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EXECUTIVE SUMMARY OF DANE A. WATSON 

I have conducted a depreciation study for transmission assets of LS Power Grid New 

York Corporation I (“LSPG-NY” or “The Company”).  This project is not yet in service, 

but depreciation rates will be needed once the transmission assets are energized.  This 

project includes building approximately 100 miles of double-circuit 345 kV transmission 

lines in existing rights-of-way, one new 345 kV switching station and one new 345 kV 

substations in upstate New York.  Portions of the Project will be owned by NYPA and 

portions will be owned by LSPG-NY, and my study applies to the LSPG-NY portions of 

the Project. Since this study is for assets that are not yet in service and no historical 

transactional data is available, a traditional depreciation study approach for life and net 

salvage which analyzes historical life and net salvage characteristics was not possible.    

LSPG-NY is seeking approval to adopt the life, net salvage percentages, and resulting 

depreciation rates of its Texas affiliate, Cross Texas Transmission, LLC (“Cross Texas” 

or “CTT”) approved by the Public Utility Commission of Texas (“PUCT”) in Docket No. 

43950 and accepted by FERC for other affiliates.1  Cross Texas is a transmission service 

provider that has developed and placed in service over 320 miles of mostly double-circuit 

345 kV transmission lines and several substations in northeast Texas.  The above ground 

transmission assets and resulting life characteristics for the two affiliates are similar.  

Exhibit DAW-2 includes the depreciation study completed for Cross Texas, related 

exhibits, and filed testimony approved in Docket 43950.   

  

 
1  The life parameters and rates approved in PUCT Docket 43950 were also accepted in FERC 

Docket ER16-453-000. 
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CTT has no underground transmission assets, but LSPG-NY may have underground 

transmission facilities in the event it is required to place facilities underground in its 

permitting process.  Therefore, LSPG-NY is requesting approval of depreciation rates for 

Account 357 – Underground Conduit and Account 358 – Underground Conductor and 

Devices.  Exhibit DAW-3 shows the calculations for my recommended rates for these 

accounts.  Additionally, LSPG-NY intends to compute a weighted average life for any 

contribution in aid of construction (“CIAC”) received based on the life parameters of the 

underlying assets and related plant accounts.   
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DIRECT TESTIMONY OF DANE A. WATSON 1 

I. POSITION AND QUALIFICATIONS 2 

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND POSITION. 3 

A. My name is Dane A. Watson.  My business address is 101 E. Park Blvd, Suite 4 

220, Plano, Texas 75074.  I am a Partner in Alliance Consulting Group 5 

(“Alliance”).  Alliance provides consulting and expert services to the utility 6 

industry.     7 

Q. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 8 

A. I am filing testimony on behalf of LS Power Grid New York, LLC (“LSPG-NY” 9 

or the “Company”). 10 

Q. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND? 11 

A. I hold a Bachelor of Science degree in Electrical Engineering from the University 12 

of Arkansas at Fayetteville and a Master’s Degree in Business Administration 13 

from Amberton University.  14 

Q. DO YOU HOLD ANY SPECIAL CERTIFICATION AS A 15 
DEPRECIATION EXPERT? 16 

A. Yes.  The Society of Depreciation Professionals (“the Society”) has established 17 

national standards for depreciation professionals.  The Society administers an 18 

examination and has certain required qualifications to become certified in this 19 

field.  I have met all requirements and am a Certified Depreciation Professional.   20 

Q. PLEASE OUTLINE YOUR EXPERIENCE IN THE FIELD OF 21 
DEPRECIATION. 22 

A. Since graduating from college in 1985, I have worked in the area of depreciation 23 

and valuation.  I founded Alliance Consulting Group in 2004 and am responsible 24 

for conducting depreciation, valuation, and certain other accounting-related 25 
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studies for utilities in various regulated industries.  My duties related to 1 

depreciation studies include the assembly and analysis of historical and simulated 2 

data, conducting field reviews, determining service life and net salvage estimates, 3 

calculating annual depreciation, presenting recommended depreciation rates to 4 

utility management for consideration, and supporting such rates before regulatory 5 

bodies.   6 

My prior employment from 1985 to 2004 was with Texas Utilities 7 

(“TXU”).  During my tenure with TXU, I was responsible for, among other 8 

things, conducting valuation and depreciation studies for the domestic TXU 9 

companies.  During that time, I also served as Manager of Property Accounting 10 

Services and Records Management in addition to my depreciation responsibilities. 11 

Q. PLEASE DESCRIBE YOUR INVOLVEMENT WITH ANY 12 
PROFESSIONAL SOCIETIES OR COMMITTEES. 13 

A. I have twice been Chair of the Edison Electric Institute (“EEI”) Property 14 

Accounting and Valuation Committee and have been Chairman of EEI’s 15 

Depreciation and Economic Issues Subcommittee.  I was the Industry Project 16 

Manager for the EEI/AGA effort around the electric and gas industry adoption of 17 

Federal Accounting Standard (“FAS”) 143 and testified before the Federal Energy 18 

Regulatory Commission (“FERC”) in the hearings leading up to the release of 19 

FERC Order 631.  I am a Registered Professional Engineer (“PE”) in the State of 20 

Texas and a Certified Depreciation Professional.  I am a Senior Member of the 21 

Institute of Electrical and Electronics Engineers (“IEEE”) and have held 22 

numerous office on the Executive Board of the Dallas Section of IEEE as well as 23 

national and world-wide IEEE offices.  I have served twice as Past President of 24 
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the Society of Depreciation Professionals.  I teach depreciation in many industry 1 

venues: The Society of Depreciation Professionals, Michigan State University, 2 

and AGA/EEI, among others.   3 

Q. HAVE YOU PREVIOUSLY TESTIFIED BEFORE ANY REGULATORY 4 
COMMISSIONS? 5 

A. Yes.  In my 34-year career, I have testified in more than 190 proceedings before 6 

more than 35 regulatory commissions across the United States.  A listing of the 7 

various proceedings in which I have appeared is provided in Exhibit DAW-1.   I 8 

have performed nearly 20 depreciation studies that have been presented to the 9 

Federal Energy Regulatory Commission (“FERC”).  I also appeared in FERC 10 

Docket No. RM02-7-000 as an industry panelist on asset retirement obligations. 11 

II. PURPOSE AND SUMMARY OF DIRECT TESTIMONY 12 

Q. WHAT IS THE PURPOSE OF YOUR DIRECT TESTIMONY IN THIS 13 
PROCEEDING? 14 

A. In this case, LSPG-NY is requesting that the depreciation rates approved for 15 

Cross Texas by the Public Utility Commission of Texas (“PUCT”) in Docket No. 16 

43950 be applied to new transmission assets being constructed by the Company.  17 

In addition, LSPG-NY is requesting approval of depreciation rates for Account 18 

357 – Underground Conduit and Account 358 – Underground Conductor and 19 

Devices for which depreciation rates were not determined in Docket No. 43950. 20 

Q. DO YOU SPONSOR ANY EXHIBITS IN CONNECTION WITH YOUR 21 
TESTIMONY? 22 

A. Yes.  I sponsor the exhibits listed in the Table of Contents.  23 
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Q. WERE THESE EXHIBITS PREPARED BY YOU OR UNDER YOUR 1 
DIRECT SUPERVISION? 2 

A. Yes. 3 

Q. PLEASE DESCRIBE THE LIFE, NET SALVAGE PERCENTAGES, AND 4 
DEPRECIATION RATES THAT LSPG-NY IS REQUESTING IN THIS 5 
CASE. 6 

A. The following table summarizes life and net salvage parameters and resulting 7 

depreciation rates approved by the PUCT in Docket No. 43950 that LSPG-NY is 8 

requesting:  9 

Table 1 10 

Approved Depreciation Rates and Parameters  11 

PUCT Docket No.  43950 12 

   Net Proposed 
  Average Salvage Accrual 

Account Description Life % Rate 
301 Organization 54.15 0% 1.85% 
302 Franchises and Consents 54.15 0% 1.85% 
303 Computer Software 15.00 0% 6.67% 

