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REQUEST:
Please state TUEC's explanation for each and every difference between adjusted actual (per Watson workpapers) and estimated (as estimated using the survivor curve relied on by Mr. Watson) annual TUFCO transmission plant retirements.
RESPONSE:
The following response was prepared by or under the direct supervision of Dane A. Watson, the sponsoring witness for this response.

Please refer to Docket No. 20285, Cities RFI Set No. 16, Question 16-04, Attachment 1.  The last column of this attachment, shows the calculated difference between the actual and simulated (estimated) annual retirements.  The difference is due to one being a statistical estimate while the other is the actual retirements.  The adjusted actual retirements were obtained from accounting entries and adjustments as noted.  Retirements are estimated by using statistical modeling (Iowa Curves) to theoretically emulate "real life".  As is always the case in comparing real life situations and simulation, there are natural differences.

It should also be noted that the Texas Utilities Fuel Company Depreciation Study used the Simulated Plant Record (SPR) Balances method, not the SPR Retirements method.  As stated in Depreciation Systems, Wolf and Fitch, PP 246 : "A major disadvantage of the simulated retirements method is that the magnitude of the retirements is much less than the magnitude of the balances.  The deviations between the observed and simulated retirements are much more sensitive to the randomness in the annual transactions than are the deviations between the observed and simulated balances."

For the differences between the actual balances and simulated balances, as used in the study, TU Electric feels the following from Depreciation Systems, Wolf and Fitch, PP 235 describes the differences: "The simulated balances can be viewed as the average balances that result from the given additions and a specific survivor curve.  The observed balances can be viewed as the random balances that actually occurred.  Thus, even if the survivor curve used to simulate the balances was the same as the survivor curve that describes the life characteristics of the observed property, the observed balances would not exactly equal the simulated balances."  The same concept applies to a much larger degree with retirements.

