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invoice caused the Other O&M category lead days to be understated by 0.47 days (1.45 x
0.3259). A loss of 0.47 lead days for this Other O&M category that has a $233,838
average daily balance increases rate base by $109,904 ($233,838 x 0.47). Using a 12%

grossed-up overall cost of capital for illustrative purposes yields a $13,188 increase in

revenue requirements. In other words, the Company saved customers $883.33 by taking a

discount, but wants to charge them $13,188 for its efforts. This is not appropriate.

An example of Mr. Gallagher’s failure to capture the correct service period can be seen
on sample item 13 in the $25,000 to $50,000 stratum. This particular invoice clearly
identifies the service period by stating “for services from 5/31/2008 to 6/27/2008.%7¢
Unfortunately, Mr. Gallagher relied on a July 2, 2008 date as the service period.2”

WHAT IS THE IMPACT OF THE VARIOUS CORRECTIONS THAT YOU
RECOMMEND TO THE OTHER O&M LEAD DAYS PROPOSED BY MR.
GALLAGHER?

As set forth on Schedule (JP-5), the numerous recommended corrections to the Other

O&M category increase the Company proposed 28.55 lead days to 44.07 lead days.

SECTION VII: RIVER BEND DECOMMISSIONING REVENUE

°

REQUIREMENT

WHAT IS THE ISSUE IN THIS PORTION OF YOUR TESTIMONY?

This portion of my testimony addresses the Company’s request for decommissioning
expense revenue requirements associated with River Bend. To the extent the Commission
has authority to address this issue, I recommend that the Company’s request for a $2.8
million decommissioning expense annual revenue requirement be reversed and the

existing $0-level of decommissioning expense be retained.

276 Company Workpaper WP/E-4 page 1026.
714., at page 972 for sample number 13.
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WHY DO YOU STATE THAT THE COMMISSION MAY NOT HAVE
AUTHORITY TO RULE ON DECOMMISSIONING REVENUE
REQUIREMENT MATTERS?

It is my understanding that Cities® witness Mr. Brazell will be addressing this issue as to
whether the Commission has authority to impact a FERC established tariff. However, to
the extent that the Commission believes it has authority to address this issue, 1
recommend the retention of the $0-level of decommissioning expense revenue

requirements.

WHAT DOES THE COMPANY REQUEST REGARDING DECOMMISSIONING
REVENUE REQUIREMENTS?

Mr. Gillam states that the Company is requesting $2.8 million of annual
decommissioning expense.”’® This represents a $2.8 million increase from the existing

$0-level of expense.

WHAT IS THE COMPANY’S BASIS FOR REQUESTING A $2.8 MILLION
REVENUE REQUIREMENT FOR DECOMMISSIONING ACTIVITIES?

The existing $0-level of decommissioning expense is predicated on Item 9 of the
Settlement Term sheet in Docket No. 34800. Item 9 states that nuclear depreciation and
decommissioning amounts reflect the life extension of River Bend. In other words, while
the Company has not formally received the 20-year life extension from the NRC for
River Bend, it did recognize the impact of such extension for ratemaking purposes in its
settlement of Docket No. 34800. Now in this case, Mr. Gillam bases his analysis for
decommissioning revenue requirements on the initial 40-year life span versus a 60-year

life span for River Bend.?™

IS THE COMPANY’S REVERSAL OF POSITION APPROPRIATE?
No. The industry as a whole has embarked on and received approval for 20-year license

extensions for various nuclear power plants. Indeed, Entergy Corporation has already

278 Direct Testimony of Mr. Gillam at page 3.
?” Gillam Exhibit PEG-3.
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received 20-year license extensions for nuclear units and is in the process of seeking 20-
year license extensions for several other nuclear generating facilities. In addition, the
NRC has been given a formal notice that a license extension will be requested for the
River Bend station. Thus, the industry, the Company’s parent, and the Company all

recognize the change in life expectancy for nuclear generating facilities such as River
Bend.

HOW DID MR. GILLAM DEVELOP HIS $2.8 MILLION ESTIMATE?

Mr. Gillam developed an analysis that reflected estimation of future decommissioning
costs, earning rates for different types of external funds, cost escalation rates,
management fee levels, as well as other variables. Mr. Gillam estimated these variables

through the year 2034, or approximately 25 years into the future.?*’

HOW DOES THE 20-YEAR LIFE EXTENSION AFFECT THE CALCULATION
EMPLOYED BY MR. GILLAM?

Given that the Company’s earnings rate for its trust funds are higher than its estimated
cost escalation rates yields the straightforward conclusion that a 20-year life extension
will reduce the need for additional customer funding of the external trust funds
requirements. In other words, estimated earning rates of 4.51% and higher are greater
than the assured 4.25% cost escalation rate. Therefore, the further out into the future the
decommissioning process is moved the lesser is the need for further customer

contribution to the external funds.

%% Direct Testimony of Mr. Gillam at pages 4-6, and Exhibit PBG-3.
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ARE THERE PROBLEMS WITH MR. GILLAM’S ANALYSES PRIOR TO
RECOGNITION OF A 20-YEAR LIFE EXTENSION FOR RIVER BEND?

Yes. Mr. Gillam relies on an excessive Texas retail allocation factor (i.e., 42.73% versus
42.5%).28! Mr. Gillam’s analysis also understates the starting balance of both external
funds by millions of dollars.?®? In addition, Mr. Gillam only addresses future assumed
cost escalation for decommissioning activities and fails to address productivity gains or

other cost reduction factors.

HAVE YOU ANALYZED THE IMPACT ON THE EXPECTED
DECOMMISSIONING REVENUE REQUIREMENT FUNDS FOR A 20-YEAR
LIFE EXTENSION?

Yes. Recognition of a 20-year life extension for the River Bend station would eliminate
the Company’s $2.8 million requested revenue requirements for decommissioning.
Recognition of the 20-year life extension in conjunction with the correction noted above
would further result in the fact that Texas retail customers have already overpaid their

annual decommissioning funding requirements.

HAVE TEXAS CUSTOMERS BEEN TREATED FAIRLY IN THE
DECOMMISSIONING FUNDING PROCESS?

No. Even though ETI is responsible for approximately 42.5% of River Bend and EGSL is
responsible for approximately 57.5%, the same situation does not exist for the
decommissioning fund balance. As of December 31, 2009, Texas retail customers’ trust
fund balance was $101 million out of the total $153.5 million balance.?®® Thus, while
Texas retail customers have only 42.5% of the plant they have contributed 66% of the
total decommissioning fund balance. In other words, Texas retail customers have
historically done what was thought to be the “right thing” and contributed to the fund in a

responsible, but excessive, manner.

281 1d,, at Exhibit PBG-3.
282 Response to Rose City 10-3.
283 Response to Rose City 10-3 and 10-2.
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HAVE TEXAS RETAIL CUSTOMERS BEEN REWARDED FOR DOING THE
“RIGHT THING”?

No. As stated elsewhere in my testimony, the nation as well as the world experienced a
financial meltdown in the second half of 2008. Due to the dramatic declines in the equity
markets Texas retail customers lost more money than their counterparts in Louisiana.
Indeed, Company witness Mr. Caruso stated that “the jurisdiction that has accumulated
the most balance [Texas retail customers] is going to have a bigger share of the gain or
loss.”?®* Mr. Caruso was right, Texas retail customers have suffered to date much more
than their counterparts in Louisiana. First they paid more, then lost more in the
worldwide financial meltdown in 2008, and now are being asked to make up for those
losses. The Company’s decommissioning trust fund treatment of Texas retail customers

has not been equitable compared to Louisiana customers.

WHAT DO YOU RECOMMEND?

I recommend the retention of the current $0-level of decommissioning expense. The 20-
year life extension and correction of certain errors would eliminate the Company’s
request. Additional factors must also be considered. First, even slight increase in the
earnings rates or slight decline in the cost escalation factor would further eliminate the
need for any current contribution. Indeed, EGSL employs a 2.5% decommissioning cost
escalation factor in Louisiana and a 5.7% earnings growth rate.”®® If either of these
factors were employed in Texas, the result would be further support for a $0-level of
decommissioning accrual. Next, any recognition of gains in productivity would also
reduce the need for any further decommissioning contributions. This concept is
significant given the decommissioning cost estimate have a built in contingency factor.
The only necessary contingency factor is time itself. As more time passes, and there is
more than 35 years until the 20-year life extension expires, costs, productivity, earnings
and other factors will be known with greater certainty. Another consideration for totally
eliminating the requested revenue requirements is the fact that if the actual

decommissioning process were delayed for a short period, after retirement, it would result

284 Deposition of Mr. Caruso on April 29, 2010 at TR 54.
25 Entergy Corporation August 13, 2009 letter to the NRC regarding the “Decommissioning Funding Assurance

Plans.”
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in the current fund levels being even more excessive. Therefore, there is no reason to

change the current contribution level at this time.

SECTION VIII:  RIVER BEND DEPRECIATION RATES

°

WHAT IS THE ISSUE IN THIS PORTION OF YOUR TESTIMONY?

The Company has included a River Bend depreciation analysis in its filing. City witness
Mr. Brazell will address whether the Commission has authority to set a depreciation rate
for the River Bend station. However, to the extent the Commission does set depreciation
rate, the rate proposed by the Company must be reduced to reflect the elimination of

interim retirements and a 20-year license extension.

WHAT DEPRECIATION RATE DOES THE COMPANY REQUEST FOR RIVER
BEND?

As set forth in Company witness Mr. Spanos’ Exhibit JJS-2, the Company seeks a
composite depreciation rate for its nuclear plant investment of 3.6%. This rate is
comprised of individual rates for the individual plant accounts and reflects the
recognition of interim retirements, an ELG calculation procedure, and a 40-year life span

rather than a 60-year life span.

ARE THE RATES PROPOSED BY THE COMPANY APPROPRIATE AND
REASONABLE?

No. As previously noted under the depreciation section of my testimony, the Commission
has historically denied the inclusion of interim retirements. The current rates for River
Bend do not reflect the impact of interim retirements. In addition, also discussed in the
depreciation section of my testimony, the use of the ELG depreciation procedure is
inappropriate. Finally, the life span proposed by the Company is artificially short based

on the available facts.
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RIVER BEND DEPRECIATION RATES

Account ETI Cities
321 2.99% 1.33%
322 3.67% 1.53%
323 4.24% 1.66%
324 3.14% 1.32%
325 5.03% | 2.10%

Total 3.36% 1.42%

As can be seen in the table above, the 20-year life extension and elimination of interim

retirements significantly reduces the necessary depreciation rates and depreciation

expense requested by the Company by $26,671,803 for the Texas jurisdiction based on

plant as of December 31, 2008.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes. However to the extent I have not addressed an issue, method, procedure, etc., that

should not be construed that I am in agreement with the Company’s issue, method,

procedure, etc.