350.1 Fee Land NA   
350.2 Land Rights 70.00 0% 1.43% 

352 Structures and Improvements 37.64 -6% 2.82% 
353 Station Equipment 40.51 -9% 2.69% 
354 Towers and Fixtures 70.00 -17% 1.67% 
355 Poles and Fixtures 60.00 -37% 2.28% 
356 OH Conductors and Devices 49.06 -28% 2.61% 
359 Roads and Trails 70.00 0% 1.43% 
382 Computer Hardware 8.00 0% 12.50% 
383 Computer Software 10.00 0% 10.00% 
384 Communication Equipment 4.00 0% 25.00% 
391 Office Furniture and Equipment 8.00 0% 12.50% 

391.1 Computer Hardware 8.00 0% 12.50% 
392 Transportation Equipment 8.00 20% 10.00% 
393 Stores Equipment 8.00 0% 12.50% 
397 Communication Equipment 0.00 0% 25.00% 

 13 
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Q. ARE THE CROSS TEXAS DEPRECIATION RATES REASONABLE AND 1 
APPROPRIATE FOR LSPG-NY? 2 

A.  Yes. The Cross Texas facilities that were the subject of the Texas depreciation 3 

study are a reasonable proxy for the transmission facilities that LSPG-NY is 4 

constructing in the Project. The high-voltage transmission line facilities in both 5 

cases are predominantly double-circuit 345 kV overhead transmission lines.  The 6 

terminal facilities in both cases are 345 kV switching stations and substations.  7 

The employees of LS Power Development, LLC (“LSP Development”) who 8 

assisted Cross Texas in the development of the Texas project also assist LSPG-9 

NY with the Project.  These employees are familiar with the construction 10 

practices, operation and maintenance practices, and accounting practices of Cross 11 

Texas and believe that these factors will be reasonably parallel between the two 12 

projects.  For these reasons, the Cross Texas depreciation parameters (life and net 13 

salvage) and resulting depreciation rates approved by the PUCT provide a 14 

reasonable proxy for the LSPG-NY depreciation rates associated with the 15 

facilities that LSPG-NY is constructing.  16 

Q.  ARE YOU FAMILIAR WITH THE DEPRECIATION STUDY 17 
PERFORMED FOR CROSS TEXAS?   18 

A.  Yes. I performed the depreciation studies for Cross Texas, and I reviewed that 19 

referenced study in advance of filing this testimony. The study is attached to my 20 

testimony as Exhibit DAW-2. 21 

Q. ARE THERE ADDITIONAL LIFE PARAMETERS AND DEPRECIATION 22 
RATES BEING REQUESTED BY LSPG-NY IN THIS CASE? 23 

A. Yes.  LSPG-NY is requesting average service lives, net salvage percentages, and 24 

depreciation rates for Account 357 – Underground Conduit and Account 358 – 25 
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Underground Conductor and Devices.  Additionally, LSPG-NY intends to 1 

depreciate any contribution in aid of construction (CIAC) received using a 2 

weighted average based on the life parameters for the underlying assets and 3 

related plant accounts. Since CTT does not have underground assets, Docket No. 4 

43950 did not include these accounts.  LSPG-NY’s original plans do not include 5 

any underground facilities, but LSPG-NY may be required to install some 6 

facilities underground in its permitting.  Below is a table of the life and net 7 

salvage parameters and resulting depreciation rates being requested for these 8 

additional accounts. A detailed calculation of the average life, net salvage and 9 

annual depreciation rate for Accounts 357 and 358 is shown in Exhibit DAW-3.   10 

Table 2 11 

Proposed Depreciation Rates and Parameters Account 357 and 358 12 

   Net   Proposed 

  Average    Salvage Accrual  
Account Description Life % Rate 

357 Underground Conduit 54 -7% 1.98% 
358 Underground Conductor and Devices 47 -8% 2.30% 

 13 

Q.  WHAT IS THE BASIS FOR LSPG-NY’S DEPRECIATION RATES 14 
APPLICABLE TO ACCOUNT 357 AND ACCOUNT 358?   15 

A.  As discussed above, since Cross Texas did not have underground assets, none of the 16 

approved Cross Texas depreciation rates would specifically apply to the underground 17 

asset categories that are being constructed by LSPG-NY.  In the absence of approved 18 

underground asset depreciation rates of an affiliated company from which LSPG-NY 19 

can use as a proxy, I recommend that the Company use representative depreciation 20 

rates for Account 357 and Account 358 developed from industry averages until such 21 
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time as LSPG-NY’s own historical data is sufficient to analyze their characteristics. 1 

To develop these rates, I tabulated from FERC Form No. 1 filings for year 2018, page 2 

336, the 49 companies for Account 357 and the 57 companies for Account 358 that 3 

list depreciation parameters for these accounts. With respect to the average service 4 

life of assets booked to Account 357, I calculated the industry average life is 5 

approximately 54 years.  The net salvage percentage for Account 357 for the industry 6 

group was approximately negative 7%. These two figures allowed me to calculate a 7 

representative depreciation rate for Account 357 of 1.98%.  The same analysis was 8 

used for Account 358, resulting in an average service life of 47 years and net salvage 9 

percentage of negative 8%. These two figures allowed me to calculate a 10 

representative depreciation rate for Account 358 of 2.30%.  Exhibit DAW-3 is 11 

attached to my testimony and lists the details related to these calculations.     12 

III. CONCLUSION  13 

Q. MR. WATSON, DO YOU HAVE ANY CONCLUDING REMARKS? 14 

A. Yes.  The deprecation rates that I recommend for LS Power Grid New York, 15 

Corporation I, fully support setting depreciation rates at the levels I have indicated 16 

in my testimony.  The Company’s depreciation rates should be set at my 17 

recommended levels in order to recover the Company’s total investment in 18 

property over the estimated service lives of the assets. 19 

Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 20 

A. Yes, it does. 21 
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Asset Location Commission Docket (If 
Applicable Company Year Description

Texas, New 
Mexico

Federal Energy 
Regulatory 

Commission
ER20-277-000 Southwestern Public 

Service Company 2019

Electric 
Production and 
General Plant 
Depreciation 

Study

Alaska
Regulatory 

Commission of 
Alaska

U-19-086 Alaska Electric Light 
and Power 2019

Electric 
Depreciation 

Study

Various
Federal Energy 

Regulatory 
Commission

ER20-5-000 ITC Midwest LLC 2019

Electric 
Transmission 
Depreciation 

Study

Various
Federal Energy 

Regulatory 
Commission

ER20-4-000 International 
Transmission Co. 2019

Electric 
Transmission 
Depreciation 

Study

Various
Federal Energy 

Regulatory 
Commission

ER20-3-000 ITC Michigan Electric 
Transmission Co 2019

Electric 
Transmission 
Depreciation 

Study

Delaware
Delaware Public 

Service 
Commission

19-0615 Suez Water Delaware 2019
Water 

Depreciation 
Study

Texas
Public Utility 

Commission of 
Texas

49831 Southwestern Public 
Service Company 2019

Electric 
Depreciation 

Study

New Mexico
New Mexico 

Public Regulation 
Commission

19-00170-UT Southwestern Public 
Service Company 2019

Electric 
Depreciation 

Study

Georgia
Georgia Public 

Service 
Commission

42516 Georgia Power 
Company 2019

Electric 
Depreciation 

Study

Georgia
Georgia Public 

Service 
Commission

42315 Atlanta Gas Light 2019 Gas Depreciation 
Study

Arizona
Arizona 

Corporation 
Commission

G-01551A-19-
0055

Southwest Gas 
Corporation 2019 Gas Removal Cost 

Study

New Hampshire
New Hampshire 
Public Service 
Commission

DE 19-064 Liberty Utilities 2019
Electric 

Distribution and 
General
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New Jersey New Jersey Board 
of Public Utilities GR19040486 Elizabethtown Natural 

