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Q.
On the same Table 2, please explain how column 5 was calculated (please provide an example)?  Was the redirection of depreciation considered in performing this study, and would it have any impact on your results?

A.
The projected book reserve as of December 31, 2001, in column 5 of Table 2 was determined by a bringforward of the book depreciation reserve as of December 31, 1999.  The bringforward consisted of estimating the depreciation accruals, retirements, salvage and removal cost for the years 2000 and 2001.  The depreciation accruals were calculated by applying the existing depreciation accrual rates by account to the average plant balance for each year.  The retirements, salvage and removal cost were based on the average level for each type of transaction in the preceding five-year period, e.g., the average of retirements during the years 1995-1999 for the year 2000 retirements and the average of the 1996-2000 retirements for the year 2001 retirements.


An example of these calculations for Account 355, Poles and Fixtures, is presented on the attached spreadsheet.


The redirection of depreciation was not considered in the calculation of the annual depreciation accrual rates because such costs are proposed for recovery through a separate amortization.  If the redirected depreciation amounts had been considered, the annual depreciation rates would have increased.

Attachment:
Projected Book Reserve as of December 31, 2001 for Poles, Towers and Fixtures Account 355
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