—
December Update

Dacamber 2008

To protect the confidential and prapriefary inforrmation included in this matesial, B may not be disciased or provided to any third partias
without the approval of Hewiit Associates LLC.
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We ask sach participaling company fo troat these survey findings with the
greatest confidence. The findings are not to be sharsd with or reproduced for any
persons outside your organization and its subsidiaries. Any reproductions for
internal use must include a copy of this page and the information contained
herson.

This material is the confidential property of Hewitt Associates LLC and
Howitt Associatos expressly withholds alf rights of reproduction except as stated
abovy.

@ 2008 Hewitt Associgtes LI C
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Survey Highfights and insights

" This report presents the results of the Second Economic Impact Survey conducted by Howitt Associatas
LLC (Howitt). The first survey was conducted and results reported baclk in the month of October. This
survey requastad additional information on overall changes in employee compensation due to recent
aconomic conditions for the calendar year 2008 and on current projections for 2009, Information was
collected from 640 organizations. Participants include 351 service organizations, 261 manufacturing
organizations, and 8 multt-industry organizations.

Where Things Stand—Overalt
Changes Alroady B Efactive Date
% 24%  32% 14%
— Decislon Date
Changes in NN Nov. Dec. Jsm.  Feb.
Procesa 19%  38%  28% 10%
Still Considering SANSININGIEIS Doc.  Jan.  Feb.
e N 3%  20%  16%

[@Percent of Responses |

This U.S.-basad pulse sirvey was conducted from November to December 2008 amidst the backdrop of
the conclusion of the Presidential elaction, a country stil waging war overseas, a highly volatile stock
market, and debate over a second major economic ballout package. in light of all these factors, half
(50%) of the 840 participants in this study told us they pian to change thelr position on salary increasoes or
variable pay. The net effect of considering both those who have made changes and those who remain
steadfast in their original position is a decrease of slightly less than 1 percent In salary increase
spending—aor a drop from 3.8 percent originally to 3.0 percant currently.

Organizations who have decided to revise their spending ievels have significantly reduced their
budgets—generally resulting in more than a 1 percent decrease from original projections set just a foew
months ago. Most appropriately, spending on variable pay Is also being decreased significantly. Few
companies are implementing salary freezes, and virtzally none ars cutting salaries. Holding the fine on
base salaries—one of the largest categories of fixed cost for most organizations——is not unexpected given
today's economic conditions. The responses we are seeing to this economic downtum-—with salary
increase budgets dipping beiow the 3 percent level—are far more significant than the responses
companies were pursuing in October 2001 just following the events of September 11.

Hewitt Associates it yaomoe
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Many organizations have no cholce but fo reduce their near-term fixed spending and to look for ways to
reduce the fuiire cost burdens associated with compensation expenses. These decisions should be
enterad into knowing that there could be fonger-term consequences—especially with top performers and
high potentials. Now is the time o find creativa ways to send the night messages to the most critical and
vaiuad employees through monetary and non-monetary recognition vehicles. # is also the thme to ensure
that ongoing reward programs are calibrated to compensate when performance Is strong and to avoid
perpetuating an entitiement mentality when performance is lacking.

Clearly many organizations and even some industries are being strongly impacted by the economy and
some short-term adjustmenis may be required to survive. The growth in variable pay arrangements
adopled by nearly 80 parcent of Corporate America will help organizations weather thesa difficult imes as
they allow smployers to more effectively manage fixed costs, focus an key business objectives, and
motivata and reward employees when they attain performance goals. The variabls cost attributes of these
plans should take some pressure off companies who are reluctant 1o reduce employess’ salades—
espacially given the current rate of inflation.

The complete roport of survey resuits foliow. Information appears In summary and detall based on
industry and geographic location. A minimum of ten organizations responding was required 1o report any
single data point.

Hewitt Associates ifi
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Overview of Survey Results
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Overview of Survey Results

Average Salary Increase Budgets—Iincfuding Zero Percents

arentheses indicate the number of organizations represented by each

in pi

Throughout this report, all numbers

Note

data point. Unfess specifically indicated otherwise, averages represent all reported data, including zero percent
sé budgets.

mncrea

E22308

©es
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Average Overall Salary increase Budgets—/ncluding Zere Percents
The tables below display results for organization that are ...

Note: Throughout this report, all numbers in parentheses indicate the number of organizations represented by each
data point. Unless specifically indicated otherwise, averages represenit alf reporied data, including zero percent
increase budgets.

Hewitt Associates 3 1272008
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2009 Qverall Salary Increase Budgets and
Salary Structure Increases by Industry
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Executive Group

2009 Projected Budgets

Manufacturing

Aerospace

Automotive/Vehicle Manufacturing
Chemicals (not Pharmaceutical)
Computers and Related Products
Consumer Products - Durable Goods
Consumer Products - Nondurable Goods
Elscironics/Electrical

Energy (OIl/Gas)
Food/Beverage/Tobacco

Forest & Paper Products/Packaging
Pharmaceutical

Other Manufacturing

All Manufacturing

Service

Banking/Finance
Business/Computer Services
Construction/Engineering

Education

Energy (Power/Gas)
Entertainment/Communications/Publication
Health Care/Medical Services
Insurance - Life & Health

Insurance - Property & Casualty
Research/Development

Retaif (incl. Wholesale & Distribution)
Telecommunications

Transportation Services

Other Service

Overall Salary Increase Budget _ Salary Structure Movement
Initial Current Initial Current
39% (9) 36% (V) 32% (5 32% (5)
40% (11) 13% (8) 24% (7) 17% (5)
3.8% (24) 3.0% (22) 24% (20) 22% (19)
37% (18) 25% (13) 25% (8) 20% (6)
3.7% (25) 30% (26) 28% (15) 25% (16)
38% (22) 26% (20) 27% (12) 25% (11)
38% (10) 32% (7) - @ — @
49% (20) 3.8% (18) 34% (10) 33% (10)
37% (27) 32% (25) 24% (15) 2.0% (14)
32% (9) 20% (9) — @) —_ @
40% (15) 39% (15) 29% (9) 26% (9)
36% (20) 26% {18) 3.0% (13) 25% (13)
3.8% (243) 3.0% (219) 2.7% (138} 2.6% (130)
37% (43) 24% (44) 2.5% (30) 1.8% (28)
44% (15) 3.3% (14) 27% (9) 23% (8)
47% (10) 41% (10) 3.3% (8) 26% (9)
3.8% (13) 19% (12) —_ (2 — 3
38% (38) 35% (37) 298% (22) 2.7% (20)
38% (7) 34% (6) 27% (5) - @
38% (29) 28% (25) 26% (22) 1.8% (23)
39% (22) 3.0% (20) 29% (12) 23% (12)
3.8% (18) 32% (18) 29% (7) 25% (6)
40% (11) 40% (10) 28% @) 28% (7)
35% (39) 21% (37) 2.7% (26) 21% (24)
37% (12) 27% (12) — @ — (@)
35% (9) 27% (8) 21%  (6) 25% (5)
35% (14) 28% (14) - (3) == {2)
3.8% (314) 2.8% (300) 2.6% (179) 2.1% (173)

g
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Salaried Exempt

2008 Projected Budgets

Manufacturing

Aerospace

Automotive/Vehicle Manufacturing
Chemicals (not Pharmaceutical)
Computers and Related Products
Consumer Products - Durable Goeds
Consumer Products - Nondurable Goods
Elactronics/Electrical

Energy (Ol/Gas)
Food/Beverage/Tobacco

Forest & Paper Products/Packaging
Pharmaceutical

Other Manufacturing

All Manufacturing

Service

Banking/Finance

Business/Computer Services
Construction/Engineering

Education

Energy (Power/Gas)
Entertainment/Communications/Publication
Health Care/Medical Services
Insurance - Life & Heaith

nsurance - Property & Casuaity
Research/Development

Retail (incl. Wholesale & Distribution)
Telecommunications

Transportation Services

Other Service

All Service

Overall Salary Increase Budget Salary Structure Movement
Initial Current Initial Current
39% (10) 3.6% 9) 3.0% (5 3.3% (6)
3.5% (14) 14% (1) 29% (8) 18% (6)
3.8% (24) 3.0% (22) 2.5% (20) 2.3% (19)
39% (17) 29% (12) 3.0% (9) 23% (7)
3.7% (29) 3.1% (29) 2.8% (16) 24% (17)
35% (23) 28% (21) 26% (13) 24% (11)
3.9% (12) 3.6% 9) — (3 — (3
47% (21) 3.8% (20) 34% (14) 3.2% (14)
3.7% (28) 34% (26) 30% (17) 22% (16)
3.1% (10) 20% (10) 21% (6) 21% (B)
41% (186) 39% (16) 24% {(10) 23% (10)
3.6%  (21) 28% (19) 2.9% (14) 24% (14)
3.8% (260) 3.1% (237) 2.8% (159) 2.5% (150)
3.9% (45) 2.9% (45) 24% (31) 2.0% (29)
44% (15) 3.6% (14) 26% (9) 23% (8)
50% (11) 42% (11) 3.5% (9) 3.0% (10)
35% (14) 23% (13) 25% (7) 16% (7)
3.8% {40) 34% (38) 2.9% (26) 2.8% (24)
3.8% 8) 3.4% ) 25% (6) 2.0% (5)
3.7% (31) 3.2% (27) 2.5% (27) 1.9% (26)
38% (21) 3.0% (19) 27% (13) 2.2% (13)
3.7% (19) 3.2% (18) 3.2% (10) 26% (9)
42% (12) 40% (11) 25% (8) 23% (8)
3.4% (40) 25% (38) 26% (29) 2.2% (27)
36% (13) 28% (12) 25% (6) 20% (5)
3.5% 9) 2.7% (8) 21% (8) 23% (6)
3.6% (14) 3.0% {13) 22% (5) 20% {5)
3.8% (326) 3.1% (307) 2.6% (212) 2.2% (2017)

Hewilt Associates
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Salaried Nonexempt

2009 Projected Budgets

Manufacturing

Aerospace

Automotive/Vehicle Manufacturing
Chemicals (not Pharmaceutical)
Computers and Related Products
Consumer Products - Durable Goods
Consumer Products - Nondurable Goods
Electronics/Electrical

Energy (OiV/Gas)
Food/Beverage/Tobacco

Forest & Paper Products/Packaging
Pharmaceutical

Other Manufacturing

All Manufacturing

Service

Banking/Finance

Buslness/Computer Services
Construction/Engineering

Educatlon

Energy (Power/Gas)
Entertainment/Communications/Publication
Health Care/Medical Services

Insurance - Life & Heatlth

insurance - Property & Casualty
Research/Development

Retail (incl. Wholesale & Distribution)
Telecommunications

Transportation Services

Other Service

All Service

Qverall Salary Increase Budget Salary Structure Movement
Initial Current Initial Current
3.8% (10) 36% (9) 28% (5) 31% (6)
35% (14) 14% (11) 26% (8) 18% (6)
38% (23) 32% (20) 26% (20) 25% (19)
39% (16) 31% (11) 31% (8) 26% (6)
36% (28) 3.1% (28) 2.8% (16) 24% (17)
36% (21) 29% (19 26% (12) 23% (10)
3.7% (9) 32% (6) — 3 — (3
47% (21) 3.8% (20) 35% (14) 33% (14)
37% (27) 35% (25) 23% (16) 198% (15)
31% (10) 2.0% (10) 21% () 21% (6)
3.9% (11) 36% (11) 22% (7) 21% (N
3.6% (19) 29% (17) 28% (12) 25% (12)
3.8% (238) 3.1% (215) 2.7% (147} 2.5% (139)
39% (41) 3.0% (41) 23% (27) 18% (26)
38% {12) 33% (1) 29% (8) 26% (7)
5.0% (10) 42% (10) 3.5% (8) 34% (9)
35% (11) 29% (11) 27% (5) 18% (6)
38% (33) 34% (32) 29% (21) 2.8% (18)
38% (8) 34% (7) 25% (6) 20% (5)
36% (21) 3.1% (18) 25% (17) 1.8% (18)
39% (18) 32% (17) 27% (13) 24% (13)
36% (15) 3.2% (15) 33% (@) 29% (7)
42% (10) 40% (10) 22% (V) 21% (7)
34% (33) 26% (31) 25% (25) 21% (23)
36% (12) 2.7% (1) 22% (5) — (&)
3.5% (8) 3.0% (7} 20% (7) 23% (6)
3.6% (14) 3.0% (13) 22% {5) 20%  (5)
3.7% (276) 3.1% (263) 2.6% (176) 2.2% (170)

Hewitt Associates
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Nonunion Hourly

2009 Projected Budgets
Overall Salary Increase Budgst Salary Structure Movement
Initial Current Initial Current

Manufacturing
Aerospace 38% (7) 35% (7) —  {3) — 3
Automotive/Vehicle Manufacturing 2.8% (11) 11% (9) 20% (6) 14% (5)
Chemicals (not Pharmaceutical) 36% (19) 3.1% (16) 24% (14) 24% (13)
Computers and Related Products 4.3% (11) 27% (8) 31% (@) 24% (5)
Congumer Products - Durable Goads 33% (24) 2.9% (24) 2.8% (13) 24% (14)
Consumer Products - Nondurabie Goods 34% (21) 27% (19) 24% (12) 22% (10)
Electronics/Electrical 36% (10) 35% (8) - (2 — (2
Energy (Oli/Gas) 46% (19) 37% (18) 34% (12) 3.1% {12)
Food/Beverage/Tobacco 35% (21) 32% (21) 19% (7) 14% (7)
Forest & Paper Products/Packaging 31% (8) 2.0% (8) —  (3) —  (3)
Pharmaceutical 41% (14) 40% (14) 25% (8) 24% (8)
Other Manufacturing 34% (18) 2.9% (16) 25% (10) 23% (10)
All Manufacturing 3.6% (210) 3.0% (192) 2.7% (113) 2.4% (105)
Service
Banking/Finance 3.7% (29) 3.0% (30) 23% (21) 21% (20)
Business/Computer Services 38% (11) 3.2% (10) 28% (9) 25% (8)
Construction/Engineering 48% (9) 40% (9) 32% (7) 32% (8)
Education 3.6% (12) 28% (11) 25% (6) 1.7% (6)
Energy (Power/Gas) 3.7% (33) 34% (33) 29% (22) 2.8% (20)
Entertainment/Communications/Publication 3.7% (6) 33% (5 27% (5 — (4
Health Care/Medical Services 3.7% (29) 3.3% (27) 24% (25) 2.0% (25)
tnsurance - Life & Health 3.8% (11) 33% (9) 26% (7) 24% (7)
Insurance - Property & Casualty 3.7% (12) 32% (12) 28% (7) 19% (6)
Research/Development 42% (7) 41% (6) 25% (5) 24% (5)
Retail (incl. Wholesale & Distribution) 3.4% (37) 26% (36) 26% (28) 2.1% (26)
Telecommunications 3.5% (11) 2.8% (11) —  (4) — (4)
Transportation Services 2% (7) 28% (6) 1.6% (5) — 4
Other Servica 3.5% (13) 3.0% (12) —  (4) —  (4)

3.1% (242} 2.5% (163) 2.2% (156)

A%t
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All Organizations

2009 Projected Budgets _

Overali Salary Increase Budget Salary Structure Movement
Geographic Region [nitial Curront Initial Current
East ‘ )
Executive Group 3% (160) 2.8% (150) 2% (77 23% (75)
Salaried Exempt 3.8% (170) 3.1% (157) 27% (97) 24% (91)
Salaried Nonexempt 37% (151) 3.1% (142) 27% (87) 24% (83)
Nonunion Hourly 3.7% (129) 3.1% (120) 26% (72) 23% (67)
Union 32% (43) 28% (44) 24% (20} 23% (19)
Midwost
Executive Group 3.8% (191 2.9% {180) 2.6% (124) 2.1% {116)
Salaried Exemnpt 3.7% (205) 3.0% (192) 2.6% (140} 22% (130}
Salaried Nonexempt 3.7% (174) 3.0% (163) 2.6% {118) 22% (109)
Nonunion Hourly 3.6% (167) 3.1% (158) 2.5% {103) 21% (85)
Unien 3.1% (68) 2.8% {(85) 25% (34) 19% (31
South
Execuliva Group 3.8% (108) 29% (98) 27% (58) 24%  (55)
Salaried Exempt 35.8% (108) 3.1% (100) 2.9% (68) 27% (62)
Salarled Nonexempt 39% (100) 3.2% (92) 2.8% (59) 27% (57)
Nonunion Houtly 7% (87) 3.0% (83) 27% (52) 27% (52)
Union 32% (28) 20% (29) 24% (19) 22% (18)
West
Executive Group 38% (74) 2.9% {B6) 28% (38) 24% (39)
Salaried Exempt 8% (76) 31% (87) 27% (45} 23% (42
Salaried Nonexempt 37% (695) 31% (57) 268% (39) 21% (36)
Nonunion Hourly 37% (56 3.1% {49) 2.8% (33) 24% (30)
Union 3% (12) 3% 1) 31% (9 0% (8)
Hewitt Associates 10 v
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Broad-Based Rewards

Prevalence of Broad-Based Rewards

No Program
With Program’ 31%

69%

{n=581)

Of those organizations currently with no program, 24 percent plan to introduce a program In 2009.

Don't
Know/Unsure
%

No
69%

{n=169)

'Where eligibility extends beyond executive level and sales employees.
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Organization Spending on Broad-Based Variable Pay Awards

Spending is calculated by the amount of afl variable pay awards divided by the amount of payrolt (total

cash compensation) of the sligible employee group.

2008 Average Spending as a Percent of Payroll

> IR Ay

So

2008 Business Performance Goals/Typical Award Payout
Over half (54%) of the responding organizations indicated that their organization will not meet
100 percent of business performance goals.

40%:-

30%}
20%:1

10%:

0%‘1 : : gt % E , 4 b i — B
<50% 75% 100% 110% >110%

Business performance goais B Award payout I
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Expected Changes to 2009 Var&ale Pay Pilans

o asueas

Changes to Largest Plan Design Type
Less than 10 percent of the organizations plan to make changes to thelr variable pay plans going forward.

Don't
Know/Unsure
15%

Changed
2%

Planning
5%

(n=503)

The tables following display variable pay spending for 2608 and 2009 projections broken out by industry.

Hewitt Associates 14 1202008
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Salaried Exempt

Variable Pay Spending

Manufacturing

Aerospace

Automotive/Vehicle Manufacturing
Chemicals (not Pharmacsutical)
Computers and Related Products
Consumer Products - Durable Goods
Consumer Products - Nondurable Goods
Elsctronics/Electrical

Energy (OiVGas)
Food/Beverage/Tobacco

Forest & Paper Products/Packaging
Pharmaceutical

Other Manufacturing

All Manufacturing

Service

Banking/Finance

Business/Computer Services
Construction/Enginsering

Education

Energy (Power/Gas)
Entertainment/Communications/Publication
Health Care/Medical Services
Insurance - Life & Health

Insurance - Property & Casualty
Research/Development

Retail (incl. Wholesale & Distribution)
Telecommunications

Transportation Services

Other Service

2008 2009 Projected
Initial Current Initial Current
~ (4 — @ —  (4) — 3
10.6% @ 8.4% (8) 9.1% (7) 6.0% (7)
120% (13) 12.5% (12) 12.8% (11) 13.8% (9)
9.5% (8) 8.6% (6) 9.6% (8) 8.8% (6)
12.3% (15) 104% (15) 123% (15) 10.9% (14)
15.1% (5) 13.6% (6) 145% (5) 13.6% (5)
9.6% (4} 9.7% 7 104% (6) 10.2% (6)
14.8% (9) 15.5% 9 14.8%  (8) 152% (8)
17.9% (16) 17.9% (15) 18.8% (16) 17.5% (15)
10.7% (5) 8.1% (5) 1186% (5) 11.6% (5)
18.3% (8) 17.3% (9) 16.9% (9) 15.8% (19)
104% (8) 102%  (8) 9.8% (8) 8.4% (8)
12.9% (118) 12.2% (117) 13.0% (115) 12.1% (110)
11.7% (19) 107% (20) 11.3% (17) 10.4% (15)
10.6% (6) 9.6% (5) 10.1% (6) 8.9% (5)
15.2% (6) 14.7% (6) 10.6% (5) 10.6% (5)
- M — (M — (1 —~ (1
11.9% (21) 11.2% (20) 12.1% (19) 123% (17)
- 4 — @ — 4 — 3
7.9% (8) 6.6% (8) 75% (8) 63% (N
81% (10) 8.9% (10) 8.5% (10) 7.0% (10)
17.3% (9) 15.3% (9) 16.7% (10) 15.9% (10)
4.0% @ 4.1% ) 42% (7} 62% (7)
11.1% (15) 10.1% (18) 10.8% (17) 84% (17)
78%  (5) — @ — @ — (4
13.2% (5) 13.7% (5) 12.9% (5) —  (4)
N 3 — (2) ~ (3 — 2
(130) 10.8% (131) 11. 4‘U1ZB} 10.1% (119)

11.6%

Hewiit Associates
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Salaried Nonexempt

Variable Pay Spending
2008 2009 Projected

Initial Current Initial Current
Manufacturing
Aerospace —  (3) —  (3) —  {3) — (3)
Automotive/Vehicle Manufacturing 39% (7) 19% (7) 26% (7) 1.3% (6)
Chemicals (not Pharmaceutical) 50% (12) 48% (1) 50% (11) 46% (9)
Computers and Related Products 56% (5) — (4) 4.7% (5) 46% (5)
Consumer Products - Durable Goods 7.7% (10) 6.0% (10) 76% (10) 53% (9)
Consumer Products - Nondurable Goods 64% (5) 4.2% (6) ~—  (4) —  (4)
Electronics/Electrical 54% (5) 56% (5) 54% (5) 52% (5)
Energy (Oil/Gas) 598% (8) 6.3% (8) 56% (7) 508% (7)
Food/Beverage/Tobacco 107% (10) 12.0% (10) 10.6% (10) 9.6% (10)
Forest & Paper Preducts/Packaging 6.0% (B) 48% (5) 75% (5) 75% (5)
Pharmacautical 6.8% (5) 6.8% (5) 6.5% (6) 6.5% (6}
Other Manufacturing 6.3%  {6) 6.3% _ (6) 7.0% (6) 7.0% (6)
All Manufacturing 6.3% {91) 5.9% (89) 6.2% (87) 5.7% (83)
Service
Banking/Finance 73% (14) 6.7% (15) 7.0% (13) 6.9% (12)
Business/Computer Services —  {2) — (2) —  (3) — {2
Construction/Engineering —  (3) — (3) — 3 —  (3)
Education — (1) — (1) — (1) — {1
Energy (Power/Gas) 83% (18) 8.0% (17) 8.5% (16) 8.8% (14)
Entertainment/Communications/Publication — @ — @) — @ — (3
Health Care/Medical Services 37% (8) 27% (8) 34% (8) 3.1% (7)
insurance - Life & Health 45% (7) 49% (7) 45% (7) 38% (7)
Insurance - Property & Casualty 10.8% (6) 10.5% (6) 9.6% (7) 9.1% (7)
Research/Development 27% (6) 27% (6) 28% (6) 2.8% (6)
Retail (Incl. Wholesale & Distribution) 43% (9) 5.9% {(10) 32% (9) 52% (11)
Telecommunications ' —  (4) — 3 )] )
Transportation Services — 4 —  (4) — 4 - (3)
Other Service — (1) — N — (1 — (1)

All Service 6.3% (97) 6.0% (99) (95 5.6% (90)

Hewitt Associates 16 ' 1220478
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Nonunion Hourly

Variable Pay Spending
2008 2003 Projected

Initlal Current Initial Current
Manufacturing
Agrospace — (2 — @ - @ — (2
Automotive/Vehicle Manufacturing 06% (5) 0.6% (5) —  (4) — @
Chemicals (not Pharmaceutical) 4.7% (10) 45% (9) 47% (9) 42% @)
Computers and Related Products — (3 —  (3) — (2) — (2
Consumer Products - Durable Goods 54% (8) 28% (8) 54% (8) 3.8% (8)
Consumer Products - Nondurable Goods — @ 3.0% (5) — (3 — 3
Etectronics/Electrical — 4 — (4) — @ — (3
Energy (Oll/Gas) 56% (8) 56% (8) 51% (7) 49% ()
Food/Beverage/Tobacco 46% (7) 52% (7) 38% (6) 38% (6)
Forest & Paper Products/Packaging — (2 —  (2) -~  (2) —  {2)
Pharmaceutical 6.7% (6) 7.0% (6) 6.2% (6) 62% (6)
Other Manufacturing 6.7% (8) 6.7% (8) 7.2% (8) 5.8% (8)
All Manufacturing 4.7% (75) 4.3% (75) 4.6% (68) 4.0% (66}
Service
Banking/Finance 75% (9) 7.4% (10) 68% (9) 5.9% (10)
Business/Computer Services — (2 — (2 —  (3) —  (2)
Construction/Engineering — 3 —  (3) — 3 — (3)
Education — 1) — (1) — — )
Energy (Power/Gas) 7.3% (19) 6.6% (18) 73% (17 75% (16)
Entertainment/Communications/Publication — (1) — 1 — (N — 1
Health Cara/Medical Services 38% (7) 27% (7) 34% (7) 32% (6)
Insurance - Life & Health — (3 —  (3) —  {3) —  (3)
insurance - Property & Casualty 5.1% (5) 49% (5) 56% (5) 49% (5)
Research/Development — (3 —  (3) —  (4) — @)
Retail (incl. Wholesale & Distribution) 03% (7) 0.7% (8) 0.6% (8) 0.7% (9)
Telecommunications —  (3) — ) — (3 —  (3)
Transportation Services —  (3) — 3 — (3 — (3
Other Service — (1) — (1) — (1 — (1)
All Service 5.1% (73) 4.8% (75) 4.8% (74) 4.2% (73)

SVt AR S S
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Additional Insights
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Additional Insights

Organizations Planning Changes to Overall 2009 Base Salary Budgets

Qver half (52%) of the responding organizations are either planning or in the process of making changes
to overall base salary budgets.

No Don't
26% a5 Know/Unsure
St : 22%

Planning
2%

(n=640)

Extending Timing of Salary Increases

Only 10 percent of the survey organizations are planning/considering extending timing of salary increases
for employees. Of those, the most pravalent extension period pfanned Is for three to four months.

Hewilt Associates 19 12720808
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Organizations Planning Changes to Overall 2008 Salary Structure Movements
Less than half (32%) of the responding organizations have changed or are planning to change their salary
structures.

Don't
Know/Unsure
17%

Planning
21%

(h=622)

Reward and Retention of High-Performing Employees
The majority of responding organizations have existing approaches in place for retention of high-
performing employees.

RSN

5 5 el AR

Note: Percentage will total more than 100 percent since more than one response was provided by some participants.
Any bonus or incentive plans infanded onjy for exacutive, management and/or sales populations have been excluded
from thesa calculations.
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Other Economic Impacts

Other economic impacts planned by the responding organizations are displayed in the following tables.

Hiring Freeze

Yes

61% & 39%

(n=486)

l.ayoffs/Reduction in Staff

Pay Freeze

90% £
Yes
10%

{n=500)

Reducing Promotions

No
Yes'
‘ 35% B
(o]
65% :r:;
{n=465) (n=488)
'On average, 7.5% of U.S. workforce
Salary Cuts for Executives Salary Cuts for All Employees
Y
1?/08 No
89%
Yes
No §
99% <1%
{(n=577) (n=589)
Hewitt Associates 21 122008
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Empioyee Communication
Only 39 percent of the responding organizations plan to communicate changes to base salary budgets or
variable pay programs to employees.

Don't
Know/Unsure
25%

Yes
39%

(n=613)

Methods
The two most prevalent methods of cormmunication for changes are written message from leadership
and/or leadership presentation.

Note: Percentage wlil total more than 100 percerk since more than one response was provided by some participants.
Any bonus or incantive plans intended only for executive, management and/or sales populations have been excluded
from these cafculations.

Hewitr Associates 22 17408
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Primary Reasons

The most prevalent primary reason shared with employees is changes are needed due to business
F resuits. s

Note: Percentage wili tolal more than 100 péfcenl since more than one response was provided by some participants.

Any bonus or incentive plans intended only for executive, management and/or sales populations have been excluded
from these calculations.

Expectation of Empioyee Feedback
The majority of organizations responded empioyees will understand due to the present economy.

Hewit1 Associates 23 127206
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Participant Information
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Participant information

Participant Demographics by Industry

Manufacturing Service

Agrospace 15 Accounting/Consulting/Legal 8
Agricuiture 5 Banking/Finance 46
Automotive/Vehicle Manufacturing 15 Business/Computer Services 16
Building Materials 7 Construction/Engineesring 13
Chemicals {not Pharmaceutical) 26 Education 16
Computers and Related Products 20 Energy (Power/Gas) 43
Constmer Products-Durable Goods _ 30 Entertainmert/Communications/Publication 10
Consumer Products-Nondurable Goads 23 Govarmment 3
Elecironics/Electrical 12 Health Care/Madical Services 33
Energy (CiWGas) 24 Hospitality/Restaurants 8
Food/Beverage/Tobacco 30 insurance-LKe & Health 22
Forest and Paper Products/Packaging 10 Instrance-Property & Casualty 19
Industrial Machinery/Equiprment 6 insuranoe-Other 9
Medical Devices/Products 6 Not-for-profit 7
Metat Fabrication 2 Real Estate 5
Metals 5 ResearchfDevelopment 12
Mining/Milfing/Smelting 2 Retail {incl, Wholgsala & Distribution) 45
Pharmaceutical i8 Telscommunications 14
Printing 1 Transportation Services 10
Rubber/Plastics/Glass 2 Services-Other 15
Manufacturing-Other 22

Multiindustry

Diversified/Mult-Company 8

Hewitt Associates 25 (e U
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Participant Demographics by Geographic Region

East South
Connecficut 18 Alabama 1
Detaware 4 Arkansas 2
District of Columbla 12 Florida 11
Maine 4 Georgla 18
Maryland 7 Kentucky 3
Massachusetts 31 Loulsiana 1
Now Jerssy 24 Mississippi 2
New York 41 ~ North Carolina 15
Pennsyivania 28 Oklahoma 2
Rhode Istand 1 South Carolina 1
Virginia 15 Tennegaee 1"
Texas 47
West
Alaska 1 Midwest
Asizona 4 1linots 56
California 44 indiana 10
Colorado 10 lowa 8
Hawail 2 Kansas 4
tdaho 1 Michigan 21
Nevada 1 Minriesota 33
Oregon 8 Missouri 18
Utah 4 MNebraska 5
Washington 10 Ohio 28
South Dakota 1
Wisconsin 32
Partici pant Demograghics bz Drganizatian Size
All Organizations Median
Revenue $2.6 billion
Number of FTEs {U.8.) 5,500
Hewitt Associates 26 2
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Participants List by Company Name
3Com

3M Company

A. Q. Smith Corporation

AAA Mid-Atlantic Inc.

AAA Northern California, Nevada, Utah
ABB Inc.

Abbott

Abercrombie and Fitch

ACCO Brands Corparation

Ace Hardware

Acushnet Company

Acxiom Corporation

Adecco

ADP

AEGON Financial Pariners

AEP

Aera Energy Services Company
Aerogjet—GenCorp

AGL. Resources

AgriBank

Alr Products and Chemicals, Inc.
AK Steel Corp.

Aker Solutions

Alaska Airlines

Alcoa

Aleris Intemational, Inc.

Altegheny Energy

Allianca Pipeline

Alliant Techsysters Inc.

Alistzte Insurance Company

Alitel Corporation

Alphama

Alstorn Power

Altera Comporation’ _
Alyeska Pipeline Service Company
AMC Entertainment inc.

AMCORE Bank

American Chemical Society
American Eagle Outfitters, inc.
American Famlly lnsurance
American Greetings Corporation
American Honda Motor Company
American intemational Group
American Water Works Association
The Ameritiealth Mercy Family of Companies
Anadarko Petroleum Corporation
Anazleg Devices

Andersen Corporation

The Andersons, Inc.
Anheuser-Busch Companigs, inc.
AOLLLT

Aon

Apache Compaoration

APL Limited

Apogee Enterprises, Inc.

Apple

Applebee’s Services, lnc.—DineEquity
Applied Blosystems

Applied HR Strategles, Inc.
ArcelorMittal USA

Argonne Naticnal Laboratory
Arkema

Armstrong World Industries
Armowpoint Capital

Ash Grove Cement Company
Ashiard Inc.

ASME

Aspirus

AstraZeneca Pharmaceuticals LP
AT&T

Aurora Health Care

Ausra, inc.

AutoNation, inc.

AutoZone, Inc.

Avant Energy, Inc.

Avigta Corporation

Aviva USA

Avon Products, Inc.

Bacardl

BAE Systems, Inc.

Bail Aerospace & Technologies Corp.
The Bank of New York Mellon Corporation
Banner Health

Baptist Health System

Bames Group Inc.

BASF Corporation

Baxter International

Bayer Corporation

BB&T

BearingPoint

Bechte! Comoration

Beckman Coulter, Inc.

Belk, Inc.

Bemis Co, Inc.

Hewity Associates - 27
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GG Technologies snd Solutions Inc.

Best Buy Co., Inc.
Big Lots Chemtura Corporation
Biongen idec Chicagoe Board Options Exchange
Biack & Veatch Comporation Children's Hospital—QOmaha
BioodCenter of Wisconsin Children's Hospita! & Health System
Blue Cross and Blue Shield of Massachuselts Chiquita Brands internationaf Inc.
Blue Cross Blue Shield of Michigan Chalce Hotels internationsi
Biue Cross Blue Shield of Nebraska Chrysler LLC
BMC Software Chubb Insursnce Company
BMW Financial Sarvices Cisco Syslems
BNSF Railway Company CIT Group, Inc.
The Boeing Company Citrix systems
Bon Ton Stores inc. City of Austin
Baoz Alien Hamiiton City of Charlotte
Brady Corporati: - Ciarian Health Pariners
Brandeis Uni- - sty Claring USA
Bremer Fi:.- - .al Classic Residence by Hyatt
Brightpon: The Ciorox Company
Big.iscast Music Inc. (BMI) CNA Financial
Broadridge Fine~  : “niutions The Coca-Cola Company
Brookhsz - -aboratory Colgate-Palmolive Company
Br any, Inc. - Columbia St. Marys
aty CommScope

v wituted ConAgra Foods
CA, Inc. Consecc Services, LLC
Cadenca Design Systems Constellation Brands Inc.
Callaw-  olf Company Constallation Energy
Ca - Soup Company Cooper industiies
Ca ‘aad Compa- - Limited Ceoper Standard Automotive
Ca satment Ce:iers of America, Inc, Copano Energy
Caron Uz no Com Products Intemnational
The Capite . Companias Coty Inc,
Capital Ona i-mancial Corporation Covance, Inc.
Cargl! inc. Covanta Energy
Carlson Companies Coventry Health Care, Inc.
Carrier Corporation Crosstex Energy
Cash Amarica Intemational, inc. CSC
Catstpillar Financlal Services Corporation Cummins
Caterpifiar, inc. CUNA Mutual Group
cB&t Dalichi Sankyo
CDi Corp. Daimier Financial Services
CDM Dalmdar Trucks North Amaeriza
Cselanese Dal-Tha
Celgene Dawn Food Products
Centene DCP Midstream
CenterPoint Ensrgy, Inc. Doars & Company
Cemer Corporation Deloitte & Touche
CGGVERITAS Devon Energy
Hewitr Associames 28 122308
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DFS Group LP

Diageo

DIRECYV

DMV USA LP

Dollar General Corporation

The Dow Chemical Company
Downey Savings & Loan Association
DRS Technulogles

DST Systems, Inc.

DTE Energy

DTS, Inc,

Duke Energy

Duke Realty Corporation

DuPont

E & J Gallo Winery

E.ONUS,

Eastman Chemical Company
Eastman Kodak Cotnpany

Eaton Corporation

Ecolab inc.

Edison Mission Group

Edward Jones

El Paso Corporation

Electric Power Research institute
Elsgvier, Inc.

Embarg Corporation

Enbridge Energy

EnCana Ol & Gas (USA} Inc.
EnerTech

Entergy Corporation

Enterprise Products (EPCO, Inc.)
EPCO, Inc.

Epson America, inc.

Equity Office Management, L.L.C.
ERCOT, inc.

Erle Insurance Group

Essilor of America

Eugene Water & Electric Board
Exterran

FANUC Robotics

Famer Mac

Federal Reserve Bank of Atlanta
Federal Reserve Bank of Cleveland

Fideiity Investments

Financia! industry Regulatory Authotify (FINRA)
First Citizens Bank

FirstEnergy Com.

Fisarv

Fiskars Brands, inc.

Flowserve Corporation

Fluor Corparation

Ford Motor Company

Foresters

Fortune Brands, inc.