Gas 2019 Gas Depreciation 
Study

Texas
Public Utility 

Commission of 
Texas

49421 CenterPoint Houston 
Electric LLC 2019

Electric 
Depreciation 

Study

North Carolina
North Carolina 

Utilities 
Commission

Docket No. G-9, 
Sub 743 Piedmont Natural Gas 2019 Gas Depreciation 

Study

Alaska
Regulatory 

Commission of 
Alaska

U-18-121
Municipal Power and 

Light City of 
Anchorage

2018
Electric 

Depreciation 
Study

Various FERC RP19-352-000 Sea Robin 2018 Gas Depreciation 
Study

Texas New 
Mexico

Federal Energy 
Regulatory 

Commission
ER19-404-000 Southwestern Public 

Service Company 2018

Electric 
Transmission 
Depreciation 

Study

California
Federal Energy 

Regulatory 
Commission

ER19-221-000 San Diego Gas and 
Electric 2018

Electric 
Transmission 
Depreciation 

Study

Kentucky
Kentucky Public 

Service 
Commission

2018-00281 Atmos Kentucky 2018 Gas Depreciation 
Study

Alaska
Regulatory 

Commission of 
Alaska

U-18-054 Matanuska Electric Coop 2018 Electric Generation 
Depreciation Study

California
California Public 

Utilities 
Commission

A17-10-007 San Diego Gas and 
Electric 2018

Electric and Gas 
Depreciation 

Study

Texas
Public Utility 

Commission of 
Texas

48401 Texas New Mexico 
Power 2018

Electric 
Depreciation 

Study

Nevada
Public Utility 

Commission of 
Nevada

18-05031 Southwest Gas 2018 Gas Depreciation 
Study

Texas
Public Utility 

Commission of 
Texas

48231 Oncor Electric 
Delivery 2018 Depreciation 

Rates
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Applicable Company Year Description

Texas
Public Utility 

Commission of 
Texas

48371 Entergy Texas 2018
Electric 

Depreciation 
Study

Kansas
Kansas 

Corporation 
Commission

18-KCPE-480-
RTS

Kansas City Power 
and Light 2018

Electric 
Depreciation 

Study

Arkansas
Arkansas Public 

Service 
Commission

18-027-U Liberty Pine Bluff 
Water 2018

Water 
Depreciation 

Study

Kentucky
Kentucky Public 

Service 
Commission

2017-00349 Atmos KY 2018 Gas Depreciation 
Rates

Tennessee
Tennessee Public 

Utility 
Commission

18-00017 Chattanooga Gas 2018 Gas Depreciation 
Study

Texas
Railroad 

Commission of 
Texas

10679 Si Energy 2018 Gas Depreciation 
Study

Alaska
Regulatory 

Commission of 
Alaska

U-17-104 Anchorage Water and 
Wastewater 2017

Water and Waste 
Water 

Depreciation 
Study

Michigan
Michigan Public 

Service 
Commission

U-18488 Michigan Gas Utilities 
Corporation 2017 Gas Depreciation 

Study

Texas
Railroad 

Commission of 
Texas

10669 CenterPoint South 
Texas 2017 Gas Depreciation 

Study

Arkansas
Arkansas Public 

Service 
Commission

17-061-U Empire District 
Electric Company 2017

Depreciation 
Rates for New 

Wind Generation

Kansas
Kansas 

Corporation 
Commission

18-EPDE-184-
PRE

Empire District 
Electric Company 2017

Depreciation 
Rates for New 

Wind Generation

Oklahoma
Oklahoma 

Corporation 
Commission

PUD 201700471 Empire District 
Electric Company 2017

Depreciation 
Rates for New 

Wind Generation

Missouri
Missouri Public 

Service 
Commission

EO-2018-0092 Empire District 
Electric Company 2017

Depreciation 
Rates for New 

Wind Generation
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Michigan Michigan Public 
Service Commission U-18457 Upper Peninsula 

Power Company 2017
Electric 

Depreciation 
Study

Florida
Florida Public 

Service 
Commission

20170179-GU Florida City Gas 2017 Gas Depreciation 
Study

Michigan FERC ER18-56-000 Consumers Energy 2017
Electric 

Depreciation 
Study

Missouri
Missouri Public 

Service 
Commission

GR-2018-0013 Liberty Utilities 2017 Gas Depreciation 
Study

Michigan Michigan Public 
Service Commission U-18452 SEMCO 2017 Gas Depreciation 

Study

Texas
Public Utility 

Commission of 
Texas

47527 Southwestern Public 
Service Company 2017

Electric 
Production 

Depreciation 
Study

MultiState FERC ER17-1664
American 

Transmission 
Company

2017
Electric 

Depreciation 
Study

Alaska
Regulatory 

Commission of 
Alaska

U-17-008
Municipal Power and 

Light City of 
Anchorage

2017
Generating Unit 

Depreciation 
Study

Mississippi Mississippi Public 
Service Commission 2017-UN-041 Atmos Energy 2017 Gas Depreciation 

Study

Texas
Public Utility 

Commission of 
Texas

46957 Oncor Electric 
Delivery 2017

Electric 
Depreciation 

Study

Oklahoma
Oklahoma 

Corporation 
Commission

PUD 201700078 CenterPoint Oklahoma 2017 Gas Depreciation 
Study

New York FERC ER17-1010-000 New York Power 
Authority 2017

Electric 
Depreciation 

Study

Texas
Railroad 

Commission of 
Texas

GUD 10580 Atmos Pipeline  Texas 2017 Gas Depreciation 
Study
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Texas
Railroad 

Commission of 
Texas

GUD 10567 CenterPoint Texas 2016 Gas Depreciation 
Study

MultiState FERC ER17-191-000
American 

Transmission 
Company

2016
Electric 

Depreciation 
Study

New Jersey New Jersey Board 
of Public Utilities GR16090826 Elizabethtown Natural 

Gas 2016 Gas Depreciation 
Study

North Carolina
North Carolina 

Utilities 
Commission

Docket G-9 Sub 
77H Piedmont Natural Gas 2016 Gas Depreciation 

Study

Michigan Michigan Public 
Service Commission U-18195 Consumers Energy/DTE 

Electric 2016
Ludington Pumped 

Storage 
Depreciation Study

Alabama FERC ER16-2313-000 SEGCO 2016
Electric 

Depreciation 
Study

Alabama FERC ER16-2312-000 Alabama Power 
Company 2016

Electric 
Depreciation 

Study

Michigan
Michigan Public 

Service 
Commission

U-18127 Consumers Energy 2016
Natural Gas 
Depreciation 

Study

Mississippi
Mississippi Public 

Service 
Commission

2016 UN 267 Willmut Natural Gas 2016
Natural Gas 
Depreciation 

Study

Iowa Iowa Utilities 
Board RPU-2016-0003 Liberty-Iowa 2016

Natural Gas 
Depreciation 

Study

Illinois Illinois Commerce 
Commission GRM #16-208 Liberty-Illinois 2016

Natural Gas 
Depreciation 

Study

Kentucky FERC RP16-097-000 KOT 2016
Natural Gas 
Depreciation 

Study

Alaska
Regulatory 

Commission of 
Alaska

U-16-067 Alaska Electric Light 
and Power 2016

Generating Unit 
Depreciation 

Study

Florida
Florida Public 

Service 
Commission

160170-EI Gulf Power 2016
Electric 

Depreciation 
Study
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California California Public 
Utilities Commission A 16-07-002 California American 

