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Question No. 33-17:

Depreciation – Regarding the specific evaluation performed on the results of the salvage and cost removal analysis as referred to at the top of page 12 of Exhibit JSF-3, please provide the following:

a.
Identification of each item evaluated.

b.
A detailed narrative of the evaluation process for each item evaluated.

c.
The specific data reviewed for each separate evaluation.

d.
A detailed narrative, by account, identifying how each evaluation modified the numerical results of the historic salvage and cost of removal analyses, as well as all underlying support and justification for any modification.

e.
The specific level of impact, by account or level analyzed, that each evaluation had as well as all support and justification for the quantification of the impact resulting from the evaluation compared to the results that would have transpired prior to each modification.

Supplemental Response No. 33-17:

a.
This supplemental response reflects the fact that Mr. Ferguson's four volumes of depreciation study work papers to which the original response was directed were combined into two volumes when put into the AEP voluminous room in Austin.

The requested evaluations are discussed on pages 7, 8, 10, 11, 12 and 13 and in the second paragraph for each depreciable property group on pages 14 through 27 of Mr. Ferguson's Exhibit JSF-3, and in the two volumes of study work papers that are available for review at the Austin offices of American Electric Power Company (AEP), 400 West 15th Street, Suite 610, Austin Texas 78701, telephone number (512) 481-4547, during normal business hours.

Pages 14 through 27 of Exhibit JSF-3 discuss the bases for selection of the mortality characteristics utilized to calculate the study depreciation rate for each depreciable property group (primary plant account or subaccount).  The first paragraph for each property group covers the average service life and Iowa curve, and the second paragraph covers the salvage and cost of removal factor.

The two volumes of work papers are comprised of five sections, Book Reserve Allocation (pages 2 - 48), Transmission Plant Depreciation (pages 49 - 337), Distribution Plant Depreciation (pages 338 - 780), General Plant Depreciation (pages 781 - 870), and Depreciation Notes (pages 871 - 1037).  The Transmission Plant Depreciation, Distribution Plant Depreciation and General Plant Depreciation sections are organized by depreciable property group, and the Depreciation Notes section is organized by functional property group.

The first item in the Transmission Plant Depreciation, Distribution Plant Depreciation and General Plant Depreciation sections is a table showing the remaining life depreciation rate calculation for each depreciable property group making up the functional group.  The following sub-sections are included in that portion of each of the three sections that is applicable to each depreciable property group.

Top Sheet - Listing of the mortality characteristics and the depreciation rate for the existing depreciation rates and the 1993 study and 1998 study rates, summary of the life analysis results and discussion of the basis for selecting the average service life and Iowa curve for the 1998 study, and summary of the salvage and cost of removal analysis results and discussion of the basis for selecting the salvage and cost of removal factors for the 1998 study.

Theoretical Reserve Calculation - Computer printout of the calculation.

Addition and Retirement Ratio Graph - Annual plant additions and retirements expressed as percentages of the beginning plant balance for the period 1960 through 1998.

Age of Retirements Graph - Average dollar age of the annual retirements for the period 1960 through 1998.

Addition and Retirement Ratio Calculation - Calculation of the ratios for the Addition and Retirement Ratio Graph.

Life Analysis - Graphs of the actual survivor curves for the periods of retirement experience analyzed and, for each period of retirement experience, of the actual survivor curve and the Iowa curve fitted to it.  Graphs of the actual survivor curves for the 1989 through 1993 
and 1994 through 1998 experience and, for each period of retirement experience, of the actual survivor curve and the Iowa curve fitted to it.  Computer printout of the life analysis, consisting of a summary of the annual retirements and their average dollar age, a summary of the December 31, 1998 surviving plant balance, retirements and the calculated gross additions for each vintage year, and the calculation of the actual survivor curve for each period of retirement experience analyzed.

Salvage and Cost of Removal Analysis (by functional property group) - Graph of the five-year rolling average of the experienced salvage factors and cost of removal factors, with the factors shown at the ending year of each five-year band.  Computer printout showing the salvage and cost of removal analysis and the calculations of the factors for annual, rolling and shrinking bands of experience.

Second Step of Salvage and Cost of Removal Analysis (by depreciable property group) - Calculation of the average dollar age of the 1984 through 1998 retirements, of the average age expected upon retirement of all the surviving property, and of the cost of removal factor that would have been experienced if these retirements had been of the age expected upon retirement rather than the actual lower age.

Circumstances precluded preparation of some of the above work paper sub-sections for certain property groups.  Therefore, not every property group has every sub-section.  For example, the General Plant Depreciation section does not include Addition and Retirement Ratio Graphs, Age of Retirements Graphs, Addition and Retirement Ratio Calculations, and Life Analysis sub-sections for those depreciable property groups for which age is the basis for recording retirements, because the reason for this basis of recording retirements precludes a life analysis from being meaningful.

The first sub-section of the Depreciation Notes section is for work papers that pertain to more than one of the three functional property groups, and consists of a tabulation of surviving quantity and investment balances for certain property types.  The other three sub-sections are for work papers that apply to that functional property group, and are comprised primarily of the following items.

Interview Notes - Notes of interviews of CSW and CPL accounting, engineering and operating personnel.

Unitization Backlog Analysis - Computer printout of the analysis.

Life Analysis Notes - For each depreciable property group, tabulation of the 1993 and 1998 study average service life and Iowa curve fits and selections, discussion of the 1998 study average service life and Iowa curve selections, and 1993 study survivor curves.

Salvage and Cost of Removal Analysis Notes - For each depreciable property group, tabulation of the 1993 and 1998 study experienced salvage and cost of removal factors and selections, discussion of the 1998 study salvage and cost of removal factor selections, and 1993 study salvage and cost of removal analysis.

Additional items are included for some property groups.  For example, a tabulation of building investment by location is included for Account 390.

b.
This supplemental response reflects the fact that Mr. Ferguson's four volumes of depreciation study work papers to which the original response was directed were combined into two volumes when put into the AEP voluminous room in Austin.

The evaluations are discussed on pages 7, 8, 10, 11, 12 and 13 and in the second paragraph for each depreciable property group on pages 14 through 27 of Exhibit JSF-3, in the Top Sheet sub-sections of the Transmission Plant Depreciation, Distribution Plant Depreciation and General Plant Depreciation sections of the work papers, and in the Salvage and Cost of Removal Notes sub-section of the Depreciation Notes section of the work papers that are available for review at the Austin offices of American Electric Power Company (AEP), 400 West 15th Street, Suite 610, Austin Texas 78701, telephone number (512) 481-4547, during normal business hours.
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