150




%66'T TIB'ELES
%80 €L1'607S
%68'0 967999
%S.LT  £€59'889%
%TS'T  LV6'STLS
%06'T £61'0£7$
%0S'T  08V'v6TS
%L8°0 1¥9.'056%
%82'C T199°LES
%60°0- (1ZS$)
%060  L6S'65TS
%LET  €T9'S9S
%.8'0 ¥8T'69TS
%S’z EVS'TS
%790  89£'89S
%ST0  T6V'ES
%ET0  008°€S
%SL'0  8¥L9LTS
%98°0  788'€LS
%950  ZEV'9ES
%IT0T  THEETS
%890 868'€S
%62  9I8'LES
(u) (3)
aley |entidy

uonepaidag [enuuy

940 T 39Vd
(T-dr) 3INA3IHIS

05°9¢
05°s¢e
05°S¢€
05°0¢
05°€C
0s°'0¢
0s°0¢

09°S€
05°L¢C
0s’ce
09'te
0S°ve
0s've
05°L¢
09°L¢
0s'9¢
05°'se
09°'S¢E
050t
0s5’ec
05°0¢
05°0¢

)
BT

Suluieway 9|qeasdag 1aN

220°906'65 €47'506'8S
9€9'STY LS TZS'€ES9TS
LET'909°€TS Y78 LEETSS
906'€00TZS TTL'9TE 8TS
TSL'VT89TS 006'S99'TTS
¥96'8TL VS 86TVOV'LS
£¥8'986'€S 6€L'S868S
980'8SE‘TES STY'766°LLS
CEV'EEE 1S 6ISVIES
(zee'vTs) 85978S%
205'969'8$ L18'T66'6TS
89€861°CS TTv'995$
¥58/9€8'SS OT¥'8V9ETS
SYZ'esS 199°6$
STT'088'TS ¥2.'880°6$
ST0'96$ LSE9ZETS
€T£°001$ TET'VESTS
EVSVLT'9S TLO'EVTLTS
708'279°CS 068'6T6SS
ELT'TTTTS 8SE'V8ESS
TIS'ETES 819°800°TS
L06°6LS TTE‘S6PS
LTTSLLS 99€°1/8%
(3) (p)
800¢/TE/TT 800¢/TE/C1
OAJaS3Y

0s
0S
0$
0s
0s
0s
0s

0$
03
0s
0$
0$
0s
0s
0s
0$
0$

800¢/T€/2ZT A3AN3 aoiyad
"DNI ‘S¥X3L ADYILN3I ¥O4
S3LVY NOLLVID3¥d3a AINIWINODIIY S3LLD

()
H

%0
%0
%0
%0
%0
%0
%0

%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0

(a)
%

wmm>_mm ION

S67'T18'8TS
LST'65S6'€TS
190'P¥6'vLS
8T9°0£€'6€S
759'061°87$
T9T'ETT TS
78S°7L6°TTS

10S‘0S€'60TS
TS6'L¥9TS
9Z€'89S$S
61£'689'82%
68L'V9L'TS
¥92'S8Y'6TS
906'79%
6v8'896°0TS
TLETIY'TS
SY6‘PE9'TS
ST9'LTSETS
769°TPS8S
T€S'S61'9S
6CT'TLETS
6TT'SLSS
€65'759'T$

(e)

800¢/1€/CT

aduejeg

T D sima]
wo) aulqes
S aulqes
¥ aulqes
€ |uiges
Z |uiqes
T sulqes

[4%3
T1€(ej0l
do) ajpuids
walsAg
g UOS|aN
HR0 UOS|aN
€ unfe) Sig
w) unfe) 8ig
w) 3D sima
2D sima
T 3D siman
wo) auiqes
G suiqes
¥ suiqes
€ auiqes
Z aulqes
T suiqes

ITE

TUNOJOY

|50



GESIVRTS
%000 0%
%000 0S
%ET'T  6L0°0STS
%08'T  8T6$
%EC'T  0E8T6TS
%SLT  6LS
%19 S6TLS
%S0'T  OT'60TS
%TS'T  TST'S6TS
%707  988°61S
%160 808'65YS
%¥9'0  LOL'09TS
%I8T 0T0'S9ES
%S0 980'9SS
%TT0  LSY'OES
6¥8'€9TSS

%000 0%
%000 0%
%00T T1ZS'€86$
%0S'CT  879'99$
%9T'T  921°209$
%9V'T  €6L'STS
%ET'T  T180'LES
%L6'T  LLV'TLES

(u) (8)

oley |enJady

uonepaidaq [enuuy

940 ¢ 319Vd
(T-dr) 3INA3IHIS

0s'ce
05°¢c
os've
0s've
0542
05°LC
05°9¢C
0s9'se
05°'S¢
050t
0s°'€t
05°0¢
05°0¢

0g9’ce
0S°ee
0s've
0S've
05°L¢C
05°LC
)
a4l

Suluteway 3jqepalsdaq 1°N

868'969'55% €9€'G9£°92TS
0S 0S
0$ 0s
6v9'LLE°8S SO8'V8L'ETS
¥80'TES 695°0Z$
GT1'8199$ L£6'876'8S
0TL'TS 1ST$
909'00Z$ TIT'6LS
98/'800°€$ 970'STY’LS
99T‘¥LT'SS £86°659°LS
€¥6'S0LS 122'08¢$
L9T'ETEITS 099'6607€S$
€95'T06'YS 757'190°02%
v16°1158S YSETYITTS
89L'6¥T'TS EVE‘00L°6S
L9E'VT9$ 9¥6'780'€TS
TTL'06S'SSTS  00L'€LT'TETS
0S 0S
0$ 0s$
L96'LY6'TES 661'56959%
Z XA TA4 6S6°L2YS
€9¢€'€4L'0TS €09'ZT6'0€S
7.8°688% ZIV'6S1S
LTL'6TO'TS 6ET'€ST'TS
909‘STZ'0TS 80¥'9798S
(®@) (p)
800Z/TE/TT 800¢/TE/TT
OAI9SOY

0%
03
0$
0$
0%
0%
0s
0s
0%
0s
0S
0s
0s
0$
0s
0s

0s
0%
0s
0s
0$
0S
0$
0s
0s

800¢/T€/CT A3IAN3 AOIY¥Ad

%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0

%0
%0
%0
%0
%0
%0
%0
%0
() (a)
S %
SBeAleS N

"INI ‘SUX3L ADHILN] HO4
S31VY NOILVIDA¥d3A GININNO0IIY SILLD

192'T9¥'Z8TS
03

0s
vSy'zot'zes
€59'15$
790LYS'STS
198C$
8TL642S
TI8'EEVOTS
€ST'VEBTTS
¥91°986%
LT8°TTY'0SS
S08‘796'vTS
8ze‘0zT'0Ts
TTT°0S8°0TS
€TEL0LETS

6097Z8'98¢€S$
05
0s
99T‘€¥9'86$
€86'659°C$
996°G89°TSS
¥8Z'6¥0°TS
958'7LT'ES
¥T0Z¥88TS
(e)
800Z/TE/TT

aojuejeg

vig|ejol
doy 3jpuids
waisAs
9 UOS|aN
930 UOS|aN
g unle) 3ig
w) unfe) g
W) 3D simaT
¢ AD sima
TAD sima
wo) aulqes
q aulges
¥ sulqes
€ aulqes
¢ auiges
T aulqes

1443
cle|eol
do] ajpuids
walsAs
9 UOS|aN
50 UOs|aN
€ unfe) Sig
w) unfe) 8ig
w) 3D siman
)0 sima

JUN0JJY

157



%950  £L0T'SS
%000 0$
%000 0%
%IS'T  S69'09%
%000 0S
%TT'E 6495
%000 0%
%05y  998'SS
%000 0$
%ITT  vL8'TYT'TS
%000 0%
%ZT'T  L90'TS
%P0'T  ¥L£'607S
%9€'T  €LT1'9S
%960  L98°0TTS
%SET  TTOTS
%86'T LOS'TLS
%08'T  07999$
%EL'T  L1T'S8S
%E6'T  9£9'€TS
%P0'T  TYE'9TTS
%I80 YOv'LSS
%ES'0  0ES'SYS
%YS'0  VTL'8TS
%L6'T €6E8TTS
(u) (8)
9ley jeniddy

uonepaidag [enuuy

940 € 39Vd
(T-dr) 3INA3IHDS

05°£C
0s°LT
05°9¢
05°'S€E
05°'SE
05°0¢
09°'€¢
0s°0C
0S5°0¢

09°LC
09°¢ce
09'ee
0S've
0S've
09°Lt
0s°LC
0§°9¢
09's¢
09°5¢€
09°0¢
05°€el
0s°0¢
0502

)
el

Suiuieway 9|qealdaqg 19N

SOZ'EVTS 000°76.$
0s 0s
0s 0S
€89'VST‘TS 88T'TES'TS
0s 0s
60£'0T$ 960'TS
0s 0s
SY0‘0zTS 780°01$
0s 0s
vOv'LST'SES LYO'LEE6SS
0S 0s
VAT T4 ¥€8'99S
rrO'vT0'LS VY TTTETS
6LL902$ ¥£0°6SS
L06'7T8'ES LLL'69L°LS
61L'69$ TLE9TS
0E¥'996'TS 967'9€9°TS$
8¥0'TE8'TS S6v'vL8TS
€92'852°CS T09'€99'TS
180°68€VS 787'€T0CS
160'S€0'8S €€0'679'€TS
878°0SLTS 192'TSE'SS
296'690°TS 8TLVYY' VS
0S8'€8€ES EVP'TOT'ES
8v0°LZ¥'TS 8St'€85'€S
(®) (p)
800¢/TE/CT 800¢/TE/TT
9AI3S9Y

0s
0s$
0s
0s
0s
0s
0S
0s
0s

0s
03
0s
0%
0$
0s
0s
0$
0s
0$
0$
0s
0s
0%
0s
0$

800Z/T€/TT d3AN3 AOIY¥3d
*JNI ‘SYX3L ADHILNI YOS
$31VY NOILVIDOI¥d3IA GINIWINODIIY SIILD

()
S

%0
%0
%0
%0
%0
%0
%0
%0
%0

%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0
%0

(a)
%

33eAes 1oN

S0T'L£€6S
0S

0s
1/8'G86'€S
0s
S08'1ZS
0s
LTT'0ETS
0s

1SY'v65'176S
03

881°S6S
L8P9ET 0TS
€18'T9ZS
¥89'¥6STTS
160'98S
97L709°€S
E¥S‘90L'ES
¥98°126'VS
€9€°2TY9S
vZT'v99'12S
680°20TLS
089'vTS'SS
£67'S8Y°ES
905‘0T09$

(e)
800C/TE/TT

aduejeg

w) %D Sima
71D sima1
1D siman

wo) auiqes

G auiqes

v auiqes

€ aulqes

Z duiqes

T aulqes
9T€

gTe el

do] ajpuids

wajsAs

9 UOS|aN

910 UOS|SN
€ unfe) 819

w) unfe) dig

w) D Sima
1D sima
T 1D simaT

wio) aulges
G aulges
¥ auiges
€ dulqes
Z suiqes
T aulqes
STE

JUN0JDY

154



TLSTIL'ETS
%.6'0 896'1S
%6E£T  ¥69'LS
%STT T9LL69'ES
%ET'T  TIL'S99'ES
%0L'0  €98°9LTS
%E9'T  LST'E6V'SS
%96'T  LEETTVS
%6L0 8T6'9VTS
%.T'0 SEVS
%8T'T  09S'vrT'6S
8ETOVTS

%000 0%
%ZT'T  CTO8'vES
%L0T  S9SVIS
%09'C  L8T'VS
%ST'T  T0S‘8S
%90'C  SP9'SS

(W) (3)

aley jenaddy

uonepaidaq [enuuy

90S€V6'18SS

8T0'629'Z€TS

(S82‘8SET9S)

6ETVTITESLS

99'6€ 950'8.S 70L7TTS 03 %0  8S.7C0Z%
TL9€ 075°78¢$ 8/¥'6€S 0$ %0  866'TTES
T0'EY 969°0V0'6STS  78£'905'8€S  (ETS'PT6'TES) %0Z- S9S'TTOVITS
80'8Y 098°6¥2'9LTS  005'899'8€S  (2/9'€86'TVS) %SC- 889VEGTLIS
STVE 955°450'9$ 098°€¥9'02S  (96V'TLT'TS) %S-  0T6'6TV'STS
69°L€ 898°0V0°£0ZS  86L'600'VTTS  €OV'Z68°9TS %S  OLO'8V6'LEES
v6°LE L€S'S86'STS 229°019'9S (800'9£0'TS) %S-  TST'0TSTTS
69'69 €T¥'802°LTS 9/9'STO'VTS 0s %0  680VETTES
0L'6 9TZ'VvS 16S°TSZS 0s %0  L08'SSTS
6T0'68€'787S  €86'¥89'T0SS  0S 9/E'V66°€8LS
606'98¥'vS 8SY'9TE9S 0s ¥SS‘€92°0TS
- 0s 0S 0s %0  0S
¥5'ST 6£8'888$ 9¥6'922'TS 0$ %0  S8L'STT'ES
0S'€€ v€6°L8YS 997'898$ 0$ %0  00Z'9SE‘TS
0S'€€ 9T9'EVTS 8¥0'1ZS 0$ %0  t99V9TS
0S¢ LTE'E6TS vIE'SHYS 0s %0  T€9'8€LS
0S¢ 8vL'V6TS S0L'8LS 0s %0  E€SV'€ELTS
) (@) (p) () (a) (e)
an 800Z/TE/CT 800¢/TE/CT S % 800Z/T€/CT
Sululeway 9jqenasdag 19N AIDS3Y E:CEFEN aouejeg