Water 2016

Water and Waste 
Water 

Depreciation 
Study

Arizona
Arizona 

Corporation 
Commission

G-01551A-16-
0107 Southwest Gas 2016 Gas Depreciation 

Study

Texas
Public Utility 

Commission of 
Texas

45414 Sharyland 2016
Electric 

Depreciation 
Study

Colorado Colorado Public 
Utilities Commission 16A-0231E Public Service 

Company of Colorado 2016
Electric 

Depreciation 
Study

Multi-State NE 
US FERC 16-453-000

Northeast 
Transmission 

Development, LLC
2015

Electric 
Depreciation 

Study

Arkansas
Arkansas Public 

Service 
Commission

15-098-U CenterPoint Arkansas 2015
Gas Depreciation 
Study and Cost of 

Removal Study

New Mexico
New Mexico 

Public Regulation 
Commission

15-00296-UT Southwestern Public 
Service Company 2015

Electric 
Depreciation 

Study

Atmos Energy 
Corporation

Tennessee 
Regulatory 
Authority

14-00146 Atmos Tennessee 2015
Natural Gas 
Depreciation 

Study

New Mexico
New Mexico 

Public Regulation 
Commission

15-00261-UT
Public Service 

Company of New 
Mexico

2015
Electric 

Depreciation 
Study

Hawaii NA NA Hawaii American 
Water 2015

Water/Wastewater 
Depreciation 

Study

Kansas
Kansas 

Corporation 
Commission

16-ATMG-079-
RTS Atmos Kansas 2015 Gas Depreciation 

Study

Texas
Public Utility 

Commission of 
Texas

44704 Entergy Texas 2015
Electric 

Depreciation 
Study

Alaska
Regulatory 

Commission of 
Alaska

U-15-089 Fairbanks Water and 
Wastewater 2015

Water and Waste 
Water 

Depreciation 
Study



Dane Watson Testimony Appearances 

Exhibit DAW-1
Page 7 of 14

Asset Location Commission Docket (If 
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Arkansas Arkansas Public 
Service Commission 15-031-U Source Gas Arkansas 2015

Underground 
Storage Gas 

Depreciation Study

New Mexico
New Mexico 

Public Regulation 
Commission

15-00139-UT Southwestern Public 
Service Company 2015

Electric 
Depreciation 

Study

Texas
Public Utility 

Commission of 
Texas

44746 Wind Energy 
Transmission Texas 2015

Electric 
Depreciation 

Study

Colorado Colorado Public 
Utilities Commission 15-AL-0299G Atmos Colorado 2015 Gas Depreciation 

Study

Arkansas Arkansas Public 
Service Commission 15-011-U Source Gas Arkansas 2015 Gas Depreciation 

Study

Texas
Railroad 

Commission of 
Texas

GUD 10432 CenterPoint- Texas 
Coast Division 2015 Gas Depreciation 

Study

Kansas
Kansas 

Corporation 
Commission

15-KCPE-116-
RTS

Kansas City Power 
and Light 2015

Electric 
Depreciation 

Study

Alaska
Regulatory 

Commission of 
Alaska

U-14-120 Alaska Electric Light 
and Power

2014-
2015

Electric 
Depreciation 

Study

Texas
Public Utility 

Commission of 
Texas

43950 Cross Texas 
Transmission 2014

Electric 
Depreciation 

Study

New Mexico
New Mexico 

Public Regulation 
Commission

14-00332-UT Public Service of New 
Mexico 2014

Electric 
Depreciation 

Study

Texas
Public Utility 

Commission of 
Texas

43695 Xcel Energy 2014
Electric 

Depreciation 
Study

Multi State – SE 
US FERC RP15-101 Florida Gas 

Transmission 2014
Gas Transmission 

Depreciation 
Study

California California Public 
Utilities Commission A.14-07-006 Golden State Water 2014

Water and Waste 
Water 

Depreciation 
Study
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Michigan
Michigan Public 

Service 
Commission

U-17653 Consumers Energy 
Company 2014

Electric and 
Common 

Depreciation 
Study

Colorado
Public Utilities 
Commission of 

Colorado
14AL-0660E Public Service of 

Colorado 2014 Electric 
Depreciation Study

Wisconsin Wisconsin 05-DU-102 WE Energies 2014
Electric, Gas, Steam 

and Common 
Depreciation Studies

Texas
Public Utility 

Commission of 
Texas

42469 Lone Star 
Transmission 2014

Electric 
Depreciation 

Study

Nebraska
Nebraska Public 

Service 
Commission

NG-0079 Source Gas Nebraska 2014 Gas Depreciation 
Study

Alaska
Regulatory 

Commission of 
Alaska

U-14-055 TDX North Slope 
Generating 2014 Electric 

Depreciation Study

Alaska
Regulatory 

Commission of 
Alaska

U-14-054 Sand Point Generating 
LLC 2014 Electric 

Depreciation Study

Alaska
Regulatory 

Commission of 
Alaska

U-14-045 Matanuska Electric Coop 2014 Electric Generation 
Depreciation Study

Texas, New 
Mexico

Public Utility 
Commission of 

Texas
42004 Southwestern Public 

Service Company
2013-
2014

Electric 
Production, 

Transmission, 
Distribution and 

General Plant 
Depreciation 

Study

New Jersey New Jersey Board 
of Public Utilities GR13111137 South Jersey Gas 2013 Gas Depreciation 

Study

Various FERC RP14-247-000 Sea Robin 2013 Gas Depreciation 
Study

Arkansas Arkansas Public 
Service Commission 13-078-U Arkansas Oklahoma Gas 2013 Gas Depreciation 

Study
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Arkansas Arkansas Public 
Service Commission 13-079-U Source Gas Arkansas 2013 Gas Depreciation 

Study

California California Public 
Utilities Commission

Proceeding No.: 
A.13-11-003

Southern California 
Edison 2013 Electric 

Depreciation Study

North 
Carolina/South 

Carolina
FERC ER13-1313 Progress Energy 

Carolina 2013 Electric 
Depreciation Study

Wisconsin
Public Service 
Commission of 

Wisconsin
4220-DU-108 Northern States Power 

Company - Wisconsin 2013

Electric, Gas and 
Common 

Transmission, 
Distribution and 

General

Texas
Public Utility 

Commission of 
Texas

41474 Sharyland 2013
Electric 

Depreciation 
Study

Kentucky
Kentucky Public 

Service 
Commission

2013-00148 Atmos Energy 
Corporation 2013 Gas Depreciation 

Study

Minnesota Minnesota Public 
Utilities Commission 13-252 Allete Minnesota Power 2013 Electric 

Depreciation Study

New Hampshire
New Hampshire 
Public Service 
Commission

DE 13-063 Liberty Utilities 2013
Electric 

Distribution and 
General

Texas
Railroad 

Commission of 
Texas

10235 West Texas Gas 2013 Gas Depreciation 
Study

Alaska
Regulatory 

Commission of 
Alaska

U-12-154 Alaska Telephone 
Company 2012 Telecommunications 

Utility

New Mexico
New Mexico Public 

Regulation 
Commission

12-00350-UT Southwestern Public 
Service Company 2012 Electric 

Depreciation Study

Colorado Colorado Public 
Utilities Commission 12AL-1269ST Public Service Company 

of Colorado 2012 Gas and Steam 
Depreciation Study

Colorado Colorado Public 
Utilities Commission 12AL-1268G Public Service Company 

of Colorado 2012 Gas and Steam 
Depreciation Study

Alaska
Regulatory 

Commission of 
Alaska

U-12-149 Municipal Power and 
Light City of Anchorage 2012 Electric 

Depreciation Study
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Texas
Texas Public 

