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FERC Account 364 Poles, Towers, & Fixtures (50 R5)

This account contains poles and towers of various material types: wood,
concrete, and steel. The current balance is $392.1 million for this account. The
approved existing average service life is 40 years with an S5 dispersion. Most of
the poles across the system are made of wood, but there are a few steel and
concrete poles in highly specialized situations. The length of these assets can
range generally from 30 feet to 60 feet with the most prevalent sizes being 40 feet
and 45 feet. Company personnel believe that Osmose treatment will extend the life
of wood poles. The Company has completed year one of a 10 year cycle for
Osmose treatment of poles. Company personnel support a movement to a longer
life for this account. Based on a conservative movernent toward the impact of the
changing maintenance program, judgment and input from Company personnel, this
study recommends moving to 50 years with an R5 dispersion. A graph of the

proposed curve versus actual data is shown below,
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FERC Account 365 Overhead Conductor & Devices (60 R1)

This account consists of overhead conductor of various thickness, as well as
various switches and reclosers. The current account balance is $454.0 million for
this account. The approved rate assumes an average setrvice life of 43 years with
an R1 dispersion curve. Company personnel do not think there should be a large
difference between assets in Transmission Account 356- Conductor (with a
proposed life of 60 years) and distribution conductor in this account. They report
that some upgrades and relocation projects would affect distribution conductor
more. Company personnel state that conductor can last 50 years or longer and a 60
year life is not unreasonable for this account. The analysis of shorter bands reflects
unreasonable results with shorter lives, therefore the longer band indications are
used. Based on actuarial analysis and input from Company personnel, this study
recommends increasing the life to 60 years while retaining the R1 dispersion. A

graph of the observed data versus the proposed curve is shown below.
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FERC Account 366 Underground Conduit (54 $3)

This account consists of conduit, duct banks, vaults, manholes, and
ventilating system equipment. The account balance is $82.5 million for this account.
The existing rate is based on a life estimate of 50 years with an S3 dispersion
pattern. Life analysis gives indications of shorter life across newer bands.
Company personnel report that conduit is PVC Schedule 40 with Schedule 80
coming out of the ground. The Company will occasionally run spare conduit in some
situations. Company SMEs believe the life of this account should be longer than the
life of UG Cable in Account 367. When possible, Company SMEs repot that the
reuse the conduit if the cable is not melted in the conduit. From on operations
perspective, they feel that a slight increase in the life of this account is reasonable
operationally. Based on the expectation of Company personne! and indications in
the widest band, the current depreciation study recommendation is a 54 S3 life and

dispersion. A graph of the observed data versus the proposed curve is shown

below.
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FERC Account 367 Underground Conductor & Devices (48 R2)

This account consists of underground distribution conductor, switches, and
switchgear. The balance is $122.9 million for this account. The currently approved
life is 48 years with an R2 dispersion curve. The very limited life analysis has some
indication of a slightly longer life, which Company experts do not find reasonable.
Company personnel state that most cable is in conduit, and that the Company has
been using conduit for over 30 years. Bad terminations or animals creating shorts
are the largest reason for faults. Dig-ins also can cause faults. There have been no
changes in the type of cable or the practices related to the cable. Company
personnel state that there is no reason that the life would move higher, or any
reason that the cable life in Account 366 would be longer than conduit life in Account
367. Company experts believe that from an operational standpoint, the current life
of this account is more reasonable. Based on input from Company personnel, the
current depreciation study recommends retaining the existing life of 48 years with an
R2 dispersion. A graph of the observed data versus the proposed curve is shown

below.
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Account: 367
Scenario: Cleco Actuanial Data @ 2021

a Aclual Data o R248.00
1on-ci=n-umuuunnﬁbﬁtﬁmnm
Dnnaﬁﬁﬁsaauutnnn. A
DDE
8o - Ik
Du"—'fn Y TYYVYYPH P
=4 B
2 50 Dnu:
2 "
@ -
; o
s 40 ?
[&] un
o b
o unn
20 ”
UDU
0
0 14 28 42 > "
Age [Years}

Vintages; 1361-2021
Adivity Years: 2008-2021

FERC Account 368 Line Transformers (35 R2)

This account consists of line transformers, regulators, and capacitors. The
account balance is $422.9 million for this account. The currently approved life for
this account is 31 years with an R2.5 dispersion pattern. Capacitors and voltage
regulators are in this account as well. Capacitors are higher maintenance. From an
operational standpoint, Company personnel see no reason why the life of this
account would change materially, and they believe the current life is more
reasonable based on their experience. Based on the full band indications and input
from Company personnel, the current depreciation study recommends moving to a
35 year life and changing from the R2.5 to the R2 dispersion. A graph of the

observed data versus the proposed curve is shown below.
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FERC Account 369 Services (36 R5)