FPL Group

Fraser Papers Inc.

Fresenius Medical Care North America
Gap, Inc.

GATX Corporation

GDF SUEZ North America

GE Rail Services

GEICO

General Atomics

General Dynamics Land Systerns
Ganeral Dynamics-Advanced Information
Systems

Ganeral Mills

General Motors Corporation

Goneral Reinsurance

Genworth Financial

Genzyme Corp

Georgetown University

Gety Images

Gevily HR

Giant Food Stores, LLC
GlaxoSmithKline

Giobal Crossing

Goodman Mg Company L.P.

The Goodyear Tire & Rubber Co
Graco Inc.

Grange Mutual Casualty Company
Graphic Packaging International, Inc.
The Great Atlantic & Paclific Tea Company, Inc.
Great River Energy

Green Tree Servicing

Greyhound Lines, inc.

Federal-Mogul Corporation Guidestone Financial Resources of the Southem
FedEx Corporation Baptist Conventicn

Feliowes inc. Gundersen Lutheran Medical Center

Fermi National Accelerator Laboratory H&R Block

FHLB Boston H.B. Fuller Company
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Hallmark Cards ltochu Intemational Inc,

The Hanover Insurance Group, Inc. J. Paul Gefty Trust

Hanesbrands Inc. J.R. Simplot Company

The Hartford James Campbell Company LLC
Harvard University James Hardie Building Products
Harvard Vanguard Medical Assoclates John Hancock

Hastings Mutual Insurance Company The Johns Hopkins University/Applied Physics
HD Supply, Inc. { aboratory

Health Care Servics Corp John Wiley & Sons, Inc.
HealthONE Johnson & Johnsorn

HealthPartnars Johnson Controls Inc.

Herman Miller, Inc. JohnsonDiversey, Inc.

The Hershey Company _ Jordan's Fumiture

Hess Corporate Kalser Foundation Health Plan, Inc.
Hewlett Packand {(excluding EDS) Kaisar Permanante—Northem Califormia Region
Hexion Speciaity Chemicals Karmnan Corporation

Hilcorp Energy Company Kaman industrial Technologies
The Hiliman Company KBR

Hines Kelicgg Company

Hitachi America, Ltd. Ketry ingredients & Flavors

HJ Heinz Kimberty-Clark Corporation

The Home Depot Kinder Morgan

Hormel Foods Corp Knolls Afornic Power Laboratory
Hospira, Inc. Kohiler Co.

HP Hood LL.C Kraft Foods, Inc.

HPC Healthcars, inc. Kronos incorporated

HSBC-North America L..L.Baan

Hughes Network Systemns Larson Juhi

HydraForce, Inc. LeapFrog Enterprises

IBM Corp. Lehigh Hanson

Idaho National Laboratory Liberty Mutual Group

IDG Life Technologies (formerly Invilrogen)
IMS Health Lifetouch inc.

InfoPrint Solutions Company, LLC {imited Brands

infortnation Resources, inc. The Linde Group

ING Amsaricas Link-Belt Construction Equipment
ingersolt Rand Co, Ltd Lockheed Martin Corporation
Integrys Energy Services, inc. LORD Corporation

intel L.'Oreal USA, Inc.

InterContinental Hotels Group The Lubrizol Corporation
intermountain Healthcare Luxottica Retall

Intemational Asset Systems MAT Bank

Internationa! Paper Macy's, Inc.

intemational Rescua Commitiee Malcolm Pimie

Intertek Manitwoc Company, inc.

Invensys Controis Maritz Holdings Inc.

lroquols Pipeline Operating Company Marquette Financial Companies
ISO New England Marriott infernational

Hewib Associates 30 120008
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Mars North America

Marshall & lisley Comporation
Mary Free Bed Rehabifitation Hospital
Masco Corporation
MassMutual Financlal Group
MassMutual Life Insurance Company
MasterCard

McCormick & Co., Inc.
McDemmott International

The McGraw-Hill Companies
MciKesson Corporation
MeadWestvaco

Medco Health Solutions, Inc.
Medical Mutual of Ohio
Medtronic, Inc.

Memorial Health System, Inc.
Merrill Corporation

Mstal One America, Inc.
Mathanex Corporation
Michaels Stores Inc.
Microsoft

MidAmerican Energy Hoidings Company
The Midland Company
Midwast ISO '
MILLERCOORS

Millipore Corp

Mirant Corporation

MITRE Corporation
Mitsubishi Motors North America
Mchawk Industries

Maison Coors

Montefiore Medical Center
Moog inc.

Morrison & Foerstar, LLP
Mphasis an EDS Company
Mutual Trust Financial Group
MWV Corporation

Naico

The NASDAQ Stock Market
Nationat Grid

National Semiconducior
Navistar inc.

Navy Federal Credit Union
NCCI Holdings, Inc.

NCH Corporation

NCR Corporation

Neenah Paper inc,

Nestie USA

NewPage Comp

The New York Public Library

Nicor Gas

The Nielsen Company

Nike, Inc,

NiSource

NJR Service Carporation

Nordstrom

Nortel

Northrop Grumiman Corporation
Nerthrop Grumman Shiphuilding-Guif Coast
Northwestern Mutuat

Northwestern University

Novo Nordisk, Inc.

NRG Energy, Inc.

NRUCFC

Nycomed US Inc.

Oak Ridge Nationat Laboratory

Oce North America

Ocean Spray Cranberries, inc.

The Ohio State University

Olympus Corporation of the Americas
Omahg Public Power District
OneAmerica Financlal Partners, Inc.
ONEOQK, Inc.

Orbitz Worldwida

OSG Tap & Die, Inc.

Owens Coming

Oxford Industries Inc,

Pacific Life Insurance Company
Pactiv

The Pampered Chaf

Panasonic Automotive Systems Company of
Amarica

Panasonic of North America

Parker Hannifin Corporation

Pella Corporation

People's United Bank

Pepco Holdings, Inc.

Pepsico inc.

Perot Systems

PeiSmart

Pinnacie West Capital Corporation
Pioneer Hi-Bred Intemational, Inc., A DuPont
Campany

Pioneer Natural Resocurces

Pitney Bowes, Inc.

PJM interconnection

Hewitt Associates
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PMC Sierm

Polarls industries

PotashComp

PPG Industries Inc.

Praft & Whitney

Praxair Inc.

PreVisor

Principal Financial Group

The Progressive Corporation
Prudential Financiat

Public Service Enterprise Group Inc.
Qualcomm

QVC, inc.

Qwest Communications
Raley's

Ray Assoclates, Inc.

Rayonier

Realogy

Recreational Equipment, Inc.
Reebok International, itd.
Regal Balolt Corporation
RehabCare Group Inc.

Rexal, Inc.

Rexnord Industries

Reynolds American Inc.

Rich Products Corporation
Ricoh Elecfronics, Inc,

Rio Tinto

Robert Bosch LLC

Robert Bosch Too! Corporation
Roche Molecular Systems, Inc.
Rochester Institute of Technotogy
Rockweli Collins Inc.

Rolkins, inc.

RR Donnelley

Ryarson Inc.

S. €. Johnson & Son, inc.
Sabre Holdings

Safety-Kleen Systems, tnc.
SAIF Corporation

Saint Thomas Health Services
Saks Fifth Avenue

Sallie Mas

Sapp! Fine Paper North America
Sara Lee Comporation
Sauer-Danfoss

SCA Americas Inc.

SCANA Corporation

Schering-Plough Corporation
Schneider Bleclric

Schrelber Foods

Schwan Food Company ]
Schweltzar-Mauduit Intemational, Inc.
SCL. Health System, Inc.
Scottsdale Haalthcare

Scripps Networks Interactive, Inc.
Sears Holdings Corporation
Securian Financial Group
Sentara Healthcare

Savemn Trent Setvices
Shaughnessy

The Sherwin-Willlams Company
Shure Incorporated

Simpson investment Company
Sisters of Mercy Health System
Snapon Incorporatad

Salutia inc.

Southem Company

Southem States Coop
Sovereign Bank

Spectra Energy

Spectrum Health

Speedway SuperAmerica LLC
SRA intemational

St. Cloud Hospital

Starbucks Coffee Company
Starweod Hotels & Resorts Worldwide, Inc.
Stata of Colorado

Stepan Company

STERIS Corporation

Sterling Chemicals, inc.

STiHL inc

Sub-Zero W, Inc.

Sunoco, Inc.

SUPERVALU

Swiss Re

Symantec Corporation
Syngenta

Synovus Financial Services
Takeda Pharmaceuticals North America, Inc.
Target

Target Corporation

TCF fFinancial Corp.

TO AMERITRADE

Tech Data Corparation
Tecumseh Products Comparty

Hewitt Aszociates
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Texas Industries, Inc.

Texas Mutual Insurance Company
The Timberland Company

The Timken Company

The TJX Companies

The Trustmark Companies
Thomson Reuters

TIAA-CREF

T-Mobille USA

Toshiba America Information Systems, inc.
Toyota Molor Sales, U.S.A., Inc.
Travelers Insurance Company
TRW Automotive

TTX Company

Tufts University

Tupparware Brands

Tyco Electronics

U.S. Foadsarvice

ULTA Salon, Cosmetics & Fragrances, Irc.
Underwritars Laboratories
Uniiever

Union Tank Car Company
Unisys Corp

United Airlines

United Stationers

United Technologies Corporation
UnitedHealth Group

University of Georgla

University of Pennsylvania
University of Rochester
University of Southern California
US Oncology

USG Corporation

usis

USU Space Dynamics Laboratory

Utica National Insurance Group
Valassis Communications Inc.
Vanderblit University and Medical Center
Vectren Corporation

‘The Venstian/The Palazzo

Verizon Cormmunications

Verizon Wireless

Vermeer Corporation

Vastas American Wind Technology
VF Corporation

VisionShars inc.

Visteon Corporation

Volvo Group North America

Vulcan Materials Company

W. R. Grace & Co.

W.W. Grainger Inc,

Walgresns

Washington Division of URS Corporation
Washington University

Watsrs Corporation

Well, Gotshal & Mangas, LLP

The Weitz Company

WellPoint, inc.

West Marine

Westaern Union

Woestinghouse Electiic Company LLC
Wheaton Franciscan Healthcare
White Castia

Wisconsin Lift Truck Gomp.

WL Gore & Associates

wm. Wrigley Jr. Company

Wiright Expeess Com.

Yale University

Yum! Brands

Zabra Technologies Corp
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Definition of Terms

The foliowing are brief definitions of some of the concepts that are used throughout this report.

Salary Increases

Ovarall Salary Increase Budget

The total amount of all increases merit increases plus general salary increases. This amount excludes any
separale promotional and/or any special adjustments budgets.

Structure Movemant
The amount by which the established midpoints of a formal salary range/band (or wage rate) are adjusted
1o reflact movements in the marketplace.

Employee Groups
Executive Group
individuals consitered top and/or sentor management.

Salaried Exempt
All nonexecutive salarled employees for whom overtime pay is not required by the Fair Labor Standards Act
(FLSA).

Salariad Nonexempt
Salaried employees for whom overtime pay Is required by the FLSA.

Nonunion Hourly
Nonunion employees who are paid on an hourly basis (e.g., skilled trades, production employees).

Unlon
Employees who are a part of a labor union.

High Potentials

An elite group of employees who are seen as being capable of contributing to the organization in a role with
greater compiexity, impact, scope, and scale than their current roles. They have the versatility to play a
number of roles in the organization, demonstrate the abilky to see things from new perspectives, quicidy
adapts, consistently delivers strong results, and would be difficult to replace due to the value that they bring
to the organization,

Top Performers

A group of employees who ciearly and consistenitly demonstrate exfraordinary and exceptional
accomplishments in all major areas of responsibility. Performance of this caliber 's rarely equaled by others
who hold positions of comparable responsibliity, Nofe: A top perfarmer is not automatically a high potential.

Hewitt Associates 35 1272008
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Broad-Based Rewards

Variable compensation pians for employes groups beyond executives and the sales population. Broad-
based plans may indiude executives or sales personnel, but plans that are exclusive to those constituencies
are gxcluded from this analysis.

m These are performance-related awards that does not affect an employee’s base pay and must be re-
earned eath year,

w Such awards cover a cross-secfion of smployees below the executive level; and
@ May be in cash, or for special recognition, or equity based awards.

Short-Term Incentive Programs

Business incentives

Awards based on combined financial and/or operaiing measures for ofganizsation, business unit,
departiment, plant, and/or individual performance.

Cash Profit Sharing Awards
Equal payment (as a flat dollar amount or percent of salary) to all or most employees basexd on a percent of
organizational nrofitability.

Gain Sharing/Productivity Awards
Plans designed to share a percent of cost savings of a group, unit, or organtzation. The gains are typically

shared uniformly among al parficipanis.

Indiy - ~mance Awards ‘
Foy.eii Dased solely on individual performance criteria. Payout amount typically varies from one individual
to another.

Toam Awards
Provided f.- ind™  -als on a project or work team.

Specis Lie-Time Awards
8pecizal Recognition Awards
Recognition for individual or group achlevemerts in the form of cash, merchandise, or travel.

Long-Term incentive Programs

Nonexecutive Equity Awards

Grant of stock options as a reward (not for retirement) (e.g., stock options, restricted stock, phantorn stock,
perfommance shares/units).

Hewil Associales 36 (=10 1
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Mr. Pous has identified 186.5 hours of his time through September 1, 2009,
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MEMORANDUM

This standaerd practice U-4 has baen vrepared io assist engineers of the Tl
ties Division of the Commission staff ond others in determining proper ennual
depraciation sxpenss geerucls, Tha present prinied sdition revives the {stue of
Januery 15, 1954, the supply of whick has been exhausied. Ths proctics was
originally fseusd April 9, 1932 with revisions in 1953 end 1§54, In thie revi-
slon, minor changes heve been made tncluding on szpansion om the fnisrim
retirement defermination and on enlargement of the material relating o fypienl
average service lives. Al essentinl moterial mecessury fo determining depracie-
ton ezpenses by the sireight-ling remaining life method oz been carrisd for-
i ward from the former issues.

This vevision has been prapored wnder Utilitiss Division Work Order S-1563.

January 3, 2961

OPC-LFE-POUS000003




v’
r

1

—

=y

————

A st v S o

| ST —

; o

-

=

I
[
A

TABLE OF CONTENTS

Title ) S

Crnusrtem 1—Score o Posue Urnary

Drrrzciirion

Parpose of This Practice
Basic Deprecintion QObjectives
Coneepls of Depreciation
Aceounting Transactions Relating to
Depreciation
Definitions of Depreciation
Sinking Find Methad

crétn ntrnon

OwarTeR 2—REMarxaywe Lire axp Toran

Lirr Mrrrons

The Two Methods

The Tots] Life Equetion for Depreciation .
Reappraisals of Depreciation Chayges ..
Tota) Lite Theory Inedequate . .
Thﬁgemammg Life Equahon for Depreciation

m SW=A=Jn]

» Omaryen 3—Facrors IxFrveconcs DermEcumion

. General

ACCRUALS

Aeccointing for Plant Additions and
Retirements
Retirement Pricing and Unit Prices
Tnit and Gronp Bases for Accounting__
Buhaccounts of Flant, Classes of Property and
Age Groups
Taventories and Appraisuls
Historical Development of Depreciztion Resem 11
Alaintenance Practices and Depreciatiom. . __ 11

Jmarrea 4-THE Rearsrye Tarn DErEecrizion

AccrUaL DETERNINATION

Genersl

The Acerval Equation

The Gtandard Form for the Acernal Determi-
nation

Plant in Serviee

Future Net Balvage

Baok Depuc;atmn Reserve

Reweining Life Expeetancy.

Deprecistion Acernsls

AMernate Accrual Determination for Bmall
Ttilities

b REBRERR BB

E‘s Dy

Title FPape

Crarree 5—Merrons oF EsTnormse roE REMammce

ExeecTaxcy
Generzl 19
A—TFRemaining Life and Plant Morta]xt}' 19
Basic Natere of Hemoining Life Estimate . 19

Plent Mortelity Experience . 18
Chart 54-—A Burviver Cnrve snd Relsted

Curves 20
B—Date Avzilable From Thility Records ... 21
Souress of Dats 21
Mortality Summary Data____ 21
Age Distribation Data. 21
Accounting Reeords of Gross Additions smd
Plant Balances, 24
C—Methods of Weighting 24
Trpes of Weighting 24

Belecting 2 Method of Welghtmg............-._.. 28

D—2Afethods of Esthnahng Remaining Lifs. . g

Survivor Curve AMethod

Foreeast Alethod - 98
Approximation Method . ______ 80
Direct Judgment Alethod 20

E—Choosing & Methed of Estimating Remain-
mg Lafe -30

Steps in Choosing a Method . _____ 80
Choosing a Metbod for Bmaller Thilitles .. 81

CEAPTER G—JI‘rn: Cortes axp Trreicar Exsamrres op

Servce Lire EsrnraTss
Applicability o This Materdal ... . 32
Ranges of Typical Average Servies Lives 82
Jowa Type Survivor Curves. a5
CrarTen T—DETERMINATION OF Gmsé BALTAGE AND
CosT or REstovan
Determining Recorded Salvage Bxperienes . 37
Future Gross Salvage 87

Fuinre Cost-ol Hemovel
At::‘g;aunts with High Turnover and Re-nse of
ot

Net Salvage Estimates.. . 40

OPC-LFE-POUS000004

N
&



TABLE OF CONTENTS—Continuved

Title Page

_Gmnm B—Caszgenrd - Forwarn - 2oe AccRTal

Drremstrsarow |

Problems in Carrying Forward the Accrnal ___ 41
Aceounting Procedures for Crediting the Ae-

Determining Depresiation Rates. . _
Selﬂtﬁng a Method for Determining the Study

Selei‘.'tmg 3 Method for Determining the Asernal
in Years Botween Stndies. 43
42

Period Between Complets Studies.
Annual Heviews and Schedules of Stodies._.. 43

Ta

P —

Crsrrer 9—(13-??0% CONEWERATIONS AXD SBTars

CENVTRES

Check Lixt for the Staf? Engiear_. — 44
Examination of a Utility’s Books.. ... ___ 44

LIST OF TABLES*

Tabla Fa. Title Pops

4-A Bzampls of Standard Aecrnsl snd Rate
Determination for & Typieal Igrge 7

4B Xxample of Stamdard Aeerusl and Rate
Determination for a Typleal Water
Ttility 15

4.0 Exmp]a af Btandard Aeprns) and Rate

Determinetion for & Typinsal '.l’ele hone
Thtility ? 18

4D Exsmple of Alernate Acerpal and Rute
Determination for a Ttility With Lass
‘Than $100,000 Plani 17

4B Esample of ilternate Acerusl end Rate
Detarmination for a 'Uﬁ.[ty TWith Less
Than $35.000 Plant i8

Title LFage
Special ConsldetationE for Bmaller Utlities - 44
Deprepiation Charged-Through Clearing
Ageounts 45
Prepuration of ¢ Staff Report__ . . 45
Anslysis of Resgongbleness of Bagults, .. 43
Deprecintion for Income Tax Porposes. .. 43
Extraordinery Obsolesesncs.._. 43
Standard Forms 45
CmipreR 10;-Ca)tr.Lvms Temve raE REMADNING .
an
geneﬂlﬂ it f
arzer Utilities il
Smaller Ctilities . é':
Typical Wording of Ordering Paragraphs. ____ 47
Appexpre
Iowa Type Surcivor Curves 418
ISDEX —. ‘ . B8
TadlaXo, - ﬂ.:’itic Puge

5-A. Hemaining Life of Plant Compated From
& Survivor Curve F 22

5B anmhg Life of Plant Computed From
e Surm-ar Crzve.

5C Flements ofa Sarviver Gurfe
(2 Sheets) 26, 27

5D Remsining Tife of Plant Computed From
Assounting Beeords 29

T-A Determination of Salvege Values. . 85
7B Determination of Salvage Values...._ . 39

Al Portions Surviving and R Li
. s emaining Lives
to A-18  of 13 Jows Type Curves . _5%.8%

¥ For list of standard forms ¥logfrited In ‘the tables, see
Chapter 8, pasapeaph B,

OPC-LFE-POUS000005




v e e o

.

[ ——,

o

-

-

————

1

P

.CHAPTER 1
SCOPE OF PUBLIC UTILITY DEPRECIATION

. Purpose of This Pracfice

{ 1. Thisstendard practice sets forth various faeiors infiuencing the defermination of depreciation eecrnals and

: describes methods of eaienlating these acerunls. Its purpose §s to essisi the Commission staff and othera in
snslyzing utility deprecintion practiees, znd in determining proper depreciztion expenses when preparing
resilis of operation reports of miilities for rate-making purposes. Perticvlar attextion iz eslled o Chepters
8,4, 5, and 8, These rover the details of the procedures which a staff engineer should he familinr with before
vadertaling & review of depreciation practives of a utility. Also Chapter 8 diseusmses geners! considerations
and presents & sugpested cheek Kst for the engineer,

—rn

Bersic Depraciofion Objedives ¢

2. In the continving dnties of the Californin Pablic Utilities Cornmission in the firfug of rafes and the super-
v vision of neeonnis pf wtilities wader s jurisdiction, ¢ basic depreciaiion objective i That of recovering the
original cost of fixed capital (less esiinioled uet saluage) over the usefal Hfe of the property by means of an
eguituble plox of chorges {o operefing expenses or tleoring aecounts, The stralpht-line yemsining Kfe method
presented herein and used s standard procedure by the staff meets this cbjective. Other deprecintion cbjec-
tives which come before the Commission include determination of & proper deduction for depreciation in the
rate hase end determination of deprecintion values for condemmation proseedings. Bince the latter invalves
specialized considerations this aspeet is uot forther considered in this practice, The matter of deduetion for

depreeiation in the rate base iv discussed briefly in Chapter 8. * -

[

' Concepls of Depreciafion S
8. In itz broad sense the term depreciation as applied o physical properly may refer to one or more of the
following concepts: 5 '
a, Depreciation in its phyrsica) concept represents the consumption of property in terms of its physicel shility
to render serviee, .

; b Depreciation in its value concept represeis the loss in market velue of property as compared with cither
| = original cost new or the reproduction cost new of equivalent property. . 5

€ Depreelation in iis eost eancept represents the amounts fet aside mder a predetermined plau of aecounting
] to recover the tost of property due to its corsnmption or prospective vetirsment.
i, .Asindicated in The basie objective piven shove, the cost concept 3 the ane applicahle to niflity depreciation
¢ .  expenses for rafe fiving purposes. This is the eoncept of depreciation assumed thronghout this practice.

i Accounting Transatdions Relating fo Deprecialion

- 4 For eum;p'lete detnils of the accounting transactions releting 1o depreeiation reference shemld be made o '_Em
appropriate uniform syatem of meconxnts for the utility under study. As & reference in using this practice,
the following tabulation presents in a broad way the essentizl iransactions:

—— .
—

Trungarilon For Debit Entry Ande Ta Credit Eniry Xode To
1
) Origival cost on placing plant Cash, meterials end supplies,
1 service. Plant account (esset account). or actounts payable.
Depreviation aeornals, Operating expenses, dlearing Depreciation reserve acoount.

acegunts, eantributed plant.

Historieal cost on refirement

Plant account {rednses the

from service Depreciation reserve secoust, asset helance).
gous;mvﬂ on retirement Depreelation reserve acconnt, Cesh, or ercounts peyahle

Gross salvage on retirement
from serviee.

Cash, materials and gapplies,
or aecounis receivahle,

Depreciztion reserve gcconunt.
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Defipitions of Depreciaiion

5. The Nationsl Assoeiation of Ruilroad end Utilities Commissioners nses the following defnition: {NARTQ
Depreciation Committes Report of 1943 and 1944.)
$(a) Depreciation ia the expiration or eonsumption, in whole or In part, of the servies life, cepeecity, or
utilicy of property tesulting from the astion of oume or more of the forces operating to bring sbout
. + %he retirement of snch property from service;
" by The fordss 56 uperdtine indludé weat and tear, decty, acfion nf ‘the elemerits; mndequa.ev, obsoles
cenide, a6d Fiblic réguirements; ‘
fife) Depree]atmp, mults in a.cudt of sevvics.” ’ .

6. The Federal Communications Commission emplcys the foIIowmg definition : (Uniform System of Accounty
for Telephone Companies, June 19, 1985, p. 4)

“ *Depreciation’, as epplied to depresiable telephone plutt, medns the loss in sexvice value xot restored by
cuxrent malntenanes, ineurred in copnection with the consumpiion or praspactive retirement of telephomne
plant in the eourse of service from causes which are known to be in emxrent operation, against which the
company is not protected by insttmnce, and the ‘effect of which can e forecddt with & re&sunahlexa.ppmac'h
of accuracy. Amony the egnses $o be given eonmderamn tra woar and tear, deray, sotion of the elements,
inadeguaey, EhSDIEScEnEQ, changes in the art, changes fn démiend and reguirements of publie anthorities.”

7. Depireciation has been defined by the Supreme Court of the United Stetes as follows: {Lindheimer v. Hlinoi
- Telephone Compeny, 292 T, 8, 151, 267 (1934}.) -
*“Broadly speaking deprecistion is the loss, not restored by emrrent meintenanee, which is due to ell the
factors causing the ultimate retirement of the property, These factors embrase wear and tear, decay,
ingdeguacy and obsoleseence. Ammual depreciation ie the loss which takes place in « veay.”

Sinking Fund Method

8. While this praetice has been ljmited to thé straiwht.line remainjng life method, jt ma.v be applied in
prineigle to other methods such zs the sinking fund method. The sinking fond method defars heavy
acernals until late years of service life, Particular eare must be exervised in-the utilization of the sinking
fund methed to determine proper accrusls hecause of the inferest feature. An equivelent rewaining life
whichk correets for mortality dispersion must be determined. This equivalent remaining Yife will normally
b shorter than the true remsining Kfe in gronp accounts beeause of Joss' of interest én éarly retirements
and beeanse units of the group with Jonger lives have lower present worth weishting in providing for the
interest factor, The interast featurs slio emuses the sinking fund remsining life accrual to fluetnate more
than the straightling aedrual where changes in Gfe exppetaher avise. Where the. reserve his been over
accrued, the interest eomponent of the acernal may be more than suﬁie:ent to weet the required additions
to the reserve. Under these conditions & red or debit snnuity portion of the seernal may develop which,
combined with the interest eompoment, gives the correct total acerual to recover the original cost.
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CHAPTER 2
REMAINING LIFE AND TOTAL LIFE METHODS

The Two Methods

1. In depreciation detemunanuns 1the Xfe use& ;for cnmput:ng the acernals meay be an estimated total life or
an estimated remammg life of property in service. Where the total Jife plan has been used &nd original
estimates prove inaccurale, exoessive or deficient seermmlations in the deprecistion reserve frequently onenr.
To overcome this, the vse of the remaining life prineiple has been adopted by many utilities. This practice
deseribes the lattar method. However, as 8 mater of information, 8 coinparison between the two methods
is presented in this chapter.

The Totu| Life Equotion for Depreciaiion ‘
2. The besic formula for fotal life straight-line deprwaﬁon is:
d= 1 ; ¢
“where
d = total life straight-line depreciation rate

€ = average net selvage ratio (gross salvage less cost of ramoval) during tota! service Hfe
= total service Yife of unit or average service Yife of group of units

8. Thus a steel {ransmission main for patoral gas is eonstmc:gd at 2 eost of $100 000. A totel life of 20 yenﬁ
with 0% net srlvage is estlmated The aepremntmn rate is:

] - .10

d = = ﬂ-lsor-i.ﬁ%parannum
The anmnal seernal is $100,000 X 4.5% or $4,500,

4. Assuming that no additions to gross pleat bave been made and that there have heen no interim retirements,
the Qepretistion Tesorve aceumulated for this line wovld at the end of 10 years smount to 45% #nd at the
end of 20 years would amonnt to 0%, just sofficient fo retive the line if net salvage equaled 10%.

Reappraisals of Depreciciion Charges

8, Depreciation charges even in the simplest projects should be re-examined from time fo Hime. It is olmuus
that, until finel retirement, dapreciation charges involve estimates of future ¥fe and salvage. What steps
are taken on reappraizel of these estimatesy

8. Continuing with the example of the naturel gas trensmission line, several eonditions ean be visoalized
Tpon reappraisal after, say, 10 years® time has elapsed. One condition smay be to reaffirm the view of 10
Years ago that the Iine still has & totel Yife of 20 yesrs and net salvage of 10%, in which §desl cese no
v:hanga inrate is necessary.

7. It is conesivalile that the gas Jine will heve & remaining Jife of 01113’ five years, giving & totsl life of 15
Feare. On the fotal Bfe basis the new rate

1— .10
d= g5 6%

Acerngls thos will total $45,000 for the first 10 yearz and $30,000 for the final five years or 2 total
of $75,000. The reserve will he §15,000 defcient, axswoming the Yins fo be retired at the end of the fifteenth
year and salvage of $10,000.

£ On the ciher hand, the resppraiss} mex imi:caia £ relativelv longer life and that the line with suitstle
repairs or replam:nanis may last 30 years. The new toial Jife ratz then becomes

5 e b 3 01'3%

Acerpals in this ease inclnde the $45,000 for the Srst 10 years and $60,000 for the rema.mmg 20 years

or a {otal of £105,000. With the sal\*a.ge of $10,000, an over acernal of £15,000 world exist in the reserve
at time of fina) retirement.

"

7
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Total Life Theory Inadequote

9. Thus the rexppraisals indicate that amless ﬂle original estimaie of totel Life proves entirely accurate the
totel life concepi feils to eecomplish the solution of the basis problam of charging the eost of fixed capital
(Ieasesnmatednetmhaga) toexpmssuveritsusafnlhfe,md&eﬂeﬂsormwsa ®an arise iy resson of
changes m s&rne&lrl’e chnraetensﬁcx or thanpes i pamies ofte&mement. .

The Remnmmg I.n‘é Equufmn for Depreciafion Rute

10, The remaining ¥fe straipht-line depreciation meathod is dmgned, to ratably recover the cost of plant, less *

net nlvage a:o.d less ﬂapmuahnn reserve, over the remeining life of plant. The formula for this procsdure is:
P ¢ c’) —u’

whera
i’ == remaining life straight-line depreeiation rate
e’ == avaraga net salvage ratio Sor remaining plant anits
o’ == ratis of deprecintion reserve to original cost
¥ = fotore life expectancy of unit or average sxpeetaney of group of units.

1l. In the reappraisal in the ease of the shorter {15-year) life, the rate becomes

& = L"_-lg_-:ﬁi,:osorg%

thus aecnmnlating $45,000 in the remaining five years, or = total of the desived $90,000.

12. For the longe: (80-year) lifs, the rate beeomas

a L"%‘:éz = 00295 or 2.25%

_ and again the accumulation of $45,000 In the rempining 20 years, or & total of the desired $90,000.
14. These canditions exe fHlustrated in the following chart:

8 A € TeTAL
LIFE
$105,000 ALCRUAL

m’m | TaTAL LIFE - [

75,000 [T ACCRUAL wlclm/>7 # /
60,005 § .. L ;—/
Y .. -

45,000 | '

49,000

20,000

o J 1
0 5 10 ts 20 25 30 -
1 re on B ining Tifa Acerual Baals

e — L Benerre on Totol Tfe Aecraal Basis

Al Drl;'inal estimate proves sorrect.
B. RBezppralasl indisatey ghorter life sxpectancy.
C, Rerppraisal indicates lopyer lile expectancy.
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FACTORS INFLUENCING DEPRECIATION ACCRUALS -

General '

1. S.evml factors influencing depreciation mcerusls will be reviewed before eonsidexing the zefwsl deprecia-
tion arerual. These fnctors sre pertinent 16 a-complete review of depresiation practiees of a ntility and
should be congifiered by the sizff engineer 5n preparing a report,’

Accovnting for Plant Additions and Retiremenis

2. The depreeiation comprntations exe normsally hased on the cost of property recorded on the compeny’s books.
Proper sccounting records of plant are therefore impertant. The following points should be checked:

2 Are proper accounting eniries, including charges to the deprecintion reserve, made when plant is teken
ont of sexviea?! :

b. When replacements of unite of property are made, 3s the old unit retived and the new umit recodded
£8 s addition to eapitall . ‘

¢. Xave past sexviee lives end selvage estimaties been adjusfed for changed econditions as new experience
" has been developed? .
@ If old enuipment hes heen eontinned in serviee beyopd its normsl retivement date 25 2 femporary expe.
diext to meet growing serviee demands, have adjustmenis to the depreciztion rates beew applied

3. Application of the remaining Bfe principle eonsistently applied over a perind of years in eccnnection ~with
& depreciated rate bage will normally tend {e prodncee eguitabie resolis in rate procepdings even if these
peints hate heen incorreetly determined. Nevertheless, it is desirable {0 sivess the meintenance of praper
basie plant records. ‘ .

4. Where feagihla, it is desirable that the uiility record the dojlers in major Becounts by year of placement,
end relate retirements to the year of placewpent, This informetion js meeessary where getuarial studies
are contemplated In determining estimates of -servies Yives. Buch studies are desirsble for layge groups of
property or where the total investment in an acconnt is Jarge. Yhis information will glso &ford an age
distribation of the dollars of plant by year of placement which dste pexmits more acourate determination
of remaining lives. These items are discussed in more detail in Chapter &

Refirement Pricing and Uni Prices o

. In large proup seconnts where it is impraetical to determine sctual eosts of each item retired, everage unit
cosis are often used, Determination of unit costs s facilitated if sge distribution date sre avgilzble. Inac-
enracies in esthmating onit vosts ar insecuracies from other czuses in prieing retirements, resnlt in Jistor
tion of the gross plant and depreciation reserve secomnts. 'While the jemaining life method will tend to
eorrect these inaccuracies, it is nevartheless Important to cbiain xeasonahle accurasy i the nnit retivement
costs applied to gronp accounts, )

r

- i

Unit and Group Basas for Accountfing

6. The manner in which the depreciable plant is divided to form the beses on which the aceruzls are coraputed
is an dmportant factor in the depreeistion eomputation. Where individnsl property wnits eomprise the base
the method is spoken of s unit meeonnting, Where groups of property, sueh as an entire account, corsprise
the base, the method is spoken of as group accounting. The acerusl compuiation presenfed in Chapter 4
mey be vsed with efther base, provided appropriste unit or composite grouvp values for salvage sod remzining
life are selected. The differences between the two bases mey be spamarized &8s follows:

OPC-LFE-PQUS000010

o — bt ey

— D

e i il Vi) s it t




f ks

00 O o

Subaccounts of Plard, Classes of Properly and Age Groups
7.

10

2 Umt aecounting (sometimes called jtem aecounting) requires a specifie reeord, umally a card, for each
individnal item of property. A servies Life and salvage estimale are applied and an individual accrus}
for the wnit is determined. The acevuals are aceumulated each yeur on the Tnit record snd rezppraissls
wging the renmiithay life piineipls may be mede, If the unit is retired ahead of its expedtaicy, the defi-
tiency in aceruals Js charged to deprecimtion expense that yess. If the unit outlives its expevtensy, the
arcruals are stapped when the acowmnlations eqnal the #yll orighal eost installed: 1oss estimated xet sal.

vags, and no fiurfker decruale are made for that wnit, L .

b. Tn group accounting all units having like mortality characferistics or all uiits of an geconnt are con-
sidered together. Accruals for the group are based on compasite or weighted average. valves of salvage
aud servies life expestancy, The resulting values are applied to the stirviving plant balanees each year or
cach aecountiig period. A defieiansy dus to encly retirement of a perticular wmit is made up through
greater aeorsld on'a “onit which outhives the average, As discussed In Chapter 8, pariodis reappraissls
of the Jife expeciancy and salvage estimates arp reqnived with grotp @ sceounting, Beranse of greater

 shoplicity in meintaining records, the group besis is more fessible for most classes of wtility property

‘where largs nomhers of units sre nvolved, It is the more gaverally vsed basa among eleatrin, gas, tele-
vhone and water utilities.