Utility 
Commission

40824 Xcel Energy 2012 Electric 
Depreciation Study

South Carolina
Public Service 
Commission of 
South Carolina

Docket 2012-384-
E

Progress Energy 
Carolina 2012 Electric 

Depreciation Study

Alaska
Regulatory 

Commission of 
Alaska

U-12-141 Interior Telephone 
Company 2012 Telecommunications 

Utility

Michigan Michigan Public 
Service Commission U-17104 Michigan Gas Utilities 

Corporation 2012 Gas Depreciation 
Study

North Carolina
North Carolina 

Utilities 
Commission

E-2 Sub 1025 Progress Energy 
Carolina 2012 Electric 

Depreciation Study

Texas
Texas Public 

Utility 
Commission

40606 Wind Energy 
Transmission Texas 2012 Electric 

Depreciation Study

Texas
Texas Public 

Utility 
Commission

40604 Cross Texas 
Transmission 2012 Electric 

Depreciation Study

Minnesota
Minnesota Public 

Utilities 
Commission

12-858 Northern States Power 
Company - Minnesota 2012

Electric, Gas and 
Common 

Transmission, 
Distribution and 

General

Texas
Railroad 

Commission of 
Texas

10170 Atmos Mid-Tex 2012 Gas Depreciation 
Study

Texas
Railroad 

Commission of 
Texas

10174 Atmos West Texas 2012 Gas Depreciation 
Study

Texas
Railroad 

Commission of 
Texas

10182 CenterPoint 
Beaumont/ East Texas 2012 Gas Depreciation 

Study

Kansas
Kansas 

Corporation 
Commission

12-KCPE-764-
RTS

Kansas City Power 
and Light 2012 Electric 

Depreciation Study

Nevada
Public Utility 

Commission of 
Nevada

12-04005 Southwest Gas 2012 Gas Depreciation 
Study
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Texas
Railroad 

Commission of 
Texas

10147, 10170 Atmos Mid-Tex 2012 Gas Depreciation 
Study

Kansas
Kansas 

Corporation 
Commission

12-ATMG-564-
RTS Atmos Kansas 2012 Gas Depreciation 

Study

Texas Texas Public Utility 
Commission 40020 Lone Star Transmission 2012 Electric 

Depreciation Study

Michigan Michigan Public 
Service Commission U-16938 Consumers Energy 

Company 2011 Gas Depreciation 
Study

Colorado
Public Utilities 
Commission of 

Colorado
11AL-947E Public Service of 

Colorado 2011 Electric 
Depreciation Study

Texas Texas Public Utility 
Commission 39896 Entergy Texas 2011 Electric 

Depreciation Study

MultiState FERC ER12-212 American Transmission 
Company 2011 Electric 

Depreciation Study

California California Public 
Utilities Commission A1011015 Southern California 

Edison 2011 Electric 
Depreciation Study

Mississippi Mississippi Public 
Service Commission 2011-UN-184 Atmos Energy 2011 Gas Depreciation 

Study

Michigan Michigan Public 
Service Commission U-16536 Consumers Energy 

Company 2011 Wind Depreciation 
Rate Study

Texas
Public Utility 

Commission of 
Texas

38929 Oncor 2011 Electric 
Depreciation Study

Texas
Railroad 

Commission of 
Texas

10038 CenterPoint South TX 2010 Gas Depreciation 
Study

Alaska
Regulatory 

Commission of 
Alaska

U-10-070 Inside Passage Electric 
Cooperative 2010 Electric 

Depreciation Study

Texas
Public Utility 

Commission of 
Texas

36633 City Public Service of 
San Antonio 2010 Electric 

Depreciation Study

Texas Texas Railroad 
Commission 10000 Atmos Pipeline  Texas 2010 Gas Depreciation 

Study

Multi State – SE US FERC RP10-21-000 Florida Gas 
Transmission 2010 Gas Depreciation 

Study
Maine/ New 
Hampshire FERC 10-896 Granite State Gas 

Transmission 2010 Gas Depreciation 
Study
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Texas 
Public Utility 

Commission of 
Texas

38480 Texas New Mexico 
Power 2010 Electric 

Depreciation Study

Texas 
Public Utility 

Commission of 
Texas

38339 CenterPoint Electric 2010 Electric 
Depreciation Study

Texas Texas Railroad 
Commission 10041 Atmos Amarillo 2010 Gas Depreciation 

Study

Georgia Georgia Public 
Service Commission 31647 Atlanta Gas Light 2010 Gas Depreciation 

Study

Texas 
Public Utility 

Commission of 
Texas

38147 Southwestern Public 
Service 2010 Electric Technical 

Update

Alaska
Regulatory 

Commission of 
Alaska

U-09-015 Alaska Electric Light and 
Power

2009-
2010

Electric 
Depreciation Study

Alaska
Regulatory 

Commission of 
Alaska

U-10-043 Utility Services of 
Alaska

2009-
2010

Water Depreciation 
Study

Michigan Michigan Public 
Service Commission U-16055 Consumers Energy/DTE 

Energy
2009-
2010

Ludington Pumped 
Storage 

Depreciation Study

Michigan Michigan Public 
Service Commission U-16054 Consumers Energy 2009-

2010
Electric 

Depreciation Study

Michigan Michigan Public 
Service Commission U-15963 Michigan Gas Utilities 

Corporation 2009 Gas Depreciation 
Study

Michigan Michigan Public 
Service Commission U-15989 Upper Peninsula Power 

Company 2009 Electric 
Depreciation Study

Texas
Railroad 

Commission of 
Texas

9869 Atmos Energy 2009 Shared Services 
Depreciation Study

Mississippi Mississippi Public 
Service Commission 09-UN-334 CenterPoint Energy 

Mississippi 2009 Gas Depreciation 
Study

Texas
Railroad 

Commission of 
Texas

9902 CenterPoint Energy 
Houston 2009 Gas Depreciation 

Study

Colorado Colorado Public 
Utilities Commission 09AL-299E Public Service Company 

of Colorado 2009 Electric 
Depreciation Study

Tennessee Tennessee 
Regulatory Authority 11-00144 Piedmont Natural Gas 2009 Gas Depreciation 

Study
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Louisiana Louisiana Public 
Service Commission U-30689 Cleco 2008 Electric 

Depreciation Study

Texas
Public Utility 

Commission of 
Texas

35763 Southwestern Public 
Service Company 2008

Electric Production, 
Transmission, 

Distribution and 
General Plant 

Depreciation Study

Wisconsin Wisconsin 05-DU-101 WE Energies 2008
Electric, Gas, Steam 

and Common 
Depreciation Studies

North Dakota North Dakota Public 
Service Commission PU-07-776 Northern States Power 

Company - Minnesota 2008 Net Salvage

New Mexico
New Mexico Public 

Regulation 
Commission

07-00319-UT Southwestern Public 
Service Company 2008 Testimony – 

Depreciation

Multiple States
Railroad 

Commission of 
Texas

9762 Atmos Energy 2007-
2008

Shared Services 
Depreciation Study

Minnesota Minnesota Public 
Utilities Commission E015/D-08-422 Minnesota Power 2007-

2008
Electric 

Depreciation Study

Texas
Public Utility 

Commission of 
Texas

35717 Oncor 2008 Electric 
Depreciation Study

Texas
Public Utility 

Commission of 
Texas

34040 Oncor 2007 Electric 
Depreciation Study

Michigan Michigan Public 
Service Commission U-15629 Consumers Energy 2006-

2009
Gas Depreciation 

Study

Colorado Colorado Public 
Utilities Commission 06-234-EG Public Service Company 

of Colorado 2006 Electric 
Depreciation Study

Arkansas Arkansas Public 
Service Commission 06-161-U CenterPoint Energy – 

Arkla Gas 2006

Gas Distribution 
Depreciation Study 
and Removal Cost 

Study

Texas, New Mexico
Public Utility 

Commission of 
Texas

32766 Southwestern Public 
Service Company

2005-
2006

Electric Production, 
Transmission, 

Distribution and 
General Plant 

Depreciation Study
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Texas
Railroad 