This account includes overhead and underground services with a balance of
$119.3 million. The currently approved life for this account is 34 years with an R5
dispersion curve. Company personnel report that there has been no material
change in the treatment of services through time. The service is from the secondary
conductor to the meter on the house. If there is a pedestal, the service is from the
pedestal to the meter on the house. Based on input from Company personne! and
actuarial life analysis, the current depreciation study recommendation is to slightly

change to 36 R5. A graph of the observed data versus the proposed curve is shown

below.
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FERC Account 370 Meters (28 R0.5)

This account includes all distribution meters and has a current balance of
$16.8 million. The currently approved life is 28 years with an R0.5 dispersion curve.
The life pattern of this account is erratic over time. Discussions with Company
personnel indicated that they are actively replacing old meters with new smart (AMI)
meters. Based on judgment, this study recommends retaining the existing 28 year

life with an RO.5 dispersion curve. A representation of the proposed curve is shown

below.
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FERC Account 370.1 AMI Meters (15 R2)

This account includes all AMI type distribution meters and has a current
balance of $72.1 million. There was no plant in this account in the last depreciation
study. Based on the life of Account 370, the currently approved life is 28 years with
an R0.5 dispersion curve. Early AMI meters had a design flaw where most meters
were replaced under warranty. The company has retired the meters and new
meters and placed on the books with no cost. They do not expect later meters to
have that issue. Based on the short-lived electronics in these meters, Company
personnel expect these meters to have a 15 year life. The current depreciation
study recommendation is to move the life from 28 to 15 years and also change the

dispersion to a steeper R2 pattern.
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FERC Account 371 Installation on Customer Premises (20 R1)

This account consists of roof top solar installations. The current account
balance is $1.1 million for this account. The currently approved life for this account
is 34 years with an R1 dispersion pattern. The existing life was based on prior
periods when the assets in this account were guard lights (with a longer life). Input
from Company personnel indicates that solar installations, including those in Other
Production, would be expected to have a 20 year operational life. Based on input
from Company personnel, the current depreciation study recommendation is to
decrease the life to 20 years and retain the R1 curve. A representative curve shape

is shown below.
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FERC Account 372 Leased Property (34 R1)

This account consists of leased property. The current account balance is $57
thousand for this account. The currently approved life for this account is 34 year
with an R1 dispersion pattern. There have been no retirements in this account.

This study recommends retaining the existing a 34 R1. A representative curve

shape is shown below.
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FERC Account 373 Street Lighting (33 R5)

This account includes all distribution streetlights, conductor, conduit,
luminaire, and standards. The current account balance is $82.6 million for this
account. The currently approved life for this account is 33 years with an R5
dispersion curve. Life analysis indications suggest the life is increasing; however,
Company personnel do not believe that is reasonable from an operational
standpoint.. Company personnel report that they are moving to LED lighting by
attrition. The 100 Watt lights have a much shorter life than the older models and
make up the majority of the assets in the account. There is a system issue that is
not triggering the appropriate level of retirements in this account. After conversion
to a new system that should capture most luminaire replacements and retirements,
Company personnel believe that more accurate reporting will occur. Based on the
input from Company personnel, the current depreciation study recommendation is to

retain the existing 33 year life with an R5 dispersion.
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Regional Transmission And Operations Plant

Regional Transmission and Operations Accounts, FERC Accounts 381-385

FERC Account 381 Structures & Improvements (56 SQ)

This account includes the cost of general structures and improvements used
for regional transmission and operations plant. The assets are located in the third
floor of CLECO’s general office. There is approximately $1.1 million in this account.
The approved life for this account is 56 years and an SQ dispersion. There is
insufficient retirement experience to perform an actuarial analysis in this account.
This study recommends retaining the existing 56 SQ dispersion for this account.

No graph is shown.

FERC Account 382 Computer Hardware (5 SQ)

This account includes computer hardware used for regional transmission and
operations assets. There is approximately $304 thousand in this account. The
approved life for this account is 5 years and an SQ dispersion. There is insufficient
retirement experience to perform an actuarial analysis in this account. Company
personnel report that that these assets are similar to Account 331.1 Computer
Hardware, which has a 5 year life. This study recommends retaining the existing 5
SQ dispersion for this account. No graph is provided.

FERC Account 383 Computer Software {12 SQ)

This account includes all computer software associated with regional
transmission and operations plant. The current account balance is $2.0 million. The
current approved life is 12 years with an SQ dispersion for this account. There is
insufficient retirement experience to perform an actuarial analysis in this account.
Company personnel state that much of the cost in this account is a software market
analysis tool (ProMod — now owned by Hitachi Energy) used to work with MISO.
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This asset was put in service in 2013, and the Company will upgrade annually, and
annual upgrades will fall under O&M. Company personne! believe that the current
12 year life would be reasonable. This study recommends retaining the existing 12

SQ dispersion for this account. No graph is provided.