To fapilitate servieoe Yife estimates In group accounting or to distingnish betweenr certain recognized parts-

of & large account, subsidiaxy date showing subdivisions of an aeepmnt sre often maintained. These include
the follawing:

a. Subaceounis gre generaily used to sspurate geographic ‘poriiony, of whers &1 secount iy lavge, to separate
:dinszes of property, For ecample;a telepbone whility may séparste Ae, 251, Vehisle and Other

oo o o

" Woik Bquipmient, into-Ae 2641, Vehicles, und -Ac. 2642, Work Bquipment. Where subsceounts have

been estublished ‘they are ususlly carried separately on the eompany’s books and are thus treated as
ssparate accounts In ecomputing depreciation expenses and in rerording reserves.

b, Glasses of property are portions of an-aerount having differsnt physiczl or mortality characteristies.
For example, 8. water utility may meintsin deta to show the portion under Ae. 818 Transmizsion and
Distyibution Maing, eonsisting of asbestos-cament mains, east-iron maing end stee) mains, To the separate
elasies of propérty, differeny; service life and salvage estimates may Ge applied and a eomposity value for
ihe aoconnt may then be dexived e¢ discussed in Chapter 5. Bepdration by classes of property alss faefli-
tates determination of averige onét costs. The elasses of properiy considered separately are often varied
from year to yesr, Bxtensive use of classes of property within zeeotnts tends i¢ mullify fhe advan.
taged of group accpwnting. The presence of distinet mortslity characteristies and the dollar velues of
plant ars criteria which should be sonsidered In deciding whether to maintsin separatedata for partienlar
classes of Property. As e general gnide, accounis of less than $25,000 of plant for Class B aud C utilities
and meedunty of lesy than $100,000 of plant for Class A utilities, need rarely be subdivided by classes of
Property ¥srely for group dépiecistion valowlatigns, Above these smounts the presehde of distinet mor-

: tali‘;rn characteristies or other Pactors shonld govern, where separation into classes of property is con-
templatad, ’

¢ Age groups (slso exlled generstions or vintages} represent the survivors of &)l units of an account or
a elugs of property instelled during the same vear or span of years. Maintenanes of age proup or age
distribution data permits more aceurate detemmination of service lives god aids In applring wnit retire-
nent ebsts. ¥or-most types of mortality studies zpe gtoup data are essential. Where leige growth in an
asdouzit hat sepaired and an inftial subdivision is proposed; subdivision by age groups §s usually preferved
aver sabdivision by slasses of property. Class A utilities may find both suhdivisions destrable for major
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8. Where an inventory snd appraisal of the property of s utility has been made, 5t way be degirable to adjust

the books to reecord the appraisel and related depreeistion resarve or to resch some agresd mpon restate-
ment in the Npht of existing facts as 2 preliminary step in adopting the repaining Jife metbod. In soch
cuses apprepriate anthority of the Commission ig needed, and any recommendstion io ndjost a reserve st

ment, of the plant accounts hes heen appruved, the emrresponding restated reserve should be wsed. Once &
yeserve has been mdopted for remeining
ascoupting errors.

Historicel Developmen? of Deprecialion Reserve
9, In preparing a report of depreciation practices of » wtility,

2 historieal review of past methods of deter-
mining eredits 1o the reserve is often halpful Where initial application of the remeining Jife method i heing
made, the considervations of Paragraphs 8 and § of Chapter 4 apply. Tt will be noted that ordinarily the book
reserve should be retained and carpied forward.

Muainfencnce Pradiices and Depreciation

10. Tn determining the serviee life of atility plent fhere

iz an jnherent relationship between maintenanee prac-
tices and deprecigtion, By increasing maintepance expenses the pervice Iife mey ofien be pmlon.ged, thereby
permitting rednced susmal depreciation expense. While 5o exent meamus of this relationship is, of eourse,
Possible, it is well to inguire into the general level of maintenanes ¥hen reviewing & niility’s depreciation
Practices. Targe maintenance programs will indicate longer service lives ave more approprinte whBls the
Jock of & maintensnee progrem will tend to indieats that lives somewhat shorter than those for i
somparable properties wounld be appropriste. Maintenance practices zlso aflect depreciatiom when reglace
ment of smaller paris of & major plant nnit are made. Iu & partionlar secopt &s between two. atilities,
different service dives for otherwise comparable property will be indicated, it ane chzrges all soch xeplace.
meents to maintenmos while the other uses grest refinement in retirement anits and freats replacements of
memy smaller wnits o8 capits] replecements. The Jatier condition tends to produce shorier service lives for

the seconut, 211 other factors baing equal. :

1
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THE REMAINING LIFE DEPRECIATION AGCRUAL DETERMINATION
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- CHAFTER 4 S "
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0 -1 This-chapfi prssents the Baide steps in’ determining ‘the stzaight.-line vématuing' Tife sacrual ag of 4 given

Tha Acerval Eéi:aﬁnn

ﬁni‘e, ’ﬂsu_l.lly'theﬁmtui the year, aud disenssey the soures of cuch elament fin the acornal eguatipn, Detailag
information periaining to methads of oblaining the dmentsfmanmg Iife expestansy i Presented in
Chapter §, Procedures for afdvaucing the deterimination through the year to cover additions snd retiverments
aad for applying the determination i suceseding years are presented in Chapter 8,

© o

2 The bisis equation for fhe straight-line cematuing Tife seoraal tas

Dl e B - c-;"" U'
where: D* == the annnaj acerngl in dellars

B = tha beginuing.of resr plint balande
0= the estimated future net selvage f dellors s
U’ == the beéginning-ofyear hook dapreciation yesevve )

e B i=the estimated remsining life expectancy of the plont in years as of the begining of the year.
;18 will be nated thet the element B and U gre normally obtainable from the nitflity’s hooks whils the
lement ( aud B require estimates of future conditions; Thete estimstes shonld be reviewed perlodically
ds discussed fn Chapter 8. ..c . . . S o ¢ = " g

= The Standayd F;_n"m for the -Accl-'u.a!: Determinotion o, -
8. The standerd forr for the acernal determination is Mostrated in Tebles 4-A bo'd-E which show the complere

determivations for typieal nthities, This form iy available witk rpled Hnes (Form D-1) for work sheet pur-
Poses or in ths plain style (Form D.2) for finished typing, Tha fomm iy designated as pn anoual determing.
tion siney the Tesuity Tepresent an anuual acernal or rgte,

4 The numbered eolumnsz agn the form show the elements B, €/, and I of the basle secrual equation i

Colamns 1, 2, and §. Column 4 headed ““iNet Balance™ shows the mnmerator of the eqnation, Columm 5
shows the remadning 1ife expertanay B, The acerval s then computed and shown fn Colamp 6. Tha lettered
cnlgmna on the form give supporting information sometimes nsed in eveloping the utﬁnateﬂ_valua Tander

line is used for eack mmit or group of similar nnits. Orﬂinarﬂyth&mm&cybfasﬂmatesh the aeerpaf
determination is sueh that the entries may be ronnded to the neavest doliay.,

Floof in Servicn .

§. The dollars of of1 Gepreeizble plent in service at the beginaing of the year a5 taken fram the ntilities’

12

boaks are need in the Beernal determination 3nd entered under the heading “gross plant”’ i Columy 1 of
the standard Fopay

resale, Te-nse or serap disposal of the retired unics Jess ¢ogt of removal It is customary to arrive at the net
salvage {n dellars by Zpplring an estimated percentepe to gross plant. Coloomn A of the standard form pro-
vides gpace for entering the estimated Per cent. The amount in dollsrs in Column 2 is than the product of

- In estimating the percen: net salvage, past experfence, when avaflable frow the accounting records. shonld

be determined before arriving st » finol estimate. However, future conditions afren change materielly from
the past evperience heazuss of reduced salvage vnloe of older wnits or chatged conditions in the salvage
markef or in eosts of removal Alsy, the past retirement experience of most utility plant is based on bor
2 small portion of toduyy existing plant. For estimating purposes it ig often desirable to consider gross
salvage snd cost of remgral separately. As 2 role, pross salvage finatuages with ehanges in materie} cosrs,
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wheres cost of removal fluetnates with changes in lebor expense. Where vcost of rewovel s kigh, it may
be economical, ¥ praetcabls, to merely ebundon plant, which -consideration thowld be reflected u the
estimales. It is the usnal prarctice to develop une estimated percent net galvage valpe for 1l likg units of
property. If, however, there i= & differemee in characteristies or different wmarket demmnd for units of
different ages, the possibility of seperate salvage estimates for different ape gronps should alsa be considered.
When separate estimetes are developed for different elssses of property or different sge groups, the com-
pudite estimate for the account shonld be determined by direct weighting., That is, by multiplying each
percent estimafe times its related dollars of plant, totaling these products and dividing by the total plant
dollars, This gives the composiie net ealvape expressed as a ratio or & percent. Further detail on procedures
used to assist in making salvape esiimaies s presented in Chapler 7.

Book Depreciafion Reszrve
8. The dollar balanes in the depreciation reserve at the beginning of the year as talen from the company’s

Remaining Life Expectancy .

records shonld, exeept in unvsual eases, be entered in Column 3 of the stendard fmm and be nsed in the
gegrnel determination, This book reserve shonld be retained and esrried forwsrd each yesr by aceounis
on the remaining Yfe besis. For eompanies having generally more than $100,000 of gross plent, where the
reserve hes not heem maintained by zerounts, the njtial application of the remaining life method will
require an allocation of the reserve by primary sccounts. Companies with less than $100,000 of plamt mey,
&g an alernative, compute sx over-gll composite aceruzl a5 described in Paragraph 12 below.

9. An allocation of the reserre by secounts 3 required ghowld bs based on prorating the bock resarve according

10 the Teserve requirement or npon & historical resonsirnetion of the reserve for each sceount whexe records
are avajlahle, 1f the reserve hos previousiy heen kept by groups of aceonnts or by depariments, the alioca-
tion to seepunts should be made within the group or depertment withont disturbing these subtotals. Tt will

be moted that & rTeserve reqnirement study is nut requived onee the remaining life method is stapted.and -

cerried-forward, Reserve xsquirement studies will not be made by the stalf, exespt for the Initiel alloeation
te primary eceoulrs, or exespt In gpecial enses recoqumended by the Branch Engineer and approved by the
Direstor or Assistant Direstor of the Ttilities Division, Detuils of procednre when 3 reqnirement study is
1o be made should be reviewed with the Stsfi Advieory Sestion. : .

10. The rerdining Mfe in yesrs to he entered .in Columu & of the standard form reprasents the eomposite

remaining life expectaney for &1l units, age greups, and clesses of property of fhe aceourt at the beginning
of the year. A determination of this valne'mg':c be made by any one of sevesal methods, The choice of method
depends on @ gumber of factors, partitularly npon the data mvailable from secountivg and engineering
resords end upon the praetical mspects of time and work economy. Detaills of the varions methods and

. their_epplicability are disenssed in the mext chapter. Where the romasining Lfe is determined directly,
10 entries need be made in Columms B, C or D on the standard form. Where the remaining lifa 3 deiermined
from estimates of other service elements the latter should be entered in the appropriste column.

Depreciotion Accruals
e Zﬁ:aﬁng eompleted entries in Colnmns I, 2, axd § zud 5 of the standerd form, the axmual accyue] for con-

ditioxis as of the first of the year may be eomputed 2s indicated on the form., It may be used direelly as the
tota] acerunl for the year or may be adjusted for plant additiums as Qiscnssed in Chapter 8.

"Alfernate Acerual Delermination for Small Uilifes .
12, Utilities having generally Jess than $100,000 of totz] plant, who elect not to separate the reserve by accounts

vy

L

-t

as diseussed in Peragraph 8 shove, will have but one tote] entry in Column 3, Under these eondiﬁur{s. it is
. sppropriate to develop & composiie xelne for remaining life for the entire plant, The tota] acerual is then
 ebtsinable by completing the determination across the {otals line anly on the standard form. The two slternate
" exzmples of Tables 4-D and 4-F illustrate the solution. '

13, To develop & composite valne of _\‘.h;" rempining life from separate estimates by accounts, reciproesl weight-

ing may be used &5 an spyproximztion as follows: .
- 2 For esch geconnt divide the plant in Columm 1 by the remaining life in Colunm b. ] ) .
* b. Total these guotients for all 2ecounts and divide into the total of Column 1, This is the weighted composite
remaining life. . - ‘. : *

14. Fortber simplification for niilities f::a\‘ih.g generally less than'$25,600.of plant may be made by omitting

estimates for each sceount and developing by direct judgment 2 remaining life estimste for the entire plent.

g c 12
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= SUMMARY OF
umury—..Alpha Water Company ANNUAL DEPRECIATION ACCRUAL AND'RATE DETERMINATION - .
STRAIGHT LINE REMAINING LIFE METHCD N :
tocanon Northarn Aves : - . YEAR OF_1960 ; R L) R
T B e B | B T R O
- oA, v : - ; Ll
— i I gl R S Y L T
O, prscRIPYION [Rea, AR % - ARDUNT {520, YEAR) {23} vess | tms) | pemsyo] qvesy (X
311 [Structures & Improvements | $18,540 [ 6.0 sa7y $8,0128 £10,549 — t{ ~ [i8- | gaas 3.03
315 [Wello 13,788 0.0 1.: - 9,618 4,168 - t - 118 261 1.9
314 [Springs and Tunnels 168 | 0.0 - 49 156 | ~ | - {18 6 3.6
324 plng Bquipmend 28,028 B0 440 8,294 13,294 25 $#1{ ~ |15 886 [4.0
332 [Weter Treatmant Egnipment 1,813 B.0 k) B3l 1,181 - | 18 4 - 13 92 1.1
J43 [Trans. & Dlatr. Malna 170,098 0.0 - 61,743 108,383 30 - # - 28 6,016 |3.8
342 Reservolra and Tanks 21,103 0.0 - 6,808 14,298 33 # = 7 841 [4.0
348 [iydrante 4,105 | 3.0 183 315 3,667 25 . g -l 175 {4.3
345 [Services 29,9935 | 0.0 - 12,344 17,649 28 § | ~. |:18 7| 1,I0% {3.7
346 (Mntura 34,865 |15.0 5,230 6,974 22,881 30 i - ER2 1,080 2,9
349 Gther Trans.& Distr. Plant 931 0.0 - 120 3 811 18 221 [ 13 4 90 9.7
372 [0ffions Puralturs & Hguip. : BBF 0.0 - 214 | 443 11 121 8 [ - B3 (9.6
* fubtotal (Ghnrgaabla to ' BE
Expensa) | sie,082 | 6,881 llE 021 197,200 : < 11,149 3.49
374 [Stores Egulpment . 2,471 5.0 124 “451 - 1,8%6 12 13 3 0 196 7.7
378 oolr, Bhop & Darage Egulp 6,679 [1B.0 | 887 2,283 - 3,309 7 8 4 4 57¥ 8,7
* Subtofal (Chargeablas to ™ —
Clearing 1 s.080 1,121 2,754 5,208 Lo el jeldl
Totals 328, 132. . 7,872 117,758 202,405 ' -{11,810 13.63
S Entimé’ﬁeﬂ. Net Additiena [1950 4 $32,400 ’ i
* Eatimdted AverageiNet Additions (one| half) 15,200 ] : a2 -
. o Sompoaife Ratg - {molfiply) - 3.63% fose
* Additloval Aodrual ' ’ 588 , 598 E
* Total [Acorvels foy Yeex ' 1z2,496 B '8,
lotez:! * Opbional Itsms Applicablle In Confersance With Ths Pracklce 0OFf The(Utility Unddr Study. ’ . : E
: ! Homaining Life Dotermindd By Poreosdt Metiod. (See parhgraph 15, thapter H.) o FgpER K
i Remaining Li1I'n Determinid By Selzcting A ype Curve anfl Applying Direct Weighilng. (Bea piiragragh Bm o, Bl w 2
13, Chapter &) ] BE E' Lol ) g &
t Remnining Life Detarmindd By Aetuarial Weanm, {Hee parhgraph 12, thapter B.) i a3
§ Romainlng Lifs Determingd By Oompuigtion Xrom Aceovntipg Date. (Bla paragraph (16, Chapter |B.) 3
§ Homaining Lile Dotermindd By Judgmert. {Hqe paragraph L7, Chepter|5.)
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. SUMMARY QF .
orry—. Comumnity Talephone Qo. .. ANNUAL DEPRECIATION ACCRUAL AND RATE DETERMINATIO : .
. ) STRAIGHT LINE REMAINING LIPE METHOD ¥ 5 i T
tocarion_Yostern Exchange YEAR OFL980 . . LB O =
e ic!AYZ TUTURS WET E;\\Mﬁ! el & TD"?M. SW“I?IPE (Dl i e o I 5 "
oS (EGT, 62043 suivage DERECIATION NET oNG, | S| & e | Acouat | ceore
Jeeomy pLANE | LESS COST OF REMOVALL HESEAVE BALANCE onoub | vivoss | Viee | it oim | o
Ho, DESCRIPTION {AED, TEAN) . % ASOUHT fiva, YEAR) =i YR8 | oresy | sy | qres) L] TRATE) "
212 |Buildings 87,278 b 3364 $1,944 | 4,964 - - - 1 2B 2199 | 2.7%
281 |[Central Offlce Egqulyment 32,188 & 1,609 5,277 25,302 - - - 27 937 { 2.9
231 |[8tation Appsratus 12,184 68 7,740 2,478 1,948 = - - 4 483 (3.7
234 {(Private Branch Exchenges 433 20 87 9% 249 20 21 ¥ 14 18 4.2
241 |Pole Lines 32,018 b 1,801 6,677 23,840 - - - Kk 1,402 4.4
242.1jAerinl Cabla fi, 299 4 212 856 4,331 21 22 2 20 . 213 14,0, .
242,2|Undarground Cable 1,102 10 110 202 790. 30 31 8 23 54 [ 5.0
242,3Burled Cable 148 - - - 146 30 30 .4 26 4 4.1
242.4|Submarine Cabla 2,084 - - £10 1,854 20. g1 8 i3 143 | 6.9
243  [Aorinl Wire 28,881 4 1,073 9,817 16,981 - - - 17 98Y | 8.6
244 |Underground Conduli A87 - - B9 628 80 60 a 52 12 J‘;._'?
861 |PFurniture & Dfflce Eg. 1,070 10 107 493 472 20 2L 9 12 39 | B.48
R84 |Vehloles & Qiher Work FWq. . 8,607 10 361, 1,463 1,703 - - T 4 428 2.1
Total Deprecisbla Oapltal 124,771 13,2584 249,459 82,088 4,038 5.:86
* Estimated {Net Additions 1960 | $8,343 o
) * Botimated dvg., leb Additlond {ons half)} 4,171 (P oy -
* Gougolts Rats BA1ttply) . | 5.86 3,5'5.
£ Additfondl- Aco $1i61 181 |8 .8 .
|+ Potal fosfupls For Year 14,979 B &
‘ - * {Use for mofithly poocrual. # 415j|F 5 3
{ ¢ Optlonal 1tems applicable in conformence Vit_h the preqtice of thelutility undpr stofy. E:E
) B
# Clase A and B talaphone|utilliles iy eonfyrmance with (the UnirormLByntem of Ahoountg are Laqutr 2 o
to caleulate the monthly acernal by applying 1/12 tHe ratea in folumn (B} tp the heglmuing of " +|7 &
month or average monthly plant balsuces|for each mecount. Value| shown herae fs 1/1F ths snnual &0
anorusl rounded fo nedrsst dollar [= ™
FEH 8
* e B
8 :
By




FORM -2 f-“ B A ‘_-\ .
— ' ’ Ty Ty T
. SUMMARY OF
unuy.— Uplend Telaphone Co. ANNUAL DEPRECIATION ACCRUAL AND RATE DETERMINATION
STRAIGHT LINE REMAINING LIFE METHOD
LOCATION Total compﬂ-ﬂy Aran YEAR OF 1860 B No
1) 1A {2 1% ) in C n) [E] {81 431
EST. TUTHRE MGt SALVAOH TOTAL BERY, LITE || o || eep
— oRosE e et DEMEYCIATION KET orin. | suR- jAvinane]| NG | Accwal | oross
PLANT RESEAVE NALAMCE BROUF | VIVORS AGHE Lirg {15 PLANT
o, DESCUIPTION {azo, YEAT) % ARGUNT (8ED, YEAR) (1) ~f2ii8) tres) | owss | oms) | gy [} (eATE)
211 {land snd Rights of way 8590 - 8 $ - - - 40 (8
212 [Buildings B,3B0 8.0 $668 - - - a4
221 [Centrsl Orfice Equipment 12,182 [12.0 1,463 - - - 29
251 |Stetlon Apparatus 6,726 G.0 J36 i8 19 8 12
241 |Pols Linam 9,891 - 26 2B 4 22
242 [Cable 0 4,945 - 2b 25 4 22
261 [Forniture & Offlce Egulp. 1,274 - 20 21 | 15
264 |vVehieles & Other Work Eq. 3.493 |10.0 349 . - ~ - 4 _
Potal Depraciadle Caplisl 47,569 2,816 18,?65 26,2688 6.5t 1,593 | 3.3B%
{Use For mohthly hoorusl # 133)|
*|Batimnted Hot Addltions 1980 8,170 . -
* | Eabimated Ayg. Nep Additions {one half) 1,586
. " Cpwposlle Rate (Muliiply) _ §.35%
L4 AMditiopal Aoccroal 5 i b3
*Totel Acoruply fop Year d $1,5648
) : 4 (Uge [for mopthly hoorusll # 137)
} |0omposite Rimainlie Life Develloped ae Tolfiowa:
Hotea) . H O g
o g g o
4 Optional ifems 4o., ?——iji;? Hamiz (3)‘:?;)];(') 5 a5
% applicatle in ) i ‘ 3 'é‘ g o e
) conformance with 211 §ou8 40 iy _ ) g E.Hs
P pracstico of the 212 8,360 34 248 = ng e g
"y wbility under study. 221 12,192 29§ 420 47540 B eiow
& 231 6,725 12 550 Ram, Life = ——'—5—-—3 e = 161 g I B
< ﬂ 1/12 of annual 241 9,691 22 449 ' B g § &
o pooruel rounded to 242 4,946 23 225. gﬁ o
% nearest dollax 251 1,274 13 98 o cheflet o
= 264 3,493 4 873 " elf o
s 47,569 4,888 o g
= m
o = . 'l‘!
QD 1
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vty _Rlye Corners Water Cn,
| tocknon__Total Company Area

SUMMARY OF

ANNUAL CEPRECIATION ACCRUAL AND RATé DETERMINATION

STRAIGHT LINE REMAINING LIFE METHOD
YEAR OF__2960

PRSP N

m . m I ] T i} ) 10} = 1) 18
EST. FUTURE NET SALYAGE TUTAL SERY, LIPE L
. REMAIN. :
R GROSS m“fcé',',";f.ﬁ%ﬂu DEFRECIATION NEY TR i B vl f-Asd
o PLANT RESERVE SALANCE orour | vivors | aae IFE [y -4ar | [ PEANT:
HO, DESERIPTION {BEG, YEAR} % %M‘Oﬁm’ '[ll?_. TEAR) {12 —t] (YRS YR8} (YRS} {YrSs.): £ THATE :.
312 |Coll. & Impounding Reavra. 1,742 3’ $ [ I g
315 [Walls 300 :
343 |Trana. & Diabr. Mains 11,388
342 [Heservolrs and Tanks 250
345 |Sarvines 1,027
372 |0ffise Furniturs & Equip. 767 .
Totrl Dapr. Plant 16,181 1.0 1.62 5.4!71 10,648 - - - 22: 479 | 2.08
¥ Botimeted Net Additions 1980 86386 '
4 Bstimnted Ave. Nt Additlons fone helf) 418 )
¥ ) ompou?'ba Rate (Hulﬂhi:ply) R.96% | .
L ddltldnal Acornal P12 . 12
4 Total Aoomlals fdar Year ol $481
Gontributed Plant (Not Indluded Above) i
343 |'rons. & Disbr. Malng $300 )
345 | Services 160
348 | Hydranis 100
Potal Contr. Plank 0 T L
{Debit Acorual to ' . b
Ao, 266) 660 §20 $200 $250 F b g17 | 3.13
Gredit|to Aol 250’1 5O
* Optional itams applloablle according [ho the practice of| the ubility . ;
ST
11
p = 3 f HE
Hg fp o a
L - ek 2] E
- ug g B 2 .
E ‘“g B g
m e+ o =
» 1 g
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=T METHODS OF ESTIMATING THE REMAINING
i [: o LIFE EXPECTANCY
£ General

: ; i v 1, There ig presented in this chapler: fixst, material on the geperal neture of remaining Hfe estimates and
4 B : plant mortality; second, the types of data availzhle from which remaining life estimates may be developed ;
third, methods of weighting and a discussion of the factors gmenmag the selestion of & method ; fonrth, &
. ; brief presentation of the zvailable _methods of estimating remaining life; and, finally, a discussion of the
' governing factors and procedures in the selestion of a method. Bach of these ftems comprises a seperate
b ] seetion of the chapter. Those familiar with Gepreciation praetices, or those intevested In an over-all pistore,
; oily, mey wish to turn directly fo the final section commencing 8t Paragraph 18,

I : A—REMAINING LIFE AND PLANT MORTALITY

Busic Nedure of the Remaining Life Esfimata

2. Determingtion of the remaining life hasically involves the jndpment estimate of the engineer 15 to the fntore

effect of wear and tear, decay, actitn of the elements, insdequacy, chsolescence, and publie requirements.

In s:pecial cxses other factors mey be important, such es mﬁ&pateﬂ changeovers to new or improved mejor

oxnits of plent, and other specifie plans of management. To arrive at & sansfaetor; estimate of foture aondi-

tions, the past experience generally gives indications which may be used a5 & major element in the remsining

- life estimate. The weight to be given past experience depends npon the extent to which eanditions affecting

' semeehfeinthefﬂnmexpeetedtnheummuuaﬁmﬁmﬁmhmgpastﬁowm,m
stantial weight is penorally given to resulis of past experience in the same ar cnmparahle properties.

gl ( . - Plani Morlafity Experienca

4. From the numerons studies of wtility properties made by many mﬂ:ﬂduals end organizations under widely

L varying clrramstences, it 3 Inown that large groups of Yike plant penevelly follow a mortality pattern. This

v ‘. pettern is such that the portion of an originel group surviving at a time way be statistieally predicted s 2

° s, Do funetwnofage..&mphumeﬂlnstmﬁngthmre]atamh:puknmasasnrmwmGhartE-A

- ﬂlusﬁatesamormugethm-mthvuwusnhte& mn'esandservigehfeelments.'rhemmmpor
tgnt serviee Yife elerhents inclade the following:

e ] B Average servics life is the average expected life of afl unils when new. It is elm spoken of us the fotal
' service Yife of an original group ag nsed in Column B of the sisndard eslenlation form D-2. Tt 35 equel to
the ares under the mmvivor corve and 3s ilustrated by the vertiesl dotted Tine in Chart 5-A.

- : b. Probable Life is the toisl experted service life of survivors at & given sge. On the standard calevistion
i form 3t may be entered in Columm C. At any age bevoud zevo it is longer then the average service Bie by
reason of retirements of shorter Yived mmits whish have already teken plsee.

L ’ ¢ Remaining lifs expeciancy is the fature expeeted sexvice in years of a survivor at & given sge. For sm.gle
il " units or single age groups of property the age of the survivors plus the remaining Yife equels the probable
! Yife, Using this relationship the probable life eorve is drewn so that for any age slong the surviver earve

the horizonte] distance to the probeble life enrve represents the rempining Bfe, For gronps of different

ages or diffeveni classes of property & weighted sverage expectancy is required.

. d. Average age Is the weighted average age of all anits of plant in swrviee at the beginning of the yesr. It

may be sntered in Column 1 on the standard calenlation form. Use of this tlement to obtain the remszin.

ing life of group aceounts iuvnlves sm approximstion which shonld cnly be nsed when other means ave
not availehle,

P e. A stub surviver curvae represenis the chserved experience for a particuiar secoont or class of properts.
A curve developed by statistieal analysis or selecied a5 8 mesn of obsarved experience 35 spoken of &5 8
“gmoothed ! enrve. Offen observed experience does not extend to older Yived units, Under these conditions
; the predicted experience for clder lived tmils is spoken of 25 an ““extended’” cnrve. Generally a corve
] “ : developed or selested for estimating purposes is a curve whick bas been both *‘zmoothed and axtended.’"

1¥
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SURVIVORS = PER CENT

oo

k]

- NEURYIVOR CURVE AND RELATED CRVES

CHART 5-A

ST0B- SURVI VO

i~ AVG JSERVLLIFE

IACTUAL OBSERVED EXPER IENCE]

R CURVE

YEARS

THE FREQUENCY CURVE |$ NOT REJUIRED IN THE USUAL DEPRECIATION COMPUTATIONS.
THE SURVIVOR RATIOS {SURVIVCRS AT EMD OF PERIOD + PLANT EXPOSED AT BEGINNING

OF PERIOD) ARE USED N COMUTING TelE SURVIVGR CURVE.
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Sources of Dot

4,

BE-DATA AVAILABLE FROM UTILITY RECORDS

Dats availatle from utility yeenrds effording information on which to base estimates may he found BTIGDgE

the following sotrces: T

8. Accomnting records in eomplisnce with the *"Uniform Systems of Accownis,”

b, Parcel or ward records of lends, buildings, strostures, end other plent units,

¢. Conpstraction work erders and voneher records. )

d, Engineering or operating maps, diagrams, gnd field records.

e. Data compiled to determing average tnit coste.

1. Bohsidiary depreciation records including tmortslity summaries, gge mnd dollar distribution data, and
retirement data. : o

Eack of these sources should be checked with & view foward arriving at all availahle pertinent informa-

*tion. The more important types of information to be assembled gs 2 basis for estimating lives are discnssed

Mo
.

in the mext five paragraphs,

1

riality Svmmary Doda

4 mortelity summary of an. zecount or elass of property provides the most reliable sonres for developing
past results sud statistically predicting future experience. Such A summary sets foith the dollers cor units
of plant placed each yesr and shows the related refireinems by age &t retirement This Information, when
1o} maintaiped directly, muy frequently be developed by study from those sourees listed under Ttems b, s,
d, and ¢ in fthe preceding peragraph. In order fo maintain this information it iz neeessary o reeord the
dollars fn ench acooumt by year of plecement and relate retivements to year of placement. Where the group
comprises many small units, this is cometimes eccomplished by studies of representative gamples, For
accounts or single classes of property with over approzimately $100,000 in plent, the acenmulation of this
data when at all fersible 45 recommmended, - .

. From the wortelity snmmery, nsing aetuarisl methods, smoothed and extended swrviver enxves sppliesile

to the plant in guestior mey be Jeveloped. Aveilable alternate methnds of solution of ths data incdude
emoothing the stub swrvivor enrve direetly, selecting & type eurve by matehing with the stub enrve, smooth-
ing the observed surviver ratios or vetirement ratios, and smoothbing the ohserved frequeney curve. These
verious eleuents are Minstrated in Chart §-A. Complets details for nsing these methods sre beyond the
scape of this practice. "Where datn are availsble and the siaff is to defermine o solntion, assistence of the
Staff Advisory Section should be chtained, Where review of & utility’s solution i made, the reasonebleness
of the band of years of past experience selected as representative of Znture conditions should be chedked, -

. Age Disiribution Data

7.

‘

Age distribution deta, when avaflable, permits accurate development of xemabning life from 8 selested
sorvivor enrve. These data show the dollars of plant surviving separated by ege groups. ‘Where mortality
summaries are maintained, these date may be token direct from the sommeary. In other cases, althomgh
mortality summary dats arg not available, ape distribution dats may be developed. This can he done by
study from acecounting records based on known placements or retirements of major unfis eonpled with a
first-in first-out treatment of unidentified additions and refirements. The frstin first-ont treatment of addi-
Hons anq retiremens i to be nsed with cantion, particnlarly if sppled to an entire sesonnt, for it distorts |
the mortselity dispersion experience, An alternate and perhaps more secnrate mesns of initielly developing
age distribntion data is to seleet an applicalls surviver cufve mnd apply the portion sarviving for each age to -~
the known gross additions each year, The first four columns of standerd form D8 provide for this enlenlation

as Mustrated in Table 5-A. When an age distribution stody has been made, 3t is desirable if fensible, fhat",
the information therenfier be carried forward ammmally, partievlarly for sceounts excesding $100,000 in

. Age distrfbution data is sometimes used to determine age doflar und mverage age information. Determination

of the remaining life of a group scrount by subtracting average age from en estimuted average probeble life
is an sppreximetion ubject to possible wide error fn resnlts, Whenever a suvivor curve helisved reason-
sbly represantetive of futvre condition may be selected, even if a type curve is selected on a judgment besis,
the remaining life resuit, obtained by direst weighting as described below, is to be preferred over deter-
mining everage age and sppiviog the pronp epproximation.

2
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TABLE 5-3

REMAINING LFE OF FLANT
7 COMPUTED FROM A SURVIVOR CURvE -

Frm—

ASOF1N/ED. -
vear | age s — PLANT RENAINING FuTURE NOTES:
PLACED VgD, mnmw; SUVivING savs o n"'lx'ss.; m - JA Grost Gdditléins 1o be
. i “'.‘F-P:. ioeh o tede ot Gl oe Y takendrim aecounting rec-
© o 8] NOTE & G Nores i whoke | mAeR k| @k || 5 9°ds See Not C.
- g - e = 8. Potfivn supviving end
1959 | s 3,600 1.000 |s 5,600 .29.5. |.s 106,200 " ramelning lifa tobem ey
58{ 13 3,451 999 3,448 28.5 " 98,268 [ selected stirylver curve of:
57| 25 5,502 998 | 3,295 27.5 50,942 ~|jSolviien g
56 | as 3,081 .97 | 8,073 26.6 81,715 :ﬁ 'I°'f&nz !
56 | 45 2,743 .996 | 2,738 %.6 69,930 | e tie of original
1954 | 53 2,393 994 [ 2379 24,7 58,761 [P =ASL= 30 Y,
: 2 - . : C. [If age detu gvallobls omit
3| &5 1,890 992 1,875 23,7 44,428 Cols. (2) and (3) and enter
52| 7.5 1,184 . 989 1,171 22.8 26,659 directly in Col. (4). If age
X ution data net ovall-
1| 85 6560 .986 641, 21.8 13,974 chle, Col. (4} mey ke
50| 93 589 .982 518 20.9 10,87 | ::“:“‘"“C“"m"c“m"
11949} 1035 . 56 | .-.ov8. 543 20.5 10,860 J..° '"F:’ T::’“w“" ifa
. : ; - otal C
48 1.5 78 872 776 19.1 14,822 . =ﬁ;gm%=
147|123 1,250 | . .966 | .1,208 18.5 | .- 22,108 o
46 | 135 1,092 2958 1,048 i7.4 |~ is,200 'A”;‘::i =
v
. 1 . . 14
. 45 | 145 941 949 893 15.6 .824 .
1944 | 155 835 940 785 15.7 12,295 1 g g .
43 | 163 643 .928 597 14.9 8,895 (Rounded valve) -
4z | 7.5 506 .915 463 14.1 6,528 {F. Acival p;mt badance G
41 | 185 418 .500 76 1.3 5,001 | G from total of Col.
40 | 15.5 331 | .B84 293 i2.6 3,892 $54.8688 .
1939 | 205 277 |  .865 ‘240 | 118 2,832
AEIE 210 | ..B4a 177 . ] 1L, - 1,965
87 | 22.5 189 .82l 158 10,4 1,612 [* Iz thls example
: Columms (3) and
56 | 23.5 887 794 784 5.8 7,683 (5) teken from
55 | 245 1,176 765 800 9.1 B 190 Ayvendix
1934 | 258 1,033 755 757 8.5 6,434 | ~sbla A-10.
33 | 285 838 .897 584 7.9 4,614
32 | 2.5 &15 -659 | 405 7.5 2,958
e 490 .616 302 6.8 2,054
50 | 205 461 571 263 6.3 | ' 1,657
1929 | 30,5 379 .523 198 5.8 1,148
PRIOR 1,508 320 419 4.3 1,802
TOTALS 38,153 = 34,894 761,951
22
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Foru B2
umnY.— . Alpha ¥Water Corgeny
AREAJDEPT, Northern Aree

REMAINING UIFE OF PLANT
COMPUTED FROM A SURVIVOR CURYE

'PSBLE 5-B ’

ACS24 P,ggpj.gLEmipment . As oF 160
vem | ace caoss rORTION now | aeianae s NOTES:
PLACED SURVIVIN botLa)
inB S RovING 63 nmr-'il wuu.l'sll A. Grost additians 4o be
T oken from aetsunting rec-
o m ©) NOTE & F— ) NOTL € pp— proumpEp—, erds, See Note C,
1958 | o5 | = s 1,403 24.6 | s 54,514 |- Portion svrviving end
remaining life token from
58| 15 1,153 £3.% 27,031 selocted surviver corve of: ¥
87 | 25 958 2.2 25,154 |oolution
56 | 35 1,092 224 | Bi.4Er e fove R
551 45 SHL 3T 71558 Tolal service life of origingl
1954 | 55 . 710 21.0 12,910 fj9rovp =ASL= 25 Yo
6.5 s C. If age dote ovollable omht
52| 7.5 these fwp colimmg 402 18.7 7,918 directly tn 'Col {4). If uge
distribution data net aveil-
51| &5 no"h reguired 140 19.0 2,860 able, Col. {4 moy hs
Ol 95 becausa bee 84  18.3 1,537 tokenas Col. (2 Cal, ().
1948 | 105 distribubion dnta - 17.5. — P Composite ramining ffe
. : ‘ _TolelCel. {(6)
48} ns availsble from avg 409 70! . 6,959 = Rl CoL
47 | 12,5 mit cosy data. 657 15.5 | 10,709
: - 529,332
48 | 13.5 See Notej . 01 15.7 12,5 . =
bef ¢ 8 576 =
4B | 145 797 15.0 11,955
14,95  Yeam.
1944 | 155 738 14.4 10,627 -
E. LUz 3‘5 Yrs:
48 | 165 < Y80 13.8 10,764 (Rounded value)
42 1 17.5 506 13.2 6,666 F. s.iﬂﬁuﬂ[ P;gn[ hn!?n?cglf.
erent irom lotol o
41 | 185 654 12.6 . 8,366 on
40 | 195 536 12.1 6,488 5
1939 | % 1.5 4,645 )
205 - P : * Ty this example
g8 | 215 K 448 11.0 4,928 Columm (5) teken
37 654 10.2 6,594 £rom Appendiz
25 ! Table A-8
36 {235 903 9.9 8,540
35 ] 945 1,115 9.4 10,481
£3 | 255 1,097 g.9 9,763
i ) 285 950 6.5 8,075 ) .
32| 275 709 8.0 5,672 . .
- 311|285 601 7.6 "4,568 5 )
30 | 29.5 551 7.1 - EZ:912 . )
1729 | 305 . 587 6.7 2,459
PRIOR 802 5.1 4,090
TOTALS 22,0828 32._9 332
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B Accaunting. Rectrds of Gross Addifions and Plont Balances

_ 8. Where moriality smmary data and age distribution dsta are mot developsd, considerahls information on

Types of Weighting

w?mfh 10 base estimates may be developed from the plint assounting reeards maintained fn eonformance
with the uniform, systerys of seoounts. Some cantion must he exereised, however, o eltminate the distoriion
caused by transfers sud adjustments to aceomnts, by changss-in avéounting thassifieation, and by ebharnielly
larga retivewmsnts or replicoments of unifs; Tse of thesa Fields more relishle’ réxilts dn aetoynts with

', §tible plent or ‘plant with tmifotm growth where no'noticeshle trend towerd Isnges ar shorter service Hves
s evidaut. With these-precautlony-im i (e Tpllowiig miay be develaped: :

2, A representative survivor eupve is cbtainabls by simulated plent balance methode

. .b. idicptions uf average: servise life may be obtaifed by turnover methods.