800¢/T€E/TT A3AN3 AOI¥3d

*JNI ‘SYX3IL ADYILN] HOS

940 ¥ 39Vd
(T-dr) 3INA3IHDS

S31VvY NOILYID3dd3Id G3ININNO0I3Y S3ILD

6S€
85¢
95¢
GSE
1413
1313
[413
0S¢

‘suelj jejlol

uoissiwsues]
'poid JopAH
wieals |ejol

91€ |ejol
doj sjpuids
walsAs

9 UOS|aN
D0 UOS|aN
€ unfe) 8ig
w) unfe) Sig

TUN0JDY

5



%TO'0T TLT'SPS
%CT'?  98S'TOES
%L9'9  9TY'VICS
%0S°9T Z8I'STS
%99 O00T‘€ESS
%0L°L TST'168S
%000 0S
%vL'S  986°t€VS
%09'T  €91°T98$
818'269°7€$
%90'T  8LETS
%LTT  9ST98YS
%Yy'Z  €ST9TOTS
%E8'E  806'€ETTTS
%69'€  SVL'680°CS
%SOt  €ES'TIETS
%v9'€  €97°/8E'8S
%Z0'€  ¥S6'T60°€S
%LLT  TLO'SESS
%SS'T  Y6v'0LTVS
%LTE  96V'€CS'SS
%Iv'T  STS'€8TTS
%98'T  VYE'BETS
%780 LOL'€6S
(u) (3)
oley |enidoy

uonepaidag [enuuy

9310 S315vd

(T-dr) 3INA3IHDS

00t
SE'ql
6T'L
9T’y
[4:%3
SE'8

SE'S
ET’ov

0T'6e
6.'6¢
1¢Le
90'6T
S9'1¢
LT'EC
9r'S¢
£€6'9¢
99'6v
ve'6c
60'9¢
v ae
91've
0569

)
B

Sululeway ajqeaisdaqg 1N

LTS'SETS
8Y€'629'VS
8v9'TYS 1S
6ST'€9S
€91°80Z$
SY6'TrY LS
0s
GTE'SETS
L9V895VES

€TY'087'188%
S00vSS
EET'PPE6TS
SYT'TS9LTS
260°L6TTVS
686'TYT'SYS
60L'9TL VPSS
97L'6€SETTS
95EVLT'08S
169'69vT¥S
862'962°SZTS
€00'80T‘V¥TS
SLL'EBELLS
0£8'STL'VS
095'S£5‘SS

(3)
800Z/TE/TT

€/5'STES 0$ %0
0€0'669'TS 0s %0
LL6°TLI'TS 0s %0
678'82S 0$ %0
0S6°£8SS 0$ %0
TTOZET'YS 0s %0
97.'69% 0$ %0
086°C6¥S (43213 %S
¥69'66T6TS 0$ %0
Svv'080°zLTS  (ovv'ovL'LTS)
€1.T0TS (€56'GCS) %02-
S00°2L0'TS 0s %0
OT9'T96°ETS 0s %0
T0Z'TYSSTS 0$ %0
GE6'TTOLTS  (679'659°GS)  %O0T-
860°LYE'6S (z86'c78'SS)  %01-
TLY'TO0LTS 0$ %0
voTLSh'Lzs  (0TE'STT'SS)  %S-
855'9/2°SS 0s %0
168°797'sTS ¥64'87L°9TS %0T
79€‘861'SLS  (Z6E°8L9°0SS) %0€E-
¥8S°0LTVSS SLY'STT'ETS %ST
TrY'vLOES (Trv'TLES)  %S-
0S¥‘'108'SS 0$ %0
(p) (d) (a)
800¢/TE/CT S %
ENSELEN| 98eAJES 19N

8002/1€/ZT G3AN3 QON3d

*INI ‘SYX31 ADH3IN3 ¥O4

$31vY NOILVIDIUdIA AANININOIIY S3LLD

060'TSVS
8LE'BTELS
ST9'VTIT'eS
886'16%
€0T'96.L$
956'€LSTTS
92/'69$
££9°99L$
T9T‘8SL'€SS

6T¥'0Z8'STT'TS

G9/'6CTS
8ET'9TYV'TTS
GS8'ETI'TYS
v62'6€LLSS
S67°965°95S
G78°'6£7'8SS
L6T'TYS'0€TS
012'905°20TS
6v2'ovT LYS
€¥6'L8C'L9TS
€16°L76'89TS
GE8'69LVSTS
0€8‘8TY'LS
OTO'LLE'TTS

(e)
800¢/TE/CT

aduejeq

S6¢
14°)2
£6¢€
6¢

€16t
¢'leE
'16E
T'16¢E

06¢€

|esauan

151@ 1ejol

CeLe

€LE
TLE
0Le

'69¢
1°69¢

89¢
L9¢
99¢
S9¢
9t
[4:13
19¢
09¢

uonnqgasia

1UnoJJYy

16D



‘(e) uwnjo) Aq papiatp (8) uwn|o) :

(3) uwnjo) Aq papialp (3) uwinjo) :

‘(p) uwin|o) ss3| (9) uwNjo) ssaj (8) UwWN(O) :

*(g) uwnjo) sawn (e) uwn|o) :

*AuowISa) SNO( “JIAl U] PasSNIsIp Se sjuswisnipe papuawiwodas sail) :
"7S-TS so8ed 1e T-Sfr HqIyx3

(8L1'7969S$)
181'6Z0°9TTS
€00°,90°65$ 1€9'S6T'C08'TS PLELTTTLOTS (€6E°09068S)
6T9°LIV'ES LLV'8LE LSS LEETLY'SIS TEE8ES
%00°0T 0LL7TLS s TTV'v6€S P0S€EES 03 %0
%LV'T  88Y'7T99S 6L'L 8//1°091°SS 086'6v9'TTS 0s %0
%000 0$ - 0$ 0Z,'0S8CTS 0s %0
%TL'S  9ETVTTS 18°C1T 98T'TL8°TS €00°0S0'TS 0S %0
%YT'9  69ETES 8Tt 6€S'8ETS 09€'88€S 0$ %0
(u) (8) 0 (®) (p) () (q)
a1ey [eNI2dY 3N 800¢/TE/CT 800Z/TE/TT S %
uénepasdag [enuuy  Sujulewsy ajqerasdaq 1aN EYSEEN] EX-ENEREN
800¢/1€/¢1 AIAN3 AOIY¥3d
*JNI ‘S¥X31 ADYILN3 HOd
S3LVH NOLLYID3¥dIAa AINIFNINODIY S3ILID
940 9 35vd

(T-dr) 31INA3IHDS

(4) uwnjod
(8) uwnjo)
(3) uwinjo)
(2) uwnjod

(38 q) suwn|o)
(p 3 &) suwno)

SIONIYI4FY ANV SINYNOS

£86°TL1°98L°TS

9v1‘888TCTS

ST6'LTLS
85£°0T8'9Z$
0ZL'0S8°TTS
681‘TZ6'ES
668°97SS
()

800¢/Te/TT

aojuejeq

uswisnipy sai)
1sanbay 113
lue|d |ejol

|eJa3uan |e10]

86¢
7'L6E
[AVA13
T'/6E
96¢

TUN0JOY

|



‘(p) uwnjon sawi () uwN|oy : (8) uwnjon
"1eah 1s9) 8y} JO pua ay} jo se ajep Buipug ‘Juswyoeny ze-cl

A1 asoy 0] asuodsal wolj sajep Buipe)s "He JuNoade 1oy 600z dun ybnoay)

9002 Joquiedes “|gE pPue gL ¢ SJUNODDE 10} 6OOZ dUnf Ybnolyl £00¢ Jaquisoe( : (p) uwnjo)

(g) uwnjo) sawi} (B) UWN|o) : (9) uwnjon

'G0/91L "ON 3@%00Q Ul psjdope se ‘sjes pasodoid sjjeis ‘[-940 Juswyoeny : 16€ (9) uwn|o)

JuswIyoBNY Ze-€1L AND 8s0y 0} esuodsay : HEE 8 91€ (Q) uwnjo)

| Juswyoeny ze-cL A0 asoy 0} asuodsay : (e) uwnjo)
| S3ON3Y3334 ANV S399N0S

ShL'ovS'1LS
8.5091°9%
8.G°091°9%

€0 vcl 9%
L8€'61L$
LS1°L$
(®)
asuadxg
Buissipy

uoneziuowy JeaA ¥ YIAA @suadxy uonezipowy [enuuy

aseq ajey Ul asealoa(

1G2'90L°L$ [ejoL
8G°G €€9'860' 1S %1L8929 1£2'2S.°'L$ Juawdinb3 BulpueH eleq ¢'1L6€
€8'C Zv8'9% %LlEL'E  8£5'8LTS puag opejo] ‘dinb3°s800Y 61 YEE
8G°G z8Z'L$ %8/2C  G.2'99% doyg Jleday jsAg - “dinb3 "osIN 261 °9L€
(p) ) (@) (e)
Sles A mwcmmxm_ aley adue|eg co_ga_._owwn_ JUNoJVY
mc_ww_S_ co_“m_omhmwﬁ_ juejd

JO¥YT NOILVIOIFAdAA aINAOIV AT1Nd
S."ONI SYX31L AD¥3LN3
H04 NOILOTHAOI AAANIWINODTY S3ILID

(z-dr) 37na3HoS

b3



SCHEDULE (JP-3)

CITIES RECOMMENDED ADJUSTMENTS TO
ENTERGY TEXAS, INC.'S
SPINDLETOP GAS STORAGE FACILITY
TEST YEAR ENDED JUNE 30, 2009

Line Current Value Initial Capital Net
No. Description Adjustment  Adjustment Adjustment
(a) (b) (c)
1 Net Salvage Value $100,000,000
2 Initial Capital Cost $40,000,000
3 Texas Retail Factor 42.50% 42.50%
4 Texas Retail Value $42,500,000 $17,000,000
5 Remaining Life (Yr) 35.5
6 Amortization Period (Yr) 4
7 Annual Credit $1,197,183  $4,250,000
8 Remaining Life (Yr) 355
9 Depreciation Expense $478,873
10 Net Adjustment $1,197,183  $3,771,127 $4,968,310
SOURCES AND REFERENCES
Line 1 : October 18, 2004 appraisal by Hadco International.
Line 4 : Line 1 or 2 times Line 3.
Lines 5 & 8 : Reflects 65 year life span for Sabine 5.
Line 7 : Line 4 divided by Line 5 or 6.
Line 9 : Line 7 divided by Line 8.
Line 10 : Line 7 less Line 9.

|63
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SCHEDULE (JP-5)
PAGE 2 OF 6

CITIES ADJUSTMENT TO CASH WORKING CAPITAL
FOR THE OTHER O&M EXPENSE CATEGORY
ENTERGY TEXAS, INC.