Commission of 
Texas

9670/9676 Atmos Energy Corp 2005-
2006

Gas Distribution 
Depreciation Study

Texas
Railroad 

Commission of 
Texas

9400 TXU Gas 2003-
2004

Gas Distribution 
Depreciation Study

Texas
Railroad 

Commission of 
Texas

9313 TXU Gas 2002 Gas Distribution 
Depreciation Study

Texas
Railroad 

Commission of 
Texas

9225 TXU Gas 2002 Gas Distribution 
Depreciation Study

Texas
Public Utility 

Commission of 
Texas

24060 TXU 2001 Line Losses

Texas
Public Utility 

Commission of 
Texas

23640 TXU 2001 Line Losses

Texas
Railroad 

Commission of 
Texas

9145-9148 TXU Gas 2000-
2001

Gas Distribution 
Depreciation Study

Texas
Public Utility 

Commission of 
Texas

22350 TXU 2000-
2001

Electric 
Depreciation Study, 

Unbundling 

Texas
Railroad 

Commission of 
Texas

8976 TXU Pipeline 1999 Pipeline 
Depreciation Study

Texas
Public Utility 

Commission of 
Texas

20285 TXU 1999 Fuel Company 
Depreciation Study

Texas
Public Utility 

Commission of 
Texas

18490 TXU 1998 Transition to 
Competition

Texas
Public Utility 

Commission of 
Texas

16650 TXU 1997 Customer Complaint

Texas
Public Utility 

Commission of 
Texas

15195 TXU 1996 Mining Company 
Depreciation Study

Texas
Public Utility 

Commission of 
Texas

12160 TXU 1993 Fuel Company 
Depreciation Study

Texas
Public Utility 

Commission of 
Texas

11735 TXU 1993 Electric 
Depreciation Study
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CROSS TEXAS TRANSMISSION, LLC
Page 2 of 37

ELECTRIC PLANT

DEPRECIATION STUDY

EXECUTIVE SUMMARY

Cross Texas Transmission, LLC ("Cross Texas" or "Company") engaged

Alliance Consulting Group to conduct a depreciation study of the Company's utility

plant depreciable assets. The scope of the analysis included establishing

depreciation rates that form the basis for a request for initial rates. Cross Texas is a

new entrant in the Texas electric market and is constructing approximately 235

miles of transmission lines and two substations to support the Competitive

Renewable Energy Zone CCREZn} initiative.
I conducted this study using a traditional depreciation study approach for life

and net salvage adjusted to take into account the newness of Cross Texas'

investment (since its investment is at the beginning of its life). I used the broad

group, average life, remaining life depreciation system. This methodology has been

adopted by numerous state commissions, including the Public Utility Commission of

Texas ("PUCT') and the Federal Energy Regulatory Commission ("FERC"). Cross

Texas has no existing depreciation rates; therefore, no comparison between

existing and proposed depreciation rates is available. Appendix A to this study

shows the computation of the requested depreciation rates.
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CROSS TEXAS TRANSMISSION, LLC

UTILITY PLANT

DEPRECIATION STUDY

AT [N-SERVICE DATE OF TRANSMISSION PLANT
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PURPOSE

The purpose of this study is to develop depreciation and amortization rates for

the projected depreciable and amortizable property for Cross Texas' assets when

the facilities are placed in service. The account-based depreciation rates were

designed to recover the total undepreciated investment, adjusted for net salvage,

over the remaining life of the Company's property on a straight-line basis. Non-

depreciable property was excluded from this study.

The PUCT awarded to Cross Texas the right to construct CREZ transmission

lines in Docket No. 35665 and Cross Texas then certificated those lines in Docket

Nos. 37956, 38435, and 38650. Consistent with the orders in those dockets, Cross

Texas is constructing approximately 235 miles of 345-kV transmission line with

more than 140 lattice steel towers, and more than 1'[ 00 weathering steel poles, and

various other transmission line and substation equipment.
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STUDY RESULTS Page 5 of 37

Depreciation rates for the Company's depreciable and amortizable property are

shown in Appendix A. Append ices B-1 and B-2 present the calculation of average life by

account. Appendix C shows net salvage parameters for utilities with rates set by the PUCT

and whose depreciation parameters are available in the public domain. Because Cross

Texas is constructing new transmission facilities and substations and has no historical

information on which to establish net salvage parameters, the study calculated net salvage

parameters by averaging the net salvage for similar types of assets approved by the P UCT

for other Texas utilities with transmission. The resulting averages were applied to the

Company's assets.
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GENERAL DISCUSSION Page 6 of 37

Definition

The term "depreciation" as used in this study is considered in the accounting sense,

that is, a system of accounting that distributes the cost of assets, less net salvage (if any),

over the estimated useful life of the assets in a systematic and rational manner. It is a

process of allocation, not valuation. This expense is systematically allocated to accounting

periods over the life of the properties. The amount allocated to any one accounting period

does not necessarily represent the loss or decrease in value that will occur during that

particular period. The Company accrues depreciation on the basis of the original cost of all

depreciable property included in each functional property group. On retirement, the full

cost of depreciable property, less the net salvage value, is charged to the depreciation

reserve.

Basis of Depreciation Estimates

Annual and accrued depreciation were calculated in this study by the straight-line,

remaining-life depreciation system. In this system, the annual depreciation accrual for

each group (i.e., account) is computed by dividing the original cost of the group less

depreciation reserve by the group's respective average service life. In this study, because

Cross Texas is constructing new transmission facilities, there is no current depreciation

reserve. The respective service life for each group is determined by estimating the

average service life for each type of asset within the group, and then dollar-weighting the

individual lives to determine a group service life. The resulting annual accrual amounts of

all depreciable property within each group was divided by the original cost of all

depreciable property within the group to determine the depreciation rate for each group.

The calculation of the depreciation expense, average service lives, and depreciation rates

are shown in Appendices A and B.
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Page 7 of 37

Actuarial analysis (retirement rate method) was not available to be used due to the

newness of Cross Texas' assets and, consequently, the lack of historical retirements.

Average service lives for each type of asset were based both on Alliance's experience with

similar assets and the experience of personnel overseeing the design and construction of

the Company's assets, as well as their expectations regarding those assets in the future.

Net Salvage Analysis

Since the assets being analyzed are at the beginning of their lives, no traditional net

salvage analysis was possible. Instead, the average of the net salvage rates approved by

the PUCT for the same accounts of other Texas utilities was applied to Cross Texas'

assets. Appendix C shows net salvage parameters by account used by utilities in Texas.

These percentages by account were averaged to estimate the Company's net salvage.

Depreciation Calculation Process

Annual depreciation expense amounts for each -account were calculated by the

straight-line, remaining-life procedure. Because Cross Texas is constructing new

transmission facilities, the remaining life analysis is equivalent to the whole life of plant

assets in this circumstance. In this calculation, the annual accrual rate is computed by the

following equation:

,4nn:ralAccrualRale = ^I 00% - NetSah'ab>ePercen(}

AverageServiceLife
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DETAILED DISCUSSION Page 8 of 37

Depreciation Study Process

During the initial data collection process, historical data is normally compiled from

continuing property records and general ledger systems. However, since Cross Texas'

assets are new with no history available, we conducted interviews with project

management staff who are overseeing the engineering and construction of the assets. I

assigned lives to each asset type within each account based on the results of these

interviews in conjunction with my own knowledge and experience gained from performing

depreciation studies for transmission assets in Texas and throughout the nation. I then

used these lives to derive a composite average service life. One of the most important

elements of performing a proper depreciation study is to understand how the Company

utilizes assets and the environment of those assets, Interviews with engineering and

operations personnel andlor project management staff who oversee these functions are

important methods that allow the analyst to obtain beneficial information when evaluating

the output from the life and net salvage programs in relation to the Company's actual asset

utilization and environment. Information that was gleaned in these discussions is found

both in the Detailed Discussion of this study and also in my workpapers.

Since no operating history for Cross Texas is available, net salvage is assigned

based on the experience of other Texas utilities as approved by the PUCT in each

respective utility's last base rate case. The listing of utilities used and the calculation of the

average net salvage percentage are found in Appendix C.

After assigning lives and net salvage, I calculated the accrual rates for each plant

category. This final report documents my conclusions in recommending these accrual

rates. The calculation of depreciation accruals and depreciation rates is found in Appendix

A. Recommendations for the various accounts are contained within the Detailed

Discussion of this study,
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Depreciation Rate Calculation Page 9 of 37

Annual depreciation expense amounts for the depreciable accounts of Cross Texas

were calculated by the straight-line method, average life group ("ALG") procedure, and

remaining-life technique. With this approach, remaining lives were calculated according to

standard ALG expectancy techniques. For each plant account, the surviving investment,

adjusted for estimated net salvage, is divided by the average life to yield the annual

depreciation expense. Since these assets are new and have not incurred any depreciation

expense, the book reserve is zero and remaining life is equal to average service life.

