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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 

 
New York Power Authority  )  Docket No. ER15-___-000 

PREPARED DIRECT TESTIMONY OF 
AUSTIN O. DAVIS 

 
 

I. INTRODUCTION 1 

Q. Please state your name and business address. 2 

A. My name is Austin O. Davis.  My business address is 123 Main Street White Plains, 3 

New York 10601.   4 

Q. By whom are you employed and in what capacity? 5 

 My position is Manager Plant and Cost Accounting for the New York Power 6 

Authority (“NYPA” or the “Authority”), a corporate municipal instrumentality and 7 

political subdivision of the State of New York. 8 

Q. What are your principle areas of responsibility? 9 

A. My responsibilities include maintaining the accuracy and timely reporting of 10 

utility plant and related accounts, and ensuring that the Authority’s accounting for 11 

fixed assets follows generally accepted accounting principles (“GAAP”) and the 12 

Federal Energy Regulatory Commission’s (“FERC”) Uniform System of 13 

Accounts.  I am responsible for evaluating major expenditures to determine 14 

accounting treatment as capital or period expenses, and I work with project 15 

engineers and cost scheduling engineers to determine the useful lives of various 16 

assets.  I also monitor NYPA’s asset retirement obligations and am responsible 17 
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for the appropriate FERC classifications of all Operation & Maintenance and 1 

Administrative & General Costs 2 

Q. Please describe your educational background and employment experience. 3 

A. I received a Master’s Degree in Business Administration from Long Island 4 

University in 1999.  I also have a Bachelor’s degree in Accounting from Lehman 5 

College that I received in 1997. I have a certificate in the Principles of 6 

Accounting from the University of London Schools Examination Board.  I have 7 

held various positions in the Authority’s Accounting and Budget Departments 8 

from 1988 forward.   9 

Q. Have you had any formal training relating to depreciation and utility 10 
accounting? 11 

A. Yes.  I have received specialized training in Public Utility Accounting, Work 12 

Order and Asset Management Accounting, and Advanced Public Utility 13 

Accounting from the American Public Power Association continuing professional 14 

education program in 2007. 15 

II. PURPOSE OF TESTIMONY 16 

Q. What is the purpose of your testimony?  17 

A. The purpose of my testimony is to support the transmission and general plant 18 

depreciation rates included in the proposed formula rate (“Formula Rate”) filed by 19 

the Authority in this proceeding.  I corroborate the methodology which was used 20 

by Mr. Julius Breitling, P.E., in his depreciation study of NYPA’s transmission 21 

assets dated September 30, 1996 (the “1996 Study”).  My testimony confirms that 22 

NYPA adopted the recommendations of the 1996 Study by computing annual 23 

depreciation expense at the subaccount levels and maintaining the accumulated 24 
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depreciation at the same levels for its transmission and production plants. The 1 

1996 Study is attached as Exhibit No. PA-402, as the basis for NYPA’s 2 

depreciation rates for its transmission assets for the St. Lawrence-FDR Power 3 

Project, the Niagara Power Project, the Blenheim-Gilboa Pumped Storage Project, 4 

the J.A. FitzPatrick Nuclear Power Project, the Massena-Marcy 765 kV 5 

transmission line, and the Marcy-South 345 kV transmission line.  In addition to 6 

the 1996 Study, I also corroborate the methodology and procedures used in 7 

NYPA’s 1982 depreciation study (the “1982 Study”) that developed NYPA’s 8 

general plant depreciation rates, which is attached as Exhibit No. PA-403.  In my 9 

view, the depreciation rates have not changed materially since both studies were 10 

conducted. In particular, NYPA has not developed any new transmission assets 11 

since the 1996 Study was performed. Despite the fact that the Long Island Sound 12 

Cable was built prior to 1996, it was not included in the 1996 Study. Accordingly, 13 

I corroborate the depreciation rate for the Long Island Sound Cable used in this 14 

Formula Rate filing.  15 

III. DEFINITION OF DEPRECIATION 16 

Q. Please explain the definition of depreciation as used in the 1996 Study. 17 

A. The definition of depreciation that was used in preparing the Study is the same 18 

that is used by FERC and the National Association of Regulatory Utility 19 

Commissioners (“NARUC”): 20 

 Depreciation, as applied to depreciable electric plant, means the 21 
loss in service value not restored by current maintenance, incurred 22 
in connection with the consumption or prospective retirement of 23 
electric plant in the course of service from causes which are known 24 
to be in current operation and against which the utility is not 25 
protected by insurance. Among the causes to be given 26 
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consideration are wear and tear, decay, action of the elements, 1 
inadequacy, obsolescence, changes in the art, changes in demand 2 
and requirements of public authorities.1 3 

 
In the preceding definition, “service value” means the difference between 4 

original cost and the net salvage value.  “Net salvage value” means the salvage 5 

value of the property retired less the cost of removal of the electric plant.2 6 

Q. Does the definition of depreciation in the 1996 Study differ from that which 7 
is applied NYPA’s general plant assets or to the Long Island Sound Cable? 8 

 9 
A. No, the definition of depreciation is the same as that applied to the NYPA’s 10 

general plant assets and the Long Island Sound Cable.   11 

IV. 1996 DEPRECIATION STUDY OVERVIEW 12 

Q. How were the depreciation rates for NYPA transmission assets calculated?   13 

A. The depreciation rates for NYPA transmission assets were determined by the 14 

Straight Line Method, Equal Life Group Procedure and the Remaining Life 15 

Technique, using a Location-Life basis for certain projects and Whole-Life basis 16 

for other projects.  Straight Line Method is the simplest depreciation method and 17 

results in an equal amount of depreciation expense charged each period.  Page II-5 18 

of Exhibit No. PA-402 describes how the Average Life Group Procedure and the 19 

Equal Life Group Procedure were used to develop NYPA’s Straight Line Method 20 

depreciation rates.  Plant accounts and subaccounts where Location-Life basis 21 

was used assumes that all vintages of property will be retired at a specific date. 22 