2. From a selected epplicable avernge seryies life indications of the remaining life may ba ealéulated.

Details of procedure to aceorplish items » and b sre beyond the scope of this practice. Where a utility
has vsed th2ss methods, the staff engineer in his review shonld check the periodl of years nsed in relation
to antidipated future eonditions. Heé shonld ‘also eheck to jnmure reasousble adjustment of the accowunting
date for transfers, chanpes in elassHioation and other abnormal experience when appiicable. Detafls of pro-
ectture {o acoomplish Jtem o are presented in Paragraph 18 below.

C—METHODS OF WEIGHTING

0. Before considering the methods for obitining remaining life it is well to consider the means by which esti-

mates for sepevete classes of propery or separate age Eroups may be weighted to affiord 4 composite value,
Thrae types of welghting are nsed e follows: o Boa oo . o

8. Direct weighting or welghting by future dollar years. This ¢alenlstion requires that the hook dollars for
- - zach nge group or class of properiy be multiplied by the remaining life applicable to thoss dollara. The
eompasite remaining life is then obtuined by dividing the total of the produets by the total plant dollars.
The products under this mathod of weighting are spoken of as fnture dellar rears, The last fires columns
of standard form D8 mey be nsed for this ealenistion as lustrated in Tables 5-A and 5.8,
h. Rectprocal weighting. This is aceomplished hy dividing the book dollars by the rémeining life for sach
2ge gronp or elass of property, totslling these quotients and dividing the total info the total hook dollars,
. Average service life weighting. In this method the book cosp for each class of property it divided by
“the average service Mfe £xid the yesclk is wmltiplied by the remaining life, The esmposite vemaining life
Zor all classes then equals the sum of thess prodrets divided by the sum of these guotients.

Sefecting a Meifiod of Welghting
11. In selecting & method of weighting, several considerations apply. Fivst, 5t is desired that the method of

24

weighting nsed: shell prodnee tie sems results as thaugh the ook reserce had been prorated to the varous
2ze groups of elpsses of proparty on the basls of the applieshle reserve requirement, Seeondly, it it desirable
that the Tesult obteined by weighting be in eonformance with the,provisions of eerfain of the uniform
systems of actounts, that the aeccrusl eymputed for an accoomt 23 8 whols shall be the same s if separate
aecrnals had besn computed for sach dass of property znd the totsl chteined. Tnder these sonsiderations,
direct weightlng produees proper resnlts if the average service 1ife of sach ege group or dass of property
welghted is approximately the same. Reciproeal welghti mees propar results i the reserve for the
varigus classes of property or gronps Wwﬁrﬁm to the plint dollare, & eondition
Whittris more likely in stable plant with slow growth, Average service life weighting produces proper results
if the book rEsérve and the réserve requirement ave elogaly the same, From these considerations it iz con-
cinded that direct or future dollar weighting is the proper method to use berween age sronps, whereas
either reeipropal weighting or average gervice life weighting will usually yield the beiter approximation
betwesn clastes of property. In very large accounts where individual classes of property exceed $100,000
of plant, oceesionally a atilify mey prefer to prorate the book reserve within the account aecording te a
reserve requirement between each class of property rather than to attempt any of the other weighting
methods. Buch a proration is used only infreguently, i mads auly at the time of = perdedie review for
weighting purposes within a very large secount, and Is normally not earried forward from the date of the
ealeniation. o
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D—AVAILABLE METHODS OF ESTIMATING REMAINING LIFE

Survivor Curve Methods
i 12, If a rurviver eorve believed representative of Future conditions ean be developed or a fype survivor corve

13,

14,

in selected on & judpment basis, the determination of the remaining Lfe is greatly facilitated. Standard
form D4 provides for- compuiing the ejements of 2 survivor evrve as filustrated in Teble 5-C. Where mor-
tality snmmary data are available, the eurve should be developed from these date. Care chonid be exerciced
to select data from a hand of years reesonably representative of the anticipated fuinve eonditions. Tn deter-
mining the shape of the extended portion of the curve, it is helpful to escertain a reesonsble maximom life
or cntaff point for the curve. Other factors sueh as the operation of uniform chance retirement which pro-
duces & flat curve and the possibility of high enrly mortalily which produees an emsly drop in the cuxve,
or gimilar factors should be kept In mind. Usually it will be evident from the pummary dets that certsin
of these factors are operating n the plant and the caleniefed yesnlts will reflest thess conditions,

Then mortality sommary data sre not avaflable the selection of & general 4ype suxviver eurve 3s desirahle,
In seleciing type eurves the eonsideretions snumerated inm the preceding paragraph are spplicshie. Type
cuxves may be obtained from scivarisl analyses mede of mortslity dats of eomparatile classes of property
in comrpzrable utilities or they may bha obtzined from geners! studies. One widlely accepted study of this
latier type s that conducted at the Jowa State Colleye Enginescing Experioent Stution ms deseribed in
thelr Bplleting Nos. 125 and 155, These curves are referred to in this prastiee ss Jowa type curves. Tabu-
lations of remaining lives by 2ges for each Iowa curve sre given in the appendix. Tt wifl be noted that a
partielar type enrve is Identified by two elements. Ope is the Average servics Jife apd the other Is the type
designator. The latter designiates the general shape of the enrve. When seleeting the sarvivor euxve on a
judgment hasis, the average service Jife mnst be estimated and an eppropriate survivor curve shepe selected.
Trragver studies or related expaiemee #n other properties offer & guide to selecting sn wverage.service life.
As 8 guide in selecting Jowa type onrves, **L'7 types designzie curves indieating high esrly mortslity,
“5* fypes designate eurves with maximum zetirsmepts ocomrring about the mid-span of years, and “RY
types desipnate eurves with few esrly retirements and heevy retirements near the énd portion of the corve.
For each ofd.thase gronps the higher subscripts indieate progressively grenter conceniration of retiremeuds
at ome perio - :

Another method of developing a surviver enrve is the simnlated plant balanes approach which involves 2
mathematieal seleciion of that snrviver eurve which applied to the gross addition yesr by yerr will mateh
the recorded year by year balanees of the plant account, This method s applieatls anly whers i is deters
mined that past mortslity experience has heen consistent betwesn generations znd ia yeasmally indiestive
of the future. It is not applicable fo plant sceounts where substaniial technical changes in the facilities have
ocenrredl. Two procedures have been advanced for developing the “simulaied’ belanes splution, One proee-
dure invelves the mecessive triel of & rumber of enrve patiterns epplied to the kmown additions to selest
the enrve which most elosely maiches the astusl plant halances. A eomplete discussdon of this procedure
nsing a set of preealenleted tebles besed on the Jowa fype curves ia found in the paper entitled “Tife
Axalysis of Tiility Flant and Depreciation Aecounting Purposes by the Similated Plant Record Methed”
by A, E. Bauhin. The second procedure fovolves the use of the aginel plant balaness in the development
of en equation for sm spproximate sarvivor curve of a predetermined generie type. A complete discussion
of this procedure is set forth in & paper entitled *“Iortality Curves for FPhysieal Plant™ by J. . Brenuan,
Coples of these papers are in the Commission staff files {Staff Advisory Beefion). .
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. [ELEMENIS OF A SURVIVOR CURVE . . ..

TABLE 5-C

& Bea notes on Shest 2.

. ———

ASl & BB YS. (FROM 1ST VATUE COL (%) Ac2A)l___ :

Caen ot Cmme - |- N fff: S} s | mrg'a’im P ] e
o Y S - RPN R < O 7T M - R SV e r0¥a - - Ty, 4 :-_'_-f'm'

B "'~"--gu_*j' R S TR L L7 T i T (5-1':—_.4%,-}‘0;'- "H:F'ﬂ“ 7]
00| . .8sse 10000 - - 4.8487 < | < | os
i L7576 8696 15.0% 0.5 $.7791 a8 5.3 0.5

5]  wse 6588 - | -21.1 1.2} 3.1208 5.2 6.7 1.5

25| .7922 5110, | 14,8 1.8 2,6093 5.6 8.1 2.5

as| .ao7a 4048 | 10.6 2.3 2.2045 5.9 s.4 | a5

45| .g21z. .5R66 7.8 2.6 1.8797 6.2 10.7 4.5

53] .9337 .2684 5.8 2.9 1.5093 6.5 12.0 5.5

&5] .saav .2238 4.5 3.2 1.3855 6.7 13.2 85

75| L8543 .1850 | 3.5 3.4 1.1965 5.8 . 14.3 7.5

b 85| ige2s | as1s |- 2.8 3.4 | i.oss0 6.9 1b.4 a5
o] 981 Besa.. | 1zes | 2.2 3.7 8957 6.9 | 154 95
2 T aos]| .evas L1211 1.8 3.8 7746 6.9 17.4 0.5
o] 225] Lm7R0 060 | 1.5 4.0 .5685 6.8 18.3 | 1z

-125]| .ssis L0932 1.3 4.1 .5754 6.7 19.2 2.5
135] 8829 .0822 1.1 £.1 L4932 6.5 20.0 3.5
145| .ssz8 .0726 1.0 | sz | .az0s 6.3 20.8 | "45
"155] 6813 L0642, .9 | a3 | 5585 6.1 | #.8 | ss
165 .6784 L0565 .8 4.4 3000 5.8 223 | &3
175| .s5B4 |- .o49s .4 4.4 | wzs04 | &5 23.0 7.5
185] .61z | .o43a | - .6 4.5 2070 ) 63 | 238 8.5
395| .8538 [ loavr .6 4.5 . -1693 5.0 . | 24.5 9.5
205 .8430 .0325 .5 4.8 L1368 &7 | 25.2 0.5
215| .8317 .0277 .5 4.5 208, f 0 4.4 ¢ 25,9 1.5
225| .8190 L0234 4 4.8 L0857 § 1 4.2} 26.7 2.3
235] .sps0 .0198 4 4.5 .0662 5.9 | zr.a | a5
2a5| .78ss L0180 4 4.5 .0502 3.6 | =281 | 43
2ss| 772y o129 .3 4.6 0373 5.4 | =289 | as
265| .7545 .oLo2 .3 4.5 .0271 3.2 | 29.7 | &5
275| .7348 .0079 .2 4.6 01892 2.9 | 0.4 | 75
2zx|  .7183 .0060 .2 4.8 .0132 2.7 | =z | as
295 .6914 .0044 .2 1.6 .0088 2.5 32,0 9.5
Bo5| .6675 .0031 1 4.5 L0057 2.2 32.9 B.5
26
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soumon &, 15-1.2

ELEMENTS OF A SURVIVOR CURVE

SHEET. 2 COF 2__

TLELE 5-0
Commnity Tel. Co.

COMP

TYPE/CLASSIF - axeasoepr._ Station Arperatug
ASL_____. . YRS, (FROM 1ST VALUE COL (51) ac. 233 (Locmtion Life}

w | CEES | cmEE | | M | Jme | TR G

%) () st | stYemneYe) ) o

(] G = % = M a W = L] (61=!3 zi‘*‘o &l T=0 18 @)
0.0 1.0000 ' -_ — o - . 0.0
0.5 05

15| .6424 .0021 1% 4.6 0036 2.2 53.7 15

325 . 5158 .0014 - 4.8 L0022 2.1 34.8 25

535 5878 . 0009 - 4.8 Q0013 1.9 55.4 33

S4.5 5584 0006 - 4.5 .00C7 1.7 35.2 45

355 5276 0004 -~ 4.6 0003 1.3 36.8 55

3835 .49556 0002 - 4.6 0003 1.0 37.8 65

375 - 0001 - 4.8 = - 37.5 7.5
85 8BS
.5 - o.5
0.5 * Hotes: a. [Fhe survidor curve illustrated fin this 0.5
1.5 table is dypical of jthe mortalify 154
2.5 characteristics of felephons siption 25
8.5 Happaxa‘hua. Unlike sthtion amr!a-tus. .5
45 thawevar.. most depreciable 'atili{tw plant 4.5
55 hcoounts do not exhipit the hespy early 55
X T Fetirements 11iustrelied by this| curve. 65
7.5 ' 7.5
8.5 b. [Colums 1,} 3, 4, end| 7.ere normally not 8.5
boal required ih compnting depreciztfon accruels) 9.5}
05 by the remplning 1ifp method exhept thet 05
1.5 Columne 1 jor 5 may ba used in ﬁ#‘relnp*_ng 15
25 the survivior cuxrve. + A5
as 3.5
A5 e. Colmmm 1 1k Aeterminpd ss follows: 4.5
55 Sarviver Fatio = :E'J.anf s?.r'fi‘:'i :g‘a'b end c:f ;9:.:1::& . 5.5
&5 - " S &5
7.5 75
a5 8.5
9.5 . o5
a5 0.5

* - 27
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15. Tn certdin aceounts such as buildings, struetares, telephone eentral dffice; daws, reservolrs, penerating plarts
and other classes of property comprised of mejor umits which it ia expected will be retired es & single unit
at ane time, the development; of an appropriate remaining life is more resdily accomplished by direat esti-
mate. This methed iv yeferred fo as the Forecast Methiod of in some siises, the Life Span Method. The
tabuletion ‘beltw shows ‘e’ sunmiple ealeulation vsing this wethod, ¥irst stop in the vroeedure is to-list
erﬁmé';iﬁ"mnrpmﬁé&ym&naea in the zetonnt togsther with ifs relating plant dollars surviviy
today (Colwmisd ' 4nd’3). Next, a difect judgmant estimate is made of the remaining service span or the

terminal date wheu each nrit will be retired (Columps 4 ang 5). To the remaining span a small eorrection

is epplied -for sn-éalled *‘interire retirements’ of StosMer tmity compristug pirt of the msiok veit. Interim
retireratnts and additions ndinde such items sy changes within & huilding or ehanges at an elestrieal geners-
tion station mot altecing the hasie strustares, ete. Ay an approximation the essumption is made that fotnre
snnuel intevim retirements will ocemr 8t a consistent ratio to the present plant balance (Column 6). The

_ correction for ifiterim retirements is then developed by pioturing the respiting servivor curve shape. The

major unit of property with its forecasted terminel date is represented by = sqtiere-shaped survivor enrve.
The intsrim retirexents cause the top of this sguare to slope dowmward 16 the terminat date when the entire
unit 35 retired. The correetion for interim retivements is then the ares of the triangle Jost at the top of the
squarg by xesson of the inferim vetivements, The bese of this trizngle s the rexeaining span. The depth
(height of this triangle) is the interim vetirement rate times the mumber of years during which they will
continue, namely, the interim retivement rute times the rémaining span, The correction for interim retire.
ments (Colurn 7) i then the avea of this triangle, or one-half times the interim rotirement rate thmey the
remsining span squered. In more accurate applications, $his correetion may be developed from an aetnsrisl
enslysis of mortality data for the interim retirements. After applying the correction to ohtain the sffestive
remaining life (Colnmn 8), the composite remaining Jife for the secount ix ohtained by direst weighting
with the dollary for ¢ach kit (Column §). However, everage sexvice life weighting is more spmropriste
‘whers only & few items oecenr in an account znd ® long thwe interval esists between the extrems probable
tetivmxnent dates, .

Example of Deterriination of Remaining Lite by Forecust Method
Alpha Water Compary; Northern Axea
A, 811, Btructures and Improvements as of 1/1/60.

- JTateri - "

Protelle Rcﬁr:-. Corrgction Puture

Year Plaznt Rotirement Remelning ment  PorIaterim Remaining Nellar

Uwii M 1/1/5% Dote Bpan Ratdyg Relirements Life Yeers

- {n 2) @y . (<) b 5 {8 (73 (B3=(5)—(T) (¥)==(3) X (E)
Ofee Puilding . 1838 $10,420 1982 225 45 13 212 £220,504,
Pump Statiom A 1928 1,290 1968 85 = — 85 10,965
Pump Station B 1034 1,340 1974 45 0.25 03 ida 18,028
Prmp Station O 1954 LT 1994 345 0.25 15 229 §8.410
Garage Bullding ... 31944 4720 1977 175 0.5 0.5 187 78,524
Composite Bemaining Life = 3%-;:‘1] == 19,86, use 20 yebrs.
¥

'mmmh&mmmﬁmmdMMﬁrmmm&uwd:nrmhzd-frmmuti.un.tedhou.!
spen of 40 years

§ Aunuzl percentags ‘corzuction for Ilmtapim retirements, '.'l'.‘hm are Judrment rates based on experience,
Intedmuﬂrzmmuu&mhﬁhh&.ﬁ? pex yerr for bufidings eud 0.25% per year for pump stationa,

Exumple: ¥or ofice bulidings 0‘5—’;-‘—.‘“—5'-_-5.595 and 5.65, of 245 gices & correction of 13 pears,

28
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- FERES G phe Wat‘er Compeny e
T, : . REMAINING HFE OF PLANT
o sxEAmEL SO COMPUTED FROM ACCOUNTING RECORDS
L - AC AS OF 1/1/.
{ X o) GEDSS ADDITIONS TRANSFERS PLRNT BALAMEES
= RECORDED AnsTeED N AND {01} m OF TEAR)
s 19 59 $1,923 $1,925 - $25,953
[ 58 2,705 2,705 - 28,518
b 57 1,820 1,620 = 26,226
; 55 1,278 1,278 T e 24,5998
i l 55 1,127 1,127 = 25,992
' 19 B4 1,421 3,451 - 25,083
i | B3 1,733 2,054 321% 21,901
: B2 983 983 - 20,018
51 308 508 - 19,114
; { 5O 447 447 - 18,805
P19 49 959 959 = 18,3%0%
[ ¥ 48 1,323 1,323 - 17,410
' 47 1,076 1,076 - 16,154
. 46 1,442 1,442 = 15,209
1 1 45 1,193 1,195 - 13,873
\ 19 44 1,754 1,754 = 12,791
! _] 43 1,893 1,895 — 11,3110 .
: 42 1,276 1,276 - ‘8,244
¥ ! 41 521 = B,048
: : 40 409 - 7,617
' | 19 . . y s
l | se;vicaﬁin 1944: : i
X
‘ | tomas (@ 26,792 | B23 9 558,797
: TOTALS TAXEN FROM MOST RECENT YEAR BACK TO SELECIED BEGINNING YEAR OF 3942
I {4) Beginning Pl. Bal. B8.048 {5) % Beg, Plt. Balance 4.024
: {6} Plant Exposed={1)+ (4} 32, 840 .
' | @ Plant Sundving 25,993 (8) % Surviving Bol 14.997
, R ey kot 00 $ GgarpgPI-0- @ FRES
: li‘ , (1 'lzlscgrnredlou Yo Post Dollor Yeers for Trensfers: - + 883
(12) Estimated Av. Serv. Wle . =300 vy 03) past Dellar Yeors 42555
{14} Reolized Life ={13)/{6) 10.43
b {15} Difference (12)—(14) 14.57 {16) Rem. LHa=(15)/(%) 15.95  wg,
' (17} Conchinicns {Use Rounded Volus) Remaining Life 16 wpe
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.Sa‘sps_t in Choosing o Methaed - -

. -
' e T e "t

Approximation Mothad T e Do ,
16. Whers suxvivoy cwives eanmot be seletted and the forecsst inethod is mot appilicable, indications of vemain.
. ing life may be obtained from the accouniing resords of gross additions and plant balances. Standerd form
D35 provides for calenlation by thiy method as fHustrated in Table 51, The method s subject to the lmi-
tutions disepssed In Paragraph 9 shove. However, indications may be obtainkd from a shutt spen of years .

. thereby avoiding some of the Sheonsistench i Sound-in ancbunting -datas Referrisg iy Table 5, -
@ #pply ihe methiod, The starting plant tmlance, Ftem (£); plus the totsl gross additions (1) for g span of
Fears;is totaled to give plast sxposed (€). Tha-totel uf the plARt balinees (2) loss onekalf the heginning
- balanes (5) and Jess gue-half the ending balanee (8) for thé same span of years Is Iiewise totaled (10) and
a correction for past deflar years for transfers (11) s mede to obtain Pest Dollek Teers {18); The quotient
of thess twb totals [(13) divided by (6)] represents the realized life (14) of thi plant dusing the span of
years selected, The plant surviving st the end of the spui (7) divided by the totel of gross additions (6)
indicates tha portion of exposed plaut swrviving (8). Thé remaining Jife (16) has been obtained by seleeting
.8 eppropiiste average servige Hie (12), sobiracting from this the realizedl 1ife (14) and dividing this

differense (15} by the portion surviving (9). : : * .

‘When using this methed whers heavy 248itions to plant heve been made In recent years, it & ﬁ:nnemary
to extend the span of years beyond the beginuing of the heavy additions te derive remsonable indieativns of
the remaining 1ife. Where consistent aeconnting data is not available prior to & given year, this will deter-

riine the starting bslamce. 1If the starting balinied under thess elrenmstances i sizable, an estimated corvec-
Hon to the past dellar years for the prior life of this plant Is requived.

Dz'rec?_f Judgment Maihod .

17, 'Where lask of appropriate data and other copsiderations make the application of any of the precefing
methods ypavailabls, Sirect engineering judgment estimates of service Iife espéctancies mey be appropriate.
..t should he Relpfal to fhe angineer to. study possible ranges of lifs estimdtes; setting down Tessonatie
malaimim dnd meximum expeetancies hefore coming 1o final concluifons. Likewise, whers the- judgment
method s being veed, it may be deslrdlile fo consider the relationship of ame plus remaining lifs which
equals probeble life. As previously noted at auy age the probable life of survivors equsls the age plus
remaiping life expectancy, Thiz relationship is strictly true only for groups with ell units of dne age whosa
probable Xfe is corvectly estimated, However, the reletionship i& of value in determining & judement est-
mate of ramaining Yile It sheuld be noted that the average Life of all uaits originally placed in the group,

ig less than the prdbheble life of sorviving units beeanse of the prior retirement of short-ived units,

- - E—CHOOSING A METHOD -OF ESTIMATING REMAINING LIFE

18. As tan be seen from the foregoing, the methods available for estimating remafning 1ife range in detail and |
acenraey frowm Lol actuerial andlysis with ags growp weighting, through wvarions approximation methods,
... to_the simple direct Judgment nelection of a value For »B™. In choosing a paxticnlar method best suited
o the properly in question the enginger should first have In mind ffie genersl nature of plant wortality
- cherueieEiEtis 4nd peciinent éyperievee jn similer properties; second; be should determine the type date
evuileble from the utilities! recorde; third, he should evaluate aveilabls methods fn reltion to the size of
plant and the practical aspects of seenracy snd work -estnomy; and, finally, consistent with all the fore.
going, he should salect a method designed to ¥ield the greatest Bcenraby practicable, Oftentimes it may he
desirahle to nse different methods for different aceonnts snd sometimes evén for differant clpsses of property
within the samg aeconnt. These steps are discussed in detall in the remaining paragraphs of this ehapter.

§tep One: "“Have in mind, the general natnrs of plant mortality characteristies and pertinent experinces in
similer properties.” g

19, Paragraphs 2 and 8 of this chapter provide a basis for this Juformution, Also the stafl sugineer showld
review racent depreciation studies of comparable ntilities, and make a field icspection of the properties. For

the larger utilities, experience in comparable accounts of the same wutility should be noted. Other back
... eround information on mortelity characteristios is covered in Charf 5-A and in Chapter 6,

a0
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Step Twos * Determine the fype of data avellsble fmm the utiities' records.™

20. Parugraph 4 entmerates some sources of duta. Parspraphs 5 thrangh 9 disenss types of data which may he
gesembled to #id in defermining estimates, The verivos factors of Cheptar 3 ss applied to the nility in
question are alsp pertinent, Partieular sttention ghould be given to the methods used in determining anit
retirement costs or retiverment ehurges; Often appropriate mortality snmmary or age distrihotion dats msy
be assembled from the 1mit cost date. Ope ferther consideration shonid be wndertaken in this step ; namely,
the base for individual estimates shounldl be fized, Thus the elasses of property within eedh mecouut shonld
be emnsidered and those o be trested seperately in the estimates should be selected, The presence of distinet
mortality eharacteristies and the availability of data to permit separate estimates are eriteris 1o bs eom-
sidered in this selertion. .

Step Throg: **Evslurle available methods in relation to the practival aspests of aecorzey and work econamy.™

21. The avaflable methods are described in Parasraphs 12 through 17 shove. Cextaiw methods, as indieated,
require detailed techmical knowledse for which yualified persommel may wot ha avsilable to smaller ntifities.
Different degrees of épproximation are invelved in each method. Generally the more approximete methods
are easier to apply but are subjest to greatex possibility of exror. Considering the methods solely from the
stapdpoint of aceurany, the preferable methods may be epumerated in the following order:

&. Develop a survivor enrve by sctuaria) analysis and apply direet weighting of age groups.

b, Develop remeining life hy forecnst methods. 5 &

¢. Selest a type survivor cuxve from actuarizl anelysix of eomparsble property snd spply direct welghting.
2. Belect a surviver enrve by simulated plant halance methods end spply direct weighting.

¢, Select a type enrve on & judgment basks psing turnover indications of average sexvice Hfe if svaflable and

apply divect weighting, .

.£. Tse tha method of spproximstion from plext aceount records. s o

g. Determning yemaining ife by jndgment meaps, * .

For sceonnts excesding $100,000 in plant, development of the remaining life vsing fype eurves and direct
weighting of age pronps or more acenrate means is urged, The last two elternatives, while applieabls to any
size pecount, are more appropriste for seronts of less than $25,000.

Blep Four: **Select a method desipmed to yield the greatest acruracy practicable.”

22 The final gelection of a method will be somewhat epparent from the foregoing steps. Limitations on avail.
ghle dais will result in deletion of some methods; swaller utilities will Inck qualified personned to perform
some of the more scenrate methods, ete. As & general guide, it is desizeble to apply a survivor curce wher-
ever possile. From a survivor eurve weighting by age gronps may be applied 25 fllustrated in Tables 5-A
and 5-B. The standard form for this ealenlation 3z desfgnaied Form D-2. Space Is provided on the form for
deriving age distribution date from pross additions and a selected surviver surve. Where the sorvivor emrve
$s determined by actiuzrisl snalysis, or whers sge distribution data are otherwise availeble, Columns 2 end
3 of the form need not be msed. ‘Where the Yowa trpe curves are seleeted the appropriste remaining life to
he entered in Column &'mey be tsken from the tabulations given in the Appendix. To aid in testing the
reasonableness of fmal yesnlts, some typicsl average service lives are given in Chapter 6, Thess fypleal
sesulis may be helpFal, buti they are to be nsed with eantion. ]

23, The final selented value of the Temeining Jife as previously discnssed shonld be entered in Column § of the
standarf determingtion form D-1 or D-2, Where estimates of average service life, probable life, or average sge
were nssd to develop the revaaining 1ife estimate, these values should be showm in Columns B, C, and D of
the standard detersmination form. .

Choosing o Method for Smaller Usifities

24 The preceding discussion of the steps in choosing s method 10 be psed for estimating the remaining ife
expeetaney is applicable ta utilities of all sizes. However, smulier ntilities having Hmited technical parsonnel
gvailzble or heving & minfmnm of records relating to plant zdditions and rstirements, will find but one or
4wo methods applicable. As a genersl rule, the utllities having less than £100,000 of plant must rely Jargely

. en the Judgment Method deseribed in Parapreph 17. These utilities may also ocersionslly nse the Forecest
Method @eseribed in Paragraph 15: 0 -

31
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CHAP'IER&

TYPE CURVES AND TYPICA.L.EXAMPLES OF
i “SERVICE LIFE ESTIMATES
: Appf' mbdrfy of Tlus Mnrenaf :

L mmﬁmﬁlmamtedm th:.s‘nhapEasz oﬁgm&m mmﬂ.mfoﬂnul&.hng engmeerﬁ:(g &tmates of service
1ifs expectancies, Application of these data to a pavticuler group of propérties must be based an lmowledge
of loeal conditioss, ecmpany policy 'mth regard to retirements and othar £aetors influencing service Mfe.

- Ranges-of Typical Average Servica Lives

2. The following tabulations give ringes which lieve been selected a3 typiesl for values of siraight-line everage
. servjee lives used by uiilities in Californis. Alsy shown i & Suggested methua l‘cranmage utility to nse

[ ——

32

in estimating. remammg lives of the indicated aesount.

Ae. Ne, (Ar sm.w ting
oid Newgp Closs of Flant o 31;0& Uy A vw
e 21, ae Note 3,
A, Eleciric Dtifitles ote )
FProduction Flané
Steam Production .
311 311  Struetures and Improvements 40-60 Forecast
2 812 Boiler Plant Eguipment . §0-40 Foressst
314 814  Turbogenerator TInit - 3546 Worecast
815 815  Apcessory Hledtrie Houipinent as 5435 Porecast
816 816  Miiseellaneous Powei Plant Equip.-.- 15-30 ° ' Foreeést
. Hydraulic Production .
i A - Sh.'uctu:rea and Tprove. wuw " 30—100 Forecast
322 a8 Irg, Dams and 'Waterways 3 . To5-100 Foreeast
328 332  Water Wheels! Turbines, and Generators 8550 Forecast
925 .38%  lliseellanesus Power Plant Rquip. 35.60 Yoreeast
328 836  Roeds, Raikroads srd Bridges - 8375 Poreeast
- Gther Production
831 341 Struetures and Improvaments - Forecast of
332 © 842 - Yuel-Holdars, 'Pmdue.ers and Acces..._= 1585 Sursivor Carve
883- 833  Erime Movers : 1525 SBuirviver Qurve
834 344  Gemerstors 1525 Burvivor Curve
a8s 815  Acesssory Electrmul equnwnt 1525 Survivor Curve
836 846  Mimeellameous Fower Plant Equip. 1320 Survivor Curve
. Trensmission FPlani - . " o
342 352 Btroetures end Improvemmiu 35-50 orscast
843 . 353 - Station Hqpipment : -~ 2530 Foreeist
344 854" Towars and Fittures 2505 Surviver Curve
345 3556  Poles and Fixtures. 25-33 Survivor Curve
348 356 Overhead Conductors and Deviees 8560 Surviver Curve
347 57 Undergroend Condult 40-50 Surviver Curve
p48 358 Undermnnllihggndnctm end Devices 2535 Survivor Curve
349 359 080-¥5 Judgtinent
Distribution Plant
251 361  Structures and Improvements 35-80 - Forecast
362 362 - Station Eguipment 25.33 Forecast
354 364  Poles, Towers, Fixturss 2350 Surriver Cnrve
955 365 Overhead Condurtors and Devices 25.35 Survivor Curve
356 866  YVndergpround Conduit 40-30 Surviver Curve
857 = 867 Undergronnd Coudactors and Devices 25.35 Suarviver Curve -
358 868 . Lime Transformers 25.35 Survivor Curve
859 ° 369 Serviees 2033 Surviver Carve
860 8T0  Meters 25-35 Surviver Jurve

T'otal Service Life o]

f
on Original Gronyg Huppested 3fethod
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Totul Eervice Life of
. on Oripfial Growp Euppraicd Method
Ac, Ko, ’ o (Av_ Berviee Lije Extimots
o Newg Closs of Plont ¥

{4 Years} Rem, Lija
. . {Bag Mol X, 2) {Beet Noie 3)
A, Blectrio Utilities —Contimued
Distribution Plant—Continned

31 871  Installetions on Custymers Premises. .. £5.30 Judgment

363 873 Btreet Lipht and Sipnel Systems 15-80 Burvivor Corve
General Plant ’ '

371 390  Structares and Improvements ' 80-75 FPorerast

872 391  Qffice Furnjture and Equipment 15-25 Surviver Coxve

38 ame Transpertetion Equipment 520 Judgment

372 303 ftore Bgnipment 15-25 Judgment

S} %%  Tods end Shep Bquipment 1080  Burvivor Corve

376 895  Labormtorr Eguipment 15.80 Judgment

278 879  Coomuniestion Eynipment : 10-25 Judgment

879 888 Miscellapeous Egquipmeat 15-25 Judgment

¢ Effective Jsnmery 1, 1961 by Decising No. K160,
Rotex: 1. Plani of a prrtientar utility may fostify x serrice Jife qutside of shove Tanges
2. Net salvege entimetes nre t0 be separately consfdersd,
3. Lasper willities will find more aceurzte eethods, tuck oy seleetion of a type eorve or actuarial solutions, desicable.

Small utilitles way find only the Approzimation ¥fethod or the Judtment Method, applicsble, For further informarion,
pee Chapter 5, Section E,
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842 351
. 84%. - 852
« 343.3: 8383
8484 854
3485 855
848.6 858
8431 3sv
346 361
o9&t . 862
B o

. 552 866 -
253 8367
3541 368
. 8542 369
355 an
868 876
839 376
3601 377
3802 378
BRL 840
362 381
863 382
364 883
885 884
8661 885
8662 386
287 887
371 380
872 301
873 892
874 803
875 b1l
876 885
878 397
878 398 -

. " Class of Plant
B. Gz Utilities

Underground Storage

Tatel Service Lifanf
du Origival Group Suggested Afethod
(Aﬂ. H;-vhe}mfs Esﬁac ing
Rem. Life
[Su B:uu 1,2) {See Note 3)

.