These calculations are shown in Appendix A.

Remaining Life Calculation

At the age of zero, Remaining Life is equal to Average Service Life. The average

life of each asset group was calculated based on the expected life for each asset type

included in the group and dollar-weighted to determine the average life of the group.
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LIFE ESTIMATION Page 10 of 37

INTANGIBLE PLANT

FERC Account 301 Organization {64.46 years)

This account consists of intangible organization costs. The estimated balance in this

account is approximately $146,400 when the entire transmission facility is placed into

service. The recommended life for this account of 54.46 years is based on the average life

of all tangible assets. The calculation of the average life of all tangible assets used for this

account is shown in Appendix B-2.

FERC Account 302 Franchises and Consents (64.46 years)

This account consists of costs related to applications for Certificates of Convenience and

Necessity. The estimated balance in this account is approximately $7.0 million when the

entire transmission facility is placed into service. The recommended life for this account is

54.46 years based on the average life of all tangible assets. The calculation of the average

life of all tangible assets used for this account is shown in Appendix B-2.
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FERC Account 350.2 Land Rights (70 years)

This account consists of land rights used fortransmission line assets. The projected

balance in this account is approximately $36.0 million when the entire transmission line

goes into service. This study recommends a 70-year life based on the life of the longest-

lived assets (transmission towers) occupying the land rights.

FERC Account 352.0 Structures and Improvements (28.96 years)

This account consists of structures and improvements associated with control

houses and other miscellaneous structures in transmission substations. The projected

balance once all transmission facilities are placed in service is $6.8 million. The control

building is estimated to have a 40-year life with other assets having a shorter life. The

composite life is a 28,96-year life, which is recommended forthis account. The calculation

is shown in Appendix B-1.
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FERC Account 353.0 Station Equipment (40.93 years) Page 12 of 37

This account consists of capacitors, shunt reactors, supply breakers, busses,

protective relay panels and switches found in transmission substations. The projected

balance in this account is approximately $52.3 million once the entire transmission facility

is placed into service. The lives of the assets in this account vary from 15 years (remote

terminal units or "RTUs" and surge arresters) to 50 years (e.g., conduit and steel

structures) with the predominant life for equipment being 40 years for assets such as

capacitors, reactors, and breakers. Due to the nature of these substations, they do not

include transformers. Based on the dollar-weighted lives of the individual assets, this study

recommends a life of 40.93 years as shown in Appendix B-1.

FERC Account 354.0 Towers and Fixtures (70 years)

This account consists of steel transmission towers, including foundations and

grounding. The projected balance in this account is approximately $66.6 million once the

entire transmission facility is placed into service. The lives of the assets in this account are

all estimated at 70 years. This study recommends a life of 70 years as shown in Appendix

FERC Account 355.0 Poles and Fixtures (67.30 years)

This account includes steel poles, pole arms, anchors, anchor rods, and other

related equipment. The projected balance in this account is approximately $127.0 million.

The lives of the steel pole assets in this account are all estimated at 60 years with pole

arms reflecting a shorter life. Based on the dollar-weighted lives of the individual assets as

shown in Appendix B-1, this study recommends a life of 57.30 years.
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FERC Account 356.0 OH Conductors and Devices (47.87 years) Page 13 of 37

This account includes overhead conductors, insulators, and devices fortransmission

plant. The projected balance in this account is approximately $156.9 million. The lives of

the assets in this account vary from 30 years (e.g., dampers, spacers, and insulators) to 50

years (e.g., conductor and fiber optic cable) with the predominant life for all assets being

50 years. Based on the dollar-weighted lives of the individual assets as shown in

Appendix B-1, #his study recommends a life of 47.87 years.

FERC Account 359.0 Roads and Trails (70 years)

This account includes roads and trails fortransmission plant. The projected balance

in this account is approximately $3.9 million. The lives of the assets in this account are

based on the longest lives found for other assets (70 years for transmission towers). As

shown in Appendix S-1, this study recommends a life of 70 years.

FERC Account 383.0 Computer Software (10 years)

This account includes all computer software associated with primary and backup

Energy Management Systems or EMS at regional transmission centers. The current

account balance is approximately $38,000 for this account when the entire transmission

facility goes into service. Although upgrades to the software are expected every few years,

the Company anticipates that future upgrades will be expensed. Therefore, a 10-year life

is recommended for the software.

FERC Account 384.0 Communication Equipment (4 years)

This account includes all communication equipment associated with regional

transmission and operations plant. There will be approximately $1.5 million in this account

when the entire facility goes into seivice. Based on the dollar-weighted lives of the

individual assets as shown in Appendix B-1, this study recommends a life of 4 years.
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FERC Account 391.0 Office Furniture and Fixtures ( 8 years)

This account includes office furniture and equipment used for general utility

operations. The projected balance in this account is $150,000. Assets in this account are

estimated to have a{ife of 8 years, which is recommended for this account. This is shown

in Appendix B-1.

FERC Account 392.0 Transportation Equipment (8 years)

This account includes autos, trucks, and trailers used for general utility operations.

The projected balance in this account is approximately $449,000. Assets in this account

are estimated to have a life of 8 years, which is recommended for this account. This is

shown in Appendix B-'!.

FERC Account 393.0 Stores Equipment (8 years)

This account includes stores equipment used for general utility operations. The

projected balance in this account is $75,000. Assets in this account are estimated to have

a life of 8 years which is recommended for this account. This is shown in Appendix B-1.

FERC Account 397.0 Communication Equipment (4 years)

This account includes communication equipment used forgeneral utility operations.

The projected balance in this account is approximately $23,000. Assets in this account

are estimated to have a life of 4 years, which is recommended for this account. This is

shown in Appendix B-1.
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'SALVAGE ESTIMATION Page 15 of 37

When a capital asset is retired, that is, 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 amount (what the asset can be sold for) and the removal cost (the cost to remove

and dispose of the asset). Salvage and removal cost percentages are calculated by

dividing the current cost of salvage or 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 original addition versus the retirement.

At the beginning of the life of the assets for Cross Texas, there is no historical net

salvage information that can be used to model net salvage rates. The general expectation

(both in Texas and across the industry) is that most asset accounts within the transmission

function will exhibit negative net salvage, with regional operations and general plant having

a zero percent net salvage. In other words, for the negative net salvage, the cost to

remove the assets from service (i.e., removal cost) will exceed any proceeds received from

the scrap materials (i.e., gross salvage), if any, once the asset is removed from service.

Because the Cross Texas transmission facilities have no historical net salvage

information, the study looked to similarly situated utilities as a model for the expected net

salvage associated with the Cross Texas assets, The study considered the net salvage

characteristics most recently approved by the PUCT for the nine largest Texas utilities with

publicly available information and then performed a simple average. Some Cross Texas

asset accounts may have a higher level of effort required to remove the assets than many

other utilities (e.g., Account 355 - Poles and Fixtures, because there are more steel poles

in the account (100°!a) as compared to other utilities), and some of the net salvage rates

included in the calculation may understate removal cost given the age of the respective

studies. However, given the lack of historical experience, the average net salvage is a

reasonable basis on which to mDdel net salvage for Cross Texas assets,
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Salvage Characteristics

INTANGIBLE PLANT

FERC Account 301 Organization (0% Net Salvage)

EXHIBIT DAW-5

EXHIBIT DAW-fage 16 of 37

Page 16 of 37

This account consists of any gross salvage and removal cost associated with

intangible organization costs. It is not expected that the assets in this account will have

any removal cost or salvage at the end of its life. This study recommends a 0 percent net

salvage.

FERC Account 302 Franchises and Consents (0% Net Salvage)

This account consists of any gross salvage and removal cost associated related to

costs for the application for Certificates of Convenience and Necessity. It is not expected

that the assets in this account will have any removal cost or salvage at the end of its life.