FERC Account 384 Communications Equipment (16 SQ)

This account includes all computer communications equipment associated
with regional transmission and operations plant. The current account balance is
$542 thousand for this account. The current approved life is 16 years with an SQ
dispersion for this account. There is insufficient retirement experience to perform an
actuarial analysis in this account. Based on judgment, this study recommends

retaining the existing 16 SQ dispersion for this account. No graph is provided.

FERC Account 385 Miscellaneous Equipment (24 SQ)

This account includes the cost of general structures and improvements used
for utility service. There is approximately $273 thousand this account. The
approved life for this account is 24 years and an SQ dispersion. There is insufficient
retirement experience to perform an actuarial analysis in this account. Based on
judgment, this study recommends retention of a 24 SQ dispersion for this account.

No graph is provided.
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Electric General Plant
Electric General Depreciated Accounts, FERC Accounts 390, 390.1, and 392

FERC Account 390 Structures & Improvements (41 R0.5)

This account includes the cost of general structures and improvements used
for utility service. There is approximately $54.2 million in this account. The
approved life for this account is 40 years with an R1.5 dispersion. Company
personnel report that they are starting to look at consolidation of buildings, but there
are not yet any firm plans. Company personnel report that components in this
account have different lives: roofs have an average 20 year replacements (many are
10 years old now), furnishing have a 25 years life minimum - cube equipment, floors,
furniture, etc., HVAC systems have a 20-25 years life on the corporate building, and
smaller HVAC systems have a 10-15 year life. Company personnel report that
paving materials (such as limestone — capitalized by the ton) are replaced
frequently. On parking lots, Company personnel estimate a 15 to 20 year life for
asphalt and 20 years or more for concrete. Based on actuarial analysis and the
lives of the various components in this account, this study recommends a 41 year
life with an RO.5 dispersion. A graph showing the proposed curve compared to the

observed data is shown below.
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FERC Account 390.1 Leasehold Improvements (30 R5)

This account includes the cost of leasehold improvements for general

structures and improvements used for utility service. There is approximately $3.1

million in this account. The approved life for this account is 30 years and an R5

dispersion. Company experts state that the lifecycle of leasehold assets should

remain at the current level. Based on the mix of assets and expectations, this study

recommends retaining the 30 life with an RS dispersion. A graph showing the

proposed curve compared to the observed data is shown below.
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FERC Account 392 Transportation Equipment (10 L.2)

This account consists of various types of transportation equipment such as
cars, trucks, and trailers used for general utility service. There is approximately
$52.1 million in this account. This account currently has a life of 10 L2 for
depreciation. Company personnel report that the Company has around 620
vehicles, which include trailers and boats and other equipment. At around age 4 to
6 years or 100 thousand miles, Company personnel review the vehicles. They keep
assets 2to 4 more'years if they are in good condition. Company personnel do not
support a longer life given the existing operations. While actuarial analysis indicates
a slightly longer life, this study recommends retaining the existing life based on input
from Company personnel. A graph of the proposed 10 year life with an L2

dispersion compared to the observed data is shown below.
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Electric General Amortized Accounts, FERC Accounts 391, 393-398

There Company retires its vintage group assets in September annually. This
study made those computations based on year end, so there are small timing
differences.

FERC Account 391 Office Furniture and Equipment (20 SQ)

This account consists of miscellaneous office furniture such as desks, chairs,
filing cabinets, and tables used for general utility service. There is approximately
$5.3 million in this account, and after retirement of fully accrued assets, there is the
same amount in this account. This account currently has a life of 15 SQ for
amortization. After discussion with Company subject matter experts (“SMEs”"), this

study recommends a 20 year life with an SQ curve for amortization.

FERC Account 391.2 Computer Equipment (5 SQ)

This account consists of computer equipment used for general utility service.
There is approximately $14.9 million in this account, and after retirement of fully
accrued assets, there is $10.6 in this account. This account currently has a life of 5

SQ for amortization, which is retained in this study.

FERC Account 393 Stores Equipment (30 SQ)

This account consists of stores equipment used for general utility service.
There is approximately $2.5 million in this account, and after retirement of fully
accrued assets, there is $2.0 million in this account. Although there are other
shorter-lived assets, Company personnel confirm that shelving, which is one of the
largest items in this account, has a life of 40 years while many of the other large
items would have a much shorter live (e.q., fork lifts). This account currently has a
life of 40 SQ for amortization. After discussion with Company SMEs, based on the
mix of assts in this account, this study recommends moving to a 30 year life with an

SQ curve for amortization.