Stmcturrs and Impmvemants__

. 2580 Forsenst

* Effsetive Januacy 1, 1961 by Commissicn Resciution No. 202 dated September 20, 1560,

: L.".ne\s Survivor Corve
Compressor Statlon Equipment . 2530 Yoreeast g
Measnmring and Lighting Rgnip. mptinos 2580 - Bwrvivor Corve
Puorlfeation Eqmpment P . on 2530 Sorvivor Corve

Otlrer Bquipment 25-50 Judgment;
Local Stovage Plant
Stroetnres and Improvements 95-60 . FPoreeast
(iay Holders 40-50 Forceast
Other Equipment 2550 Judgment
Fronemission Plant
Structures gnd Improvements 2p-35 Foreesst
B Be o
omyressor Staiion. BEquipment : arecast
Mezsuring and Regniating Eq_mp 25-30 Survivor Curve
Other Equipment 13-30 Judgroent
Distribution Pland
Struetnres and Improvements 80-50 Foresast
Maing 85-80 Survivor Carve
Mcoisl::rrmg Shgmegula pn;gemnt —{3aneral i5-25 g e Curve
. 5 urvivor
Bervices — 85-45 Survivor Curve
Meters 2540 Survivor Curve
Meter Installations 25-10 Saxvivoer Curve
Honse Regulators 25-35 Survivor Curve
House Regulator Yungtallations 3035 . Survivor Curve
Indnstrial Masy. & Reg. Eqnip. 1530 Burviver Curve
Other Property on Costomers® 1530 Judgment
Other .'Eqmpment 1540 Judgmest
General Plont
Structures and Improvements 30-75 Foreeast
Office Fuxnitare E?I Equipment g-_gg gmwr Curve
Transportation Equipment 2 adgment
Stores Fguipment 15-25 Judgment
Tools, Shop and Carage Equip 30.80 - Judgment
Leboratory Bquipment 15.30 Judgment
Communieation Equipment 1025 Judgment
Miscellaneons Eguipment 1525 Judgmen?,

Notes: L Plant of a partienlar utility moy Justify a service Hfe outelfe of ebove xanges.
2. Nel solvage estimatry nye to be qunratelr consilernd,

34

8. Larger ntflitles will $nd more » methods, suck ns
Smﬂnﬁnﬂamﬁdonlymm:mmﬁmmm&ur r.thudgm:
see Chapter §, Bectlon 1,

Ig'tpe eurve or actearinl solnrions, deslrabla.
ethod applicabie. For forther informntion,
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T'oiol Rervice Lifo of .
&n Origing] Breny Bugparied Metkod
{ A, Servion Life Entimating

-

- . ’ in Yeurs Rewm, Life
Ac.No. Clazz of Plent (Beoe Notez 1,8) (Bee Nute X]
O, Telephoue Uiilities
207  Right of Way ('when depresiable) 40-70 Judgment
22  Buildings 25-60 Foreeost
221  Central Qffice Eqoipmeant. : - 3045 Forecest
231  Btation Apparstus (fixed cspital life basis) i5-28 { Varioaz)
234  Tarpe Private Branch Xxchanges 15-40 Horenast
24 Pole Lines - 20-40 Surviver Curve
2421  Aerial Osble : 20.85 Burvivor Curve
2422 ‘TDndergrounmd Celle : : 2540 Judgment
238 Aerisl Wire 10-25 Survivar Carve
244  Undergroand Conduit 55-75 Judgment
261  Purnitore and Office Equi%nenf 1535 Judgment
264  Motor Vebicles rnd Other Work Bquipment - 5-20 Judgment
D, Water Ttilities
- Bource of Waier Plant .
811  Birnetures and Improvements 20.60 . Foreesst
312  Collecting and Tumpormding Reserwoirs . 40-100 Foreeest
413 Lake, River end Other Intskes : 8070 Foreesst
315 = ‘Wells 20-40 Foreesst
316  Supply Mains 25-100 ‘Forecast
Pumping Pluni
§21  Stroctures sod Improvements - 20-60 Forecast
394  Pomping Equipment 1535 Surrivor Cuxrve
825  Other Pumping Plant . 15-25 Judgment
Waler Treoiment Plant o
331  Struetures and Improvemenis 20-60 Forecast
332  Watexr Treatment Equipment 1520 Foreesst
Treusmission ond Disiriulion Plant
a4 Btruetores and Improvements 20-60 Forecast
242  Reservoirs and Tanks 25-100  Foreeast
848  Transmismion end Distribution Maing .
Cast Tron and Asbestos Cament. B0-100 Sorvivor Cures
A3l Other Pipes 25.50 Surviver Durve
845  Serviees DipatC. — 25 _[5eAEE ~aD 2040 Burviver Curve
846  Meters e 25-40 Survivor Carve
847  Meter Installations 25-45 Suxvivor Corve
B48 Hydrants 25.50 Survivor Cozve
849  Other Transmission aué Distribution Plant. 1540 Judgment
General Plont )
871  Btyuetnres nud Improvements 20-60 Foreeast
. 872  Office Furnitore and Bguipment 520 Suxviver Corve
873  Transpartation .., 5-20 Judgment
874  Stores Equipment : 5.25 Judgment
375  Imboratory Bqoipment 5-25 Judgment
377  Power Operated Egnipment. 525 Judgrent -
878 Tools, Bhop and Farage BEquipment. . 885 Sarvivor Curve
Notes: 1. Plant of & partionioy utility may Sustify = service 1ife omtaide of above ranges.
2. Net malvage estimates are to be veparately considered,
8, Larger wtilitles will Snd meore te methodr, woch s sdection of & fype eorre of actoerial solutions, desirstle
Swall utilltles way Sad ealy the Approximstinn Method or the Jadgment Method applicable. ¥or furtber information,
seq Chapter 5, Section B, ¢

35
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8. Thers are presanted in-the tables in the Appendix the portions surviving end remaining lives by ages for

various average service lives for the 13 type curves developed et the Jowe State Collega Hxperiment Stotion.

Hemaining lifs expectanciag have been computed from the data given in Bulletin 125, 155 snd 156 seqed

by the Jowz collese, Thess smrves ars referred to oy “Tows’ type:etrves or 28 “Witifcey® tyfie enrves. The

forfier designation i3 4dopted tn this practice, “The"laffer designition. refers-to Firofessor Bibley Winfrey,
S 5 §o et ted e tE N - ct

";.;pﬂ;or of thesé Towa billetina ™ .. - .
4.,&. tghula.ﬁcnmdmﬁng gurve trpes found applicabis to cettain clusses of plant ix'xlso‘khm in the Appep-

36

) dmﬂshdmatadnppﬂmhﬂityofthsecmesm,.ofmme.Bnlygenerdinmmaudishr;eﬂyhasedon

the ‘experiencs of the Towa studies. Tn parttonlar instences, the engineer may determine other type surves
to ke more spedifieslly applicable than these ganeral stugdies.

. The portions suzviving shown i the Towa tables meoy be nsed to.devdlop age distribution date as Mlustrated

in Tabie 5.4, mnd the remaining lives shown may be nsed to develop a compoifte remaining ife from age
dstribution data as ilinstrated in Tables 5-4 and 5.8, :

. & more complete set of Jowa type survivor and average remaining life tables has heen compfled by Edison

Electric Institute and Ameriean Gas Assoeintion. The tabiss glve survivess of an original addition of 1,000
and eorresponding average remaining lives to the neavest tenth of a year at half-year ages from 0.5 to T45,
inctusive, for everage lives from § to 100 years, inclusive, The tables were computed for the famfliar mor.
tality dispersion ¢urves Yisted in the Jowe Buileting, for dispersion intermediate to those fn the bulletins,
and for two other trpe enrves, SO and £Q. The ctve designated SC is the Patterson G type curve, baving
8 uniform distribution of retirement from age zavo to twice everage Life, The designation S0 is for the square
type survivor eurve which hes ne mortality dispersion, e, all Tetirements ocwmr at averags life (at ter-

' minzl Jife).
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CHAPTER 7

DETERMINATION OF GROSS SALVAGE AND
COST OF REMOVAL

1. The detailed procedures presenisd below mre spplicable to larger utilities or Jarger meconnts where they

may be used a5 an nid in arxiving at estimates of proper future net selvage. This meteriel supplementy

‘ Parsgraphs 8 and 7 of Chapter 4 whirh present the basie consideration, Net selvage ie defined == grosg

salvage vealized from restle, re-use or serap disposal of the vetired wnily Jess cost of removal

Delermining Recorded Sakvegs &peﬁwm .
2. Where records are erailable recorded salvege experience for each sccount may be determined by snslyzing

the eredits and debits to the ¥essrve. To do this, tota] the retirements Sor ench year and determine the
eorresponding totals of gross salvage nnd cost of remosval. Dividing each of the latter by the retivements
gives the percent gross sakvage and pareent cost of yemoval realized for each vear. This cdlenlation for a series
of years is illustrated in the wpper portion of the examples shown in Takles 7-A and 7-B using sfandard
form D-B. In using this information for determining sstimates it is ofien helpinl to plot a graph of suecessive
valnes each yenr. Whare reeords do not shovw the reeorded experience for esch aceount, it may be desirable
to meke 2 determination for &1l secounts as a whele to fest the over-2l ressonableness of the various esti-

mates.

Future Gross Salvoge
3. In most clesses of property the pereent gross salvage realized on retirement veries with the age of the mnit.

Generally the older units yield lower valués Past experience is nsoslly based on but a few retirements,
prebably of shorterdived vnits; therefore, fntuye gross salvage will nsusBy be less then the recorded experi-
ence. For very aceurate determinations predicted salvage values by eges ghonld be weighted with predieted
retirements by ages. As an approsimation, however, ressoneble resnits; may be obtained by ssmmring a
straightline dimipntion from remlized gross salvage of emrly retiremenis to the predicted vlthosie pross -
salvage of cldestlived nnits. The sample calenlation shown in part 2 of Table 7-A fllustrates an spplieation
of this pssmmption. The past experiense for & recent spen of yews is noted. Antlcipated nltimute gros
salvage of the oldest surviving unils is then estimated and an average of thess two values is selected as the
anticipated future gross salvage applicahle 40 foday’s plant, In predieting ultimate gross silvage of nider.
Bived wnits for eertain classes of property such as eable, wire, buildings, motor vehicles and similax itews,
merket eonditions in the future may infinenee the resulis more than any other inctor. The engineer shonld
quse yeasonable market predietions for the fummediate future as thongh appliesble tiwoughout the property
Jife. Corrections for lompterm changes in fhe market may be made, if mecessery, at the tima of periodia
reviews noder the remaining Jife plan.

-

a7
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Alpha Water Compeuny ) DETERMIMATION OF SALVAGE VALUES
sesaperr_ HOTthern Ares Table 7-4 as or 3760

Ac_ S24 Pumping Equipment

mwaIE L.

-

1. RECORDED EXPERIENCE (Fur a recent spoy of years)

i Jo gy e 1 orsumem. L i
SR PTLLg AMOUNTT | pppignieeny |- AMOUNT o G piipemeny | 0 AMOENT o momier
1952 | - $50 . $u2 24 0w $3 1wl s =
58 100 22 | 22.0 7 7.0
57 70 1 B.7{ B 7.1
86 | 40 5 12.5 | 4 10.0
B5 |. S0 . -9 25.3 3 16.7
19 54 50 5 16.7 2 6.7
53 50 - 2 4.0 7 14,0
19 _ ]
T |roms | a0 64 17,2 33 8.9 31 8.4
PLANT 171780 5 22,028 RETIREMENTS AS % OF FLANT 1268 %
2. SELECTED YALUES {in per ceat) a ’ i =
A Gross Sclvoge Post Refiraments . o » o o o 2 0 o - 17.2 {From 1. sbove)
B. Gros Salvage Lost Survivers (Serap Value) . . . . . . . 8.0 _ (Selected by judgment)
€. Gross Salvage Future Average={A4B)2— . . . « « b
D, Costof Removol PastRefirements o . « . . o o o o+ . . 8.9 (From 1. above)
E. Cost.of Removal Future Refirameants . o < o o 2 o o o 9.0 (Selected hy judgrent)
F. Puture Net SolvagemCB o , , . . o . o o 0« 2 2.1

3. WEIGHTED VALUES: (Not required this solution)

G. Average Net Salvage of Total Origingl Plant: H. Future Net Salvage (Weighted by Clastes of Flant):
b PLANT Sa NET SALY, WEIGHT ciass ANT. %4 MNET SALY, WRGHY
i3 e eEuam ® o [FE=R N
PAST RET. {Use this apace {Uze this srece when weighi!
FUT, RET, 1008 {0 get sversge salvege separate results fgr
TOTALS/AVG, for fotal life rate) gasaycsEDETate classes of property)
4, CONCLUSION: FUTURE MET SALVYAGE FOR THIS ACCOUNT {ROUNDED YALUE) _____ 2.0 ¢

38 =

OPC-LFE-POUS000039




Fork D&

orumy_41phe Water Company DEXLE 7-B

DETERMINATION OF SALVAGE VALUES .

\earogpy Northorn Ares a5 or 171750
ac_S11  Stroetures & Tmprovemenis . ESTUAAYED BY.
1. RECORDED EXPERIENCE (For « recent spam of years) )
PLENT GROSS SAMVAGE COST OF REROVAL HET SALVAGE
YEAR |‘m1n.zn AMCINT IE'I'.I"P.L?\FENT A 5 ‘m% p— , =
19569 3238 | $115 48.5% 234 14.5%
B8 451, 200 24.3 A% 20.4
57 162 48 28.6 23 14.2
56 195 44 22.6 12 6.2
58 162 . 37 | 22.8 1 6.8
“19 54 124 32 25.8 - -
&3 124 ) - 32 25.8 - -
19
TOTALS 1,456 508 34.9% 127 A.7% 301 25.2%
FLANT 17150 19,540 RETIREMENTS AS % OF PLANT 7:45 o
’ Interim - Finsl
2. SELECTED VALUES {in per cent) Retivesnentn Betlremmts
A. Gross Sclvoge FostRefirements 2 . & o 0 0« & ks =
B. Gross Solvoge Lost Survivors (Serop Velug) » & w « & zg: 5 ;
C. Gross Solvage Feturs Average={A-+B)/2= . + - + + : ) -
D, Cost of Restovel Post Refirameats « o+ « o « » ¢ o o et -
E. Cot-of Removol Fulure Refirements . o o = . = s -« 14.3 9 2.0
i5.6 3.5

F. Frture Net Salvege=C—E=2, + . + + « + »

2. WEIGHTED YALUES:

G. Averoge Nef Solvoge of Tolal Original Plani:
Sk NET SAlv. WEIGHT

H. Falure Mel Salvoge {Weighted by Closses of Plant):
wEIGHT

% MLANT TLASS L W NET SALY,
H (=] =R - Gl - PR
oaSt e 7.5 25.2 197 t. Iat. 138  16.6 208
n. e, 1000 5.1 510 Fut. Finsl 87 3.5 304
YOTALS/AVE, 10%7.5 6.6% 707 TOTALSIAVG. 00 b.1% BO7
4, CONCLUSION: FUTURE NET SALVAGE FOR THIS ACCOUNT (ROUNDED VALUE) __ 5:C %
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. In eertain aceomnts; notabty the station 4pparatus actomnt of telephone niflities, the plagement and rotire-

— —

--Future Ga.h‘:of' REmwaf

LN

4. As poipted out fn Chapter 4, sost of removal ks essentinlly a labor cost, -Pfe't'iie:‘-ed:fntu'r'e eost of remuwal

should be basad on a rezsonable projection of reeent experiency reflseting anteipate

d changes in labor eogt

for the fmmedinte iuture.]?omih!aahwdunmenhoipiant,urehangesin.nosto:t_:f{:::m}lwhenresa.‘laofs.

- plant Stem is not planned, arg foxther factors-to-consider,. - -
Actounis With High Turngver dod Re-use of plomt . 7 e

meut of property. miits may be- recorded on a lotation basls while the actual wnit is retained ang nged
soccesaively at several loeations dnving its S*Sred cepitel’” or physicql life. Under these condititms the net

salvage is a compasits- of the valne for retiremants where re-uss ocerrs and the

value 2t final retirement.

The eomposite estimate of Fpinre net salvage may be arrived at by weighting saparate servies Lile and

salvage estimates as fustrated in the following example:

& Values selsted by estimata;
Average Service Lifs (fired eapital)

13.0 years

Average Service Lifa (location)

46 years

Average Nei Sulvags Rense Retfrement

84%

Aversge Net Selvags Final Retirement -

8%

b. Derived Dita: o
Average Recorded Net Selvape for pest FeEY or reeent

843%

years
Portion which today’s surviving plant represants of the ariginal plant from
which it was placed (location basis)

§LT%

(Thiy woy be decteed from the selected survivor curve appiied to ape distrthution dnta
Mhﬂmmmaﬂm)m ' i

) e Soloiion: ‘

= Average nomber retirkments during capital 1ife i= 18/4.6 = 8.0

" Average nupber re-uge retiremants==288—1__..__ =299

. . Average net salvage during total 1ifs of priginal group
= i) g
- {2 )@4)33 (1.0)(8) - 7189

Prreant of Orip. Het

Group Halvage
8 {1} {2)
Pest Hetirements - 473 | 8.5
Presedt Surviving Plant 925 cr
Total Plant e 1000 7149
end future Net Balvige = 0’ = 190 — 8087 60.8%

. &2.7
Net Salvage Esfimates

Direet
Weipht
(8} = (1) x (2)
8987
T 527

7180

. '8, Where foturs gross aalvizs and foture eosts of remoeval  hive been aﬁ:ﬁated soparately, the fotnre met

salvage applicabls to the

straight-line remeining life scerual determiivation s the iiFarence between these

values, When cost of removal is high the net salvage may he & red valne Where an averege net salvage for

.all plant retired and surviving is desired, it may he obtained by weighting the past ;
. Wheare remaining Jifs astimates are made by foremest wiéthod, salvag: valnes mav be
considered separately and weighted for fnterim retirements and final retirements, Thes

Zutare net
tions are illustrated in the sample calenlation ghown in Table 7-B.
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CARRYING FORWARD THE ACCRUAL DETERMINATION
Problems in Corrying Forwerd the Actrucl '

L The depreeiation acernnl determined from standsrd form D-1 or D-2 is based on plant balanes book re-
serve and remaining Jife 2s of the beginning of the year. For each nccount where s complete study has been
made in developing this determination thres problems avise in applying it 1o the niilities* hooks and cerrying
it forward. First, ‘the scerual to vecord for the study year is needed. Nex?, it is necessary to eonsider the
meaxs of determining acexrvals in the interveniug years before musther complete study of the account is
made. Finally, the Jength of period betwesu eomplete stodies should be considered, it being fnherent in the
remaining ¥ifs method that periodie reviews of estimates and reappraisals o eorrect for chenging eonditions
will be made. These three problems are disenssed nnder separste mbhesdings helow. However, before turn-
ing 10 these, there is first presented matexial on aceounting procedures for crefiiling the acornals and deter-
mination of the depreniztion rates whick are applesble o the problems,

Accounfing Procedures for Credifing the Aecruals

2, Beveral methods for recording the arcrnsal on the books of & wiility ot the time of a-study are used, These
may be summarired 25 follows: '

8. Tse the beginuingof-rear acerual as determined on the standard form as fhe acerual for the vesr. This
is the simplest and most straijghtforward means of reeording the sesrnsl. Tt may be done a5 a gngle entry
for the year or in 12 equal entries by menths,

b. Compute the recorded acernal neing the beginninp-of-year delermination plos a eorrection for -estimated
net additiong to plant to be made doring the year, It is essumed that one gonnusl deprecistion acernsl
figrre will e determined and applied for the year either as one figure or In 12 equal portions monthly, The
correctjon muy he determined by spplying a composite rate applienble to the extire pent, or if the

- estimated net additions bave been developed separately by accounts, it may be determined by applying
rates for ench account to the estimates of additions, Kormally Class A utilithes showld ks the estimate
by sccownts or functional groups of neconnts. The amomt to which the rate is applied should represent
average net additlons. It wiil be noted thet as an epproximaiion net additions mway he zssumed to tuke
vlace ut the mi3-point of the year; henee, cnehialf the total estimated net additions may be vsed sg the
average net additions, .An fIlnstration of the wse of the composits Tate applied to estimatsd nat additions
35 shown in Table 4 A. Corrections for actuel sverage net zdditions shovld be epplied at the ed of the
Year when final values sre¢ obtainahle.

o. Compute the acrual on plant balanees other then the begmning of the yesr balanss, This requires first
determiring g depreciation xate and then applying the rate to the appropriate plant balance, Variations
of this procedure include : determining sn zeerysl by applying rates 1o the sverags plant telanee for the
Fear, determining a monthly acerasl for esch six months on the Janvary Ist end July 1st belenees, deter-
mining acernals monthly by applying meies either to the average monthly balenee or to the ‘begimning

- of the month balance each menth. In vsing these procedures, often estiniates are made for fhe ariginal
entries and corrections are applied when fugl plant balantes sre known. Use of this method applying
22_:11 rete o either mouthly or eversge monthiy halances is reguired of Class A end (less B telephone

fties,

. Adopt the determninstions as of the beginuing of 5 stody Fear 25 2 base, and Juring the interim wmtdl 2
eomplste new sindy ds made, mafntain seperate records showing this plant base Jess ratirements on the
one band and additions singe the study date on the other hend, To the one base the remsining life wutes
are applied and to the other a tots] life rate for g selected average service Jife is spplied. This methed
requires a domble reeord for esch mceovnt thereby tending to defent the advantages of gronp acepunting.
Furthermore, while this method is thesretioally more atenrate, its practies] asdvantsge is goestioned
nmless wids difierence hetwean the reserves has devaloped, Xf the reserves are reasonably lose a5 between
the book figrre and the ealenlated reserve requirement, then the tote] Lfe rate and the remalning Kife rate
zre-close in valve The corrective factor inherent in the remsining life method will eorrest for the smsll
differenses as parjodie reviews are made. The staff will not wse this method §n jts estimates and reports
exeept vnder mmneng) dremmgtances which should first be reviewed with the Staff Advisory Sestion,
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3.

Drring intervals between complete dejiresiation studiss, the methods used to determbne aecruals inatade

the above methods earried forward plus same sdditiomel methads involving partial redaterminations from the

basie estimates, The varions slternetives may be summarized 25 follows ; o

#. Use the depreciation rates developed at the time of the std¥ kiplyfhy théis to the naw first of the yoay
phnthmasmmnd‘f}m. T e tnmoamrt e TR

—_—- xorm T

. b. Ve the depresiation vitey devaloped af the time of the stody applying these to the xiew-Syst of the yesr

© " method "o, ghove,’

plant halanauplus esﬂmnt'eﬁ averags ne]:_adiitio;ﬁ-ns ™ Hiethod b. above, ]

c. Usa the deprecintion rates developed si-the time of fhe study applying thess to plaxt balances as in
d. Gontinie the separate tecords of plant less retirements from the stuly @afe and additions sinee then,
_ applying remaining life rates and tote] Iife rates to the fwo balances; respodtively, 4s in method 4. shove.
¥ I earried forward more fHefi'8 Year 6f two, retivements from, the efditions nrust be eonsidered, This

o method is no! recommended for staff usa.

Deteimining Depreciation Rates

4

-

— Selecling o Method for Determining the Study Year Accrucl

g,

e. Using surviver enrves selected in the stady, derive new mmammg life estimates iy direct weighling from
new age distribution data and ressupute the 2eerual vsing standard forms D1 or D-2 for new beginring.
of-year plent and reserves, g

£ Tsing the servies life estimates devtloped In the study, derive & new Temeiuing life estimate by judg-
ment, methed Srom new average ages of plant and recompute the secrual ustng stamdard forms D-1 or D-2
for new begiuning-af-the-yesr plant and reserves.

The steandard forms D1 or D2 for. the ‘aserual ealénlation ];i-ox-i_de:.smce in Column E for computing the
rematning 1ife depreciation rate for éash seorunt. Thin rete is obtained by dividing the scernal i Colnmn 8
by the pladt in Column 1. I is usuelly axpreswed in percent, that is, 58 a percent of pross plent. The com-

posite depreciation rate for the entire deprecinble Propeity is obfained by dividing the total of Column 6 by
thetotal of Colimun 1. :

Qrdinerily the stai! engineer in reviewing depreciation practices of a nsility will apply the asconnmting
prozedure cwsrently m brﬁauﬁ[ity.ﬁmm,whereﬁpmée&nmighﬁngeﬁabﬁsh;ﬂorschangeishﬂi-
cated othet eonsidérations may apply. Briefly, method a in paregruph 3 above, is the simplest and is used by

- some large ee well ax sowme sméll wiifijies, methods b and e yield results besed on average plant which con-

forms to the procedure uséd i determining rate bese, while method d as noted sbove is not recommended.
Az between methods b and ¢, the latter 35 mere epjilicsble to larger ntilities where monthly halanees are
svaila.hknndgreaternemmeymaybedesirea.Fdr‘smaﬂautﬂiﬁea,mthn&bisrge_ommm;ieaforsmfnsc.

Selecting g Meihodfar Defermining the Actrugl in Years Beiwean Studiet -

.6&

When: detecmitifiig the aoernal in the intervening years between complete stuties of s aceount, methods s,

‘b, and ¢ of Paragraph § shove, which use' the depreciation rate developed st the time of the last study

epblied to new plimt halances, yield reasanable resnlts with 2 minimum of calonletion, When selecting 2s
betwaen these three methods, the considerations disenssed fn the preceding_?ragmph apply. Where large
changes in pleat are taking place or where it iz desired to extend the period before another complete study
is. made, methods e and £ of Parajraph 8 involving partial re-estimates or racalealation ara niore sppro-
priste. This is partieularly true for larger utilitfes or for individual accounts exceeding $100,000 of plant.

Period Beﬁveab'-'.Ctbmpfete Studies ’

7.

Depreciation charges even in the simplest project ghonld be re-examined from time to time. It is obvious
thet, until final retivement, those eharges Involva estimates of future life and salvage. This is particulacly
true tnder gronp acconnting whers averdge and weightéd velues are uséd. The remaining life methed
requires reappraisals and reviews of the éstimates used from tims to time. Complate study of the bosie dawa

- and new determinations of estimintes should be miade for each meeount gt intervals depending wpon the
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ccrurrence of changes in conditions which suggest ehange of charactevistics of the account. Thus, wherever
large additions or large retirements have been made, new studies in the subsequent year are indleated,
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: . r Where oniform or momfnal prowth continues through a span of yesrs, periodic sindy of each aceount,
according to the following snale iv suggested - .
. 3 fed Macimues Inttronl Between Studics
[ l Apeounts of Ancounis of 325000  Actounts of Leax
oocr J100,000 to 3260000 than $25,006
5 l— TWhere corual in Intcrocning ¥ purz Is Detomined Eack Year dys  of Flen? of Plant of Plant
- Applying depresiation yutes to new plant balances ) .
[ l f . {Aethnds &, b., ¢, Paragraph 8) 2 years 8 years 4 yerrs
' ; Applying new age distribution dats from derived survic '
) vor curves to give new remsiving lives and applying
.""| - this to pew plant and reserve balances (Method e.)._ . 4 yeurs § wears § years
! } Applying new judgment estimates of remaining lives to
new plant and reserve balances (Method £). . § yeurs 4 yenrs 5 years

5 1 Annval Reviews ond Schedules of Studies

8. Large uijlities are, in general, required to review depreciation scernels smtipally and fe with the Com-
wmizgon znnnal reporis showing changes in estimates or rates which menagement feels shonld be made
i ) topether with the resnliing ecernuls. In connestion with these reviews it is suggested that periodic sindies
P ’ of a number of acesnnts he made each year, according 1o a predetermined sehedude, so that over 2 span of &
i!:w ;t:fears detafied studies of the entire plant sre made. Supgssied material to include in the yeview Teports

as follows: . :

: ' . 2. Preliminary report to be submitted by December Ist.
' (1) A Hst of the accotmnts on which the company hag made stndies of the basie estimates of serviee )ife
expectancies and salvepe during the past year and the resnlts of these studies. These results ghonld
show changes where applieghle by accoumts, and likewise should show those aeconnts fnx which §t
was determined efter =tady that no changs in hasie estimates is required..
(2) Note any major additions or retivements which it iz contemplated will he made during the ensuing
yesr ahd which will resnlt in sizable tharges of the depreciation scernals.
* (B) An estimate of the dollar effects by sceounts, of the chanpes indicaisd ju Hems (1) and (2} above.
(3) A statement that no sobstantizl change is anticipated other than those indicated in ltexas (1), (2)
and (3) ahove.
{5) A copy of the eompany’s current program for studying aceonnis (if previons reports of the pro-
g gram have been mude the changes only need be indieated).

‘- b. Final report to be submitted by Apzil 15th. (Companies cosing their books other then the first of the

Feaxr may use & different dats,)
: i (1) The plant balances of all epreciable property by acecpats and by study group suhaccounts as of the
! firet of the year.

o {2} The depreciation reserve balances g of the first of the year.

(8) The epplicshle estimates of future net salvege 2 xemaining ife 25 of the first of the year or de-
J- ) preciatiod rates which will be applied to enmpute secrnals during the enrrent year.

{4} The dollar acernals based on baginning of year plant or esiimated average plant,

{5} Ttems {1} 1o (4) sbove may be presented on the standard acernal determination form D-3 or D-2,

{6) Where changes in the estimates presented in the preliminary report have been made thess should
be indicated.

9. Smaller uiilities not Aling samnust review reports will more often combine their reviews with periodic sindies
of 811 zecounts at one time. Sueh reviews chould be made every three or four yesrs, sud in any event not
longer than five yenrs spart, depending on size and eireumaignces ss Indieated in peragraph 7 gbove. The
yesnlts of these reviews shall be fled with the Commission.
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T CHAFTER 9
GENERAL CONSIDERATIONS AND STAFF-PROCEDURES

—m————y

] © "Chuck Ust for the Sioff Engiacer :

1. Chapters$, 4, 5 and 8 of this practice have bean arvanged in the genexal orer of Approsth of 2 staf engineer
. . Yreparing the depreciation portiom of g results of operalion, report for ratemaking purposes, Some addi.
! tonal pertinent considerstions are indladed fnm this thapier to gssist the enginear, A brief check Jist of
suggestid stafl proesdure Is sy Follows:
&. Examing the wiillity’s bocks with reference to the plant neeounts and the- depreciation reserve. Thi
is discussed below, ~ o ) e . e T wep
b. Beview the company’s past snd etrrent practités aflecting depreciniion. This step is the subject of
Chapter 3. Additional eonstderations sre emmmessted In Parsgraphs 12 thraugh 17 of Chopter 5 and
. aléo in Paragraphs 2 and § of Ghapter 8, S '
¢. Beview the evailshility of resopds other than the accoumting resords which will ssshet in making esti.
mates. This step is discussed in Paragraphs 4 throvgh § of Chapter 5,
a. Setupthemdudmudfarmmdmthehownbmkvalnes.ﬂisstepisthesubjautof Chapter 4.
e. Mzke estimetes of salvage for the varions acoonuty and classes of property. This step is discussed in
Poragraphs 6 end T of Chapter 4.
f. Make estimates of the Temaitiing life of pach nenpunt, This step Is the sisbjest of Chaptor 5.
* g Meke a Rald fnspection of the properties with a view toward testhig the ressonableness of estimates a5
.+ #vidented by physical eonditions whish may be observed. . A
-+~ k. Complete the accrnel determinations us discissed in Paragraphs 11 to 14 of Chaptar 4,
~ i C'éai::r{a the a;crml delermingtion forward for the year(s) sovered by the repoct, This step is the subject
of Chapter L. . - ’
i. Prepare 2 réport of depreciztion reserve end expenses for foshusion as & chapter in the results of opera-
- tion report, This step ix dismussed below. : .

¢ Examinafion of a Uiility's Books *

. 2. In mnderiaking a depreciation study, the books of the utility with respest to the plant secounts and the

i depresiation reserve should bs Inspetted and checked to ssswee thet regsouable procedures Buve hesn gsed
! “ina.n_:iringathmtmmmnﬁﬁnﬁ&eﬁﬁﬂﬁm&&umﬁmﬁmoi&c
compatry, on outxide appraisals, or on prior setions by the Coremission shoald be ehecked ard the zeeumu-

ke Jations sinee‘that fate reviewed. If doubt as o the correatness of.tha grighial emixies or if evidénee of

corzections, the aeernal determiviatiors hould: be deférred until thase orretions have been determined.
Approval of the Director or Assistant Dirsctor of the Utilities Division should be obtained i an appraies
.end veser¥e raguirement study for purposes of restating the hooks is contemiplated, In recommeunding sueh
& procedure specific reasons for doing so shonld be stated. All eFarts to utilize recorded book fignres (wwich
adfostments if necswary) withont appraisals shonld be explored.

Special Considerafiong for Smalfer Uliias ) .

. As previously noted In Paragraph.12? of Chepter 4, utilitles baving gemerifly less than §100,000 tosa]
plant may simplify the scctnal determination by using composite values rather than sttempting separate
results by aczountz. For thess otilitles it is essential thet two minimnm tondittens be met. First, the acerusl
should be determined zs described herein, und eredited annnaly to the reserve, This mey be besed on jude-
ment estirantes for very small ntilities applied o o single parnent to gross plant. Second, the retiremsuts
of plant shonld be recorded snd deducted from bath the edpital and the reserve aceounts. The staff engineer
in reviewing the depreciation practices with neility representatives should siress these two essentials fu
preference fo presenting too much detsil with regard to the depreciation determinations itsalf, Good enginger-
ing judgment in selecting over-all estimates to arcive at & tompaosite rate may be the only practizsble means
of determining consistent depreciation charges for very small utilities,

—m——
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Deprediafion Charged Through Clearing Accounis

4. T lerger wiilities it 3¢ common practics to cherge depreciation on such jtemy sg vehicles and work equip-
mext f0 8 clearing acconnt frem which the portion sssgrable to copstraetion #nd the pertion mesignsble
o muintengnee i5 later delermined. "Whevs clearing ascounts ars nsed, the engineer must set out separately
the depreciation megrnals which are charged to clesring. These aceruals are not purt of the charges to the
deprecistion expenss necount.
Frepuration of o Stoff Report

Yu prepering the chapter on depreciation reserve and depreciation expenses for a standard results of
operation report, certain pertinemt items from the engineer’s stndy should he inclnded. The natnre of the
ariginal entries should be Tecited and a fabulation of the historicel growth of the depreciation reserve should
be shown. A weighted averase book depreeisiion reserve for the yesrs vnder eopsiderstion shonld also he
ghover. This may be determined as the mean of the beginning- and end-cf-yenr balances, or the mesn of
average mwonthly belances where thise are gvailabile, The weighted aversge depreciation reserve ia earried
forgard 1o the rate base chapter for the reserve deduction. The depreciztion accruals ms recorded for a
recent year end determined for the worrent year shonld be shewn. Where the eompany has not preyiously
used the Temaining Yife method, the following peragraph shonld be incinded: !

Qansistent with standard practies, the staff bss adopted the rewmaining life basis for eompniing

- depreeistion espenses, The remeining Yife method meets the basie objective of depreciation of Tecovering

the original cost of Bsed capital (less estimated net sadvage) over the useful life of the plant by means

of an eqnitehle plan of eharpes to opersting expensz accomnis. Ferdodie reviews inherent in the method
give sespvance of continuons reasonable depreciation acertals ™ 9

A complete determination ss prepared on stendard forms D-} or D-2 shonld also be ineluded. Additionsl

_ materiel which may be presented in larger comupany reports jncludes: A tabulation of eompany and staff esti-

mates, 8 tabulation of the depreciation reserve by nccounts as of s reeent date, and & tabulation showing
methods of alloeations between fivisions or deparhments. Forther information in preparation of 2 yeport is
contained in Standard Praetices -2 and T8, °

Anclysis of Reasonableness of Resulis

8.

In the finsl anslysis, a determination of depreciation acerusls is based on engineering judgment of antici-
peted fitore conditions. It ia thevafore «well to apply some test of reasonsbleness to the fins] resalta Xor-
melly the eomposite acernal rates for a company showld fall somewhere in the range from 2% to 4%. Where
& composite Tate exceeding 4% develops, it mar be well to eheek the estimates or to analyze company policies

with regurd to placement of new plant and retirement of old niits, As e furtber test of the ressongbleness, -
it is well to compare the resnlls determined for rate-fixing purposés with these reported for taeome tax

purposes. Jn partienlar, the depreciation yeserve carried on the books a4 compared with the depreciztion
yeserve corried for Sneome tex purposes should be noted. .

Depreciation for Income Tax Purposes

7.

In eompnting the depreciation ellowance for ineome tax purposes it is often feasihle, parilenlarly for emall

" sompanles, to spply the same determination for both tax and rate fixing purposes. However, differences in

snch factors as use of beginning of year versus wejghted aversge plant, charges for interest during construe-
tion, pest credits and debits 10 reserves, snd other factors meay eause differences in the two determinations,
For information regarding depreciation reguirements for ineome tax purposes ‘‘Bulletin F** of the T. 8.
Tressury Department, Tnterne} Revenne Service should be eonsnlited.

Extroordinary Qbsolescente

&,

Occasionnlly insiznces of extraordinary obsolescence such s the unexpeeted early retirement of & major
unit of preperty may require sume form of an adjustment. When instances of thig type arise, application
of the reraining Yife method wil) often provide a reasonable acerval. It, however, in the opinion of the stafl
engineer, special consideration & required he should refer hie recommendation in the mafter to the Directar
or Assigtant Divecior of the ‘Ttilities Division.

A5
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- Stundard Forms - & el
+ 9. To gssist the stal? enginnegrs, standard forms
- clation yesuits Thess Formms ps i

¥orm No, Mostrated By

Da

Dy

D-3

D4
D5
D5

- Table 5D

(not shown)

as {lndtrated in this practies ire 25 follows:

have beem ‘prepaitd for recarding data and ¢eleniating T

Subject

Tebles dA o 4B .. ...

