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Question No. 33-23:

Depreciation – Please provide all support and justification for assuming that the past 10-15 years for life analyses, and the past 5 years for salvage and cost of removal analyses are adequate to establish trends for depreciation rate setting.

Supplemental Response No. 33-23:

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.

These periods of time are selected to recognize that recent experience is often a reasonable indication of the future.  The period is longer for life analysis than for salvage and cost of removal analysis, because of the nature of the respective analysis processes.  The shorter period is appropriate for salvage and cost of removal, because this analysis is by transaction year and the life analysis is by vintage year.

The analysis processes are discussed on pages 9, 10 and 11 of Exhibit JSF-3 and the analyses themselves are included in the Life Analysis and Salvage and Cost of Removal Analysis sub-sections of the Transmission Plant Depreciation, Distribution Plant Depreciation and General Plant Depreciation sections 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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