TEST YEAR ENDED JUNE 30, 2009

>$100,000 Stratum
Adjusted Lead Adjusted Weighted Adj. Wght.
ltem Page Amount Amount Days Lead Days Reason Lead Days Lead Days
C) (b) (c) (d) (e) ® (9) (h)
1 $103,808 $103,898 40 40 1.6 177
2 $134,702 $134,702 40 40 2.07 2.29
3 $117,983 $117,983 60 60 2.72 3.01
3 $3,001 $3,001 91 91 0.11 0.12
3 $5,071 $5,071 122 122 0.24 0.26
4 $108,398 $108,398 65 65 2.71 2.99
5 $111,085 $111,085 40 40 1.71 1.89
6 $241,574 $241,574 40 40 3.72 4.1
7 $149,314 $149,314 40 40 2.3 2.54
8 880 $142,214 $0 -99 0 Prepayment -5.42 0
9 881 $119,657 $120,500 30 60.5 45 Net 1.38 3.1
9 881 $3,207 $3,230 59.5 89.5 45 Net 0.07 0.12
9 881 $2,443 $2,460 91 121 45 Net 0.09 0.13
10 882 $117,200 $118,026 29.5 60 45 Net 1.33 3.01
10 882 $993 $1,000 60 90 45 Net 0.02 0.04
11 $147,040 $147,040 395 39.5 223 2.47
12 884 $119,657 $120,500 46 76 45 Net 2.12 3.89
12 884 $1,092 $1,100 76 106 45 Net 0.03 0.05
13 885 $119,657 $120,500 29.5 59.5 45 Net 1.36 3.05
13 885 $1,986 $2,000 60 90 45 Net 0.05 0.08
14 886 $99,017 $99,715 295 59.5 45 Net 1.12 2.52
14 886 $4,429 $4,460 60 90 45 Net 0.1 0.17
15 $141,655 $141,655 40 40 218 2.41
16 $104,300 $104,300 395 39.5 1.58 1.75
17 889 $112,000 $0 -169.5 0 Prepayment  -7.3 0
18 892 $119,657 $120,500 31.5 61.5 45 Net 1.45 3.15
18 892 $1,986 $2,000 62 92 45 Net 0.05 0.08
19 893 $128,594 $129,500 29.5 59.5 45 Net 1.46 3.28
19 893 $1,986 $2,000 60 90 45 Net 0.05 0.08
20 894 $128,594 $129,500 60 90 45 Net 2.97 4.95
20 894 $1,986 $2,000 91 121 45 Net 0.07 0.1
20 894 35,601 $5.640 122 152 45 Net 0.26 0.36
Total $2,599,977 $2,352,652 24.43 53.77
SOURCES AND REFERENCES
Columns (a, b, d, @) : Company Workpaper WP/E-4 page 828.
Column (c) : Total after reversal of discount or removal of prepayments.
Column (d) : Reflects 45 days rather than 15 days, or 0 days for prepayments.
Column (f) : Direct testimony of Mr. Pous.

Column (h) : Column (c) divided by total for Column (c) times Column (e). ”07




SCHEDULE (JP-5)

PAGE 3 OF 6

CITIES ADJUSTMENT TO CASH WORKING CAPITAL
FOR THE OTHER O&M EXPENSE CATEGORY
ENTERGY TEXAS, INC.
TEST YEAR ENDED JUNE 30, 2009
$25,000-$50,000 Stratum

Adjusted Lead Adjusted
ltem Page Amount Amount Days Lead Days Reason
(a) (b) (c) (d) (e) )

1 $36,148 $36,148 44 44

1 $314 $314 75 75

2 $45,673 $45,673 40.5 40.5

3 $26,796 $26,796 127 127

4 $32,661 $32,661 21 21

5 $27,318 $27,318 57 57

6 $33,355 $33,355 -8 -8

7 $40,799 $40,799 455 455

7 $595 $595 76 76

8 $28,296 $28,296 133 133

9 $25,830 $25,830 19 19

10 $38,485 $38,485 -8 -8

11 $48,438 $48,438 40.5 40.5

12 1025 $37,589 $0 -175.5 0 Prepayment
13 1026 $28,638 $28,638 40 57 Service Prd.
14 $44 535 $44,535 13 13

15 $44 570 $44,570 39.5 39.5

16 1029 $45,583 $0 -99 0 Prepayment
17 $32,897 $32,897 90 90

18 $49,340 $49,340 40.5 40.5

19 $32,590 $32,590 46 46

19 $269 $269 77 77

20 $45,730 $45,730 48 48
20 $356 $356 64 64

Total $746,805 $663,633

SOURCES AND REFERENCES

Columns (a, b, d, g)

Column (c)
Column (d)

Columns (e &)

Column (h)

: Company Workpaper WP/E-4 page 972.

: Total after reversal of discount or removal of prepayments.

Weighted Adj. Wght.
Lead Days Lead Days

(9)
2.13

0.03
2.48
4.56
0.92
2.09
-0.36
2.49
0.06
5.04
0.66
-0.41
2.63
-8.83
1.53
0.78
2.36
-6.04
3.96
2.68
2.01

0.03
2.94
0.03

23.77

(h)
24
0.04
2.79
5.13
1.03
2.35
-0.4
2.8
0.07
5.67
0.74
-0.46
2.96
0
2.46
0.87
2.65
0
4.46
3.01
2.26
0.03
3.31
0.03

44.2

: Reflects corrected service period, or O days for prepayments.
: Direct testimony of Mr. Pous.
: Column (c) divided by total for Column (c) times Column (e).

6%




SCHEDULE (JP-5)

PAGE 4 OF 6

CITIES ADJUSTMENT TO CASH WORKING CAPITAL
FOR THE OTHER O&M EXPENSE CATEGORY

ltem Page Amount

ENTERGY TEXAS, INC.
TEST YEAR ENDED JUNE 30, 2009
$10,000-$25,000 Stratum

Adjusted Lead Adjusted
Amount Days Lead Days Reason

(a) (b)

Weighted Adj. Wght.
Lead Days Lead Days

(c) (d) (€) (f)

(9)
2.15

2.08
1.57
2.44
1.06
4.41

0.73
1.42
1.25
1.66
1.56
-0.18
1.83
1.18
-7.15
1.93
1.77
1.03
212
0.74

23.59

(h)
2.23
2.79
1.63
2.53
1.09
4.58
0.76
1.47

1.3
1.72
1.62
-0.19

1.9
1.22

0
2
1.83
1.07

2.2
076

32.51

1 $12,854  $12,854 46 46
2 1080 $11,957  $11,957 48 62 Service Prd.
3 $22,772  $22,772 19 19
4 $12,110 $12,110 55.5 55.5
5 $13,771 $13,771 21 21
6 $12,603 $12,603 96.5 96.5
7 $13,431 $13,431 15 16
8 $13,965 $13,965 28 28
9 $17,220  $17,220 20 20
10 $11,133  $11,133 41 41
11 $13,431 $13,431 32 32
12 $24,593  $24,593 -2 -2
13 $10,002  $10,002 50.5 50.5
14 $12,455  $12,455 26 26
15 $10,000 $0 -197 0 Prepayment
16 $14,543 $14,543 36.5 36.5
17 $10,359  $10,359 47 47
18 $13,5615  $13,515 21 21
19 $13,564  $13,564 43 43
20 $11.282  $11,282 18 18
Total $275,560 $265,560
SOURCES AND REFERENCES
Columns (a, b, d, @) : Company Workpaper WP/E-4 page 1075.
Column (c) . Total after reversal of discount or removal of prepayments.
Column (d) . Reflects corrected service period, or 0 days for prepayments.
Columns (e & f) : Direct testimony of Mr. Pous.
Column (h) : Column (c) divided by total for Column (c) times Column (e).
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SCHEDULE (JP-5)
PAGE 5 OF 6

CITIES ADJUSTMENT TO CASH WORKING CAPITAL
FOR THE OTHER O&M EXPENSE CATEGORY
ENTERGY TEXAS, INC.

TEST YEAR ENDED JUNE 30, 2009
$2,500-$10,000 Stratum

Adjusted Lead Adjusted Weighted Adj. Wght.
ltem Page Amount Amount Days Lead Days Reason Lead Days Lead Days
(a) (b) (c) (d) (e) ® (9) (h)
1 5862 5862 50.5 50.5 2.79 2.79
2 4209 4209 65 65 2.58 2.58
3 4610 4610 34 34 1.48 1.48
4 3800 3800 54 54 1.93 1.93
5 4845 4845 15 15 0.68 0.68
6 2542 2542 -2 -2 -0.05 -0.05
7 8893 8893 30 30 2.51 2.51
8 1120 5804 5804 325 57 Service Prd. 1.78 3.12
9 8310 8310 63 63 4.93 493
10 1123 $5,337 $5,337 39 55.5  Service Prd. 1.96 2.79
11 $7,011 $7,011 35 35 2.31 2.31
12 $6,471 $6,471 48 48 2.93 2.93
13 $3,208 $3,208 13 13 0.39 0.39
14 $5,641 $5,641 25 25 1.33 1.33
15 $2,524 $2,524 42 42 1 1
16 $5,915 $5,915 22 22 1.23 1.23
17 $4,636 $4,636 35 35 1.53 1.53
18 $6,059 $6,059 40 40 2.28 2.28
19 $4,729 $4,729 47 47 2.09 2.09
20 $5.777 $5.777 33 33 18 18
Total $106,183 $106,183 37.48 39.65
SOURCES AND REFERENCES
Columns (a, b, d, g) : Company Workpaper WP/E-4 page 1103.
Column (c) : Total after reversal of discount or removal of prepayments.
Column (d) : Reflects corrected service period.
Columns (e &f) : Direct testimony of Mr. Pous.

Column (h) : Column (c) divided by total for Column (c) times Column (e).




SCHEDULE (JP-5)
PAGE 6 OF 6

CITIES ADJUSTMENT TO CASH WORKING CAPITAL
FOR THE OTHER O&M EXPENSE CATEGORY
ENTERGY TEXAS, INC.

TEST YEAR ENDED JUNE 30, 2009
$250-$2,500 Stratum

Adjusted Lead Adjusted Weighted Adj. Wght.
tem Page Amount Amount Days Lead Days Reason Lead Days Lead Days
(a) (b) (c) (d) (e) (f (@) (h)
1 315 315 100 100 1.81 1.94
2 253 253 29.5 29.5 0.43 0.46
3 300 300 18 18 0.31 0.33
4 90 90 159.5 159.5 0.82 0.88
4 174 174 137 137 1.37 1.47
5 500 500 36 36 1.03 1.11
6 1883 1883 41 41 443 475
7 390 390 14 14 0.31 0.34
8 282 282 30 30 0.49 0.52
9 $2,125 $2,125 32 32 3.9 418
10 $850 $850 40 40 1.95 2.09
11 $831 $831 41 41 1.95 2.09
12 $1,620 $1,620 52.5 52.5 4.88 5.23
13 $1,267 $1,267 36 36 2.62 2.8
14 $500 $500 34 34 0.98 1.05
15 $393 $393 30 30 0.68 0.72
16 $460 $460 37 37 0.98 1.05
17 1164 $1,170 $0 -201 0 Prepayment -13.49 0
18 $1,623 $1,623 37 37 3.44 3.69
19 $1,761 $1,761 52 52 5.25 5.63
20 $648 $648 14 14 0.52 0.56
Total $17,435  $16,265 24.66 40.89
SOURCES AND REFERENCES
Columns (a, b, d, g) : Company Workpaper WP/E-4 page 1138.
Column (c) : Total after reversal of discount or removal of prepayments.
Column (d) : Reflects 0 days for prepayments.
Columns (e & f) : Direct testimony of Mr. Pous.
Column (h) : Column (c) divided by total for Column (c) times Column (e).
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Appendix A
Page 1 of 12

JACOB POUS, P.E.

PRESIDENT, DIVERSIFIED UTILITY CONSULTANTS, INC.
B.S. INDUSTRIAL ENGINEERING M.S. MANAGEMENT

I graduated from the University of Missouri in 1972, receiving a Bachelor of Science Degree
in Engineering, and I graduated with a Master of Science in Management from Rollins College in
1980. I have also completed a series of depreciation programs sponsored by Western Michigan
University, and have attended numerous other utility related seminars.

Since my graduation from college, I have been continuously employed in various aspects of
the utility business. I started with Kansas City Power & Light Co., working in the Rate Department,
Corporate Planning and Economic Controls Department, and for a short time in a power plant. My
responsibilities included preparation of testimony and exhibits for retail and wholesale rate cases. I
participated in cost of service studies, a loss of load probability study, fixed charge analysis, and
economic comparison studies. I was also a principal member of project teams that wrote, installed,
maintained, and operated both a computerized series of depreciation programs and a computerized
financial corporate model.