Pahles 54 and 58

Annusl Depresiztion Acervel end Rate Determination
{worksheet) ~ . ..o . . o ..,

-Annnel Depreelation Anertal #nd Rate Determination
{foxm for typing). ermin |

Tabls 5C.

Rlehients'of & Suftivie Gitive

Herigining Ti¥s from Ascounting Reeords

Tibles TA and 7B

- Determ instion of Salvage Vaiues
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: CHAPIER 10 . )
COMPANIES USING THE REMAINING LIFE METHOD
General .

1. Most of the Jerpe utilities in Californie determine depreciation sscruals wsing the rewsining Yfe method,
1t is being emplayed es standard practice in small compery rate procesdings, at which thne providon i
made for coplinning the aseraal on this besis, Thus over & perfod of time it is anticipated that most xmal]
utilities will determine scernals on the straight-line remaining life basis. .

Larger iilities
2 All larpre electrie, gas, telephone and water ptilities in California, with the exeeption of one, now utilize the
Temaining 1i{s basis Jor dook depreciation avernals, ag follows: :

Czlifgrnia Elettric Power Company
California Interstate Telephone Compeny
California-Oregon Power Compeny, The
Califernia-Pacifie Utilities Company
Califoraia Water gnd Telephone Com
California Water Sercice Company -
Citigens Utilities Company of Californis
{Clear Teke Water Company
Dominguez Water Corporation
gmer;} %el:lp%:lne Ecmpany of California
ern Mu ene Company
P amod sl Gegey
geific Lighting Gas Supply *
Ew%iWatGer & ol Corap -
an Diego (ras tric any H
g:n éﬁfrga'%ﬂango? Company ;
m Gabri ‘ater
Sierra Pacific Power Company
Sovthern Californis Edison Compaxy
Bouthern Californiz Ges Company
Southern California Water Company
Sonthern Commties Ges Gompany of California
Suburban Water Systems
Sonland-Tnjnnga Tels:homa Compary
Western California Telepbone Compeny

#. Agresments have generally been reached with the larger ufilities setting forth detafls of introdueing the
remaining Jife method. ‘Where decisions have requirved the remeining life method, agreemmt‘s have ugu.ally
been reached as a basis for swch desision. It is not possible to indude a typleal agreement since conditions
@iffered to some extent in each ease. .

4, In gerneral, the above companies submit annus] statements of their deprecintion _acu'nals. Twenty-two of
these companies use the strajght-line method. Three pee the sinking fond method with various interest ratea.

Smafler Utilities

6. In general, sgreements as such have not been entersd with the smaller companies. The sisff engineer as
standard practice in rate procesdings in the “Results of Operstion Report’ generally determines the
recommended depreciation zecrunl on & remsining life basis for rate-fixing prrposes. If soch sllowanee
is approved by the Commpission and glllowed in the new rate level, the Commission pormally inclndes a
provision in the order as indicated below, At the present time over 300 smelier utilities are nsing the
strajghtline remeining life method.
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Typieal Wording of Ordering Paragraphs .
7. Where the remsining lifs depresiation method has been ordered by the Comnrission, typioal ordering para-
graphs have bean snbstantislly us folldws:
a, For a Major Utility: . . A :
. _Applisant. shall rétied simially ihe decvnsly to: depreciation regerve-which shall 'be datérmined for

- - ~atelprinury plant accyunt by dividing the orizinel cost of depreciable utility plent o estimated futprs

net salvhge lem-depréejaticn Teseive Dy the estimeted remeining Hife of the stwviving plant of the

account; and the resitts of the féviews shall be submitted annually to this Commbssion.
b. For a Bmall Viitity (Heving more than §100,000 of plant)

Applicant shall: determine the yéertals for depreciation by dividing the orviginal eost of deprecikle
niility plant less estimated future net salvage less depreciation reserve by the sstimeted remaining life
of the plant; applicant shall review the aecrtals when majot chenges in dépréciable utility plant compo-
sition cceur end for each plant acconnt et imtervels of mot more than # yésrs. Results of these
reviews shall be suhmitted to this Commission, .

c. For g Bma]l Utility (Heving less than $100,000 of plant):

Beginning with the yesr ______ applicant shall determine depreciation expense by multiplying depre-
ciuble ntility plant by a rate of ... per cent, This ‘rate shall be wzed until review indieates it should be
revised. Applicent shall review the deprecjation rate using the straight.line remaining ife method when
major changes in utflity plant compositicn oeeur and at iuterve’s of not more than . * and
shall revise the above rate in conformancs with such reviews Resolts o thess reviews shall be submitted
to this Commissfon. _ S )

d. For a Small Tility (Newly Certificated):" . .

Applieant gheil determine aeeruals for depresiation by dividing the origiual cost of the depreciable
ntility plant, less estimated foture net selvags and lesy depreciation vesgrve, by the estimated ramaini
Life of the depredable plant. Applicant shall review the acerusls a3 of Jannary 1, following the dats servies
is first furnished to the public under the rates and rmles authorized herein and theveafier when major
ahanges In depreciahls ntility plant sompesition occur, and ef intervals of not more than * rears.
Besults of these reviews shall be submitted to thiy Commissitn. :

® ¥or small companies, periods ranging from three to See yeats depending on slzr and wmpuslwyn__ot‘ plane are weed

48

OPC-LFE-POUS000049




r 1]
|

—_— e e .
.
.
o® ©

APPENDIX

. IOWA TYPE SURVIVOR CURVES

1. ‘The following tabulation indiestes Jowa ¢orve types which have been formd spplicable to certain classes of

plant, bearing in ming that the spplicability & ooly general in nature and is dargely bassd on the experience
of the Jowe studies. In particalar instances the enginter may determine other type eurves to be mare

specifieally applieable than these general studies.

A di:
Type %"3&”

MMaex af Pload Crrve XNum
Aerisl, Telepbons Cable 8 A2
Telaphone Cable _ Ba A- 3
Telephone Cuble : I Al4
Appurates, Telephone Station By A g

(Fixed Capital Life)
Boilers, Water ‘Works 8 A-3
Buildings, Distdbation Substations E, A0
Pump Stations By A-2
Cable, Aexial Telephone 8, A9
* Asrial Telephone S, A- 3
Aexiel Telephone Iy Add
Sehmarine Telephone R, A8
Underground Telephone S A-2
Undergronnd Telephone R, A-§
Underground Telephone Iy A4
Underground Telepkone — L A5
Central Office Equipment, T'elephone R, A. 8
’ Telephone L, - AN
Coils, Telephome Loadin - B, Al
Conduetors, Overhead ie 2 R, A1
Distritution, Alsins, Gas Ly A4
Mains, Water B, A8
Schstation Buildings Rz A0
Transformers By A-1
Trensformers 3, A- 2
Transformers By A- 4
Trensfoxmers B: A0
Transformers r, A1l
Transformers ) ™ Als
Transiormers L A.15
Electrie, Limmps - B A1
8; A-5
Meters B, A. B
Meters Ry A0
Metarn R, Al
Aleters R, A-l12
Overheaid Conductors B, A1
Poles B, A-11
Poles Ly A-15
. _Poles and Fiztares Ra A0
Engine Equipment I VAT
Equipment, Centrs! Office Telephone R, A8
Central Qffice Telephone L, A34
Central Office Telephone. Ly A7
Engine L, AT
Ofics By A §
P.B.X, Telephons Ly 412
Pumping 51 A-2
Purification N A- 2
Work ™ A-18
Work and Motor Vehicle Ba A-7
A9

e — - e
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o e : Pype
Clasz af Pl o ] - Curse
Fixtures, Electric Poles and . .. .  _. . ___.._ e
Fomitors Ls
e L BetevE 2 e - o< ‘ - . 5,
o Meerte . — B
L e w II ' vt 1 I o s.
Hydraalic Pumps By
Lamyps, Blectric S0
Transmission ilaine " 8
Loading Coils, Telephane R,
Meing, Gas Distribution Ly
@Gas Transmission- Yarge 5
Water Distribntion B,
- 'Vgister Transmission gn
o eta!s‘ 2
Gas R,
Eleotrie B,
Electris R
EHiectrie B,
Elecirie R
Eleetrie i Bs
Water.. - 2 - == Be
Motor Vehicle and Work Equipment.__.____", Lo B
Office Equipment Ss
Overhetd Condnetors, Electrie . R
P.B.X. Equipment, Telephone.___ ' - Lo
Poles, Bleetrie R
Eleetrie La
Flectrie and Fixtures Ra
Telegraph La
Telephane i e Iy
" 'Pelephone—Unireated : - I,
Power Transformers .. Bs
gower_ Transfurmers ; -gs
om; Equipment 1
rmfasl;%ymgm B T R,
Punip Station Buildings . . — 5
Pumps, Water Works La
Purifieation Equipment-- .. N : 5
Serviees, Water : Ra
Rouwoem, Woter Works, — Iy
Station Apparetus, Telephene_. ' 5
Station, Pomp Buildings__ D —— 8;
Submarize, Tephors ' M——— oy
ubmarine, Telephone Cable 25 R
Bubstation, Distribution Buildings . ? R:
Telegraph Pales
Telephone, Aeriel Cabls %ﬂ
Aerin] Cable S
Asrinl Cable L.
Centrel Office Equipment o - m— Rg
Central Office Equipment .
Cofls _ N R,
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Humber
A-10
A-18

Al
A-3

A- 1
A-8

A.1
A- 17
A-11

A%

A-9
A-9
A-3
A1
A~ B
A- 8
A-10
A-11
A-12
A0
A- T

A6
A1

A-13
A-11
A5
A0
A-15
A-1%
A-16

A1
A 2

A2
A-13
A-2

A-8
Al
A-4
A- 2
A-15
A- B
A-10

A-1
A- 2
A- 3
A-14
A-B
A
AN
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HE Appendie
. Type Table
Clozx of Plant L N T CTurae Number
Telephone —Continued
PR, Eqoipment 2l LI Lo A-13
Poles Ly A4
_ Poles—TUntreated 1, A18
St=iion Apperatys By A- 4
. {¥Fixed Capital Life}
Bubmarins Cable R, A-B
‘Underground Cable 51 A- 8
Undergroand Cable X, A-8
Underground Cable In A4
Underground Calle Ls AJs
Pransfermers, Distribntion S A-1
Distribution 8 A-2
Distribution Ba . A~ 4
Distribution Ra A0
Distribution Ry AL
Distyibetion . Yy A-13
Distribution p 7% A-15
Power 198 A-3
. Power Ie A-18
Transmission Meins, Gas—TLarge Be AT
“Water ; R. A8
TUnderground, Telephone Jeble M 5 A-2
alephone Cable 0 R A B
Telephone Cable I A-34
. Telephone Cable o L A5
Untreated Telephone Poles. . T Ade
Tehicles Motor and Work Equipment: By A-7
Water, Distribution ¥Meins Ra A-9
Meters Rs A0
Berviee Ba A-9
Transmission Mains B A- 8
Water Works, Boilers = Ba - A%
Pumps. Ly, A5
Sourees In A4
Btations T A-16
Wells —, . B A2
Work Equipaent Lg A8
Werk Equipment and Motor ‘Vehicles Sa A-T
. -
9 — H
r A |
51
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r et ‘ TARE A
S IOWA TYPE So CURVE

~ PORTION SURVIVING *
i For Averaps Barvies Lije
dge : .° + - #0Teors 20 ¥ers £ Yeura $0fan i 0 ¥mra 80 Yenra
- 0 1000 1000~ X500 - indo T Lo 1000
f 035, - 99T . 99 399 o489, 1.800 1.000
: 15 L 877 993 895 387 998 999
25 941 . 883 58 883 595 996
T 3.5 802 4970 878 £83 891 993
| 45 : 858 553 968 - 87T 086 990
55 — 285 885 587 930 986
65 788 514 41 856 973 932
745 - BTL 891, 523 544 56 7T
8.5 804 B66 507 931 958 871
95 585 830 .B8s 97 949 953
105 465 T &n *A63 202 540 958
115 208 i) 847 387 930 952
125 829 g51 - 825 A70 S18 S4d
135 264 720 503 558 908 937
ia.5 203 688 79 B85 BYT 829
155 47 854 155 B16 835 420
16.5. 098 . 82 28 78T 872 82
: 17.5. o 058 - 58T 104 arf 858 - 902
185 =2 > 023 Bz - 578 ~A5T - 846 858
185 004 517 851 735 832 883
20.5 £33 524 T15 818 .E73
215 448 597 883 804 568
226 413 568 am 489 553
285 379 542 549 a7 842
L6 346 Bid 526 a9 831
955 . 812 456 S0 44 820
i 965 : 280 A58 81 728 808
i 27.3 249 - 481 - 558 19 49T
285 218 Ao 595 696 785
: 25.5, 389 378 - F12 579 T8
805 as1 349 As8 .663 T8
815 84 422 466 £46 548
. 32.5 08 296 42 629 138
i . 333 088 271 - 419 412 23
- 315 065 245 95 595 .10
35.5 047 221 874 578 597
365 £30 a7 251 561 ¢ 683
= 375 017 X715 320 543 571
2835 007 153 2307 596 558
88.5 : 001 132 265 509 23
40.5 _ 12 LT 491 £31
* The sbore values are o be owed poly for the average service lives sbown Stralgbt-dios kntexpolation for ovarnge pervier lives betwesn
those ahown will gire Innconrate reanlts.
52
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TABLE A-1—Continued
IOWA TYPE So CURVE

REMAINING LIFE *

Fur Avcroge Bervice Life
v dpe 10 Yeers 20 Xearz 25 Teors 30 Yeors 48 Xenra 50 Yeors

o 100 20.0 950 300 400 50.0
0.5 95 195 245 295 295 495
15 BT 186 986 28.6 38.8 485
2.5 BO 17.8 88 217 877 47.7
35 74 171 220 © 268 858 468
45 6.7 163 212 263 5.0 " 46.0
55 62 167 20.5 254 352 450
65 57 15.0 19.8 247 85 448
7.5 52 144 191 240 8237 436
a5 47 13.8 185 23.3 230 428
9.5 42 132 118 2.9 323 421
105 38 12.6 17.8 LL1;] . 418 414
115 33 121 357 a7 Sy K 409
125 29 1Le 162 2ns a3 400
18.5 a5 11.¢ 58 202 297 9.3
145, 21 10.5 15.0 196 2931 286
155 17 103 145 193, 2R 4 880
16.5 13 9.6 140 185 279 873
115 1.0 ‘91 12.5 180 o34 26.7
185 o “BS 380 17.5 26,7 86.1
18.5 05 82 125 16.8 263 8558
205 73 20 184 25.6 849
215 73 pal.] 159 250 33
o995 6.9 113 154 285 338.7
235 64 10.6 149 239 2331
¥A5 80 ne 145 234 226
255 56 9.7 140 pn8 320
8.5 532 0.8 135 203 315
275 48 8.8 131 218 808
255 44 84 12.6 218 $0.4
235 4.0 B0 21 20.8 258
305 3.8 7.5 117 208 - 998
L5 392 73 113 18.8 28.8
8.5 28 6.1 10.8 194 282
835 24 4.8 104 18.8 977
94 5. L 59 10.0 18.4 272

* The remaining Hie for any A.S.L. betwern 10 and 50 yenrs
for the destred age may be obtojord by interpolntion of the
listed amountn, ‘Tests bave showo that this metbod ix sulfi-
clently sceminte for a1l practiend purposes.

Phe Sy curve has bees fonad appdicpble tot

Electyie

Distsihntion Trapsformers
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- TABLE A2

... IOWA TYPE $: CURVE
PORTION SURVIVING *

0.5

15

a5

3.5

435

5.5

6.5,

7.5

B85~

9.5

05

11.5.

125

13.5

145

14.5.

165

175

185

305

1K)

825

83.5

845

353

88.5

315

885,

383

40.5

Fer Szeropr Services Life

W ¥ewrs ., 20TFeurs  2WYenrr . 30 Yeoix §0T¥ears © 50 Yenrs
1000 2000 1000 1000 1000: 1000
10007 1000 . 1000 1.000 1.000 1.000
9% - 899 1000 1000 1000 1000
981 087 598 599 . 1000 1.000
855 283 g%6 598 499 598
i 2 986 992 - 893 S8 - 0399
B61 g76 887 992 495, 958
795 982 S8 bg7 g5 997
718 545 963 981 891 295
534 228 B58 574 Jag 593
545 502 Sdd 8965 583 981
455 875 228 835 978 988
66 £45 810 243 873 985
282 812 889 829 968 881
205 77 86T A14 359 SiT
138 738 542 598 S50 572
0ag 508 Bl6 880 - B4l 87
048 656 768 - 861 431 961
mne £12 NE ] 840 820 854
L05 - 568 TET 818 508 S48
623 581 795 598 548

ART 060 178 B52 S32

432 526 J45 -BGB 23

Ask £50 J1% £33 4

344 554 891 H37 805

302 518 568 B21 B8

262 482 624 04 B8% .

223 Ad8 505 758 T8

188 410 S0 187 B6L

155 374 H45 . 748 Big

225 240 15 122 J36

2098 206 483 708 BZ3

o4 273 455 B84 509

. 05 212 425 467 595

a8 212 395 £ 780

024 84 66 £23 63

011 J38 37 401 130

£07 A33 309 AT T34

Los 411 282 B5T 718

L01 090 255 A3 Jqa2

072 230 411 658

036 203 489 £69

*The above yrines are to b2 used only for the tvyrage servies lives shown. Stralghc-line Interpolation for prerage service Hven betsoen
thoge shi results.

54
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TASLE, A-2—Continued
IOWA "TYPE S: CURVE

REMAINING UFE®*

Far Averege Berviee Life
Aye 18 Teare 20 Yeors £5 Years 30 ¥enva 40 Yeora 50 Yeary
. 0 30.0 20,0 25.0 30.0 40.0 50.0
o5 9.5 195 D4 S 295 89.5 495
L5 85 185 235 285 B.5 485
2.5 i 176 205 275 - 3715 475
35 ‘6.8 166 21.6 266 96.5 463
45 61 15.7 207 P56 356 455
5.5 55 149 18.8 247 34.6 446
6.5 49 141 188 .238 23,7 436
75 : 44 123 181 230 o8 427
85 8.9 12.6 173 221, 318 418
85 34 119 166 21.3 11 409
10.5 a4a 113 158 206 302 40.0
L5 25 160.7 152 19.8 294 391
12.5 23 101 145 ik 256 283
138 19 95 138 184 7.8 374
145 1.6 $.0 133 17 27.1 3L
155 i3 85 127 iy e S 26.3 358
165 10 80 3121 16.4 ‘25.8 850
175 08 7.5 116 15.8 249 343
1RB 0.5 74 118 153 249 845
18.5 6.6 .14 147 235 32.8
20.5 62 100 141 229 821
215 58 9.6 18.8 223 314
225 B4 91 131 218 80.7
23.5 B3 81 125 =19 80.0
245 477 g2 121 20.4 293
25.5 43 7.8 L8 19.8 287
28,5 40 T4 118 19.8 9B.0
215 8.7 7.0 109 188 274
285 8.3 88 10.3 182 26.8
298 8.0 63 8.9 118 o289
305 9.9 59 g4 172 256
215 -4 56 a0 16.7 “95.0
‘828 : 21 52 BS i62 245
885 18 49 82 159 238
3445 15 45 7.8 153 234
* The yemsining lie for any A.BJ. between 30 and 50 years The B: curve has been fonnd applicabile to:
e ol s el RO Ry SIS o
clently pestoate for all practics) porposes. Pm:aqﬂpmt ;
Distxibuthm Trangformers
Ppmp Stetion Buldings
Wells
Purleation Eguipment
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TABLE A-3.

_IQWA TYPE Sz CURVE
_ PORTION SURVIVING *

05

15

25

3.5

45 .

-

2.9,

6.5

15,

8.3

95

105

15

125

13.5

143

155

165

175

i85

185

205_

Nns

2.5

23.5.

245

233

265

25

9585,

285

303,

5135

325,

335

84.5

855

365

875

385

38.3

40.5

Fur Avernpe Servicw Life
, 10Fearz | 20¥uers . 28 Foort 30 Youra 48 ¥eors « 50 Yeary
-, 1000 000 .. 1000 1,000 1000 .. 100
271000 . 2800 . .. 1000 1600 1000 . - 1000
S1000 1000 - 1000 1.000 1000 1.000
87 _1000 - 1000 " 1.000 1.000 3000
S87 999 1.000 1.000 1.000 1.600
864 898 939 1.000 1.600 1.000
924 451 5ag 4399 1.000 1000
860 990 93§ "898 .999 1.000
T3 989 953 997 599 1000
634 871 958 3994 598 559
339 955 g8t H91 097 089
44 935 °72 887 098 Bog
326 808 960 881 L Y 598
a3 878 945 978 592 97
140 841 827 Sgd 958 895
0718 .799 206 852 985 451
036 752 851 538 880 999
M2 . | 501 B52 420 74 059
003 . 646 850 864 967 - - 987
559 83 B88 989 - 938
830 J4T Bin 850 879
ATd 106 831 840 873
A1 663 B08 228 989
Ba& £18 76 914 961
299 A7) a4 801 957
248 524 110 .B36 949
201 A76 H7d B89 841
158 A2 B37 830 a42
Jz2z 382 598 B31° 922
091 337 559 B10 212
0565 2as 520 188 800
045 253 480 764 88T
S8 25 a1 730 B
018 J80 A02 S B60
0310 J48 863 B8T - B45
00a 119 326 569 829
£02 i - 290 832 812
001 073 . 258 603 T4
055 29 57t 778
040 -JA94 546 JI5Y
028 166 515 g9
018 Jdi6 485 J1T

* The abore values are to be wad only for the sverage sarvics lives shown Straighe-line interpotation for orerage service lives between
" those showsn will give fnacourate reswlta.
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TABLE A-3—Confinved
JOWA TYPE S2 CURVE

REMAINING LIFE*

o For Averape Bervice Life
Jdpe 10 Fears 20 Feorz £5 Yenre 30 Years 4t} Fours 50 Tenra
0 100 20.0 250 30.0 400 50.0
LES 95 18.5 245 205 395 485
15 85 185 23.5 2.5 38.5 4835
25 .5 175 225 2i5 375 475
a5 6.6 65 215 26.5 365 485
45 5.7 155 20.5 255 355 455
5.5 5.0 348 19.5 245 345 445
6.5 43 13.6 18.6 23.5 835 435
L 37 12.8 17.6 25 825 425
- &8 32 1.9 167 .8 818 415
8.5 28 1 15.8 205 20.8 40.5
18.5. 2.4 10.3 15.0 18.8 28.6 89.6
115 20 8.5 42 1B8 287 385
125 17 89’ 134 181 LT 3786
185 14 83 12,56 17.2 288 367
1435 12 71 119 1654 259 357
155 0.8 | 2 187 251 248
185 0.7 ~ 65 106 1459 24.2 289
17.5 05 6.1 100 142 234 380
185 AT 894 i35 226 az21
185 53 8.9 129 21.8 812
203 49 84 123 210 80.4
215 45 78 11T 203 295
295, 42 T4 pi e 185 287
- 285 28 7.0 106 8.9 214
245 35 6.5 101 182 271
255 32 62 2.6 17.5.. ‘264
265 29 5.8 81 16,8 25.6
‘215 o 27 54 87 16.5 249
285 ' 24 5.1 a2 157 212
24,5, .22 48 18 151 23.5
805 19 44 74 146 208
915 .17 41 = 70 140 221
825 b B:) 3.8 6.7 188 215
33.5. ‘13 36 5.3 13.0 209
“g4Lb. 11 a3 6.0 125 20.3
» The remniniog Jife for eny A.S.Y. hetween 10 and 50 years The By varve hag been found applcable to: *
for the desired agr may be cbtained by interpolation of the TWater Works Bailers
. Msted amomnts, Tests {nve shown that this method in axfl- Telephons Aerial Coble
: ‘clently accurste for all practicn) porposes. Gag Meters
Power Transiormers
57
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Age
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1OWA TYFE S CURVE
PORTION SURVIVING *

0.5

15

25

3.5.

4.5

-

2.3

85

75

88

9.5

105

115

125

135

145

155

365

175

188

195

20.5.

215

223

2385

245

235

26.5

275

285

295

305

315

az5

335

345

35.5.

285

375

385

395

405

S e o T Averupe Becvice Lifa
W ¥art " ¥rorz £5 Feora 80 Feory §0 Feare 50 Yeara
- 1000 o100 Y 106D 1000 10001 1000
"1o00 - on000 - 1000 180G - 1.000 1000
1606 7 1000 1008 - 1000 1.000 1000
1900 1000 1000 1.000 1800 - 1000
,998 1000 1.000 * 1000 10090 . 1000
991, 1.000 1.000 1.000 1600 1.000
68 1.000 1000 7.000 1.600 1000
971 899 1000 1.000 1.000 1.000
840 597 589 1.000 1.000 1000
123 293 598 1.000 1.000 1.000
578 987 57 599 1.000 1.000
423 978 8294 898 1.000 1.000
217 860 889 887 1000 1.000
160 338 82 854 588 1000
079 04 a72 951 939 1000
031 B4 258 985 988 L
009 814. 939 278 598 899
[02 - T55 815 469 . 885 S0
688 885 558 892 488
G186 850 041 389 397
589 B0B 321 985 998
461 61 598 579 . 885
884 709 A 573 893
312 858 A40 8L 591
245 558 803 855 . 8B8
J86 581 165 943 384 -
38 46p 122 828 . 980
D96 A7 £7%- 518. . 975
064 341 .6e8 895 969
040 251 - 578 373 552
124 238 528 852 953
13 g3, 474 827 . 844
Lo 60 492 B00. .. 933
003 15 872 0 421
001 085 3923 789 508
5O 061 217 106 .Bos
42 285 &7 87
A 195 534 838
018 J60 557 B0
a1 a2 558 818
008 302 520 X857
L03 079 ABO 773

* The ahove values nre to be used only for the mverape service Iives shown. Straight-tine tnterpoluclon for average secvice Hvey between

58
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. ogLE

Ago
0.
0.5.
15
25
3.5
45

BB
6.5
7.5
8.3
9.5

105
115
325
185
145

155
165
175
185
195

205
75
995
o35
245
955
585
215
)
205

30.5.

.225
‘385
4.5

® The yemninjng e for auy A5, bebween 10 and 5O yeerz
for the dexired age usy he ohialned by interpolstion of the
listed mmovnts. Tests have shown that this method in woffi-

. wiently acenrate for &l practical porposes.

OPC-LFE-POUS000060

TABLE A-4—Continaad
1OWA TYPE Sr CURVE
REMAINING LIFE*°
. LEFTA For Average Bevvice Lije
I Yeara 20 Yoars £5 Years- 30 Yeors J0 Fears 50 Years
100 20.0 25.0 300 400 50.0
95 9.5 25 20.5 BO.5 49.5
85 18.5 235 235 3835 4R5
7.5 17.6 25 2.5 a5 475
6.5 185 215 265 865 455
56 155 205 255 955 45.5
47 4.5 185 24 B 845 445
3.9 135 i85 235 835 43.5
32 12.5 1735 225 325 425
2.7 118 16.5 215 315 0ns5
22 109 158 205 30.5 405
18 5.8 14.6 85 255 395
15 - B3I 13.7 188 285 385
18 - 831 128 17.8 215 375
1.0 T4 118 167 26,5 365
0.9 67 111 158 25.6 355
0.7 A 10.3 148 24.8 845
0.5 _ 55 95 140 23.6 83.5
" 5.0 B8 ize 227 2.8
48 8.2 124 21.8 818
49 7.4 HE a0.9 30.6
3.8 70 - 108 20.0 o257
a4 6.5 0.3 9.1 28.7
81 8.0 9.8 " 18.8 218
28 5.8 8.0 174 26.8
X 5.1 85 16.7 260
23 4B 79 159 25
% § 4.4 74 152 242
" 19 43 7.0 145 233
17 a8 65 j8.8 2256
T 15 8.5 61 131 Pk
‘18 32 57 125 20.9
il 80 b4 118 202
g8 2% 5.0 4 304
Y 25 ° 47 10.8 18.9
23 . 44 10.3 180
The E; cnrve bus been found npplicalie o2
Distribution Transformers
Telephone Station Apparatns
(Fixed Capital Tife)
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- FABLE'AS
IOWA TYPE 'S¢ CURVE

PORTION SURVIVING *
Fgr.&mgu Searvice Idfe

- Age T > pe * 10 Yesra 20 Yoord ... 25 Fewrs 30 Fears 40 Teara &0 Yeary
0.2 s .. 1006 - 1000 .ﬂI.DGO.-_-- 1000 1000 - 1000
05 S =lot 2000 . CLODO - 1000 1000 1000 - 1000
15 : 1000 . 1000 . 1000 1.000 16060 1000
a5 . »w 1000 7 LOOD 1000 000 . .1000 1080
3 i 1.000 1000 1000 - 00 - 1000 1060
45 1000 1000 1000 1.000 1,000 | 1.000
89 2 887 0 1000 1.000 1.000 1,000 1.000
8.5 278 1.000 oon. . . 1.000 1000 1.000
79— S 823 1.000 1.000 1.000 1.000 1.000
85 _. 801 1.000 1.000 1.000 1.000 1.000
85 510 L] 1000 1.000 1.000 1.000
105 880 988 1000 1000 - 1000 1.000
115 1592 994 1000 1.000 1.000 1.000
125 - 077 886 . 889 1.000 1000 1.000
135 021 810 897 1.800 1.000 1.000
145 003 543 894 298 , 1.000 1.000
5.5 Sop - 987 998 1000 . 100D
16.5 : . 8% 976 997 . LooD . 1000
175 . * 59 958 593 1.000 1.000
185 . : 683 982 888 1000 1.000
9.3 d 556 R4 879 899 1.000
20.5_. Add B4 967 599 1.000
Fa - 837 785 948 897 1000
22,5 241 718 923 885 1.000
238 a8 532 B91 893 598
2L5 06 545 B30 889 099
95,3 . ; 05T 455 801 583 899
285 030 368 AE 475 D98
7D nis Dat 680 965 097
285 005 215 610 S5 995
25 D03 A54 58T 932 292
80.5 ool 106 AB3 g12 Seg
s, 068 350 886 985
825 . . 042 <20 86 479
‘835 021 256 820 972
843 . 013 il JIBL 963
355 : 008 350 738 352
365 — : 003, 209 588 928
815 : ; Dot 077 637 923
385 059 583 H05
385 ) 033 523 B53
40.5 021 472 858

* The abore values are to be nsed only for the average serviee Iives sbown. Sttaight-dlue Interpokacion for average pezvice lves between
thosa ghown will give insconrate resnits,
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TABE A-5—Conffrared
JOWA TYPE 5¢ CURVE

REMAINING LIFE *
. For Averoge Bervice Iije

Agv 10 Years £0 Yeara 85 Yeorn 30 Years 40 Xears 50 Years
0 . 10.0 200 250 300 400 50.0
05 88 185 245 295 895 4956

L5 85 18.5 23.5 285 83 485

25 75 175 28 7.5 378 iT5
2.5 6.5 165 25 265 368 465
45 55 156 205 255 355 455
83 4.5 145 195 24.5 8.5 445
6.5 8.6 185 185 235 835 435
75 2B 125 175 25 325 A25
&5 21 s 165 215 915 15
a5 : 16 185 185 205 0.5 £05
105 » 13 5.5 145 i35 28.5 805
115 10 s 135 185 28.6 285
19652 0.8 7.6 125 175 275 815
i85 08 6.7 118 165 28.5 885
145__ - 05 5.8 106 15.5 255 8535
155 : 52 9.6 145 245 45
165 4.5 8.7 135 285 . 33.5
115 s 39 748 326 2.5 w28
18.5. 84 71 nr pLa a15
15 3.0 64 . Ins 29%s - 805
20.5 2.6 5.7 ; 8.9 19.5 25.5
215 2% 5.1 T 8% 188 285
995 2.0 46 &3 17.8 21.5
235 18 £3 7.8 . 1686 26.5
%45 p I 3.7 (3] 157 255
255 14 83 63 14.8 - 245
o265 ° 12 30 - a8 188 236
275 . 11 7 653 18.0 228
28.5 1.0 24 48 122 418
285 . 10 29 . &4 115 20,7
30.5 05 20 40 0.7 197
215 18 3.7 10.0 188
898 16 84 83 178
. 898 15 s 8.4 173
845 ) b B 28 . 8.1 162

"JIntmuni:ﬁn;;H{eioran}-A.Smemuﬁsofmﬂ
for the desired ope be shtrined by interpolstion of the
Heted smoumnts, Teste have shown thnt this method in suffi-
ciently zecpyate for all pravtical pnrposes.

Cha S, etrve hox been fonnd applicabic to3
Electric Meters

61
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. 295

Ape

- 05

15

25

a5

45

83

6.3

15

B.3.

95

105

115

1235

185,

145

185

18,8

17.5.

185,

185

205

2i5

225

235

245

235

28.5.

275

285

305

3L5

aa8s

335, ..