FERC Account 394 Tools, Shop, and Garage Equipment (15 SQ)
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This account consists of various items or tools used in shop and garages
such as air compressors, grinders, mixers, hoists, and cranes. There is
approximately $10.5 million in this account, and after retirement of fully accrued
assets, there is $8.5 million in this account. This account currently has a life of 27
SQ for amortization. After discussion with Company SMEs this study recommends a

15 year life with an SQ curve for amortization.

FERC Account 395 Laboratory Equipment {30 SQ)

This account consists of laboratory equipment used in general utility service. There
is approximately $4.0 million in this account, and after retirement of fully accrued
assets, there is $2.5 million in this account. This account currently has a life of 45
SQ for amortization. After discussion with Company SMEs, based on the
increasingly electronic nature of these assets, this study recommends moving to a

30 year life with an SQ curve for amortization.

FERC Account 396 Power Operated Equipment (20 SQ)

This account consists of bulldozers, forklifts, trenchers, and other power
operated equipment that cannot be licensed on roadways. The currently approved
life and curve for this account is the 18 SQ. There is approximately $4.8 million in
equipment in this account, and after retirement of fully accrued assets, the balance
remains the same. Most of these assets are located at the generating plants.
Several forklifts have been replaced recently. Company personnel state that a
forklift lasts between 15 and 20 years. Actuarial analysis shows the 21 year life with
an S4 dispersion to be a good match. Since this account is amortized, an SQ
dispersion will be used. After examining various actuarial bands, this study
recommends moving from an 18 year life and to a 20 year life with an SQ
dispersion. The results matching Company data to the chosen life is shown below.
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FERC Account 397 Communication Equipment (15 SQ)

This account consists of miscellaneous communication equipment used in
general utility service. There is approximately $67.4 million in this account, and after
retirement of fully accrued assets there is $50.7 million in this account. This account
currently has a life of 16 SQ for amortization. After discussion with Company SMEs,

this study recommends a 15 year life with an SQ curve for amortization.

FERC Account 398 Miscellaneous Equipment (21 SQ)

This account consists of miscellaneous equipment used in general utility
service. There is approximately $3.1 million in this account, and that amount
becomes $3.0 million after retirement of fully accrued assets. This account currently

has a life of 21 SQ for amortization, which is retained in this study.
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Net Salvage Analysis

When a capital asset is retired, physically removed from service, and finally
disposed of, terminal retirement is said to have occurred. The residual value of a
terminal retirement is called gross salvage. Net salvage is the difference between
the gross salvage (what the asset was sold for) and the removal cost (cost to
remove and dispose of the asset).

Gross salvage and cost of removal related to retirements are recorded on the
general ledger in the accumulated provision for depreciation at the time retirements
occur within the system.

Net salvage data by plant account for Transmission, Distribution, and General
Plant is shown in Appendix F. Removal cost percentages are calculated by dividing

the current cost of removal by the original installed cost of the asset. Some plant

assets can experience significant negative removal cost percentages due to the
timing of the addition versus the retirement. For example, a Transmission asset in
FERC Account 353 with a current installed cost of $500 (2022) would have had an
installed cost of $86.714 in 1972. A removal cost of $50 for the asset calculated
(incorrectly) on current installed cost would only have a negative 10 percent removal
cost {$50/$500). However, a correct removal cost calculation would show a
negative 58 percent removal cost for that asset ($50/$86.71). Inflation from the time
of installation of the asset until the time of its removal must be taken into account in
the calculation of the removal cost percentage because the depreciation rate, which
includes the removal cost percentage, will be applied to the original installed cost of
assets.
Salvage Characteristics

For each account, data for retirements, gross salvage, and cost of removal
for each account were derived from 1889-2021. Moving averages, which remove
timing differences between retirement and salvage and removal cost, were analyzed

over periods varying from three to 10 years.

4 Using the Handy-Whitman Bulletin No. 195, E-5, line 34, $86.71 = $500 x 167/963.
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Steam Production and Other Production, FERC Accounts 310-346

The concept behind the net salvage cost component of depreciation fates for
power plants is different from that of Transmission or Distribution assets. Power
plants are discrete units that will need to be dismantled after the end of their useful
lives. Because of this, there are two types of analysis required, one for the interim
activity and the other based on engineering studies conducted to determine the cost
to dismantle the individual units or plants at end of life.