I joined the firm of R. W. Beck and Associates, an international consulting engineering firm
with over 500 employees performing predominantly utility related work, in 1976 as an Engineer in
the Rate Department of its Southeastern Regional Office. While employed with that firm, I prepared
and presented rate studies for various electric, gas, water, and sewer systems, prepared and assisted
in the preparation of cost of service studies, prepared depreciation and decommissioning analyses for
wholesale and retail rate proceedings, and assisted in the development of power supply studies for
electric systems. I resigned from that firm in November 1986 in order to co-found Diversified Utility
Consultants, Inc. At the time of my resignation, I held the titles of Executive Engineer, Associate
and Supervisor of Rates in the Austin office of R. W. Beck and Associates. I later founded P&L
Concepts, Inc.

As a principal of the firm of Diversified Utility Consultants, Inc., I have presented and
prepared numerous electric, gas, and water analyses in both retail and wholesale proceedings. These
analyses have been performed on behalf of clients, including public utility commissions, throughout
the United States and Canada. As president of P&L Concepts, Inc., I perform the same type of
services as performed under Diversified Utility Consultants, Inc.

I have been involved in over 400 different utility rate proceedings, many of which have
resulted in settlements prior to the presentation of testimony before regulatory bodies.

I am registered to practice as a Professional Engineer in the states of Florida, Texas,
Mississippi, North Carolina, Arizona, New Mexico, Arkansas, and Oklahoma.
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UTILITY RATE PROCEEDINGS IN WHICH
TESTIMONY HAS BEEN PRESENTED BY JACOB POUS

ALASKA
ALASKA REGULATORY COMMISSION
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC
Beluga Pipe Line Co. f P-04-81 J Refundable Rates
Kenai Nikiski Pipeline l U-04-81 ] Rate Base
Beluga Pipe Line Co. l U-07-141 i Depreciation
o " ARIZONA /" '

ARIZONA CORPORATION COMMISSION

JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC

Citizens Utilities Co.

| E-1032-93-111 | Depreciation

ARKANSAS
ARKANSAS PUBLIC SERVICE COMMISSION
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC
Reliant Energy ARKLA | 01-0243-U | Depreciation
CALIFORNIA
CALIFORNIA PUBLIC SERVICE COMMISSION
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC
Application .
Pacific Gas & Electric Co. No. i;féi;lzz?g; (I)\i%izhgge, and
97-12-020 P
Application Mass Property Salvage, Net Salvage,
Pacific Gas & Electric Co. No. Mass Property Life, Life Analysis,
02-11-017 Remaining Life, Depreciation
San Diego Gas & Electric Co. Value of Power Plants '
I . Application e
Southern California Edison Co. 02-05-004 Depreciation, Net Salvage
CANADA |
ALBERTA ENERGY AND UTILITIES BOARD l
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC |
. App. Nos.
égiiilaler;kcl\(/)[anagement/ Transalta 1279345 and | Depreciation
P 1279347
o App No. oo
Epcor Distribution, Inc. 1306821 Depreciation
. App No. o
Enmax Corporation 1306818 Depreciation
s . TFO Tariff _r
Transalta Utilities Corporation Appl. 1287507 Depreciation
UtiliCorp Networks Canada l App. No. ' Depreciation ]
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(Alberta) Ltd. | 1250392 | |
Atco Electric ‘i“gg 5};;2 l Depreciation l
ALBERTA PUBLIC UTILITIES BOARD l
Alberta Power Limited | E91095 | Depreciation |
Alberta Power Limited | E 97065 | Depreciation |
Canadian Western Natural Gas Co. iy
Limited I , Depreciation ’
Centra Gas Alberta Inc. | | Depreciation l
Edmonton Power Co. l E 97065 ] Depreciation }
Edmonton Power Generation, Inc. | 1999/2000 | GUR Compliance, Depreciation |
Northwestern Utilities Limited l E 91044 l Depreciation f
NOVA Gas Transmission Ltd. | RE95006 | Depreciation i
TransAlta Utilities Corporation l E 91093 | Depreciation I
TransAlta Utilities Corporation ! E 97065 I Depreciation |
TransAlta Utilities Corporation 'Az‘gg(gcl) Gain on Sale
NORTHWEST TERRITORIES PUBLIC UTILITIES BOARD |
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC |
Northwegﬁ Territories Power 1995/96 and Depreciation
Corporation 1996-97
ggglz)“r":tﬁgemtories Power 2001 Depreciation
COURTS i
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC |
112th Judicial District Court of 5003 Ratemaking principles, Calculation of
Texas damages
"2[23(;2 Judicial District Court of 45,615 Ratemaking principles, Level of Bond
,ﬁig; Judicial District Court of 91-1519 Ratemaking principles, Level of Bond
172 Judicial District Court of Texas [ I Franchise Fees ‘
United Sta‘ltes. Bankruptcy Court 93-10408S Level of.Harm, Ratemaking, Equity
Eastern District of Texas for Creditors
3rd Judicial District Court of Texas | | Adequacy of Notice J
DISTRICT OF COLUMBIA |
PUBLIC SERVICE COMMISSION OF THE DISTRICT OF COLUMBIA |
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC |
Washington Gas Light Co. i 768 l Depreciation I
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.. FLORIDA |
FLORIDA PUBLIC SERVICE COMMISSION I
JURISDICTION / COMPANY | DOCKETNO. | TESTIMONY TOPIC |
Progress Energy Florida, Inc. | 090079-E1 | Depreciation, Excess Reserve |
Progress Energy Florida, Inc. I 050078-EL [ Depreciation, Excess Reserve ]
Florida Power & Light Co. | 790380-EU | Territorial Dispute |
Florida Power & Light Co. 828?;5:% Depreciation, Excess Reserve
FEDERAL ENERGY REGULATORY COMMISSION [
JURISDICTION / COMPANY |  DOCKETNoO. | TESTIMONY TOPIC |
Alabama Power Co. l ER83-369 | Depreciation |
Connecticut Municipal Elect. Energy | .
Coop v Connecticut Light & Power EL83-14 Decommissioning
Co.
Florida Power & Light Co. ER84-379 J Depreciation, Decommissioning l
Florida Power & Light Co. ER93-327-000 ] Transmission access [
Georgia Power Co. ER76-587 J Rate Base }
Georgia Power Co. ER79-88 i Depreciation ]
Georgia Power Co. ER81-730 Coal Fuel Stock Inventory,

Depreciation

ISO New England, Inc. ER07-166-000 [ Depreciation

Maine Yankee Atomic Power Co. ER84-344-001 I Depreciation, Decommissioning

Maine Yankee Atomic Power Co. ER88-202 ] Decommissioning

ER95-625-000,

ER95-626-000

Public Service of Indiana Depreciation, Dismantlement

& ER95-039-
000
Southern California Edison Co. ER81-177 ] Depreciation
Southern California Edison Co. ER82-427 j Depreciation, Decommissioning

Southern California Edison Co. ER84-75 J Depreciation, Decommissioning

|
|
l
|
|
|
Pacific Gas & Electric ) ER80-214 | Depreciation
|
|
|
|

Southwestern Public Service Co. EL 89-50 I Depreciation, Decommissioning
System Energy Resource, Inc. ER9361)042- Depreciation, Decommissioning
. ER83 342000 .
Vermont Electric Power Co. & 343000 Decommissioning
Virginia Electric and Power Co. | ER78-522 J Depreciation, Rate Base I
_INDIANA ]
INDIANA UTILITY REGULATORY COMMISSION I
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC |
Indianapolis Water Co. J 39128 | Depreciation ’
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Indiana Michigan Power Co. ] 39314 l Depreciation, Decommissioning [
KANSAS [
KANSAS CORPORATION COMMISSION |
JURISDICTION / COMPANY | DOCKETNO. | TESTIMONY TOPIC |
Arkansas Louisiana Gas Co. | 181,200-U j Depreciation I
United Cities Gas Co. | 181,940-U | Depreciation |
LOUISIANA" - B |
LOUISIANA PUBLIC SERVICE COMMISSION ’
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC |
Louisiana Power & Light Co. [ U-16945 l Nuclear Prudence, Depreciation J
CITY OF NEW ORLEANS J
Entergy New Orleans, Inc. j UD-00-2 J Rate Base, Depreciation J
MASSACHUSETTS |
MASSACHUSETTS TELECOMMUNICATIONS AND ENERGY l
JURISDICTION / COMPANY |  DOCKETNoO. | TESTIMONY TOPIC |
Bay State Gas | D.T.E.-0527 | Depreciation 1
National Grid/KeySpan I 07-30 l Quality of Service l
MISSISSIPPI B ]
MISSISSIPPI PUBLIC SERVICE COMMISSION [
JURISDICTION / COMPANY |  DOCKETNo. | TESTIMONY TOPIC |
Mississippi Power Co. ‘ U-3739 l gz;:;ggxce’ Rate Base,
| MONTANA |
MONTANA PUBLIC SERVICE COMMISSION |
JURISDICTION / COMPANY | DOCKETNO. | TESTIMONY TOPIC |
Montana Power Co. (Gas) ] 90.6.39 j Depreciation |
Montana Power Co. (Electric) ] 90.3.17 } Depreciation, Decommissioning }
IC\}/[;)sr)ltana Power Co. (Electric and 95.9.128 | Depreciation
Montana-Dakota Utilities J D2007.7.79 J Depreciation I
~ NEVADA |
NEVADA PUBLIC SERVICE COMMISSION ‘
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC |
Nevada Power Co. 81-602, 81-685 Depreciation
Cons.
Nevada Power Co. Coii(_)?i?;’te d Depreciation
Nevada Power Co. 91-5032 l Depreciation, Decommissioning ]

Nevada Power Co. 03-10002 J Depreciation

Nevada Power Company 08-12002 | Depreciation & CWC

Nevada Power Company 06-06051 l Depreciation, Life Spans,
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i Decommissioning Costs, Deferred

Accounting
Nevada Power Company I 06-11022 ’ General Rate Case l
Nevada Power Company } 10-02009 ! Production Life Spans ]
Sierra Pacific Power Co. 83-955 Depreciation (Electric, Gas, Water,
Common)
Sierra Pacific Power Co. 86-557 Depreciation, Decommissioning

Sierra Pacific Power Co. 89-516, 517, | Depreciation, Decommissioning

518 (Elec., Gas, Water, Common)
. . 91-7079, 80, Depreciation, Decommissioning
Sterra Pacific Power Co. 81 (Elec., Gas, Water, Common)
Sierra Pacific Power Co. ] 03-12002 ] Allowable level of plant in service l
Sierra Pacific Power Co. l 05-10004 ] Depreciation J
Sierra Pacific Power Co. | 05-10006 | Depreciation ]
Depreciation, Generating Plant Life
Sierra Pacific Gas Company 06-07010 Spans, Decommissioning Costs,
Carrying Costs
Sierra Pacific Power Co. l 07-12001 l Depreciation, CWC I
Southwest Gas Corporation 93-3%%%5‘ 93- Depreciation
Southwest Gas Corporation l 04-3011 t Depreciation l
Southwest Gas Company | 07-09030 | Depreciation [
| . NORTHCAROLINA .. |
NORTH CAROLINA UTILITIES COMMISSION l
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC |
North Carolina Natural Gas l G-21, Sub 177 ‘ Cost ofS§w1ce, Rate Design,
Depreciation
OKLAHOMA |
OKLAHOMA CORPORATION COMMISSION i
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC |
Arkansas Oklahoma Gas PUD ., | CWC, Legal expenses, Factoring,
Corporation 200300088 Cost Allocation, Depreciation
PUD Depreciation, Calculation Procedure,
Oklahoma Natural Gas Co. 980000683 | Depreciation on CWIP
. . PUD Depr., Interim Activity, Net Salvage,
Public Service Co. of Oklahoma 960000214 Mass Prop., Rate Calc. Technique
. PUD Depreciation, Net Salvage, Software
Reliant Energy ARKLA 200200166 | Amortization
Public Service Company of PUD Depreciation
Oklahoma 200600285 P
Public Service Company of I PUD Depreciation
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Oklahoma | 200800144 | 1
TEXAS |
TEXAS PUBLIC UTILITY COMMISSION l
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC |
Centerpoint Energy Houston
Electric LLC 29526 Stranded Costs
Centerpoint Energy Houston .
Electrli‘g LLC gy 36918 Hurricane Cost Recovery
Central Power & Light Co. 6375 Dep r.e01at10n, Rate Base, Cost of
Service
Central Power & Light Co. 8439 Fuel Factor
Rate Base, Excess Capacity,
Central Power & Light Co. 8646 Depreciation, Rate Design, Rate Case
Expense
Central Power & Light Co. 9561 Depr., Excess Capacity, Cost of

Service, Rate Base, Taxes

Central Power & Light Co. I 11371 J Economic Development Rate

Nuclear Fuel & Process, OPEB,

Central Power & Light Co. 12820 Pension, Factoring, Depr.
Depr., Cash Working Capital,

Central Power & Light Co. 14965 Pension, OPEB’ Fact(?nng,
Demonstration & selling expense,
non-nuclear decommissioning

Central Power & Light Co. 22352 Depreciation

Central Telephone & United

Telephone Co. of Texas D/B/A 17809 Rate case expenses

Sprint

City of Fredericksburg 7661 Territorial Dispute

El Paso Electric Co. 9165 Depreciation

Depr., Prepayments, Payroll Exp.e,

| | |

| } |
Entergy Gulf States, Inc. l 16705 \ Pension Exp., OPEB's, CWC, ;

Transfer of T&D Depr.