345

85.5

36.5

875

385

39.5

40.5

© 51 TABEEA-S -
TOWA TYPE Sz’ CURVE
PORIION SURVIVING *
- kS For Averags Service Life

10 Yéare . -20¥eara  ---85 Foors 80 Yoary 40 Yeary - BG Yeary
- £.000 . 5000 - 1000 1.000. -- - 1000 - 1.000.
T1.000 100G 1000 . 1000.. - . 1000 - 1.000
~1.000 1.000 1000 1.000 1.000 1.000
1.00¢ 1000 1.000 1.000 1000 1.000 .
1.000 + 1000 - 1000 1.000 1500 1.000
1.000 1.900 1.000 1.000 1000 1.000
1.000 1000 1.000 1.000 1.000 1.000
] 1000 1.000 1.000 1000 1.000
984 1.000 - 1000 . 1.000 1.000 1.000
896 1000 1000 1.000 1.000 1.000
.5582 1.000 1.000 1,000 1.000 1.000
338 1.000 1000 1.000 1,000 1.000
302 1.000 1.060 1000 1.000 1000
016 1.000 1.000 1500 1.000 1000
001 998 1000 1.000 1000 1.000
h91 1.000 1000 1.000 1.000
a7 1.000 1000 1.000 1.000
B30 999 1.000 . 1000 1.000
858 595 . 1.000 1.000 1.000
~ 78% 887 10080 1000 1.000
S5z 068 859 1.000 1.000
418 938 897 1.800 1.000
968 .B80 593 1.000 ~ 1000
347 798 984 1,000 3.000
00 £92 887 3.000 1.000
098 586 933 1.000 1.000

£0g A3 896 999 1.000 -

002 308 | 888 98 1000 |
ap2 Y 897 1.000
a20 882 .508 1.000
064 520 528 1.000
Ha1 A4S 979 1000
13 238 i 899
005 243 943 939
Q001 J84 914 988
Jd04 316 986
061 827 994
£33 J68 090
016 699 .14
Q07 523 T3
003 G4 D68
001 459 516

* The above ¥alues ars to be wsed only for the average service lives shown, Straighz-line interpointlon For arerage service lives boetweslt

&2

those shown will give Incconrate resmlis.
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TABLE A-6—-Continued

IOWA TYPE S: CURVE

REMAINING LIFE*

For Advevape Service Lifo

l X0 Yeurs 20 Yeurs 25 Yevrs &) ¥eara 46 ¥eare &0 ¥enra
0 = 100 200 250 30.0 40.0 . 50.0
0.5 o5 185 245 205 295 405
. 15 85 185 245 285 38.5 4B5
; 25 75 175 225 27.6 375 47,5
- 85 6.5 36.5 215 26.5 88.5 465
4.5 8.5 i55 205 255 5.5 485
' a5 4.5 45 185 245 85 445
6.5 85 135 185 235 83.5 445
75 25 125 175 2325 a2.5 425
85 1B s 165 215 815 415
85 <12 105 15.5 205 305 405
165 08 a5 145 1256 205 295
116 07 85 135 i85 285 1157
125 0.6 75 125 175 25 875
135 0.5 6.5 115 i85 28.5 36.5
126 5.6 108 155 255 355
: 155 .4.7_ 85 145 245 845
165 ‘88 84 185 285 -83.5
175 31 75 125 25 ‘325
185 28 8.6 ns 215 815
185 231 53 105 20.5 805 .
20.5 17 - 49 8.5 185 295
215 15 42 86 185 285
226 12 3.6 7.8 1756 - 2.5
235 11 30 g8 165 265
245 0.5 26 8.0 165 25.5
95,5 07 22 52 145 216
285 0.5 13 4.6 135 235
275 17 40 125 225
285, 5 85 116- 216
20.5 13 1] 106 205
805 11 - 27 8.7 185
315 10 24 &8 185
. 325 0.7 21 81 115
884 05 i3 73 656
B4.5 . 17 6.6 15.6
* The remaining Hfe for any AKL. hetweer 10 and 50 years "he Bs curve has been found apphicahle to}
for ke degired 2pe way be ohtaioed by interpolation of the Ofies Equipment
liged nmounts. 'Tests bove chown that this method Is mufi-
fentl te for all preetieal purposes.,
43
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©T 7 TABLE AT
' JOWA TYPE S¢ CURVE

PORTION SURYIVING *
For Average Bervien Fife

-
o % oB

Age "t o tiees Y0 Youra' - - Elr¥eers - - 85 Yeorx 30 Yeurz 40Temrs - §0Xears
0. S : - 1000 ¢ 1.000 in0e - - -3600 0 1000 1000
05 1000 - 3000 °  LoeD 1.000 1.000 1.000
13 . . loje - 1000 1060 1.000 1.000 1.600
L .- 1.000 1006 1.000 1.000 1.000 1000
35 : : 1000 - 1.000 1.000 Lo00 1.000 1,000
45 i 1000 1.000 1000 1600 1.000 1.000
8.8 1.000 1.000 1.000 1.000 1.000 1.000
8.8 i - 1.00c 1000 - 1.000 1.000 1.000 1.000
15 1,000 1.000 1000 1.000 1.600 1000
B5. 77 1000 1000 1.000 1.000 1.000
a5 ash 1.000 1.000 1.000 1000 1.000
105 255 1.000 1.000 1.000 1000 1.000
115 023 1.000 1.000 1.000 1.000 1000
125 1.000 1.000 1.000 1.000 1.000
12.6 1.000 1.000 1000 1.000 1000
145 1.000 1.000 1000 1.000 1.000
155 : - ’ 899 Lboa 1.000 - 1000 1.600
185 s v 980 1.000 1000 1000 ° 1o
118 - 931 1.000 1.000 1.000 . 1.000
18.5 539 1,000 1.000 1.000 1600
19.5: : ; 529 988 1.000 - 1.000 1.000
205 S71 983 1000 1.000 1060
1.5 381 06¢ 1.000 1.000 1.000
05 - 049 807 1.000 1.000 1006

235 010 J88 898 1.000 1000
945 001 £04 893 1.000 1000
- 853 396 917 3.000 1.000
263 . : 14 438 1.000 1000
215 093 584 1.000 1000
e85 . 081 J45 1.000 1.000
09 5 . 08 ST 1.000 1.000
30.5 Jo1 A13 999 1.000
s 255 ] 1.000
9.5 3 136 093 1.000
235 08, 985 1.000
843 . 023 366 1.000
855 - : : 00T 532 1.000
865 . 002 L6 1.600
875 J195 1.000
885 i ’ : B89 999
39.5 : 563 90%
405 435 995

& The ahore values are to be nsed only f(or tha average gervice lives shown. Straight-fioe Interpolation for average service Hres beteetn
those ahpwn will give inaecrate results.
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TABLE A.7—Cosntinved
IOWA TYPE 5 CURVE

REMAINING LIFE *

For Averape Bervice Life

Ags 10 Yeors 20 Poars 25 Feara 0¥ 40 Yeore 50 Yenry
"0 30.0 200 250 300 40.0 500

6.5 . 9.5 9.5 245 295 895 405

15 8.5 185 235 285 285 48.5

25 7.5 175 25 215 375 475

a5 6.9 16.5 2.5 265 86.5 485

A5 ] 155 205 95h 8585 455

85 45 145 13.5 246 345 445

&5 85 1856 185 23.5 335 435

74 25 125 176 25 325 425

85 15 s 185 215 315 415

9.5 08 ins 155 . 205 805 405
105 0.6 8.5 145 18.6 . 295 89.8
115 05 &5 135 18.6 285 385
19.5 %5 125 1758 215 875
138 6.5 13 165 265 36.5
145 5.5 108 15835 255 8b.5
155 45 1.3 146 26 345
6.6 .85 B85 8.5 23.6 835
175 29 5 126 205 228
185 2.0 €5 15 215 a5
185 14 55 105 205 805
20.5. 11 45 9.5 B5 295
21.5 08 36 &5 185 - 285
225 07 29° 15 11.5 27.5
99§ 06 2.2 65 165 285
245 05 17 E5 158 255
25.5 14 486 145 245
265 11 38 136 236
975 09 31 125 208
208 0.8 23 ILB 215
24.5 0.6 2.0 856 205
30.5 0.5 p¥4 0.5 19.5
a16. 14 RS 185
8925 12 7.8 - 175
885 1o 6.6 i85
845 0.9 R 15.5

* The remaining e for any A-ST. betwesn 10 and 50 yeam The 8, curva hes been found spplcahle go
terpoletion Matar Vebicles and Waork ent
for the desized agn sua7 b oh e e os 1 sufte Large Gaz Trassmission AL
clently eerarate for 2f1 practicsl purposes,
&5

L i
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[_ o TAELE A-8
"JOWA TYPE R: CURVE

PORTION SURYIVENG *

‘ - . For Average Servisy Life
i‘- o L dge .-..-.IUYenri ..sa‘.!'qtn,r . % Years 30 Years 40 Xears  §0 Yeors
i - 0. - 1000 ... 1000 & 1000 gt 1000 . 1000
5 c 05 . H87 . 993 495 896 997 397
(- LS — 85T . ss0 - 98 987 990 532
i 25...- : 425 T T - S | B8 987
3.5 . 888 950 861 568 878 881
4.3 A48 933 048 K: 1) © 563 875
55 - . 804 816 935 547 961 970
8.5 54 588 f:bal 938 951 981
7.5 - £97 BT . 907 825 848 v 55T
8.3 £34 859 892 918 987 951
! 8.5 565 538 BTT 901 . 229 85
105 491 815 861 Bag 920 938
L5 L14 82 1844 873 911 931
125 - 338 67 827 262 902 925
13,5 260 740 508 848 593 318
45— _ 188 12 769 B34 884 m
15.5...... ~oass 682 789 819 - 874 203
165 i < g4 - 851 . M8 804 881 898
175 - : 038 518 J26 . .T88 £54 858
185 2 013 583 703 g7l 848 851
19.5 : 062 541 78 i 832 £73
20.5 510 854 735 521 865
215 ) AT2 828 ol E10 857
225, 434 601 687 798 B48
23.5 295 £78 671 788 540
245 335 54 556 Ky S~ W
0 255 817 514 . 634 60 822
. 26.5 - 278 483 £18 K2 B
2.5 241 A53 .89 533 804
‘ 283 205 o 565 719 94
! 205 ar 891 541 q05 - 8L
* 90.5 - 240 359 517 .680 T4
i 81s J31- a8 - 481 ) el
f 325 - 058 297 466 639 . a5
- 335 063 287 410 £13 543
315 nae . 288 AlE 626 0
855 — - 029 209 388 609 720
88,5 i 017 . 282 362 582 709
87.5 008 156 336 57 £97
835 004 a3l 810 556 (BE5
39.5 001 109 255 538 578
40.5 Lae D28 250 520 660

* ‘T'hg nbove valnes are to be vsed onlr for the armge mervice lives shown, Strafzhe-line interpolacion for average service lives ber=een
thoge showt Wl give maccucnte yemls,

PRSP _———— ——
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TABLE A-B8—Centinund

I“ IOWA TYPE Ra CURVE
REMAINING LIFE*
.. For dverape Burvice Life
i Aze . 0 Yerrs 20 Feare £5 Yeors 20 Ferra T — 38 Vears
0 = 1.0 200 250 0.0 400 500
0.5 9.6 1986 246 246 89.6 496
r 2. - 89 189 289 28.9 EEL] 489
i 25 B.2. 182 ne 282 382 4581
35 L 115 924 294 /74 474
4.5 69 158 217 8.7 26,7 467
a.5 82 151 2190 %0 b1:4 1] L46.0
&5 5.8 154 o204 %s 853 453
5. 50 147 187 248 348 4.5
85 44 140 19.0 239 339 | 433
95 39 184 18.3 239 332 431
a5 34 327 176 226 325 424
11s 30 121 7.0 29 - 318 418
195 26 115 163 212 i1 4.0
135 292 10.9 5.7 1K 80.4 403
145 18 102 L0 pLX:) 207 398
155 : 15 9.7 144 198 g3y 39.0
165 12 < 81 188 186 284 383
115 — 09 8.6 i3g ige . 21 T %16
185 0.7 81 12,8 iTse - 27.1 369
18k 0.5 7.6 121 16.7 264 ' 863
205, 131 115 182 258 856
215 66 pu ¢} 156 253 . 843
205 62 304 50 245 848
23.5 57 8.9 344 238 836
245 . B3 94 138 . 23.3 830
255 . £9 B3 133 ”T 823
8.5 45 85 128 22.0 3.7
21.8 . 42 B 123 pa ] 310
28.6 « 388 7.6 - 118 209 304
2.5 84 7a 13 2038 208
8.5 81 €7 0. 197 292
s 2.8 63 ins 191 288
T 225 . . 24 59 . 0.8 188 279
3.5 2.2 5.5 94 180 213
343 o 19 A1 89 178 28,7
 The remefcing e for any ASX. between 10 and 50 yurn The B: curve has been found applienbls to:
for the desfred age may be oluained by Interpolution of the Telephone Central Ofice Equipmemnt
Heted amonnty, Tets iave shown that thiz method is suff- Pelephone Submarine Cobils
elenlly sccnrate fer all proctien} purposes. Teirphone Tadexpronnd Cable
Electric Meters
Bydmnlic Parnpn
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TABLE A-9
- IOWA: TYFE Rz CURVE

PORTION SURVIVING *

Fer dverage Service Life

Age . - 24 Facra 80 Yeary £5 Yeara 38 Feary 40 Feory 50 Tears
R | S , ~1000 . XL T %000 1.000 1000 .. 1000
05— — — - .895 . 898 ., 308 J8998 839 599
i B i . 882 92 994 555 596 897
25 w864 .- 93 589 £91 494 935
85— .. 84 878 ] 987 s91 - 583
4.5 . S 969 877 baa Jbg7 050
53 570 958 &70 i 984 .988
6.5 : 520 947 262 471 880 - 985
7.5 . _ 57 . 858 964 376 o83
85__° 581 918 348 957 E:vp] 879
9.5 580 810 g32 949 867 575
10.5. ABS a1 20 S 962 o7
I8, : 378 B59 906 931 258 968
125 278 B8d 891 521 950 964
13.5 J78 305 875 510 g44 980
145 Ja3 Je 156 A9g 837 958
15.5 D50 139 836 885 830 331
16.8 irk 701 A14 870 222 546
17.5 003 - 659 . 78T £55 913 B41
185 : ; £14 64 T 838 305 435
19.5 : 566 88 - B0 598 &
20.5 : - 514 05 800 BE6 523
214 m 461 f2 8 878 517
295 : 407 687 J5T 863 510
235 852 600 a3 853 208
24.5 209 561 q08 B40 585
255 247 520 681 827 867
26.5 200 457 £53 513 K 11:)
275 _ : A5T 434 629 198 370
285 J19 390 580 82 961
295 287 247 557 766 851
30.5 061 304 523 48 841
BLS 040 262 488 180 881
25 _ ] 024 223" 452 C g1 £20
88.5. : o2 aB7 418 9L 208
3435 . 003 158 - & 670 ° 196
355 001 g8 843 b48 84
B6.5 . 096 307 f26 g7
375 o S . 278 502 J57
38.5 : ) 034 289 578 i3
295 : N : . 038 208 553 r:]
40.5_ 025 178 527 713

* The zbove vulues are to by waed only for the average service lives shown. Stmighe-ling Interpolation for avesage service lives between
those shown will rive innceorate resnits,
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TABLE A-9—Continued
IOWA TYPE Rs CURVE

REMAINING LIFE™

. For Avcroge Bercice Tife )
Ape 10 Yeora 20 Yesra 2% Frort 50 Feory 40 Yoars 50 Years
0. 100 200 250 300 40.0 50.0
0.5 86 185 o245 298 205 498
15 87 187 236 2586 287 458
25 _ 7.8 178 22.8 278 317 47,1
35__- 7.0 163 219 269 26.8 468
45 62 352 210 26.0 360 46.0
53 55 152 20.2 251 351 451
6.5 4B 344 193 243 342 4459
7.8 41 136 185 235 834 483
8.5 8.6 128 177 296 2.4 425
8.5 30 121 169 218 917 416
165 o6 113 161" . 210 30.8 408
ILb pal 106 164 202 30.0 80.9
125 1.8 88 .’ 46 184 289 891
185 15 52 %8 89 284 28.3
14.5 12 88 132 179 216 874
155 09 80 125 7.8 268 36,8
185 01 74 1LE 16.4 26.0 35.8
175 0.5 * 68 111 187 253 85.0
185 63 105 150 245 832
195 : 538 29 124 23.8 314
20.5 : 6.3 93 13 25.0 828
21.5 - 48 87 181 22.8 819
99 = 44 82 124 216 811
23.5 - 41 77 1.8 209 30.3
24.5 37 72 2 202 29.6
255 5.4 £7 e 195 989
265 8.0 62 101 188 981
215 P 58 05 183 274
28.5 24 b4 20 135 26.7
585 t 93 50 B8a 168 26.0
305 i8 47 81 1838 253
L5 16 43 7.8 56 945
325 i3 490 7.2 i51 23.9
3.6 1.0 89 68 125 233
348 0.7 84 g4 '13.9 98
remslaing % A8, tebwen R4 curve has been found applicehle to:
for the desirtﬂh{:g?r m.rn,be obtained by mﬁ;ﬁfa& of the m’&'.m Tyamgmiesicn Maing
Tisted amommts, Tests have shown that this method is smfh- Watey D!mibntlonl&im
clently acetrate for a1l practicn] purpones. ‘Water Services

&9
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el - TABE Ay -
IOWA TYPE Ra CURVE

FORTION SURYVIVING *
4 For Averagy Service Lifs

. dps " o 0FemT . B Yewrs | 86 Yewrx 80 ¥ears d0¥earr T 50 Tears
PR S - w1060 - :: 1000 AT 1600 1.000 - Lo90-- - 1000
I ¥ P . e - 889 1000 - 1000 1000 - 1800 1000

15 898 . .98 958 . 598 999 Jhag

25 _ 589 897 298 898 <938 539

35 s 8T8 594 396 97 998 499

438 838 0 s oud 996 997 988

55... 528 287 992 -B94 996 897

6.5 : 884 o83, 288 . g2 895 997

Tl S S | 984 289 994 195

i ~ 733 064 278 986 992 295
8.5 616 952 973 982 930 894
105 2 473 987 965 378 988 902
115 20 a19 886 97 586 891
15 Jee .88 45 966 983 963
13.5 . 086 ABT0 532 938 579 87
145 030 839 817 848 | 576 985
1556 B 801 £99 940 K1y 983
165 : . 758 B78 823 966 880
375 g0t 853 915 .88l 578
A8F_ - K 548 528 200 553 974
15 . - i 583 g9 884 548 o731,
205 i 511 7762 885 T4 957
a5 IR el AS3 So3 S4d . 833 963
2.5 338 678 > 1 523 958
23.5 i 283 523 194 213 053
215, ‘ 215 578 N 002 945
25.5 - I8 515 233 . 880 . gao
26.5 : . Jos 458 897 871 92
275 _ . 088 296 609 543 528
28.5 . 041 335 516 BAT 891
285 021, 276 T ATL B20 512
305 . 109 ik £23 81 504
815 . i 178 4T3 191 894
2s._ ., 99 o] 768 B84
385 . 094 370 148 £i3
345 085 320 720 .86l
3535 - baa K. £ 593 548
865 J2s 0 m5 £64 - 535
5. 015 A8 633 B21
88.5 807 J46 6800 RIS
84.5 003 114 565 JE8
405 a1 . 086 550 Sl

i eluan are to be nsed only for the aremaie sarvice lives chnon. Seraighrding lncezpolacion for average service lves brween
thase ghaws will give Inaceurate results.
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® The remaining Bfe for any A.85.2. between 10 and B0 years
for the desired age mey be obinined of
Nsted xmonmnts, Testz have thown timt thie method ia gufi-
clently acenrate forall practicnl purposes.

TABLE A-10-Confinued
IOWA TYPE Rs: CURVE

REMAINING LIFE*

For dverope Bervice Life
30 ¥Years 20 Fears 25 Yoara 20 Years J& Yeore 50 Years
10.0 200 25.0 80.0 40.0 500
85 185 24.5 205 385 485
8.5 185 235 285 385 486
16 17.6 25 b1 374 47,6
6.7 16.6 21.6 25.6 86.6 46.6
6.8 5.7 20.6 25,6 5.6 45.8
50 147 19,7 4.7 346 446
42 158 18,8 29 337 436
8.8 128 17.8 2.8 827 - 487
28 120 158 718 a18 4.7
23 112 150 209 308 408
18 *-103 6.1 200 289 o349
15 B35 143 el 280 389
12 88 134 133 2E1 380
09 80 2.6 174 - 212 37.0
o7 73 ns i85 262 b
L3 6.6 1l 15.7 254 352
- 8.0 103 349 245 843
54 9.8 Claa 238 . 384
48 89 : 188 228 85
43 82 126 - Rg 1.6
8.8 75 1ias 1 - 8307
34 £3 nl 208 280
30 6.2 104 195 2.0
27 5.8 o8 187 282
24 52 9.1 179 27.8
21 48  B5 172 2.5
18 44 . 78 164 25.7
i6 40 i3 157 245
12 T 6.8 14.8 240
11 33 - 63 42 238
0.8 a0 5.8 136 225
05 27 54 129 2L.7
25 5.0 i23 210
23 - 48 1.8 202
20 43 10 19.5
e R, ueve has been fornd =ppHeable toz
the Distrihntion Trnsforners
Electric Metera
Electric Poles and Fixtures
Distritution Substotion Boildings
STater Meters
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* IOWA TYPE'Ri 'CURVE

FORTION SUEVIVING =
. e  For Averays Servioe Life )
- dge ©. 0¥eure | M ¥emrs 25 Yeam _ 34 Xetra 40¥cors #0 Years

1.0 o 1000 7 1000 T 1.000 1000 1.000 1.000
0.5, —— 1,000 " 1000 1.000 1.000° 1000 1.000
- 18 1000 1000 . 1000 1000 Lo0¢ 1.000
23 998 " 1.000 1.000 1400 1.000 1000
85 995 559 1.000 1.000 1.000 1000
45 987 999 599 1000 1.000 1.000
85 870 998 993 094 1.000 1.000
65 837 928 5o 599 1000 1.000
TE ~ 878 084 397 599 599 1.000
a5 186 930 Ssg g} 938 959
85 £48 84 894 97 899 999
105 448 476 K 995 998 999
115 240 S6¢ 588 593 938 999
125 008 47 880 591 A7 259
185 020 824 573 ‘887 56 598
145 Coam 895 982 083 985 998
15.5 .558 548 77 003 597
18.5 812 5o 970 591 286
113 Jr56 g11 961, 889 895
185 £88 885 - hEb 986 594
19.5_ 503 g54 S87 952 803
20.5 502 811 820 978 591
215 .393 J74 801 973 990
225 288 24 878 967 987
285 Jda9g 664 851 560 885

245 a2z 598 ] 452 g2 .
255 2058 512 788 812 278
265 a2 426 748 Sa1 - 975
275 mne .340 JoL 18 - 870
285 il 25 . B48 503 955
265 Js8 587 587 859
805 25 518 868 853
815 ez 448 B4 245
225 048 875 i 987
835 095 505 299 527
845 D10 240 T 916
855 o3 as2 41 08
885 138 - 07 B32
35 083 568 878
a8.5 D61 525 562
a9.5 087 578 545
405 020 528 B27

* The ahors volues are to be nzed only for the average service lives shown, Stralghe-line interpataclon for s'ren.z: servive lives berween

thoss shawe wiil give inaccorzate rerdlis,
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YABLE A-i1—Continved
IOWA TYFE R« CURVE

REMAINING LIFE™*

For Averuge Borvice Inije
Agz . 10 Feans 20 Fexrs S Years 3 Foars §0 Years 50 ¥eors
¢ 100 20.0 25.0 80.0 400 50.0
65 . 85§ 2205 245 205 395 435
15 : 8.5 185 235 2.5 3B35 485
5. 75 18 2,25 25 s 475
35 65 155 21.5 26.5 36.5 465
45 : b.6 155 205 255 855 455
5.5 ; 47 145 195 M % 345 45
64 5.8 13.6 i85 2.5 335 ‘&35
75 a0 12.6 17.8 il 3256 425
8.5 2.3 11.6 16.8 2.5 315 415
9.5 17 - 107 15.6 0.8 30.5 40.5
10.5 1.3 88 147 186 208 305
IL5. 190 8.9 139 B8 286 885
125 07 8.1 128 - 11T 278 7.5
185 - 08 12 11.9 168 26.6 56.6
145 0.5 8.5 1.0 16.8 256 358
155 il § 0.2 149 247 348
i85 5.0 3 140 3.7 837
17.5 43 85 181 228 829
18.5 3.7 7.8 F 123 219 i
19.5 32 72 * 115 210 30.7
205 27 63 0.7 20.0 ‘298
a5, 23 i 99 1o 8.8
22.5. 20 50 81 182 279
285 17 44 84 174 21.0
245 14 89, 17 165 281
255 12 34 7.0 15.7 251
285 10 30 £.9 NTA: 242
215 0.8 a7 5.1 143 284
285 0.5 24 51 133 225
29.5. 21 46 125 ZL6
305 isg 49 ilg 20.8
by I3 15 a8 113 19.9
825 13 34 104 181
33.6 10 31 9.7 183
34.5 08 2.7 20 17.5
® The remeining Jife for any AST. betwesn 10 and 50 yenrs The B, corve baa been {nond spplienkie to:
for the desired npe may be obtained by Interpolsticn of the Telephone Loadlng Colls
listed smoupts. Tests have shown that this method Is Electein Poles
ciently aecurnte for all practieal purposes. Bleetric Meters
THetribtion Lravslormers
Gax Meters
Elertrle O. E. Condrctors
73
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Age

05

15

2.5

3.5

45

55

6.5

7.5

25

9.5

108

125

ihE

145

15,5

185 -

17.5

185

18.5

208

216

225

23.5

246

25.5

265

275

28,5

2O8

. 305

815

82.5

335

34.5

855

36.5.

3135

365

304

405

. TABLE A12

IOWA TYPE Rs CURVE
PORTION SURVIVING *

el 1000 L 1000

For Average Servive Lije

0 Yeara , 20 Fears e 38 Yoar 90 Yeary 49 Tegra .58 Yearz
-+ 1.000 1.000 1000 1.000
© 1000 igoo - ¢ 1.06{5 ’ 1.000 1.00Q 1.000
1000 . 1000 1.000 1.000 1800 l.000
. Looo <. 000 1.000 1.000 1900 1.000
1000 1.000 10080 Lopo 1.000 1.000
1000 1.000 1000 1.0c0 . 1.000 1.000
".088 1.000 1,000 1000 1.000 1.000
988 1.800 1.000 1.000 1.000 1.000
854 1.000 1000 1860 1.000 1000
866 1.000 1.080 1.000 1.000 1.900
BT5 1.000 1.000 1.000 1.000 1.000
A83 299 L0 1.080 1500 1.900
Ja21 047 1,000 1000 1.000 1.900
J0ig 092 1.000 1060 1000 3.000
: 983 898 1.000 1.000 1.000
966 987 1.000 1.000 1.000
289 - 983 899 1000 1.000
PR 988 298 1000 - 1000
429 973 996 1000 |, 1.000
7134 859 853 1.000 T 1000
508 535 £33 1.000 1.000
460 S01 980 089 1,000
S0T Be2 969 899 1.000
J7¢ 185 854 458 1.000
050 699 533 984 1000

£29 594 S04 S91 1000 -
0ng A76 866 . 580 939

001 352 £1B 588 089 °
238 a2 979 9498
J4, BT 871 897
o073 B85 60 S26
Laz 486 ko S84
012 383 530 . 9%
003 248 808 - E: 5]
' Bt 881 f:1:2
k) 848 S73
0468 808 972
L35 781 261
016 03 551
Q0a £542 S42
001 78 828
498 510

* The above values ars to he waed only for the svervgs secvics Ures shawn. Strafighe-line interpoletion for averaze serviee Hres berween

74

will give innccoate resules,
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TARLE A-12-Continued
JOWA TYPE Rs CURVE

REMAINING LIFE *
For Averepe Eervice Lifc
Ag0 10 ¥ears 2 ¥Years 25 Years 30 ¥Feurs 40 Yeavs &0 Fears
0 10.0 20.0 250 3c.0 £0.0 50.0
0.5. 85 -18.5 245 285 33.5 495
15 85 185 285 285 385 485
a5 5 175 22.5 275 3756 475
3.5 6.4 18,43 - 215 265 38.5 465
4.5 6.5 155 20,6 255 85 455
8.5 4.5 145 185 245 245 445
6.5 86 135 185 235 385 435
7.5 29 125 175 25 225 45
8.5 2 19 b 16.5 215 a5 415
9.5 i3 05 155 205 805 40,5
105 09 a5 145 9.5 0.5 88,5
15 ‘ 0.6 85 135 A80 285 a8.5
125 T 0b 7.6 125 % 2756 3715
s i 66 115 155 265 86.5
145 B 10.5 155 255 as5.5
155 49 9.6 L8 245 845
165 -41 8.6 18.5 235 83.5
11.5- 34 1.7 126 225 a5
188 - 28 6.9 e 1 5 315
18.5 28 60 0.6 20.5 80.5
20.5. ig 52 9.7 185 285
215 + 1B 45 8.8 "1RE 285
295 12 88 8.0 176 215
235 10 32 7.1 1656 265
245 0.8 a7 6.3 156 255
255 0.5 © 23 5.8 147 245
2656 05 19 49 187 23.5
21.5 16 43 128 225
285 - C14 8.7 18 26
29.5. 12 32 113 20.6
B0.5, 10 23 3032 196
aiE 0.8 24 94 187
825 0.5 21 8.6 1.7
385 18 78 168
8LE 15 71, 15.3
= The 7 ‘Hi rerre hes beae found applicabls tos
TRl ASE Mee ey Pphpmamee e
Yisted amomis, Testy huve shown that this s gufii-
ciently sorurate for all practien]l porposes.

OPC-LFE-POUS000076
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PRI “TABLE A3
~ IOWA TYPE Lo CURVE

PORTION SURVIVING *

For Average Service Lije

Age . . . " W ¥eors-- B0 Yeary - 45 Pumrz 30 Tears 40 ¥eors . 59 Yeors
| o S LOO0 L L000 Y1000 - - 11000 1dog ° 1000
0.5z i : 489 996 R T 2 288 999
1.6 949 a81 Bas 289 933 Ss94
25 898 960 g1 877 885 . 880
35 . : © B0 887 54 g 78 089
45. - 7 811 835 529 868 975
55 Jis 884 S14 983 855 967
6.5 654 .B55 292 918 943 . 9sm
7.5 . . S8 895 Bud 458 881 049
8.5 543 194 848 £79 18 840
85 478 763 B22 880 505 950
105 . o4m . 432 et 880 891 g18
115 g8 (] a7 520 £77 909
125 281 870 4T S 852 293
135 376 639 J29 J79 847 88T
45 234 608 599 58 B3z 875
155 e ST 578 A78 v 817 861
185, - 8% 548 548 16 - B0z 852
175 : I3 - 519 623 595 86 .840
185 . o a6s ¢ 4% )] 75 g 528
185 D87 482 s S 755 B16
C20.5_, o .. .068 431 551 ) 40 A08
215 : 053 £08 528 618 24 S
225, 040 382 504 599 508 Nii]
85 080 857 482 573 £83 756

245 022 332 459 553 877 Bert I
255 .0ig 309 487 533 562 J4
26.5 . a11 236 £18 514 B8 129
215, e SOOT 255 JBes 493 631 Ji16
285 Q05 244 a1 476 E18 i 13
29.5 Log 295 854 A5T &0 691
805 - 002 208 " 838 439 585 678
815 n Qo1 189 A18 421 ] £68
325 L1 a7z 908 203 556 B34
385 ' 158 280 385 543 T
845 ' J42 283 369 526 8%
855 . .128 248 T .35 S12 817
88.5 Jis. - 291 . 836 497 605
875 143 ms 823 A3 593
285 092 201 303 469 5851
a9.5 D82 iy 290 455 569
405 073 A74 LA A5 557

* The ebove valuss are ta be uced ooly for the arerace service fives shown. Straight-line Incerpolution for averdpe service liven betmeen
thoee shows will pive foncowrare resuita. .
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¢ For Averope Bervice Iife
Aze 10 Foara RO Yeara 25 Yoara 20 Yiars 46 Yeorz 50 Yenrg
0 100 200 26.0 800 404 50.0
035 86 18.8 246 296 - 89.6 455
15 8.0 185 23.8 288 388 48.5
25 85 183 o212 289 881 480
35 - 848 177 226 215 aT4 474
45 9.6 17.2 21 2.0 86.8 459
535 72 167 . 216 26.4 82 48.1
6.5, 69 163 2t 29 857 455
14 €5 15.8 0.6 254 351 445
85 6.2 5.4 20.8 25.0 346 444
9.4 539 150 199 245 341 438
105 5.6 147 19.3 243 33.6 434
1is5_ 5.3 143 130 23.6 832 498
125 5.1 159 186 23.2 827 494
185 4B 138 182 228 324 419
145 44 182 17.8 924 838 414
155 43 1239 174 221 815 4190
165 41 LA2.6 173 a7 310 40.5
175 25 122 188 213 20.7 401
i85 87 119 i6.4 28 20.3 38.7
183 a5 s 181 20.6 20.9 89.3
20.5 a3 114 158 20.3 285 88.9
5. 8.1 1o 154 199 293 B85
225 30 10.8 151 188 288 381
285 28 185 148 1838 284 81
245 26 h{ch:] 1456 188 28.0 373
25.5 24 100 142 188 217 869 .
285 22 ay 139 i83 213 365
215 2 8.5 186 180 210 36.2
o985 19 82 134 B ] 286 258
295 i8 2.0 151 174 263 3656
805 1.5 8.7 2.8 171 280 851
s 15 g5 126 168 25.8 847
325 .5 83 123 165 253 344
83h 83 12.0 182 25.0 340
4.5 18 18 8.0 247 "83.6
* e vemaiving Yife for any AE.L. betvresn 10 2nd 8 years nehmhubmiomﬂamnaﬂ:b.
istribotion Traosfonmers
{g‘le?:m ﬂ’l'gzsgnga: m that thic method hdsntgf '.f.‘el:ph'me PBX Equipmeat
dlently acturatne for all practical purposen

" TABIE A-13-~Continued
IOWA, TYPE Lo CURVE

REMAINING LIFE*
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.7 TABLE &4
IOWA TYPE Lv CURVE

PORTION SURVIVING *

- . Far Acerage Service Life
L. dge e A0 Fédra . $0¥esrs  --35 Viars 80 Fears J0Tearx - 50 ¥mra
-0 ' o LOG0 ... 2000 - 1000 . 3800 .. . LOOD. ©  1p00
65 e 996 " 998 4899 999, . 999 899
15 as82 g4 995 596 o997 938
25, . ; 854 © 88T K12l BN 1 : S 885 896
8.5 : 10 378 934 588 992 god
45 451 - 862 875 982 589 992
f.5 — LI81 945 964 574 884 .
8.5 2 J07 b28 - 850 965 879 986
7.5 038 897 934 S5t 873 ]
85 ~ 550 B6T 815 sS4 866 ' g
8.5 480 B35 H04 87 858 913
105 : A24 792 870 £10 850 96T
115, g61 368 A45 892 340 861
125 303 S5 817 L2 023 54
135 =0 .5a8 788 851 217 947
145 203 S5t J59 429 S04 839
154 . Jdez . B3 - 128 305 590 330
163 . 126 . A8 588 781 B3 420
By S : " £98 548 AT0 156 B39 310
185 71 508 £40 732 843 900
18.5 - 051 ’ 473 621 J07 528 888
205 085 440 582 . 82 808 211
215 023 408 563 657 780 64
225 015 378 528 638 J72 851
23.5 09 344 497 508 758 838
b8 005 317 470 584 NEL B3 -
255 : 002 | oR9 443 80 1S 810
25.5. _ i ; A0 263 A17 S37 897 48
215 238 892 518 B78 J8L
245 fra K3 367 490 B0 66
20.5 : Jaz A48 488 Hd2 . 551
305 ' i1 . 3% 445 £24 87
815 : o A58 . 288 A28 £03 - g2
325...2 A8+ 276 AU2 587 07
335 . J18 255 S81 569 892
345 a03 . 286 361 b0l BT
a5 L0869 mny 13 . 53% 682
885 e g it 359 322 516 H45
815 - D83 J8g 03 . A998 633
385 053 Jd63 283 A2 618
895 D6 150 287 463 L0+
48,5 035 336 250 AL8 539
* The abova values are to be used only for the averaze asrvice lives shown, Straight-ling interpalacicy For avemge serviees lives berween
shown will gire nnconrate rasilts,
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TABLE A-14—Continued

IOWA TYPE Lx CURVE
: REMAINING LIFE *

. a For Avcroge Bervicr e

: Age 28 Tearz £0 Fours £5 Feorz 30 Years 40 Feara 50 Pears

- 0. 10.0 20.0 250 30,0 a6.0 50.0

0.5 85 195 P45 - 05 295 49.6

15 i BT 188 238 28.6 88.8 48.8

25 7.9 Ny A 227 277 1.7 3

a5 7.8 16.9 218 . 263 368 46.8

45 87 16.2 211 96.0 5.8 459

&5. 63 15.5 0.8 252 851 450

6.5, B9 148 19.6 244 84.3 449

15 55 1492 188 237 835 433

: 85 .52 127 13 230 329 425

85 49 132 117 2194 220 4.7

105 3 45 2.8 113 218 avrs 410

L6 43 124 187 212 : 306 409

125 40 120 162 207 299 - 395

13.5 B 11.6 15.8 202 703 28.8

345 84 112 154 18.7 28.7 881

15.5 . : 32 109 35.0 193 - 288 375

165 29 10.5 14.6 189 277 . 369

175 27 102 2] 185 273 36.9

16.5 25 2.8 139 iga 26.7 857

105 ' 23 . 85 325 1.7 962 352

205 21 92 132 17.3 25.8 846

215 19 8.9 12.9 359 254 341

225 16 88 25 188 4.0 23.8

235 14 8.3 122 162 246 382

245 11 80 3 159 241 827

255 : A ¥. o 7.8 11.8 16.5 238 328

26.5 (X ] 75 1.2 152 234. 318

215, o 72 108 ‘348 230 314

288 ‘ : = 7.0 06 - M5 9227 316

205 6.7 104 .148 223 80.6

80.5 s 6.5 ikl 138 219 a02

. 215 : 62 88 e b.£ 216 238

! 32.5. 6.0 a5 133 212 285

835 5.9 88 13.0 £20.8 291

345 5.5 9.0 12.7 205 28,7

* The remaining e for any ART. botwesn 10 and 50 yeass
for the desired age mny be sbinined by interpolstisn of the
listed amountz. Tests have shown that this method fe aufi-
elently accorate for all penetical purposes.