The list of the individual account interim net salvage percentages are shown in
Appendix C. The terminal or dismantlement net salvage percentages are shown in
Appendix G. Company personnel provided unit specific dismantling costs were
calculated in current (2021) dollars for: Acadia, Alternative Energy Center, Coughlin
Plant, Nesbitt Plant, Madison 3, St. Mary's Clean Energy Center, and Teche Plant.
No trending of dismantling costs was incorporated in these computations. These
net salvage percentages were used in the calculation of the depreciation expense
for each plant. Interim retirement activity was included to model total net salvage.
The combination of interim net salvage activity and terminal dismantiing costs are

shown in Appendix F.

Steam Production- Interim Net Salvage

The net salvage percentages shown below are the interim net salvage
percentages for each plant account. These are also shown in Appendix C-1 of this
report. The accounts contained in Steam Production were statistically analyzed
using the historical cost for salvaging and removing assets with rolling and shrinking
bands from 1993-2021. All terminal retirements of generating assets were excluded
from the analysis. Detailed analysis is shown in Appendix E for each plant account.

FERC Account 311 Structures and Improvements (-20% Net Salvage)
This account includes any salvage and removal cost related to structures and

improvements used for steam utility operations. The currently approved net salvage
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percent for this account is negative 15 percent. The most recent (2021) year
moving average shows net salvage ranging from negative 19 to 31 percent. Based
on continuation of historical indications, this study recommends moving to negative
20 percent interim net salvage.

FERC Account 312 Boiler Plant Equipment (-10% Net Salvage)

This account includes any salvage and removal cost related to boiler plant
used for steam utility operations. The currently approved net salvage percent for
this account is negative 10 percent. The most recent (2021) year moving average
shows net salvage ranging from negative 5 to 8 percent. Based on continuation of
historical indications, this study recommends retaining the existing negative 10

percent interim net salvage.

FERC Account 314 Turbogenerator Equipment (~20% Net Salvage)

This account includes any salvage and removal cost related to turbo-
generator equipment used for steam utility operations. The currently approved net
salvage percent for this account is negative 15 percent. The most recent (2021)
moving average for years 3 through 10 shows net salvage ranging from negative 11
to 34 percent. Based on continuation of historical indications, this study

recommends moving to negative 20 percent interim net salvage.

FERC Account 315 Accessory Electric Equipment (-5% Net Salvage)

This account includes any salvage and removal cost related to accessory
electric equipment used for steam utility operations. The currently approved net
salvage percent for this account is 0 percent. Most recent (2021) year moving
average through year shows net salvage becoming more negative from earlier
period. The overall 10 year average shows negative 5 percent for this account,
Based on continuation of historical indications, this study recommends moving to 5
percent interim net salvage.
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FERC Accounts 316 Miscellaneous Power Plant Equipment (-5% Net Salvage)

This account includes any salvage and removal cost related to power plant
equipment used for steam utility operations. The currently approved net salvage
percent for this account is negative 5 percent. The most recent (2021) year moving
average shows net salvage ranging from negative 1 to 4 percent. Based on
continuation of historical indications, this study recommends retaining the existing

negative 5 percent interim net salvage.

Other Production- Inferim Net Salvage

The accounts contained in Other Production were statistically analyzed using
the historical cost for salvaging and removing assets with rolling and shrinking
bands from 1983-2021. All terminal retirements of generating assets were excluded

from the analysis. Detailed analysis is shown in Appendix E for each plant account.

FERC Account 341-346 (-10% Net Salvage)

This account includes any salvage and removal cost related to other
production utility operations. Currently there is no interim net salvage used for this
account. The overall data for Other Production with all accounts combined shows
an overall net salvage of negative 10 percent for the most recent year (2021).
Based on historical data for this function, this study recommends negative 10

percent interim net salvage.
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Transmission, Distribution and General Plant

The accounts contained in Transmission, Distribution, and General Plant
were statistically analyzed using the historical cost for salvaging and removing
assets with rolling and shrinking bands from 1993-2021. A brief discussion of the
existing net salvage and current study recommendations for each account in those
functions follow below. Detailed analysis is shown in Appendix E for each plant

account.

Transmission Plant
Transmission Accounts 352-359
FERC Account 352 Structures and Improvements (-5% Net Salvage)

This account consists of gross salvage and or cost of removal for buildings,
structures, fences, lighting systems, and other related assets related to transmission
plant. The currently approved net safvage percent for this account is O percent.
There is very limited retirement data for this account, with a retirement in 2001 and
anotherin 2017. The retirement in 2017 produced negative net salvage of negative
58 percent net salvage. Some degree of negative net salvage is experienced for
most electric utility companies. As a result, this study recommends moving from 0

percent net salvage to negative 5 percent net salvage for this account,

FERC Account 353 Station Equipment (-5% Net Salvage)

This account consists of gross salvage and or cost of removal for conductors,
switches, grounding systems, panels, breakers, and other assets related to station
equipment. The currently approved net salvage percent for this account is positive 5
percent. Cost of removal is increasing. The most recent (2021) year moving
average shows net salvage ranging from negative 9 to 20 percent for years one
through four. As a result, this study recommends moving from positive 5 percent to
negative 5 percent net salvage for this account.



