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Sincerely,

Potuein et
ACK e Patricia S. Lee i
AFA US/C Engineer Supervisor i g
APP — e = =
CAF ——px1/188:ts & %0
cMU i
CTR — &6 ¥ &
BAD, et — , : x e

i on of Auditing ysis % o
“EG ———  Division of Legal Services = %
LIN Division of Electric and Gas a o
L Office of Public Counsel
CH ;




STAFF REPORT ON
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more than $13 M, while retirements are less than $3 M. Such activity would be
wmmﬂnmmmm.mdﬂnmdmngufermum
if the expected life pattern (such as R2-38) is a constant.

b. mmmhwmumvmmmm.m
mmmmmummumw

c. Does the Company keep the records for Distribution Station
Equipment as a mass property account, or can each individual
retirement unit of installed physical plant be identified?

d. Mmmummmmﬁmuﬁmm
about, given these observations.

e. Ah.pluemﬁdcﬂnmulmmemngwimthe
calculation by which it was determined. There is a small discrepancy
of approximately $0.5 M between staff’s calculation and the theoretical
reserve in the study.

For the Transmission Station Equipment account, the proposal is to retain the
R2meandincruuthcavmgesuvieelifeto45ym. The proposed
mhhgﬂﬁhnym.mﬁngﬁmmemmmﬁfeofzsym.
Aain.m&dnmmmapmamnminavmeage. which
would tend to increase remaining life. However, the proposed increase may be too
great.

theoretically maintain that ip. The proposed increase for transmission
mﬁonequipmisbeyondthee:pemﬁouofomnoﬁdnmnia When
there is a shift of the proposed, and beyond the experience of others in

f. Please elaborate on the Company’s specific experience as it relates to
the proposed increase in average service life.

g What is the current average age for this investment, and what was the
average age at the last study?
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h. Are records maintained by vintage and location for each retirement
unit in this account?

L What information supports the selection of the 4S-year service life, as
compared to 40, 43, or 46 years for example?

§. Aho.phnprovldethetheomdulmvepm;edmwiththe
calculation by which it was determined.

The Company proposes to retain the S3-40 life pattern for the Structures
account in the distribution function. Annually there have been retirements to the
account, but the magnitude is infinitesimal. The magnitude of annual additions is
small, but typically the additions amount to about three times the total retirements.

k. Staff would like clarification as to the use of the structures in this
account: do these structures serve to house anything in addition to the
distribution station equipment?

L Are records for this account kept as mass property records?

m.  What average age is currently associated with the account, and is it
an actuarial or synthesized age?
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10.

11,

12.

13.

14.

Cm‘splqnulwmaﬁmhﬂnmnepdvezo% net salvage is reasonable.
Underground Conductors, Transmission, Account 358

'Nolddiﬁmorreﬂnmmforthhtypeofequipmemmshowninthc
activity for the years 1993-1996. The Company notes that “the majority of the
investment was added in 1993 and 1989.”

a.  Perhaps there is a typographical error in the statement? If so, please
_advise staff of any correction which is required.

Weacknowledgethatconﬂmnﬂonoftheﬂymmioelifemdm
mehmwmmmedm.umumbem.
A negative 5% net salvage is also reasonable, with the same caveat.

Roads and Trails, Account 359

mmudhwmhmeqmmemmﬂnmﬂuufemw
yuuin,cmﬁnmmwﬂhAPB#l?,Ammﬁngforlnnngible Assets.  Staff
accepts the proposal. The appropriate net salvage is 0%.

Underground Conduit, Account 366

What is the age of the oldest surviving investment in this account? Please
pmvideagmﬂonmmmforallofthemrvivinginvemm.

Line Transformers, Account 368

mmw-mmmunso-zgurep.m.wmcnm
number 2 in the curve fit ranking for this account. Also, please provide a
generation arrangement for survivors. Staff will recognize a net salvage of 5%,
wﬂeedngmalvmmlhedconﬁunly. In accord with instructions for this
account in the Code of Federal Regulations, removal costs for transformers are not
to be reflected in the account reserve.

zero at times, a few
this reflect difference in timing and the salvage market, or is the difference due to
changes in technology? For this account, Staff’s recommendation will depend on
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the response to this inquiry.
15.  Structures and Improvements, Account 390

Date: February 27, 1998

HHEH T
L il l:
HAO T e
A N HHE
mmmmum mma am wmmmmMm
TR L
i el B
U IBTHIE mm:m
MMMMW mmeumm g8 8s

m mwumﬁd 1jdji]

g8d %

=% SHEN
mw mmw%@%m Hit

addition,
greatly
service
of34.5
the
notmrllydemme

in this account, so that the

30% since the last represcription.
equipment; are there any differences

newer trucks? Please provide the generation

greater than

more than

th the retiring
g

by
for the

wi

MMMW.MW’sm&mWIe.

Automobiles, Account 392.1
» DO provision is needed for additional

1998
Heavy Trucks, Account 392.3

1,

16.
17.
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arrangement for current survivors.

18.  Stores Equipment, Account 393; Tools, Shop & Garage Equipment, Account 394;
and Laboratory Equipment, Account 395

Guif is requesting that all investment in these accounts be amortized. Up

to the present time, investment in each account has been divided into a depreciable
portion and an amortizable portion. At this time, staff is not inclined to object to
Emﬁagggggﬁg%ggs
an amortization methodology.

a. g%ﬂﬂgﬂggﬁég
amount would be determined for one of these accounts. Does your
example show typical procedure or method used for all amortizations?
Enuanagsnugsg_ugmg
and explain the exceptions.

ggmeg.gugﬁggmﬂg

Account 397

?ggggﬁng&gaﬂgsnﬁﬂﬁ

disagree with the proposals. Account 397, Gulf proposes a change of curve and

ua&onnoﬁgmn-ﬂsﬂ:?ggﬁgsggn&aqa

information from the engineers.
igﬁﬁgagagonﬁnggéﬁ
held by the engineering group ;

b. ggggggnﬁgﬂﬁﬂ?g
accounts?
SE%S&ESEEEEE!EE«E
in these accounts. the actuarial data not available, please
gegggnﬂnﬁ-ﬂﬁgﬁng.

Salvage or Net Cost of Removal — Various Accounts
ggg.ggngagieﬁﬂog&
removal, Egﬁéﬂsﬂegacowﬂaons. Staff is cautious
gE?H&.!ﬁ.&HEwSEE&&EE%
retirements on which the change is based. Typically, the activity reflects retirements
in this c is: “What pattern can



becxpeaedibrdwwoﬂtyofinvmnandWInmmm?' If
anmulﬂltmmmﬂ.thamiuﬁfebemuumivdylong.exwptfor
theeventvhi:hwo:ﬂdbrlngm;mjorreﬁm. It becomes evident that
m«m,mmn&mofmnpordomofqnﬁmmmdinvm.
are the expected pattern for the majority of the investment. Frequently, higher

' ulvage retained:
355 Transmission Poles and Fixtures (35%)
361 Distribution Structures (5%)
362 Distribution Station (5%)
364 Poles, Towers and Fixtures (50%)

1
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