The 1a coree has been fonnd applicabie to=
Wntey Works Sources
alephone Central Ofice Eynipment
Telephone Polea
Telephone Aerin] Cable
Telephone Tnderground Cable
Gow Distrihotion Malng

79
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... TABE.A-IS
YOWA TYPE 1o CURVE

_ PORTIGN SURVIVING *

. . _ For Avcrage Service Life ]
doe - VT I0¥ears | eV oD E5 Years | 80 %eors | 40 Fears . 56 Temrs
O - . 100077 Trooo T 1.000 1000 1.000 1.000
LA . 1000 1.000 1.000 1000 | 1.000 1600
15 _ 986 . - 1000 -. 1000 1.000 1000 . 1000
95 : _ B85 498 . 989 999 1000 ¢ - 1000
85 .. . 868 . 895 997 .0o8 . 999 1.000

. AE . . 928 929 984 808 508 S99
55 857 SE1 980 8994 8sT T o9g
€.5 783 571 954 950 598 908
1.5 BEB5 35T 78 0B85 993 996
8.5 584 889 987 980 891 595
85 - 487 315 455 972 957 993
10.5 401 B85 41 064 888 991
115 325 B48 223 554 479 .988
125 261 806 901 812 8713 983
5. 208 760 B4 828 967 982
14.5 . A58 J10 :EE 11 961, 978
15.5 Jzg 880 £ 290 953 472
155 : [g7 4080 . STe 86T 848 969
115 : - 081 558" TE5 g1 534 S84
18.5 s 041 511 595 813 922 953
L85 : _ 028 463 &35 788 908 52
£0.6. - .16 422 £ld JI52 893 945
L5 — .00 351 574 g18 576 037
‘225 002 343 584 BEG 58 828
235 002 309 407 531 838 918
245 2 ©P0Y 26 460 817 817 907
255 : 237 426 584 595 895
263 .. 219 898 551 k1) 581
275 A% 862 518 48 86t
285 . ' 290 433 A48T o3 853
205 2149 805 457 698 836
805. 29 279 429 &7 818
atg - - Z : a1 255 A0 B47 802
325 = 5 085 333 875 521 783
385 ; . o050 . e 350 598 765
345 087 do1 326 S71 45
355 . _ 2 056 a72 808 SE7 728
865 : ' 048 . As5 D 519 505
7.5 — . 1037 k] Sg1 493 585
853 " 029 123 919 476 563
395 ik 109 k) A4 gETS
40.5 018 095 305 439 624

* The zhove valoes are to be osed anly for the arerapn service lives shown. Strabshe-line Interpolnzion for average service Hres butwean
those shown will give fnaxceurate resules.
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E R TABLE A-15-Continued
4 IOWA TYPE L2 CURVE
’l— mwmurs {IFE *
U . . For Averoge Eﬂ'\‘.‘fc! Xije
. oo Aya . 10 Yeora 20 Yeary 25 Yeurs 30 Yeorz 44 Trers 59 Yeors
| o 100 20.0 250 © 800 400 50.0
0.5 4.5 19.5 245 2.5 255 49.5
[j 15 85 183 235 M35 388 485
2.5 7.8 75 925 25 815 45
. 85 6.5 166 216 268.6 365 465
q : . &5 6.0 169 206 25.8 356 455
i} .+ 55 . 54 148 197 217 3485 445
: et e &5 £9 14.0 188 23.8 816 43,6
! 0= | 7.5 i 45 132 - 180 w8 82.7 .7
i 85 43 124 171 2.0 218 47
I 4 8.5 4n i} 164 212 308 408
105 '83 111 158 20.3 801 295
i 1L5. a5 0.8 149 - 195 209 89.0
} 25 - 838 101 - 142 183 284 381
13.5 21 -85 1847 181 915 872
143 2.8 .93 131 174 257 364
by , 155 26 9.0 128 16.8 259 85.5
J 165 Y a7 122 162 2539 . 341
115 21 8.4 113 15.7 214 838
18,5 319 82 115 152 2387 331
} 195 17 - 7.9 112 145 231 828
0T 03 15 7.1 109 144 »5 15
215 i3 74 10.6 140 ne 80.8
g ' 25 13 72 104 137 1.4 801
"L . 235 10 63 101 134 209 294
24.5 85 .y 99 131 w4 988
L 3 25.5 ; +6.4 96 128 159 282
o -26.5 : . €2 94 125 195 27.6
i . 275 g . .88 91 15.3 191 210
, 285 o : 57 8.9 123, 188 6.5
. . 295 . 54 8y 1B 184 26.0
b S5 5.2 84 115 1831 955
‘ 815 . : 50 B2 113 178 253
: 395 . Y 138 311 17.5 ua6
: C 335 . 45 78 10,8 e 249
345 43 74 0.6 170 239
* The remuining Hie for nny A.8.). betwesn 30 and 50 yeamm = 'Ihehmmbuhmtmndnppﬁmbl:w- .
for the desired oge may be obtafoed by interpolation of the ° YWater Works Stations
listed smounts. Tests have thown that this methad in suff-~ - Water ‘Weorks Pomps
clently aecurnic for all proctical purpozes. Talephone Crdespronnd Calile
.. Tulegranh Peles
o Flestric Poles
. . Fower Transtormers opd Diatribution Transiormers .
: DI P * . . : [P - Mpae v "% o
P e ot cd -
81
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.. TABIE A6
- JOWA TYEE L4+ CURVE

PORTION SURVIVING *

. e e e Far Average Sexvioe Life

. A ne . O Fetirs . | 20 Yeavz - - .- 85 Ters - 30 Tezrs $0Fearx ' - 30 Teors
e - 1000 - 1600 .:. 1000 1ooo. .. . Looo 1000
0.5 _ 1000 - 1000 1000 1.000 1000 1000
is - ~ 1.000 1000 1.000 1.000 100 1.000
2 . 988 - 1000 1.000 1.000 1.000 1.000
3.5, . 950 1.000 1000 1.000 1.000 1.000
45 872 989 1.000 14500 1.000 1.000
55 989 .886 959 1.000 100D 1000
8.5 . , 876 992 997 . 999 1.000 1.000
75t a3 988 94 098 L)) 1.000
85 540 978 991 . a6 .59 1.000
.5 . 5og 358 386 293 938 Sag
10.5 381 949 979 950 957 508
11.5 285 827 970 a8 295 998
125 213 . 895 58 579 993 o8
13.5 J55 B54 5143 372 991 997
1¢.5 20 508 524 563 988 595
15.5 : )7 S 7 B9y 953 984 901
15.5. - o 046 6T 868 589 980 g
17T . 027 .~ 805 520 823 9% 590
18.5 - 14 - 535 88 801, 268 287
195 : 008 4639 . 7% 5786 962 954
20.5 002 AD9 632 546 354 981
91.5 254, 526 812 D4t 877
22.5 07 570 73 38 K]
23.5 , 265 515 v 520 957

24.5 228 463 887 S04 561 .
23.5 - kLT A4 £40 886 5535,
26.5.. L 168 * 870 503 865 847
27.5 348 330 547 B4z 539
28.5 120 293 - 502 816 929
.95 300 BE1 459 788 L18
80.5 .0eg 232 418 Ja58 - 506
815 . 088 205 . a8l 728 E.l: )]
g5 nE2 hi) 346 592 876
33,5 041 160 314 658 859
ETS 081 J40 283 523 840
855 R D23 R 1] B9 588 519
86,5 S £i6 106 234 553 o7
315 L 11 080 Lal} 519 byt
38,5 . 007 077 as Ass k)
89.5 : 005 DEL C 0 a73 458 193
20.5 003 D054 155 423 .69

* The above values nre to be nsed onlr for the aremage seevice lives shown. Straighi-lins incerpolution for sverage service Hves between
thope shown will glre lnncencate resulis,
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N R | TABLE A-16—Continved
U . IDWA TYPE La CURVE
~ , REMAINING LIFE*
: Far Averope Bervice Life
T a Age 16 Pears 20 Feara 25 Yewrt' 36 Yeurs 40 Yenra 50 Years
: 0 : 0.0 20.0 25.0 80.0 400 50.0
4= .. 03 9.5 195 24.5 83,5 an 5. . 485
: < 15 85 185 235 2.5 385 485
L , 2.5 75 17.5 25 BT.5 315 ¢15
L. | 33 . €8 6.5 215 6.5 865 465
P 45 : 57 155 20.5 25.5 355 455
[ . b 48 . 148 195 2.5 345 445
; ; 6.5 42 186 18.8 8.5 83.5 435
{ - 7.5 R 127 176 26 425 425
Y . 85 33 = 18 16.7 7.6 515 AL5
{l ) 31 108 157 0.7 305 - 405
! ! 105 2.9 101 148 19.7 208 - 805
CE , ns... 2.8 94 140 18.8 28.7 286
e ; 125 25 BT 182 738 217 37.6
P 1 185 23 a1 12.4 171 26.8 366
145 20 7.5 116 162 D58 35.7
| ; 155 18 71 103 154 28 37
a 16.6 18 .68 103 146 240 338
. 175 i3 <85 97 1389 23.2 829
185 11 63 83 + , 132 228 - 3290
i 195 08 61 g8 . 125 2.5 Lokl
e (1 008 05 59 85  * 120 20,6 302
915 y . 5.8 82 112 193 293
) ¢ 225 : : 5.6 8.0 110 191 284
: { 98§ 54 7.8 106 183 - 218
245, 52 78 10.2 117 267
- T e55 : 43 74 100 17.0 25.9
: o 268 _ 47 74 87 164 253
L. . 215 &4 73 95 _ 158 248
= 285 : 43 68 - 93 16.8 23.6
_ i 295 i 33 67 91 148 229
i 305 .86 8.5 89 184 223
- . 915 84 " 6.2 88 140 21.5
! 825 - 3.2 &0 . 8.8 137 20.9
[ . =45 28 6.7 B4 134 20.3
- 345 ' 2% 55 82 1831 187
v * The ramabuing for ARY. hetween 3 50 The Ta has heen found applicatle to:
2 for the l!eslugr:n Tty be oblutned by hmm o the Enmﬁ:?wmﬁ Poles
’ Tisted amounts, Texts have shown that thig mwethod s suffi-

elently acetzate for all practical purponae
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1 T

0.6

—

1.5

7.5

35

L5
55
8.5
7.5

B8.5.

8.5

10.5

115

125
135
14.5

155

165

174

185

18.5

205

25

2335
215

255

265

215

28.5

295

0.5

3L.5

82.6

835

345

35.5

385

315

385

9.5

405

I TABLE AT
IOWA TYPE L¢ CURVE

PORTION SURVIVIN

— R For Averoge Servies Life o8
10 Yeara r_'_'_zonm ... 25 Yeory 30 Years 48 Pears 50 Yeara
JTRLOO0 0 TUTLE0D L1000 1.000 1.000 1.000
1.000 " 1000 1.000 1.000 1000 1000
1000 1000 1.000° 1.600° 1.000 1.000
_1.090 1000 1,000 1.000 1000 1000
1.00¢ 1000 1.000 1000 1000 1.000
995 1.000 1.000 1.000 1.000 1000
979 . 10 1000 1.060 1000 -1.000
042 1.000 1000 1000 1.000 1.000
B76 089 1.000 1.000 1000 1.000
e 987 1.000 1.000 . 1000 1000
560 502 999 1000 1000 1.000
368 S84 897 1.0006 1.000 1.000
233 a2, 994 899 1.000 1000
J42 954 489 587 1.000 1.000
082 529 81 895 1.000 1.000
043 B9 0570 981 .8e9 1000
013 B892 256 Js&8 9989 1.000
111 | 3 | 837 a7 998 1.000
ooz - a09 814 - ' 988 058 1.000
612 885 ST 094 983
509 BAT Dag 991, a8
A12 798 091 B87 898
228 738 903 082 997
260 662 578 973 955
205 581 843 865 993
6L A29 802 859 S50
A% 421 752 48 087
095 A52 B9t 935 553
071 292 B829 922 K 1t:]
iy 242 560 806 973
036 200 A82 B87 967
J24 J63 428 864 360
. 015 JA35 868 538 932
Lo0e 2310 218 gos S42
e D87 270 Ji2 932
003 - 069 231 81 920
002 053 3187 686 907
i3 040 1] 537 593
f1ii:] J42 . JSB6 576
021 30 233 83T
015 L00 AgL £33
010 052 435 11

* The above values are to be tted only for the average secvics Iiven shown. Straight-Iine interpolation for aversge servies lives between
thoze innconrats resalts,

64
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2.

1

— - -

]

)

|
i...J

—

I

P

108
115

145
i35
145

16.5
1685
17.5.
i85
195

20.5
Pl
295
235
245

" o585
985
o7 5
285
o485

30.5.
816
4925
235
845

for the desited mpe oy be chtaloed by In:
listed 2mounts. Tests have shown that th
clently noenents for all practicsl purposms.

TABLE A17—Condinoed
IOWA TYPE Ls CURVE

REMAINING LIFE*

Far Averuge Bervien Tife
10 Yeora 2§ Yeurs - 25 Yoors 30 ¥eory 40 Yoors 50 Tenra
ibo 200 250 300 40,0 50.0
95 185 245 235 ;Lo X ] 496
85 185 23.6 28.5 884 485
7.5 i 22.5 275 375 4735
&5 185 a5 265 385 465
§5 163 205 255 3586 455
46 145 185 245 345 a5
3B 138 igb 235 33.5 435
8.0 125 175 225 325 495
24 1ns 160 a5 3L5 415
21 106 185 208 8056 40.5
14 8.7 145 19.5 295 295
18 a8 1386 183 28.6 885
18 79 127 178 276 815
14 73 ns 166 265 86.5
1z 8.4 109 15.7 255 355
10 8.7 100 I4x 245 845
0.8 o | 92 138 238 835
0.5 448 B4 130 256 ‘325
43 i | L 12a 2l p:a 3
40 7.0 . 118 20.7 205
a4 64 e (1% 19.8 298
a7 59 88 189 288
&6 b.6 9.0 180 216
84 82 B4 173 8.7
32 5.0 7B 163 25.8
80 49 73 i55 249
28 &7 -6.8 147 240
26 4.6 €5 339 233
24 £4 © 8.2 131 22
2.1 42 6.0 124 2.8
20 4.0 5.8 ng 205
p R 3.8 6.7 e i | 18.6
17 3.6 §5 0.5 188
17 34 64 89 JED
15 33 52 94 17.3
hes been fonnd zppbicable to:
e e Eaiue Bantpent e
iz method I anfl-
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r . TARLE A-18
' : IOWA TYPE Ls"CURVE

] : PORTION SURVIVING *

For Averuge Sexvioe Iife
Ape TEe ot i¥eqrs . 20 Yaws 25 Feurs 36 Yuars ¥ T
. . v 05 (e . i 1boe Tt ne6s <t Lbow 1.000 1000 .. 1000
- { R | ' STLede o000 <1008 - 1000 1000 000
15 1.000 1000 . 1000 1000 “1.000 1.000
25 — - 1000 .. 1000 . Looo 1000, 1.000 1000
3.5 1000 ° 1000 1.000 1.000 1.000 1.000
4.5 1.000 1.000 1000 1000 1000 1.000
55 999 1.000 1.000 1.000 1.000 1.000
; 6.5 : 888 1000 1000 1000 1.000 1000
B y - o 845 7 Lo00 1000 1.000 1.000 1.000
. 85 840 1.000 1.000 1000 1.000 1.000
9.5 14 1.000 1.000 1.000 1.000 1.000
i 105 885 1.600 1.000 1.000 1.800 1.000
115 s 598 1.000 1.000 1.000 1.000
125 074 933 1.000 1.000 1.000 1.000
13.5 .30 851 599 1.000 1.000 1.000
115 010 580 998 1.000 1.000 1.000
155 002 .92 993 1.000 1.000 1.000
: 165 . . BT 485 898 . 1000 - LOOD
I SR 28 8 .. o7 K77} 897 1.000- 1.000
185 : : . 688 . 951 - <894 - LO00 - 1000
19.5 542 50 588 1.000 1000
205~ ) A0O 882 o78 1.000 1.000
215 250 824 K:1.7} 299 1.000
. 295 a8 Jrid 845 999 1.500
] o35 a9 £12 818 - 297 1600
) 245 081 B527 58§ L83 1600
. 25.5 - 061 13 840 890 1,000
) i - 9BE__ . .09 .513 780 B85 - 1.000
i 275 . 023 233 04 876 898
28.5 18 J72 B4 966 988
205 - 007 a9g - Si8 853 997
Lt H 80.5 004 g1 425 986 995
- 815 o002 059 3385 915 992
. 825 001 Q018 283 -B3% 588
) . 8% : 033 205 439 982
345 022 60 £20 A76
35.5 B E Y 125 ATy 567
365 009 Dot it LEn)
37.5. 005 DT 549 8435
385 003 D356 578 580
895 001 042 508 514
40.5 g L01 030 A31 503

= The abore values are to b- used only £4n- the svernge service Hves svhown. Straight-line fnterpalativn for average serviow lives Totwren
thass shown will pive ingornrate resules,

8¢

OPC-LFE-POUS000087




{

|
-

.

—_

. . For Averaye Bervice Lifc .
Ao 20 Fearz 20 Years 25 Tears 30 Yeurz 40 Teora 50 Fears
) 100 20.0 250 © 300 £0.0 50.0
0.5 8.5 185 9% 5 - 39.5 495
1.5. 8.5 18.5 28.5 285 z8.5 485
2.5 7.5 175 - 2925 21.5 8515 47.5
a5 6.5 165 - 915 6.6 865 465
L X-J— 55 i55 20.5 25.5 355 455
&3 i 45 145 103 245 345 “s
65 35 - 135 - 1BS 215 335 435
75 24 125 7.5 23 325 anh
45 20 115 16.5 21.5 9.5 4.5
935 15 105 15.5 . 205 305 405
105 1.3 335 145 195 205 89.5
1L5 12 85 135 8.5 285 8.5
125 13 5 103 175 215 s
135 09 © 65 115 165 265 36.5
145 0 58 105 155 255 a35.5
133 L) 50° 96 145 245 945
16.5 42 85 135 23,5 . 335
173 36 T iy g05 85
18.5, 31 65 118 215 315
19.5 g, 61 108 20.5 305
0.5 28 54 0y 18.5 293
o5 25 45 . BS 18.5 285
25 : 24 42 80 115 g15
235 .23 87 73 168 265
945 21 85 85 15.6 255
255 2 B3 58 J47 245
955 18 32 53 13.7 235
215 14 31 48 124 225
985 18 30 A4 12.0 215
235 15 28 43 | 20,6
0.5 13 2.7 29 103 19.6
gL5 10 26 38 85 IBT
32.5. 5 93 - 87 84 15
33.5 22 35 81 16.8
345 2.0 35 95 15.9
a'ithe yemintog Wie for wuy AS.L. between 10 and 50 yeors Tha Le eurve has been found applicatie tos
for the desived age may be obtained by interpolation of the Frrniture
Histed szoounts, Tests have shown thet 1his method i gafi- Work Eqnipmest

eiently seenrnte for all practical porposes.

TABLE A-18—Confinved
HOWA TYPE Ls CURVE

REMAINING UFEY
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Acecounting .
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Applieability of Yown Curves to Classes of Plont, 48, 50, 51
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Average Agh, 14, 15, 16, 17, 18, 18 mﬁ'sﬁmaﬁ'

A Servl 18, 29. 440,
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. 'xnmn. AL 25
‘BASIC DEPRECIATION OBIECTIVES, b

mu%qémnormwamm.

CHECK LIST FOR EXGINEER, i&
Choosing g Mathod for Smaller Utﬂiuz_q, 21

CHOOSI\"GNA. JETHDD OF ESTIMATING REMAINING
Claxs of Plant, Apnunhmu nf Tewn Cnryes, 49, 50, ﬂ

Closnes of onperty 3
Clearing Accvunts, 8 0. 13

CLEARING ACCOLNTS, DEFPRECLATION CHARGED
TREVCGH, 45

88

COMPLETE STCDIES, PERIOD BETWEEN, 42, 43

Cﬁm oF Dm’I'IDN g

Ci lP:vm .
Cout of Remoral, 5, 12, 18, 14, 15, 16,77, 38,3%,38, %

Cust of Servire, §
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Deeay, 6
Dednetlon for Deprestation, §
D ON OF DEPRECIATION, B
Aoernai Dumhntbn. 14, 15. 16,17,18
Bepyeciation, Basi¢ Obinctives,
DEFRECIATION mﬁ:ﬁ ‘.‘tﬁ:&ouﬁn CLEARING AC.
COUNTS, &

DEPRECIATION FOR INCOME TAX ?E'RPOSBS, 435

téelntion, Phreial Consept, 5§
%gudmn.vmecmm:.at'
De;m:emttm,cw:

uﬁng‘.l?rumﬂhu Relating to, 5

D 5922

ngdou Reverve, Beginalug of Teny, 12, 14, 15: 18, 17, 18

DEPRECIATICN RESERYE, BOOE, 13

DETERMINATION OF GROSS SATYAGE AXD COST OF
REMOYAL, 87

DETERMINIEXG '.IJE.TBECIAEIOT ‘RATES, 42

D2 %{éllbeﬁmgm aud Rote Determination, 14,

[T

Bmﬂn!wﬂhfmnsmm Curve, 22, 23, 46

D-4 Elamnents of a Survivor, 28, 25, 48 .

-5 Remaining Li%s from Amonnnng Recards, 20, L6

"D-8 Determination of Salvaes Valuey, 88, 89, 46

DETERMINING RECORDED SALVAGH EXPERIENCE,

a7
DIRECT JUDCMENT mnﬂn.:s. 20, 31, 32, 8%, 34, 85
Divect 'We!:htins. 18.3;1:.
Dounations, 5 !

Edison Electrie Institute, §8
Elemeats of 0 Surviror Covre, 28
EXIMPLE OF DETERMINATION OF EEMATNTSG IIFE
BY, FORECAST METHOD, 23
Eguivzient Bemciuing Life, 8
TING BREMAINING I.I:E‘B CHCOSING A
AETEOD OF, 80
.!-:stimﬂnz Remsining Yifs, Susgeshd AMethods, 32, 23, 2%, 25
EXAMINATION OF t:'m'.:ms BOQES, +
EXTRALORDINARY DBSOI.ESC'E&CE. 45

¥actors Infloencing Depreciation Acccunls, 9
Federai Conmua Commission, &
Final Reports of Depreciacion, 43
Flrzt-dn-First-oug, 21

Fized Capltal-~0Oxizingd Cost. 5

Farecest Method, 12, 28, 31, 32, 33, 34, 55
FTORIS, STANDARD, GB

Frequency Curve, 20

FUTURE COST OF BEMOYAIL, 40

OPC-LFE-POUS000089




g e .. -

-t

=

L.

r
—
=

i © o ———— e

o CIOPES @ D9 O m s am ¢ m—t——— - - . . ——— e

INDEX—Continued
{Capitalized ftems indirats chepter or ph b hesding)
Tuture Dollar Weighting, 23 ’ et Seleage, 5, 8, 12, 13, 38, 40
Fovure Dollar Tears, 22, 25 KET SEALVAGE ESTIMATES, 40

‘FUTTRE GROSS BALVAGE, 87

Fuotepee LHe, 7

FUTURE XET SALVAGE, 12, 24, 15, 16,17, 16
Fuoture Net falcage, 88

Forure Sarvivors, 28

Gouernl Conriferntione and Stafl Procedures, 44
Geoerations, 10

Gresy Additious, 22, 24, 20, 30

Gros Plmt, Beainning of Yeax, 14, 15

Groee Plnnt. Per Cent of {Rate) 13, 15, 36,17, 18
Gross Salcape, 8, 34, 15, 16, 17, 18, 37, 28

Group Accounting, 30 ' ' '

. Growp Aeconnts,

Htstoriend Cost, 5 ,
HISTORICAL DEVELOPMENXT OF DEPRECIATION RE-
BERYE, 11 .

Ingdeqoacy. 6
‘Income Tux Depreciation, 45

* Interlm Retirememtx, 25, 28

Tnternal Beventa Service, 43

. Tuterval Between Studies, Recommexnded 2Maxhmum, 43

INTENTORIES AND APPRAISALS, 31 . -
Joun Curves, 28, 53, 81, 86

" - Yowa Curves Apphicable 1o Classes of Plant, 65, 50, 51

lown State Collepe Engincering Experiment Station, 25, 36

Jown Type Crorve, Ln we 10, T7
Jows Type Corve, Ly .. 78,70
Jown Trpe Corve, Lo —

Jown Prpe Corve, Lo 82,58
Jowu Type Corve. Lu——— 84, E5
Jown Type Corre, Lo —oen 86,57
Jowa Trpe Corve, By . 08,67

2,
Jowa Type Corvts Be —— 75,75
Iowa Type Corve, Se . §2,03
JTowa Trpe Cerve, S . 5453
Jowz Trpe Curve, Br mow 38, 57
Jowe Type Corve, 5s . 55, 59
Towz Trpe Corve, B __ 60,61
Joun Trpe Corve, Sa - 62,68
Towa Trpe CotTe. Be e - 61,5

JIndgment Method 14, 50, 31, 32, 33, B4, 35

LARGER TTILITIES. 47

Larger Trfitles (Tist of). 47 .
Targer Thilides, Anoual Beviews, 43
LHe Expectency, B, 28
Life, Realized, 26, 25, 28

L Spen Method (Forecost Method), 28

Aaintenanes, €, 11

AMAINTEXANCE PRACTICES AND IEFRECIATION, 11

. Materinls and Supplies, 5
Anzimnm Iat

erval betwoen Studles, 43
mmn's\_%n&ogo ESTIMATING REMAINING LIFE, CHOOS-

AETHODS OF ESTIMATING BEEMAINING LITE, 18, 28
METHODS OF WEIGHTING, 24
Alpebuliny Choracteristics, 30, 51
T
Alvrtalicy Dispersion, 8, 21
Mortality Exparience, 25
MORTALITY STUSMARY DATA, 71

NARGC., &

OBIECTIVER, BASIC DEFRECIATION, §
Obeoleneence, §

QUSOLESCENCE, EXTBAORDINAEY, &5
Qpersting Expenses, §

. Ordlering Porzgrop)

ba, 47
Ordering Pavasraphs, Mujor Utility, 47
Ordering Puragraphs, Sl Uity 48
Ordelug Paragrapha, Smell Tifity, (Newly Certifcated), 48

Origjuai Cost, 5,8

Parngrapk for Staf report. 45

Per Cent of Gross Plant, Rate, 34

PERIOD BEYTWEEN COMPLETE STUDINE, 42, 43
Phreical Qoncept of Depresiation, B

Flant, §, & 9, 12, 24, 25, 29,80

Plant, Beploning of YesT, 12

Plant Exposed, 28, 29

PLANT IN EERVICE, 12 - .C

Piunt 2 B N
PLANT MORTALITY EXPERYENCE, 18
Plant & 22, 28,

FREFARATION OF A STAFY REPURT. &

Probzhle Life, 18, 28

Frobabie Retirement Date, 28

PROBLEMS IX CARATIING FORWARD THE ACCRUAL,

41,
Pullic Regoirements, 8
Prurpese of This Practice, §

RANGES OF TTRICAL ATERAGE SERVICE XITES, 8
Rute Per Cont of Gross Flant, 34 .
Beoalized Life, 28, o, 30
REAPPRAISAT: OF DPEPRECIATION OHARGES, T
Reasorableners o 20 acs, Deterlulag, 57
TAge
e = Lite 7, ©, 11, 13, 22, 24, 36, 25, 23, B0, 51, 36, €1
REMAINING LITE AND PLANT MORTALITE, 18
REMAINING TIFE BY FOREQAET METHOD, FXAMFLE
oF DETERMINATION, 28 -
REMAINING YXIFE, CHOOEING A METHOD oF ESTI- |
AUATING, BO a .
ING LIFE DEPRECIATION ACCRUAL DETER-
AINATION; 32 B
HEAMAINING IIFE EQTUATION TOR DEFRECIATION
8 .

RATE,
Remaining Li%e, Equivalent, §
TRemaining Life, Straight Line, 8, 12
Femuining Lite, Eqoation, 8
Remalning Life, Expectancy, 12, 18, 31 mc s
<G LIFE. METEOD OF ESTIMATING,
R ire, Bugsested Metbods of Eutimatiog, 3%, 38, 84,

5
Remsining Hpan, 25, 28
Femovnl, Cost of, 5
Resecre, 7, 8,5, 11
RESERTE, BOOE DEFRECIATION, 13
Regerve Regrirament Stody, 13
Rerlrement, 5, T, 8. 20, 30
‘Retirement 3L
Retivement Fragnency, 28 R
RETIREMENT PR!.CI.‘\'G_.AKD TUNIT PRICE, #

Retirements, Interim, 2%
He-Tse of Plzat, 40
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‘SELECTING
Service Life, 6. B, 10, 11,
Servica Life Esl:lmn
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tmmmﬂhmwmms

Salrage, 8, 10
Sabvar S Yo, a8, 40
Salvege, Grosy, 5, 14, 15, 16, 17, 15,37, 58
SELECTING & WETEOD.CF DETERMINING THE A
- CRUAY, TN -TPARS RETWEEN m, ¥g o
SELECTISG A . METHOD FOR Immm THE
STUDT YEAR KCCRUAT, 28 ° ¢
A METHOD OF- meﬂrmte.
’Srpbzf'hamp&!.ﬂ
sxmuhmamuxdmm.zs.m
Sinictog Fund, 6
BINEING FUND ) MRTHOD, §

* Sooller Ttiitles, £7

SMALLER TTILITIES, caoosm: A irtTEOD FOR, 21
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Tiitlides, Annial Revlewy, 48
somczs OF DATA, 21 -
Speclal Conslderntis
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Buprems Court of 't

Snrriving Plant, 10, 20

Burcivor Curve, 18, 20, 21, 24, 25,28, 31, 42

gmmon GULRYE AETRODS, 28

oyrivezs, Frnture, 26
Barrivers, Ratio, 20, 26 .

35024 2-B1 I

' 'I’aﬁphmn '[.'tmr.lﬂ, 18
Tocal Life, T

Tatsl Life, Equation, ¥

Totzl Lie, Semple Froblem, T -

TOTAL LIFE EQUATION-FOB -nmm'rmx; 7

"Motel Sexvice Lits, 14, 15, 16, 17, 18 JRAN
POTAL-LIFE. Eﬂ!:{)k’f mlbsgm\!m. 8 T

Tspe Curve, 14, 22, B8, 55,

TTPE CCRYES 43D '.!."IPICAI:. m:»m:.ns Ol? S‘:‘:E'TICE

IIFE ESTIMATES, 32

TEPES OF WEIGHITSG, 24
Tepleol Avarage Bervice Liges, §2 .
XYPICAL WORDIXG OF OEDERING PARSGRAPES, &7 -

tmsmﬁmms.a.mn

Tnit Acconnring, 8, 10

TXTIT AXD GROTP BASLS E‘OR ACCO‘E\'I‘I}G B
Tnit Prices, B

alts of Property, 9, 10, 28

Tsetnl Lifa, 5. §

U.S.T:mnrynepmnt,ﬁ

Vokue Cnu;;pt of Deprecintion, 5
Youcher Records, 21
Weny and Tear, § /\_

Weighting, 19, 24 -
‘Weighting: Dirget; 12, 24, 8t ‘

.Wd::ktmg. Reciprosely 24 .

elgheing, Avercga Sertice LMe, 24, 28
WEIGETING, METRODS OF, 22 .
WEIGETING, E"c'rm DOLIAR, 24
Winfrey Cnrres, 38

Winfrey, Rebley, 38
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Docket No. 090079-EI
Witness Jacob Pous
Late-Filed Deposition Exhibit-9

FPSC ORDERS REQUIRING ELIMINATION OF A
DEPRECTATION RESERVE IMBALANCE
(SURPLUS/DEFICIENCY) THROUGH OTHER THAN
REMAINING LIFE RECOVERY*

*Reserve imbalance determined by comparison of theoretical reserve to actual reserve

In addition PEF amortized $250 million of excess reserve over a 4-year period as part of Docket Nos.
020001-E! and 000824-El.

1

Southern Bell 2

Indiantown Telephone 3

United Telephone 4

12654 11-3-83 Centel 5
12864 1-12-84 North Florida Telephone 6
13495 7-9-84 Gulf Telephone 7

13528 7-19-84 Miller Gas 8
13538 7-24-84 City Gas 9
13918 12-14-84 St. Joe Telephone 10
14929 9-11-85 General Telephone 11
16963 12-16-86 Centel 12
18029 8-24-87 Southern Bell 13
18642 1-4-88 Guif Telephone 14
18736 1-26-88 United Telephone 15
20330 11-18-88 United Telephone 16
22115 10-31-89 City Gas 17
22585 2-21-90 Quincy Telephone 18
23922 12-21-90 Vista United Telephone 19
24004 1-22-91 Gulf Telephone 20
24005 1-22-91 Indiantown Telephone 21
25679 2-3-92 Quincy Telephone 22
931554 10-25-93 Indiantown Telephone 23
941199 9-30-94 FPL 24
950475 4-12-95 TECO 25
960461 4-2-96 FPL 26
970499 4-29-97 FPL 27
990073 1-8-99 FPL 28
000293 2-14-2000 FPL 29
020501 4-11-02 FPL 30
050902 9-14-05 FPL 31
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Eric Witkoski (5 Copies)
Bureau of Consumer Protection
555 E. Washington Streel

Suite 3900

Las Vegas, NV 89101
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Staternant A {1)(a)

Page 3 of 3
Base Cuse
. _ Commercial Retirement Date
Unit Prime Mover/ Primary Fuel Ovemtion Yoar From 2003 Resource| Age at retirement
P Plan & Amendments
Clark 1 STG/Gas 1955 Shut Down 2005 50
Clark 2 STG/Gas 1957 Shut Down 2005 - 48
Clark 3 STG/Gas 1961 Shut Down 2005 44
Clark 4 GTG/Gay 1973 2010 37
Clark 5 GTG/Gns and HRSG 1979 2010 31
Clark 6 GTG/Gas and HRSG 1979, 2010 3l
Clark 7 GTG/Gas and HRSG 1980 2010 30
Clack 8 GT/Gas and HRSG 1982 2010 28
Clatk 9 CC-{(Ck78 &9 CC/Steam 1993 2033 40
Clak 10 CC - {Cle 5,6 & 1() CC/8team 1994 2034 40
Sunrise 1 STG/Gas 1964 2014 50
Sunrise 2 GT(G/Gas . 1974 2010 36 .
Harry Allen 3 GTGIGas 1995 2020 25+
Harty Allen 4 GTG/Gas - 2006 2031 25 -
Lenzie Combined Cycle 1 CTG/Steam - Gas 2006 2051 45
Lenzie Combined Cycle 2 CTG/Steam - Gas 2006 2051 45
Reid Gardner 1 STG/Caal 1965 2010 45
Reid Gardner 2 STG/Cosl 1968 2010 42
Reld Gardner 3 8TG/Coal 1976 2016 40 .
Reitd Gardner 4 STG/Coal 1983 2023 40
Silvethawk Combined Cycle CTG/Steam - (ias 2004 2039 - 35
Navajo 1 STG/Coal 1974 2011 37
Navajo 2 STG/Cual 1975 2011 36
Navajo 3 STG/Coal 1976 2011 35
Mohave 1&2 STG/Coal - 1971 Shut Down 2003 Shut Down 2005
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NEVADA POWER COMPANY
RESPONSE TO INFORMATION REQUEST
DOCKET NO.: 03-10002 REQUEST DATE: December 8, 2003
REQUEST NO.: BCP 510 WITNESS:
REQUESTER: RESPONDER: John Spanos

REQUEST:

Produciion Life — Regarding the response to BCP 1-13, please identify the spacific steam

units owned by other electric utiiities that are supplied by Heat Recovery Steam Generators
and the corresponding life span for each such unit referenoed Further, provide the support
documentation for the information provided.

RESPONSE:

The specific steam units owned by other electric utilities that are similarly
supplied by Haat Recovery Steam Generators and utilized in comparing life spans to
Clark 8 and 10 are set forth in the tabla below with their corresponding life span.

Company Unit Life Span
Duguesne Light Brunot Island No. 4 40
Chugach Electric Beluga Unit 8 40
Arizona Public Service Weast Phoenix 40
Cinergy Corporation — PS! Energy  Noblesville 35
Cinergy Corperation — PSi Energy ~ Wabash River Unit 1 25
Houston Light & Power Company  T. H. Wharton 40

Support of these [ife spans resides with the utilities and is not readily available.
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GEORGIA POWER COMPANY

Depreciation Rate Stady

As of Decomber 31, 2083

Prepared for
Georgia Power Company
Aflanta, Georgia

Troutman Sanders LLP
Aflanta, Georgia

American Appraisal Associates®
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American Appraisal Associates Detzlled Analysis Page 19

investment of McIntosh Combined Cycle (“Meclntosh CC™) has been added, which
increased depreciable investment by more than $500,000,000, and, because McIntosh CC
is almost new, significantly reduced the accumulated depraciation of this functional
group as a percent of investment.

For this stndy, depreciation rates have been developed for individual generating facilities
using the life span method, which was discussed previonsly in the report.

Life span is the time between the injtial in-service date of 2 unit and its date of retirement,
or removal from service. The basic combustion turbine peaking plant life span used in
this analysis was 45 years, the same life span used in the last stedy. The average service
life of Mclntosh CC was 35 years, as approved in the last rate case. The composite
average service life of this functional group, employing direct weighting, was 37.2 years,
which is nearly the three years less than the weighted life in the last Georgia Power study,
dus to Mclntosh CC., '

Just as for Steam Production Plant, the remaining life of the Other Production Plant group
was adjusted for fiture imterim retirement activity, which precludes the total existing
investment from remaining in service umtil the ultimats retirement dafe. As was the case
in the last study, fiture interim retirements were calculated from am imferim refirement
mortality curve, and firterim retirements were assumed to stop during the last five years
of the unit's life,

The interim retirement curves concluded by account are as follows:

Account Curve

341 R5-50
342 R5-50
343 S2-45
344 R5-50
345 83 -50
346 R2-35

These curves are similar to or longer than those of the last study.

The calculated composite average remaining life of this fimctional group was 31.04
years.
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. Dookst No. 0BUST7-E
2008 Integrated Resource Plan
) Exnibl __(LK-31), Page 1 of3
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May 28, 2009 1
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2008 Integrated Resoure Plan
. o . . ] BExhibit._{LK-81}, Page 2 of 3
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