Entergy Gulf States, Inc. J 21111 | Reconcilable fuel costs \
Entergy Gulf States, Inc. | 21384 i Fuel surcharge I
Entergy Gulf States, Inc. | 23000 ’ Fuel surcharge ]
Entergy Gulf States, Inc. I 22356 ‘ [SJ:r‘t‘),lil(I:lgllng, Competition, Cost of l
Entergy Gulf States, Inc. l 23550 | Reconcilable fuel costs ‘
Entergy Gulf States, Inc. | 24336 | Price to Beat |
Entergy Gulf States, Inc. ‘ 24460 l Isrﬁgl:nﬁeél ; I:lllj((f:) 3)D) ‘
Entergy Gulf States, Inc. I 24469 ] Delay of Deregulation |
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Entergy Gulf States, Inc. | 24953 f Interim Fuel Surcharge I
Entergy Gulf States, Inc. | 26612 l Fuel Surcharge I
Entergy Gulf States, Inc. t 28504 J Interim Fuel Surcharge |
Entergy Gulf States, Inc. l 28818 i Cert. for Independent Organization '
Entergy Gulf States, Inc. [ 29408 ] Fuel Reconciliation I
Entergy Gulf States, Inc. l 30163 | Interim Fuel Surcharge f
Entergy Gulf States, Inc. ] 31315 l Incremental Purchase Capacity Rider |
Entergy Gulf States, Inc. } 31544 ] Transition to Competition Cost i
Entergy Gulf States, Inc. ‘ 32465 ] Interim Fuel Surcharge l
River Bend 30%, Explicit Capacity,
Entergy Gulf States, Inc. I 32710 I i)nll)};l:iigcaépoas(‘:clstz;)fipgg;rzgili:on ’
Recovery, Option Costs
Entergy Gulf States, Inc. | 33687 | Transition to Competition |
Entergy Gulf States, Inc. | 33966 } Interim Fuel Surcharge I
Entergy Gulf States, Inc. T 32907 I Hurricane Reconstruction }
Entergy Gulf States, Inc. | 34724 | IPCR |
JSP, Depreciation, Decommissioning,
Entergy Gulf States, Inc. 34800 Amortization, CWC, Franchise Fees,
Rate Case Exp.
Gulf States Utilities Co. ‘ 5560 J Depreciation, Fuel Cost Factor l
Gulf States Utilities Co. 5820 g‘;fésc"“’ Capacity Factors, Heat
Gulf States Utilities Co. ! 6525 } Depreciation, Rate Case Expenses ]
Gulf States Utilities Co. 7195 & 6755 szp;;ig‘f‘i;‘;‘e sh %}‘j}fy Excess
Gulf States Utilities Co. | 8702 | Rate Case Expenses, Depreciation |
Gulf States Utilities Co. 10,804 E‘)‘(;leﬁfecsoncﬂla“"n’ Rate Case
Gulf Statgs Utilities Co. & Entergy 11292 Acquisition Adjustment Regulatory
Corporation Plan, Base Rate, Rate Case Exp.
ggg(?;:ttfoantilities Co. & Entergy 12423 North Star Steel Agreement
e iati ions, Cash
G Ul Co. e | g | e oo, GGt
Service, and Rate Base Items
Houston Light & Power Co. 6765 g:gi:f;zﬁ?n’ Production Plant, Early
Lower Colorado River Authority 8400 Rate Design J
Magic Valley Electric Cooperative, 10820 Cost of Service, Financial Integrity,

Inc.

Rate Case Expenses
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Depreciation, Self-Insurance, Payroll,

Oncor Delivery 35717 Automated Meters, Regulatory Assets,
PHFU
Southwestern Bell Telephone Co. I 18513 | Rate case expenses l
Southwestern Electric Power Co. { 3716 I Depreciation I
Southwestern Electric Power Co. ‘ 4628 | Depreciation ]
Southwestern Electric Power Co. 5301 ?eeep; reciation, Fuel Charges, Franchise
Southwestern Electric Power Co. 24449 Fuel Factor Component of Price to
Beat Rates
Southwestern Electric Power Co. l 24468 Delay of Deregulation
Southwestern Public Service Co. 11520 Depreciation, Cash Working Capital,
Rate Case Expenses
Southwestern Public Service Co. 32766 Dep re_01at10n Expense Revenue
Requirements
Southwestern Public Service Co. | 35763 | Depreciation l
Texas-New Mexico Power Co. [ 9491 | Avoided Cost, Rate Case Expenses ]
. Jurisdictional Separation, Cost
Texas-New Mexico Power Co. 10200 Allocation, Rate Case Expenses
Texas-New Mexico Power Co. ‘ 17751 J Rate Case Expenses l
Texas-New Mexico Power Co. j 36025 ] Depreciation }
Texas Utilities Electric Co. ' 5640 | Franchise Fees J
Depreciation, Rate Base, Cost of
Texas Utilities Electric Co. 9300 Service, Fuel Charges, Rate Case
Expenses
Texas Utilities Electric Co. 11735 Cost Allocation, Rate Design, Rate
Case Expenses
Texas Ultilities Electric Co. 18490 J Depreciation Reclassification
Depreciation, Decommissioning, Rate
West Texas Utilities Co. 7510 Base, Cost of Service, Rate Design,
Rate Case Expenses
West Texas Utilities Co. 10035 Fuel Reconciliation, Rate Case
Expenses
Depreciation, Payroll, Pension,
West Texas Utilities Co. 13369 OPEB'S, cash working capital, fuel
inventory, cost allocation, other.
West Texas Utilities Co. ! 22354 J Depreciation ]
TEXAS RAILROAD COMMISSION B
JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC |
. Gas Cost, Gas Purchases, Price
Atmos Energy Corporation 9530 Mitigation, Rate Case Expense
Atmos Energy Corporation J 9670 j CWC, Depreciation, Expenses, Shared !
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Services, Taxes Other Than FIT,
Excess Return

Atmos Energy Corporation ] 9695 I Rate Case Expense |
Atmos Energy Corporation | 9762 ] Depreciation, O&M Expense l
Atmos Energy Corporation I 9732 } Rate Case Expense ]
Atmos Energy Corporation l 9869 i Revenue Requirements )
t i -Ci . g .
%;?ererPomt Energy Entex - City of 9364 Capital investment, Affiliates
Rate Base, Cost Allocation, Affiliate
CenterPoint Energy Entex- Gulf Expenses, Dep.rfecwl'tlon Net Salvage,
Coast Division 9791 Call Center, Litigation,
Uncollectibles, Post Test Year
Adjustments
CenterPoint Energy Entex- City of 9902 CWC, Plant Adj., Dep., Payroll,
Houston Pensions, Cost Allocation
Energas Co. l 5793 J Depreciation
Energas Co. v. Westar 5168 & 4892 Cost of Service, Refunds, Contracts,
Transmissions Co. Cons. Depreciation
Cost of Service, Rate Base,
Depreciation, Affiliate Transactions,
Energas Co. 8205 Sale/Leaseback, Losses, Income
Taxes
Depr., Pension, Cash Working
Energas Co. 9002-9135 Capital, OPEB’s, Rate Design
Cash Working Capital, Depreciation
Lone Star Gas Co. 8664 Expense, Gain on Sale of Plant,
OPEB's, Rate Case Expenses
Rio Grande Valley Gas Co. 7604 Depreciation
2738, 2958, . .
Southern Union Gas Co. 3002,3018, | oSt of Service, Rate Desien,
3019 Cons. P
6968 Tnterim & Affiliate Transactions, Rate Base,
Southern Union Gas Co. nterim Income Taxes, Revenues, Cost of
Cons. . . -
Service, Conservation, Depreciation
Acquisition Adj., Depr., Accumulated
. 8033 Provisions for Depr., Distribution
Southern Union Gas Co. Consolidated | Plant, Cost of Gas Clause, Rate Case
Expenses
Depreciation, Cash Working Capital,
Southern Union Gas Co. 8878 Gain on Sale of Building, Rate Case
Expenses, Rate Design
TXU Lone Star Pipeline 8976 Depreciation, Net Salvage, Cash ‘

¥l




Appendix A
Page 11 of 12

Working Capital, ALG vs. ELG

Depreciation, Cash Working Capital,
Revenues, Gain on Sale of Assets,
Clearing Accounts, Over Recovery of
e Clearing Accounts, SFAS 106, Wages
TXU Gas Distribution 9145-9147 and Salaries, Merger Costs, Intra
System Allocation, Zero Intercept,
Customer Weighting Factor, Rate
Design
Depreciation, Net Salvage, Cash
Working Capital, Affiliate
TXU-Gas Distribution 9400 Transactions, Software Amortization,
Securitization, O&M Expenses, Safety
Compliance
Depreciation, Rate Base, Cost of
Westar Transmissions Co. 5787 Service, Rate Design, Contract Issues,
Revenues, Losses, Income Taxes
TEXAS WATER COMMISSION l
JURISDICTION / COMPANY | DOCKETNO. | TESTIMONY TOPIC |
City of Harlingen-Certificate for 8480C/8485C/
Convenience & Necessity 8512C Rate Impact for CCN
City of Round Rock l 8599/8600M | Rate Discrimination, Cost of Service I
Affil. Transactions, O&M Exp.,
Return, Allocation, Acquisition Adj.,
Devers Canal System 3388-M Retroactive Ratemaking, Rate Case
Exp., Depr.
Cost of Service, Rate base,
Devers Canal System 30102-M Ratemaking Principles, Affil. Trans.
Southern Utilities Co. 7371-R | Affiliate Transactions, Cost of Service
. Affiliate Transactions, Cost of
g((:)enl(;:rgia;: Water Supply 8097-G Service, Rate base, Cost of Capital,
P Rate Design, Depreciation
Sharyland Water Supply vs. United Rate Discrimination, Cost of Service,
L7 o 8293-M
Irrigation District Rate Case Exp.
Southern Water Corporation 2008-1811- Cost of Service
UCR
Travis County Water Control & .
Improv. District No. 20 Cost of Service

EL PASO PUBLIC UTILITY REGULATION BOARD t

JURISDICTION / COMPANY |  DOCKETNO. | TESTIMONY TOPIC i

Southern Union Gas Co. ! 1991 ' Depreciation, Calculation Procedure J

Southern Union Gas Co. I 1997 J Depreciation, Calculation Procedure |
Depreciation, Cash Working Capital,

Southern Union Gas Co.