LPSC Docket No, U-X000
Exhibit CCM-5
Page 78 of 141

FERC Account 354 Towers and Fixtures (-25% Net Salvage)

This account consists of gross salvage and or cost of removal for towers,
lighting systems, generators, and other related assets at each power plant. The
currently approved net salvage percent for this account is negative 25 percent. The
most recent (2021) year moving average shows net salvage ranging from negative
19 to 61 percent for years four through ten. As a resuit, this study recommends

retention of the existing negative 25 percent net salvage for this account.

FERC Account 355 Poles and Fixtures (-30% Net Salvage)

This account consists of gross salvage and or cost of removal for wood and
steel poles, frames, wood cross arms, and other related fixtures. The currently
approved net salvage percent for this account is negative 50 percent. Cost of
removal has declined slightly from levels seen in the |ast depreciation study. The
most recent (2021) year moving average shows net salvage ranging from negative
30 to 106 percent. As a result, this study recommends changing net salvage from

negative 50 to negative 30 percent net salvage for this account,

FERC Account 356 Overhead Conductors and Devices (-25% Net Salvage)
This account consists of conductors, arrestors, switches, and other related
devices. The currently approved net salvage percent for this account is negative 25
percent. The most recent (2021) 7 to 10 year moving average ranges from negative
23 to 43 percent net salvage. As a result, this study recommends retaining negative

25 percent net salvage for this account.

FERC Account 358 Underground Conduit and Devices (0% Net Salvage)

This account consists of gross salvage and cost of removal for underground
cable and other related devices. The currently approved net salvage percent for this
accountis 0 percent. The data is very sparse for this account. Based on judgment,
this study recommends retention of 0 percent net salvage for this account.
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FERC Account 359 Road and Trails (0% Net Salvage)

This account contains of gross salvage and cost of removal for various roads
and dirt trails to various lines and substations. The currently approved net salvage
percent for this account is 0 percent. There has been no retirement or removal cost
for this account over the period that data is available. Based on judgment, this study

recommends retention of 0 percent net salvage for this account.

Distribution Accounts, FERC Accounts 361-373
FERC Account 361 Structures & Improvements (-5% Net Salvage)

This grouping contains facilities including fencing and other structures found
in distribution substations. The currently approved net salvage percent for this
account is O percent. There is very limited retirement data for this account, with a
retirement in 1997 and another in 2008. Some degree of negative net salvage is
experienced for most electric utility companies. Based on Company data and the
recommendation for Account 352, this study recommends moving from 0 percent

net salvage to negative 5 percent net salvage for this account.

FERC Account 362 Station Equipment (-5% Net Salvage)

This grouping contains a wide variety of distribution substation equipment,
from circuit breakers to switchgear. The currently approved net salvage percentage
is positive & percent. Proceeds from retums to stores have declined, and the
Company is experiencing negafive net salvage in this account. The most recent
(2021) moving average ranges from negative 7 to 22 percent net salvage. Giving
consideration to all the information, this study recommends moving to negative 5

percent net salvage at this time.

FERC Account 364 Poles, Towers, & Fixtures (-60% Net Salvage)

This account contains poles and towers of various material types: wood,
concrete, and steel. The currently approved net salvage percentage is negative 30
percent. The most recent (2021) moving average ranges from negative 109 to 169
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percent net salvage. Giving consideration to all the information, this study

recommends moving in the direction of the indications to negative 60 percent.

FERC Account 365 Overhead Conductor & Devices (-25% Net Salvage)

This account consists of overhead conductor of various thickness, as well as
various switches and reclosers. The currently approved net salvage percentage is 0
percent. Removal cost has increased since the last depreciation study. The most
recent (2021) moving average ranges from negative 25 to 33 percent net salvage for
years 5 through 10. Giving consideration to all the information, this study

recommends moving from 0 percent net salvage to negative 25 percent at this time.

FERC Account 366 Underground Conduit (-20% Net Salvage)

This account consists of Distribution conduit, duct banks, vaults, manholes,
and ventilating system equipment. The currently approved net salvage percentage
is 0 percent. Removal cost has increased since the last depreciation study. The
most recent (2021) moving average ranges from negative 11 to 27 percent net
salvage for years 2 through 10. Based on recent data, this study recommends

moving from O percent net salvage to negative 20 percent for this account.