The accounts and sub-accounts using Whole-Life basis assumes that all vintages 23 

of property will live through a complete cycle as depicted by an Iowa Curve. Page 24 

                                                 
1 18 C.F.R. part 101, Definition 12 (2014). 
2 Id. at Definition 37. 
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II-6 of Exhibit No. PA-402 lists the projects using Location-Life basis and 1 

projects using Whole-Life basis.   2 

Q. Please explain how the composite annual depreciation rate by accounts by 3 
Equal Life Group Procedure using Whole-Life or Location-Life basis were 4 
used to  calculate NYPA’s depreciation accrual rates. 5 

A. Using NYPA’s source data for 26 Iowa Curves, and generalized percent survivor 6 

curves, a computer program develops an annual depreciation rate for each 7 

vintage.   As of the date of the study, the Equal Life Group Procedure was used to 8 

calculate a weighted composite rate for each group. In addition, in order to apply 9 

the Remaining Life Technique, the program also develops the average remaining 10 

life of the surviving property in each group.  Calculations were made for both 11 

Location-Life Basis property and Whole-Life Basis property. The NYPA survivor 12 

curves were used to calculate the average service life for each account.  The 13 

average service life along with the net salvage percentages were used in the 14 

calculation of the annual depreciation accrual rates for NYPA assets as follows: 15 

 Annual Depreciation Accrual Rate = (100 – Net Salvage %) / Average Remaining 16 

Life.  17 

 Pages II-7 through II-21 of Exhibit No. PA-402 show how the methods and 18 

procedures were used to generate the rates. 19 

Q. Are the methods and procedures used in the 1996 Study consistent with 20 
methods and procedures commonly used in the electric utility industry?  21 

A. Yes. 22 

V. GENERAL PLANT DEPRECIATION OVERVIEW 23 
 24 
Q. What is the basis for NYPA’s general plant asset depreciation rate? 25 



Exhibit No. PA-401 
 
 

- 6 - 
 

A.        NYPA’s general plant depreciation rate was developed in accordance with the 1 

standards applied by the 1982 Study (Exhibit No. PA-403). This review included 2 

an investigation and analysis of NYPA’s historical plant data, together with an 3 

interpretation of past experience and future expectation to determine the average 4 

service life of assets at each account level.  NYPA has made updates to the 1982 5 

depreciation rates, as GAAP requires continual updates to depreciation rates 6 

resulting from changes in assets’ useful lives. The changes, most notably, include 7 

the following: (i) Account 391 Office Furniture & Equipment; and (ii) Account 8 

392 Transportation Equipment. The current estimate of shorter average service 9 

lives for assets in Account 391 is the product of the advancement in technology. 10 

As a result, the predominant part of our office furniture and equipment is 11 

computer software and hardware, which has a significantly shorter life than 12 

traditional furniture.  For Account 392, NYPA added an asset class with a five-13 

year service life for certain small fleet assets to complement the existing ten-year 14 

average service life that applies to large vehicles.  The stated depreciation rates 15 

for the aforementioned accounts in the Formula Rate represent the weighted 16 

average of the multiple asset classes. 17 

Q. How was the depreciation rate for NYPA’s general plant assets calculated? 18 

A.      NYPA uses the Straight Line depreciation method for all general plant assets.  19 

 The annual depreciation rate for each FERC Account is calculated as follows: 20 

Annual Depreciation Rate  = 
                        1 X 100% 
Average Estimated Service 
Life 
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The Average Estimated Service Life in the above formula is the average of 1 

expected useful life for all depreciable assets which were not fully depreciated as 2 

of December 31, 2014 for each FERC Account. 3 

Q. Are the methods and procedures used in the 1982 Study consistent with 4 
methods and procedures commonly used in the electric utility industry?  5 

A. Yes. 6 

VI. LONG ISLAND SOUND CABLE DEPRECIATION RATE OVERVIEW 7 

Q. What is the basis for the Long Island Sound Cable depreciation rate? 8 

A. NYPA has an agreement to recover the cost of the cable, through debt service, 9 

from the Long Island Power Authority (“LIPA”), which is credited against 10 

NYPA’s revenue requirement through the NYPA Transmission Adjustment 11 

Charge (“NTAC”) calculation.  NYPA uses a 30-year depreciable life for the 12 

Long Island Sound Cable based on the 30-year term of the bonds purchased to 13 

construct the facility in 1991.  The remaining life of the asset balance is between 14 

five and six years.  The Long Island Sound Cable depreciation rate is listed in this 15 

filing’s “Schedule K – Depreciation and Amortization Rates” (Exhibit No. PA-16 

102). 17 

VII. COST OF REMOVAL 18 

Q. Generally, what is the “cost of removal” as applied to depreciation rates? 19 

A. Cost of removal is an estimate of how much it will cost the company to physically 20 

remove the assets from service.  For example, this may take the form of the cost 21 

of securing unused or mothballed property, or the cost of an asset’s demolition. 22 

Q. Under what basis will NYPA recover its cost of removal under the proposed 23 
Formula Rate? 24 

 25 
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A. Beginning in 2015, NYPA will base its cost of removal for the Formula Rate on 1 

the 1996 Study’s estimates.  2 

Q. Does this conclude your testimony? 3 

A. Yes. 4 
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