GUD 8878 — i

1998

Rate Design, Rate Case Expenses

(82
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Texas Gas Services Co. | 2007 ] Revenue Requirements |
UTAH PUBLIC SERVICE COMMISSION ’
JURISDICTION / COMPANY |  DOCKETNoO. | TESTIMONY TOPIC |
Production Plant Net Salvage,
PacifiCorp 98-2035-03 Production Life Span, Interim

Additions, Mass Property,
Depreciation

Rocky Mountain Power

07-035-13 J Depreciation

Conservation Enabling Tariff

Questar 05-057-T01 Adjustment Option and Accounting
Orders
WYOMING . ]
WYOMING PUBLIC SERVICE COMMISSION J
JURISDICTION / COMPANY |  DOCKETNo. | TESTIMONY TOPIC |
PacifiCorp 2000(1-61321{-00- Rate Parity




O 0 3 N U AW N =

W W NN N N N N N N = e e e e

=

Appendix B

ELG VS. ALG PROCEDURE

WHAT CALCULATION PROCESS HAS GANNETT FLEMING (“GF”)
EMPLOYED IN DEVELOPING THE ANNUAL DEPRECIATION RATES?

GF’s proposed rates are ELG based. This approach results in over $19 million of
additional depreciation expense above the remaining life depreciation expense calculated

utilizing the ALG procedure for the plant in service as of December 31, 2008.

WHAT CALCULATION PROCESS IS NORMALLY UTILIZED IN THE
DETERMINATION OF FINAL DEPRECIATION ACCRUAL RATES?
As discussed in my direct testimony, the ALG procedure is almost exclusively utilized by

energy utility companies.

PLEASE BRIEFLY DESCRIBE THE ELG CALCULATION PROCEDURE.

Once an average service life ASL with a corresponding Iowa Survivor Curve or
dispersion pattern has been established, a calculation process for determining the rate
must be selected. The process of calculating the depreciation rate for the plant in question
depends on whether the dispersion pattern is utilized in the calculation process in a
manner that recognizes projected level of retirements on an annual basis. In the case
where projected annual retirement dispersion is incorporated into the calculation
procedure, the method is entitled the ELG or Unit Summation Process. This process
relies on the assumption that the actual future life of the various components of plant
incorporated in a particular account are a precise function of the survivor curve and

corresponding estimated ASL assumed.

As an example, if a 3-year ASL is assumed with a corresponding R4 Iowa Survivor
Curve, it would imply that approximately 4/10 of 1% of the plant will be retired during
the first year of service life. During the second year of service an additional 6.6% of the
investment will retire, during the third year an additional 37.6%, during the fourth year
52.8% and during the fifth year the remaining balance of approximately 2.5% of the
original plant balance. Thus, the ELG approach breaks the plant investment into 35
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separate equal life groups and attempts to recover the depreciation expense for the plant
investment, not on an average basis for the account as a whole, but on an individual
annual life basis for the 5 separate years the dollars of investment are anticipated to be in

service.

The plant in service that is assumed to retire during the first year is assigned a 1 year life
and a corresponding 100% depreciation rate. The plant in service lasting all 5 years is
assigned a 5 year service life, or in effect a 20% depreciation rate for that particular equal
life group. The final process is the dollar weighting of the various individual equal life
groups in order to obtain a composite depreciation rate. The underlying premise is that a
one to one correlation exists between estimated future occurrences and actual future

occurrencces.

PLEASE PROVIDE A BRIEF EXPLANATION OF THE ALG RATE
CALCULATION PROCEDURES.

The ALG rate calculation procedure follows essentially the same process as the ELG,
with the exception that it does not break the plant investment into individual equal life
groups. Rather, it retains the vintage data and performs the calculation procedure on
individual vintage investment. Thus, the ALG procedure does not explicitly recognize in
the final rate calculation that certain components of the investment in a given vintage will

retire before, during, or after the assured ASL.

REAL WORLD VALIDITY OF ELG

e

PLEASE EXPLAIN WHY ELG SHOULD NOT BE UTILIZED.

The ELG procedure should not be used because the real world does not mesh as nicely
with the theoretical world for calculation depreciation rates as the proponents of ELG
would have us believe. The fact is that depreciation calculations are simply a forecast of
what may transpire in the future pertaining to the particular plant investment under

investigation. As everyone should understand, almost any time a projection or forecast is

i
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made there is more than a high probability that a variance will occur between the

estimation or forecast and actual results.

IS THE ELG CALCULATION PROCEDURE THEORETICALLY MORE
ACCURATE THAN THE ALG CALCULATION PROCEDURE?

No, except for one exception. That one exception is under the assumption that actual
future retirements will precisely follow the pattern inherent in the selected ASL and

corresponding survivor curve assumed.

IS THIS A REALISTIC ASSUMPTION?

No, in this case, the ELG procedure, as does the ALG procedure, relies on an ASL and
Iowa Survivor Curve which have been developed using an actuarial analysis in
conjunction with judgment, or is some cases guess work. The actuarial approach used to
derive the forecasted and the survivor curve necessary for the rate calculation, by
account, relied on hundreds, if not thousands, of historical transactions which are
combined into various experience bands to arrive at an historical relationship that is
approximated by a single ASL and a single survivor curve. The ELG procedure takes
these resulting approximations, which are predicated on a commingling of numerous
historical relationships and judgment and attempts to impute precise age blocking to the

existing investment for future periods.

DO YOU HAVE A SPECIFIC EXAMPLE THAT ILLUSTRATES THE
FALLACY OF EMPLOYING THE ELG PROCEDURE?

Yes. As set forth in my direct testimony, I provide an example of what an ELG procedure
would have predicted for Account 353 for the past 5 years. That example demonstrated

how imprecise the ELG procedure was based on actual retirements.
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DOES THE ALG PROCEDURE SUFFER TO THE SAME EXTENT AS THE
ELG PROCEDURE SINCE IT ALSO RELIES ON THE SAME ASL AND
SURVIVOR CURVE?

No. It does not suffer to the same extent as the ELG procedure. The ALG procedure takes
the same historical approximations and recognizes that numerous historical relationships
have been averaged together and approximated and, therefore, only represents a broad-
brush predictor of future occurrences. This is especially true in those cases when
judgment is the main or sole basis for the curve and life selection. The ALG procedure
recognizes that, as with all forecasts, there will be deviations between a forecast and

actual results.

While the ASL and curve may be the best overall estimator of the entire historical plant
activity and the best overall estimator for future expectations, they are not precise on a
year-to-year calculation. ASL and survivor curves are useful in the same manner under

which they were developed, on an average basis.

CAN YOU PROVIDE AN EXAMPLE OF THE AVERAGE BASIS ASSUMPTION
INHERENT IN THE LIFE ANALYSIS?

Yes. As an example, one fundamental assumption to all life analysis is that a single
dispersion pattern will be representative of the dispersion pattern for each individual
yearly addition. In other words, if a Company has plant additions from 1927 through
2008, it is unrealistic to assume that the life characteristics of plant placed in service in
1927 will be identical to the life characteristics of plant placed in service in 2008.
However, only one ASL and one dispersion pattern is assumed to be the most
representative for all plant in an account or subaccount for depreciation purposes. This is
but one major area of averaging that transpires in the pyramid of depreciation
assumptions that culminate in the establishment of a rate. This concept of relying on
numerous averages in the development of results and then using a precise dispersion
pattern in the final calculation of a depreciation rate would be the equivalent of
attempting to establish a precise relationship between two entities if each one represents

only an approximation of the results. An example would be if the integer value “1” was
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selected as the “non-precise” answer which best “approximates” an analysis, and the
value “1.2” represented the “best”, yet not “precise”, estimator for another analysis.
Mathematically, it could not reasonably be stated that the relationship of the first result to
the second result was “precisely” 0.833333 (1/1.2) due to the degree of precision of the

first value, which was only estimated to a whole number degree of accuracy.

DOES THE ALG PROCEDURE SUFFER FROM THE SAME POTENTIAL
VARIANCE BETWEEN PROJECTIONS AND ACTUAL FUTURE EVENTS AS
THE ELG PROCEDURE DOES?

Yes, however not to the same extent. The ELG procedure magnifies the impact of the

error or variance between projections and actual results.

CAN YOU PROVIDE A SIMPLE EXAMPLE OF THE MAGNIFIED IMPACT
DUE TO FORECASTING ERRORS WHICH RESULTS WHEN UTILIZING THE
ELG CALCULATION PROCEDURE?

Yes. If one employs an example of a two item plant account in which each item’s original
cost is $100 and a zero level of net salvage is assumed. Under the initial life analysis, the
two units are assumed to have a 2 year ASL based on 1 unit lasting 1 year and the second
unit lasting 3 years. Table 1 sets forth the plant balances, the retirements, the depreciation
expense and the depreciation reserved, by year for the ELG methodology. Table II sets
forth the same information, for an ALG process. As can be seen from a comparison of
these two tables the ELG methodology reflects an accelerated recovery of dollars during
the first 2 years of the 3 year period involved.

19%
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TABLE I
ELG 2 YEAR AVERAGE LIFE INTIAL ASSUMPTION
YEAR PLANT RETIREMENT | DEPRECIATION | DEPRECIATION
BALANCE $ $ EXPENSE § RESERVE $§
1 200 100 133 33
2 100 0 33 66
3 100 100 34 0
TOTAL 200 200
TABLE I
ALG 2 YEAR AVERAGE LIFE INITIAL ASSUMPTION
YEAR PLANT RETIREMENT | DEPRECIATION | DEPRECIATION
BALANCE $ $ EXPENSE § RESERVE §
1 200 100 100 0
2 100 0 50 50
3 100 100 50 0
TOTAL 200 200

WHAT HAPPENS IN THE EVENT THAT AFTER THE FIRST YEAR THE
DEPRECIATION ANALYST REALIZES THAT EACH ITEM OF PLANT IN
SERVICE WILL ACTUALLY LAST 1 YEAR LONGER THAN ORIGINALLY

ASSUMED?

Continuing the example, at the end of year 1 the first $100 item of plant did not retire as

originally projected, and is now scheduled to retire at the end of year 2. The second item

of plant, which was originally scheduled to retire at the end of year 3, now will retire at

the end of year 4. The remaining life depreciation calculation now necessary to recover

the undepreciated balance of plant investment over the remaining useful life of the

facilities involved is set forth in Tables III and IV for the ELG procedure and ALG

procedure, respectively.
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TABLE III
ELG 2 YEAR INITIAL AVERAGE LIFE ASSUMPTION WITH CORRECTION
AFTER FIRST YEAR
YEAR PLANT RETIREMENT | DEPRECIATION | DEPRECIATION
BALANCE § $ EXPENSE § RESERVE $
1 200 0 133 133
2 200 100 22 55
3 100 0 22 77
4 100 100 23 0
TOTAL 200 200
TABLE IV
ALG 2 YEAR INITIAL AVERAGE LIFE ASSUMPTION WITH CORRECTION
AFTER FIRST YEAR
YEAR PLANT RETIREMENT | DEPRECIATION | DEPRECIATION
BALANCE $ $ EXPENSE § RESERVE §
1 200 0 100 100
2 200 100 50 50
3 100 0 25 75
4 100 100 25 0
TOTAL 200 200

WHAT IS THE APPROPRIATE STANDARD FOR MEASURING THE IMPACT
ASSOCIATED WITH THIS 1 YEAR CHANGE IN ASSUMED ASL OF THE
INVESTMENT?

In my opinion, if one wants to appropriately measure the impact of such a change
between the ELG and the ALG process, one must rely on the theory that proponents of
the ELG process use as a foundation upon which to justify the use of ELG process, that
is, the matching principle. In other words, which method assigns the depreciation expense
to those customers who receive the actual benefits from the plant in service being

depreciated to a more accurate extent. Thus, the measurement should attempt to test how

7
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closely the matching principle is adhered to under real world circumstances in which

projections are not always as precisely accurate as one might desire them to be in the

theoretical world. Tables V and VI set forth a comparison for the ELG and ALG

processes, respectively between:

ii.

iil.

The actual appropriate depreciation expense from a perfect forecasting
standpoint (e.g. a 3-year average life) from the outset;
The depreciation expense based upon the original assumed 2-year

ASL; and

The depreciation expense based upon the original assumed 2-year ASL
corrected at the end of the first year to reflect the actual 3-year ASL.