FERC Account 367 Underground Conductor & Devices (-10% Net Salvage)
This account consists of Distribution conductor, switches, and switchgear.
The currently approved net salvage percentage is positive 4 percent. Removal cost
has increased since the last depreciation study. The most recent (2021) moving |
average ranges from negative 7 to 53 percent net salvage. Based on Company
history, this study recommends moving from positive 4 percent to negative 10

percent net salvage at this time.

FERC Account 368 Line Transformers (-15% Net Salvage)
This account consists of line transformers, regulators, and capacitors. The
currently approved net salvage percentage is positive 10 percent. The current study
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indications suggest an increase in removal cost and negative net salvage for this
account. The most recent (2021) moving average ranges from negative 13 to 31
percent net salvage. After reviewing Company history, this study recommends

moving from positive 10 to negative 15 percent net salvage for this account.

FERC Account 369 Services (-3% Net Salvage)

This account includes overhead and underground services. The currently
approved net salvage percentage is negative 30 percent. Since the last
depreciation study, there has been a decline in negative net salvage for this
account. The five year moving averages from years 2008-2021 cluster between
negative 2 to negative 5 percent. The ten year moving averages from years 2008-
2021 range between negative 2 to negative 53 percent. Upon evaluating current net
salvage trends in this account, this depreciation study recommends moving from
negative 30 percent to negative 3 percent net salvage for this account.

FERC Account 370 Meters (-5% Net Salvage) ‘

The meter account contains electromechanical meters. The currently
approved net salvage percentage is positive 10 percent. Gross salvage has
decreased and removal cost has increased in this account. The five and 10 year
moving averages from years 2013-2021 cluster from 0 percent net salvage to
negative 25 percent net salvage. Based on recent net salvage results, this study

recommends changing from positive 10 percent to negative 5 percent net salvage.

FERC Account 370.1 AMI Meters (-2% Net Salvage)

This account includes all AMI Distribution meters. The currently approved net
salvage percentage is O percent. The most recent year (2021) shows negative net
salvage ranging from negative 2 to negative 8 percent. Based on judgment, this
study recommends moving to negative 2 percent net salvage for this account.
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FERC Account 371 Installation on Customer Premises (0% Net Salvage)
This account consists of rooftop solar installations. The currently approved
net salvage percentage is negative 5 percent. Over time there has been limited
data with activity in 1997 being the only year showing net salvage or retirement
activity. Based on judgment, this study recommends moving to 0 percent net

salvage.

FERC Account 372 Leased Property {0% Net Salvage)

This account consists of leased property. The currently approved net salvage
percentage is 0 percent. No cost of removal had been recorded in this account over
the historic period available. This study recommends retention of the existing 0

percent net salvage.

FERC Account 373 Street Lighting (-40% Net Salvage)

This account includes all Distribution streetlights, conductor, conduit;
luminaire, and standards. The currently approved net salvage percentage is
positive 15 percent. Since the last depreciation study, negative net salvage has
increased from past levels. Net salvage experience has been in a range of negative
22 to negative 55 percent. The moving averages since 2013 have been consistently
around negative 40 percent or greater. Based on these indications, this study
recommends moving to a negative 40 percent net salvage.

Regional Transmission And Operations Plant

Regional Transmission and Operations Accounts, FERC Accounts 381-385

FERC Account 381 Structures & Improvements (0% Net Salvage)

This account includes any gross salvage and/or cost of removal for general
structures and improvements used for regional transmission and operations plant.
The currently authorized net salvage rate for this account is 0 percent. This study

recommends retaining the approved 0 percent net salvage for this account.
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FERC Account 382 Computer Hardware (0% Net Salvage)

This account consists of gross salvage and/or cost of removal for computer
hardware used for regional transmission and operations assets. The currently
authorized net salvage rate for this account is 0 percent. Generally, little or no
removal cost is incurred and no salvage is received at the retirement of computer
hardware. Therefore, this study recommends retaining the approved 0 percent net
salvage for this account.

FERC Account 383 Computer Software (0% Net Salvage)

This account includes gross salvage or cost of removal for computer software
associated with regional transmission and operations plant. The currently
authorized net salvage rate for this account is O percent. Generally, little or no
removal cost is incurred and no salvage is received at the retirement of computer
software. Therefore, this study recommends retaining the approved 0 percent net

salvage for this account.

FERC Account 384 Communications Equipment (0% Net Salvage)

This account includes gross salvage and/or cost of removal for all computer
communications equipment associated with regional transmission and operations
plant. The currently authorized net salvage rate for this account is 0 percent.
Generally, little or no removal cost is incurred and no salvage is received at the
retirement of communication equipment. Therefore, this study recommends

retaining the approved 0 percent net salvage for this account.

FERC Account 385 Miscellaneous Equipment (0% Net Salvage}
This account includes gross salvage and/or cost of removal for all
miscellaneous equipment associated with regional transmission and operations

plant. The currently authorized net salvage rate for this account is 0 percent.
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Generally, little or no removal cost is incurred and no salvage is received at the
retirement of miscellaneous equipment. Therefore, this study recommends retaining

the approved 0 percent net salvage for this account.
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Electric General Plant
FERC Account 390 Structures & Improvements (-15% Net Salvage)

This account includes any salvage and removal cost related to structures and
improvements used for general utility operations. The currently authorized net
salvage rate for this account is negative 10 percent. Cost of removal has been
increasing over time. The 5 to 10 year moving average for year 2021 ranges from
negative 11 to negative 34 percent. To move in the direction of the trend, this

recommends moving from negative 10 percent to negative 15 percent net salvage.

FERC Account 390.1 Leasehold Improvements Equipment (0% Net Salvage)

This account includes any salvage and removal cost related to the cost of
leasehold improvements for general structures and improvements used for utility
service. The currently authorized net salvage rate for this account is 0 percent.
There has been some removal cost received in this account, but the amounts are

small. Based on judgment, the current net salvage of 0 percent is retained.

FERC Account 391 Office Furniture and Equipment (0% Net Salvage)

This account includes any salvage and removal cost related to miscellaneous
office furniture such as desks, chairs, filing cabinets, and tables. The currently
authorized net salvage rate for this account is 0 percent. The 5 to 10 year moving
average for year is 0 percent. Based on judgment, the existing 0 percentage is

retained.

FERC Account 391.2 Computer Equipment (0% Net Salvage)

This account includes any salvage and removal cost related to computer
equipment used in general operations. The currently authorized net salvage rate for
this account is O percent. Some positive net salvage has been received in recent
years, but the overall indication shows 0 percent in the most recent transaction year.

Based on recent data, this study recommends retention of the approved 0 percent
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net salvage at this time.

FERC Account 392 Transportation Equipment (Positive 23% Net Salvage)
This account includes any salvage and removal cost related to transportation
equipment such as cars, trucks, or trailers for general utility operations. The
currently authorized net salvage rate for this account is positive 50 percent. Gross
salvage has declined from levels approved in the last depreciation study. The most
recent 5 and 10 year moving averages are positive 23 percent for both periods. To
move in the direction of this trend, this study recommends rﬁoving net salvage from

positive 50 percent to positive 23 percent net salvage.

FERC Account 393 Stores Equipment (0% Net Salvage)

This account includes any salvage and removal cost related to stores
equipment. The currently authorized net salvage rate for this account is positive 5
percent. Since 2019, no salvage or removal cost has been received. Based on
recent experience, this study recommends moving from a positive 5 to 0 percent net

salvage for this account.

FERC Account 394 Tools, Shop, & Garage Equipment (0% Net Salvage)

This account includes any salvage and removal cost related to various items
or tools used in shop and garages such as air compressors, grinders, mixers, hoists,
and cranes. The currently authorized net salvage rate for this account is 0 percent

and is retained.,

FERC Account 395 Laboratory Equipment (0% Net Salvage)

This account includes any salvage and removal cost related to laboratory
equipment.. The currently authorized net salvage rate for this account is 0 percent.
Over its history, the Company has experienced little salvage or removal cost for
laboratory equipment. Typically, lab equipment at the end of its useful life will have
little, if any, value. Therefore, this study recommends retention of the approved 0
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percent net salvage for this account.

FERC Account 396 Power Operated Equipment (4% Net Salvage)

This account includes any salvage and removal cost related to bulldozers,
forklifts, trenchers, and other power operated equipment that cannot be licensed on
roadways. The currently authorized net salvage rate for this account is 2 percent.
Some positive salvage was experienced in 2012, 2014, and 2016. Based on recent
experience, this study recommends moving from positive 2 to positive 4 percent net

salvage for this account.

FERC Account 397 Communication Equipment (0% Net Salvage)

This account includes any salvage and removal cost related to miscellaneous
communication equipment such as the 800 MHz radio system. The currently
authorized net salvage rate for this account is negative 0 percent. The most recent
5 and 10 year moving averages are 1 percent for both periods. Therefore, this
study recommends retention of the approved negative 0 percent net salvage for this

account.

FERC Account 398 Miscellaneous Equipment (0% Net Salvage)

This account includes any salvage and removal cost related to miscellaneous
equipment. The currently authorized net salvage rate for this account is Q percent.
Some atypical removal cost salvage was received in 2016. Little salvage or removal
cost is expected for these assets. The most recent 5 and 10 year moving averages
are 0 and negative 13 percent respectively. Based on Company history and

judgment, this study recommends retention of the existing 0 percent net salvage.
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APPENDIX A

Depreciation Rate Calculations
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Depreciation Parameter Comparison
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