TABLE V
COMPARISON OF ELG CALCULATED DEPRECIATION
EXPENSE OVER TIME
YEAR ACTUAL 3- | ASSUMED 2- | CORRECTED
YEAR § YEAR § 3-YEAR §
1 75 133 100
2 75 33 22
3 25 34 22
4 25 0 23
TABLE VI
COMPARISON OF ALG CALCULATED DEPRECIATION EXPENSE OVER
TIME
YEAR ACTUAL 3-YEAR ASSUMED 2- CORRECTED 3-
$ YEAR § YEAR §
1 67 100 100
2 67 50 50
3 33 50 25
4 33 0 25

il
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PLEASE SUMMARIZE THE DIFFERENCES IN THE EXAMPLE BETWEEN
THE ELG AND THE ALG APPROACHES ASSOCIATED WITH EACH
METHODOLOGY’S ABILITY TO ADHERE TO THE MATCHING PRINCIPLE
AND REAL WORLD OCCURRENCES.

Tables VII and VIII show a side-by-side comparison of dollars and percentages of the
variance imposed on ratepayers in the real world application of depreciation expense
through rates due to an assumed 1-year change in the service life of each of the individual
plant components. Table VII reflects a comparison of depreciation expense corrected
after the first year to actual depreciation expense based on the correct ASL of 3 years,
while Table VIII reflects a comparison of depreciation expense without the correction
after the first year. As can be seen from Tables VII and VIII, ELG results in a greater
percentage and dollar variance in charges to ratepayers through depreciation expense.
This more extreme reaction is due to the ELG procedure’s fundamental lack of ability to

react in a just and reasonable manner under real world conditions.

TABLE VII
COMPARISON OF ASSUMED TO ACTUAL FOR ELG AND ALG WITHOUT
CORRECTION AFTER FIRST YEAR

DOLLARS ($) PERCENT (%)
YEAR ELG ALG ELG ALG
1 58 33 77 49
2 -53 -17 71 25
3 -3 -8 12 24
4 2 -8 8 24
9
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TABLE VIII
COMPARISON OF ASSUMED TO ACTUAL FOR ELG AND ALG WITHOUT
CORRECTION AFTER FIRST YEAR
DOLLARS (§) PERCENT (%)
YEAR ELG ALG ELG ALG

1 58 33 77 49

2 42 17 56 25

3 9 17 36 51

4 25 T 33 100 100

WHAT WOULD THE RESULTS BE IF AN EXAMPLE INDICATED A
SHORTENING OF SERVICE LIFE RATHER THAN A LENGTHENING OF
SERVICE LIFE AS CONTAINED IN YOUR PRIOR EXAMPLE?

The impact on ratepayers would still result in a magnification of error in an example in
which the Company’s initial estimate of service life was excessive and then modified for

shorter service life under the ELG method as compared to the ALG method.

IS IT PRACTICAL IN THE REAL WORLD OF UTILITY RATEMAKING TO
ASSUME THAT ONE WOULD RECOGNIZE THE ERROR IN A PROJECTION
BEFORE THE END OF THE FIRST YEAR OF USE AND THUS, BE ABLE TO
CORRECT IT FOR THE UPCOMING YEAR?

No. First, depreciation studies are generally performed every 3 to 5 years. Second, when
depreciation studies are performed, they are based on historical test years and only after
obtaining the results are they then placed into rate case test years which often are after the
depreciation test period. Thus, the example in which I assumed a 1-year error in life
estimation, and the correction made before the beginning of the second year, is truly an
optimistic assumption in the example. In reality, an ELG rate developed at the outset of
the example would be in place many years, which would result in a significantly greater
over recovery of depreciation expense than exhibited in the example. Recall that it has

been 15 years since the existing rates were approved by the Commission.

10
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Q. THEN THE REAL WORLD APPLICATION OF ELG PRODUCES AN EVEN
MORE SEVERE IMPACT THAN THE PROPONENTS OF ELG NORMALLY
INDICATE?

A. Yes. The proponents of ELG normally talk in terms of depreciation analysis without
going the additional step of integrating the depreciation analysis into the ratemaking
process. Once this additional step is taken into account, it further distorts the
appropriateness of the ELG methodology to function in the real world of utility
ratemaking.

Q. ARE THERE ACTUAL COMPANY EXAMPLES WHICH CORROBORATE
THE HYPOTHETICAL EXAMPLE YOU HAVE JUST OFFERED?

A. I have reviewed the Company’s various plant accounts. These accounts contain extensive
examples in which the retirements that have occurred differed, and some cases differed
significantly from what the assumed ASL and corresponding dispersion curve would

have indicated.

Q. IS THIS VARIANCE BETWEEN THE COMPANY’S ACTUAL HISTORICAL
DATA AND THE COMPANY’S ESTIMATE OF RETIREMENTS SET FORTH
IN ITS CURRENT RECOMMENDATIONS PRECISELY THE DIFFERENCE
BETWEEN THEORETICAL CALCULATION AND REAL WORLD
OCCURRENCES THAT YOU ARE DISCUSSING HEREIN?

A. Yes. The ELG methodology takes a theory and applies it as though it is a precise picture
of the future without recognition of the impact that can transpire due to the realities of

real world operations of utility systems.

SENSITIVITY TO TIME

Q. IS THE ELG PROCEDURE MORE SENSITIVE TO TIME THAN THE ALG
PROCEDURE?
A. Yes, it is. As previously noted, the ELG procedure assumes precise division of the

investment into annual retirement increments over the entire life of the property.

11
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Theoretically, it further assumes that the dollar weighted ELG depreciation rate will be

implemented immediately and will be in place for only 1 year.

WHAT HAPPENS IF THE ELG DEPRECIATION RATE IS KEPT IN PLACE
FOR MORE THAN 1 YEAR?

If an ELG depreciation rate is kept in place for more than the year for which it was
developed, it accelerates the level of depreciation expense for the plant from which it was
developed. The manner in which ELG depreciation must be developed automatically
destroys the time dependent relationship between the calculation period and the
application period. In other words, in order to rely on a historical test period for
depreciation purposes, one has already lost the window of opportunity to implement
those ELG derived depreciation rates to the appropriate plant balances without distortion.
In this case, the depreciation rates are based on data through 2008. The rates in this case
will not become effective until late 2010, or almost 2 years later. Thus, the precision
attempted to be gained through the theoretical development of ELG rates is lost in an

attempt to employ such methodology in the real world.

WHAT HAPPENS IF THE ELG RATE IS NOT PLACED IN SERVICE IN A
TIME PERIOD SPECIFICALLY CORRESPONDING TO THE TEST YEAR
PERIOD OF THE DEPRECIATION ANALYSIS FROM WHICH IT WAS
DEVELOPED?

If the ELG rates are implemented after the historic test year of the depreciation analysis

upon which it was developed, it is already out of date and distorts the precise relationship

upon which its calculation procedure is predicated. Therefore, if a 2008 depreciation test
year is utilized and a 2011 implementation of such rate is relied upon for ratemaking
purposes, then the precision upon which the ELG procedure is theoretically grounded is

destroyed and additional accelerated depreciation impacts transpire.

12
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IS IT EVER POSSIBLE TO PERFORM A HISTORIC DEPRECIATION
ANALYSIS RELYING UPON AN ELG PROCESS AND IMPLEMENT THOSE
SAME RATES DURING THE TIME PERIOD APPLICABLE TO ITS
DEVELOPMENT?

No. It is theoretically impossible and in reality cannot transpire. Thus, those who believe
they have built a better mousetrap with the theoretical ELG model cannot in fact utilize it

to catch a real world mouse.

CONSISTENCY BETWEEN LIFE AND SALVAGE ANALYSIS

DID THE COMPANY EMPLOY A SIMILAR ELG CONCEPT IN ITS SALVAGE
ANALYSIS?
No, it did not.

HOW DOES THE CONCEPT OF ELG TRANSLATE INTO A SALVAGE
RELATED ANALYSIS?

The ELG process, as previously noted, breaks the investment in a plant account down
into individual equal life groups. If a unit of property retires in the first year of operation,
the concept is to recover 100% of the investment in such item of plant during that 1 year
period, which is the equivalent of assigning a 100% depreciation rate to that investment.
In order to translate this same concept over to the salvage analysis, one would need to
realize, in general, that when an item of plant retires in its first year of operation it will
have a higher level of gross salvage than the equivalent item which would retire in the
fiftieth or sixtieth year of operation.' Thus, a salvage analysis would need to be
performed on a time differentiated basis in order to reflect potentially higher levels of
gross and net salvage corresponding to the shorter lived items defined in the ELG life

calculation.

! An example of this relationship would be a pump that fails in its first year of operations normally would have a
greater salvage value to a rebuilder than a pump which fails after 40 years when no spare parts are available.

13
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DID MR. ROFF ALSO PROVIDE INFORMATION IN THAT SAME CASE
WHICH WOULD INDICATE THAT HE WAS INCORRECT?

Yes. Mr. Roff provided a publication entitled American Gas Association/Edison Electric
Institute An Introduction to Net Salvage of Public Utility Plant* On page 6 of that

publication the following statement is made:

if age interval net salvage estimates are desirable and/or identifiable, ELG
based net salvage recovery can be incorporated into the depreciation rates.

WHAT WOULD BE THE IMPACT ON DEPRECIATION RATES IF THERE
WAS A MATCHING OF ELG CONCEPTS BETWEEN THE LIFE AND
SALVAGE ANALYSIS?

The net impact would be to move the ELG rate closer to the ALG rate. Thus, reducing
the level of accelerated depreciation associated with the currently proposed procedure

which only reflects ELG concepts for life analysis.

DOES THE COMPANY MAINTAIN ITS ACCUMULATED PROVISION FOR
DEPRECIATION ON AN ELG BASIS?

No, it does not. In fact, it doesn’t even keep the information on an account basis.

PLEASE EXPLAIN WHAT AN ELG BASIS IS, AND HOW IT APPLIES TO THE
ACCUMULATED PROVISION FOR DEPRECIATION?

If one is to accept the ELG premise of absolute precision, which is required in order to
utilize ELG in the life portion of a depreciation calculation, then the consistent
application of precision must also be applied to the accumulated provision for
depreciation. Under this arrangement, the Company would be required to maintain an
additional significant level of accounting detail applicable to each individual property
unit in order to accrue the depreciation expense attributable to that property unit

corresponding to what was assumed to exist in the life analysis.

2 NPSC Docket No. 93-3005, OCA 2™ RFI, Qn. 2-13.

14
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WHAT WOULD THE ESTABLISHMENT OF INDIVIDUAL PROPERTY UNIT
ACCUMULATED PROVISIONS FOR DEPRECIATION ACCOUNTS
REQUIRE?

It would require extensive and significant expansion of the record keeping process. It
would require the establishment of a separate accumulated provision for depreciation for
each different ELG block within each different vintage of property for each plant account
or sub-account. Thus, every single year in which an addition is made to plant in service, a
new and distinct series of accumulated provision for depreciation accounts would need to

be created.

As an example, if one were to carry the example previously set forth in my appendix
through to the concept of an accumulated provision for depreciation, then the Company
would be required to create two separate ELG accumulated provisions for depreciation
for the two items of additions in that year. One provision would account for the 1 year
life property and the other provision group would account for the 3 year life property.
Only under this arrangement would one be able to complete the consistent accounting of
the property in question under each ELG. The results would be that the assumed 1 year
life property would actually be significantly over-accrued unless the Company could
have reacted fast enough to realize that it had incorrectly estimated the service life of the

unit. This would require extensive monitoring of all plant accounts on a vintage basis for
each ELG.

WOULD THIS TYPE OF ACCOUNTING BE EVEN MORE COMPLEX UNDER
REAL WORLD UTILITY OPERATION?

Yes. Rather than assuming a simple two unit example with a 1 and a 3 year life for the
two items of property, assume addition of millions of dollars corresponding to potentially
thousands of different equal life groups of additions for each year. Then multiply that
number of accumulated provisions for depreciation by each year into the future in which
the Company adds plant in service. One can easily see the mushrooming administrative

nightmare that would transpire, especially when one assumes that life characteristics

15
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