This study recommends a 0 percent net salvage.
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Transmission, FERC Accounts 350.1-359.0 Page 17 of 37

The net salvage percentage applied to Cross Texas' transmission assets is

calculated using the average of the nine Texas utilities shown in Appendix C. A brief

discussion of study recommendations for each account follows below.

TRANSMISSION PLANT

FERC Account 350.2 Land Rights (0% Net Salvage)

This account includes any salvage and removal cost of land rights used for

transmission function assets. Land rights are not expected to have any salvage or removal

cost. This study recommends a 0 percent net salvage.

FERC Account 352.0 Structures and Improvements (-6% Net Salvage)

This account includes any salvage and removal cost of structures and

improvements in connection with control houses and other miscellaneous structures

associated with transmission substations, As shown in Appendix C, the range of net

salvage percentages from other Texas utilities is from negative 33 percent to a positive 5

percent (for Entergy from a study in the 1990s). The average of the eight Texas utilities

(with one not reporting a net salvage percentage for this account) is negative 6 percent.

This study recommends the average negative 6 percent net salvage for this account.
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EXHIBIT DAW-5
EXHIBIT DAW-Tage 18 of 37

FERC Account 353.0 Station Equipment (-9% Net Salvage) Page 18 of 37

This account includes any salvage and removal cost of capacitors, shunt reactors,

supply breakers, steel structures, protective relay panels, and switches for transmission

plant. As shown in Appendix C, the range of net salvage percentages from other Texas

utilities is from negative 25 percent (AEP North) to a positive 2 percent (AEP Central). The

average of the nine Texas utilities is negative 9 percent. This study recommends the

average negative 9 percent net salvage for this account.

FERC Account 354.0 Towers and Fixtures (47% Net Salvage)

This account includes any salvage and removal cost of steel transmission towers

and fixtures. As shown in Appendix C, the range of net salvage percentages is from

negative 34 percent to 0 percent (for Southwest Public Service, which has few assets in

this category, with all except Southwest Public Service being negative). The average of the

nine Texas utilities is negative 17 percent. This study recommends the average negative

17 percent net salvage for this account.

FERC Account 355.0 Poles and Fixtures (-37% Net Salvage)

This account includes any salvage and removal cost of steel poles, anchors, anchor

rods, other related equipment, and foundations for transmission plant. As shown in

Appendix C, the range of net salvage percentages is from negative 100 percent to a

positive 25 percent (for Entergy from a study in the 1990s, with all except Entergy being

negative). The average of the nine Texas utilities is negative 37 percent. This study

recommends the average negative 37 percent net salvage for this account.

FERC Account 356.0 OH Conductors and Devices (-28% Net Salvage)

This account includes any salvage and removal cost of overhead conductors,

insulators, and devices for transmission plant. As shown in Appendix C, the range of net

salvage percentages from otherTexas utilities is from negative 74 percent to a positive 20

percent (for Entergy from a study in the I 990s, with all except Entergy being negative or

zero). The average of the nine Texas utilities is negative 28 percent. This study

recommends the average negative 31 percent net salvage for this account.
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FERC Account 359,0 Roads and Trails (0% Net Salvage)

EXHIBIT DAW-5

EXHIBIT DAW-Tage 19 of 37

Page 19 of 37

This account includes any salvage and removal cost of roads and trails for

transmission plant. Many utilities do not have any investment in this account. It is not

expected that the assets in this account will have any removal cost or salvage at the end of

its life. This study recommends a 0 percent net salvage.

FERC Account 383.0 Computer Software (0% Net Salvage)

This account includes any salvage and removal cost for computer software

associated with primary and backup Energy Management Systems or EMS at regional

transmission centers. It is not expected that the assets in this account will have any

removal cost or salvage at the end of its life. This study recommends a 0 percent net

salvage.

FERC Account 384.0 Communication Equipment (0% Not Salvage)

This account includes any salvage and removal cost associated with communication

equipment associated with regional transmission and operations plant. It is not expected

that the assets in this account will have any removal cost or salvage at the end of its life.

This study recommends a 0 percent net salvage.

GENERAL PLANT

FERC Account 391.0 Office Furniture and Fixtures (0% Net Salvage)
. This account includes any salvage or removal cost for office furniture and fixtures,

used for general utility operations. It is not expected that the assets in this account will

have any remval cost or salvage at the end of its life. This study recommends a 0 percent
net salvage.

FERC Account 392.0 Transportation Equipment (20% Net Salvage)

This account includes any salvage or cost of removal for transportation equipment.

Cross Texas will have investment in pickup trucks, trailers, and ATVs that are estimated to

have a residual value. Based on judgment, this study recommends a 20 percent net

salvage for this account.
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EXHIBIT DAW-2page 20 of 37

Page 20 of 37

FERC Accaunt 393.0 Stores Equipment (0% Net Salvage)

This account includes any gross salvage or removal cost for stores equipment. It is

not expected that the assets in this account will have any removal cost or salvage at the

end of its life. This study recommends a 0 percent net salvage-

FERC Account 397.0 Communication Equipment (0% Net Salvage)

This account includes any gross salvage or cost of removal for communication

equipment used for general utility operations. It is not expected that the assets in this

account will have any removal cost or salvage at the end of its life. This study

recommends a 0 percent net salvage.
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APPENDIX A

Accrual Rate
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Page 23 of 37

APPENDIX B-1

Calculation of Average Life by Account
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Company* Average Service Life Net Salvage Percentage
AEP Oklahoma Transmission Company, Inc. 45
Alaska Electric Light and Power Company 50 -5.00%
American Transmission Company LLC 60 -20.00%
American Transmission Systems, Incorporated 60 -20.00%
Arizona Public Service Company 60
Atlantic City Electric Company 50
Avista Corporation 60
Black Hills/Colorado Electric Utility Company, LP 45
Central Hudson Gas & Electric Corporation 40
Chugach Electric Association, Inc. 37.5
Cleveland Electric Illuminating Company, The 60 -20.00%
Consolidated Edison Company of New York, Inc. 70 -15.00%
Delmarva Power & Light Company 40
Emera Maine 70.95 1.00%
Florida Power & Light Company 65
Georgia Power Company 80
International Transmission Company 60
ITC Great Plains, LLC 55 -5.00%
ITC Midwest LLC 60
Jersey Central Power & Light Company 60
Kansas Gas and Electric Company 65
Massachusetts Electric Company 49.55 0.16%
MDU Resources Group, Inc. 50
Michigan Electric Transmission Company LLC (10/06) 60
Mississippi Power Company 45.4 28.10%
Nevada Power Company, d/b/a NV Energy 55
New England Electric Transmission Corporation 20
New England Power Company 60 0.42%
Ohio Edison Company 60
Oncor Electric Delivery Company LLC 50 -10.00%
Orange and Rockland Utilities, Inc 35
Pacific Gas and Electric Company 65
PECO Energy Company 65
Pennsylvania Power Company 45
The Potomac Edison Company 51 -7.50%
PPL Electric Utilities Corporation 55
Public Service Company of New Mexico 45 -5.00%
Rockland Electric Company 60
Sierra Pacific Power Company d/b/a NV Energy 60
Southern California Edison Company 55
Southern Indiana Gas and Electric Company 50
Southwestern Electric Power Company 50
The Narragansett Electric Company 50
The United Illuminating Company 48
Toledo Edison Company, The 60 -20.00%
Trans Bay Cable LLC 40
UGI Utilities, Inc. 50
Vermont Transco LLC 45 0.10%
Westar Energy, Inc. 55

Factors Used in Estimating Depreciation Charges for 
Account 357



Industry Average 53.62040816 -6.514667%
Rounded Industry Average 54 years -7%

Depreciation Rate = (1-Net Salvage Percentage) / Average Life
 = (1-(-0.07)) / 54
 =  1.07/54
 = 0.019814815

LS Power Depreciation Rate for Account 357

*    Data compiled from 49 companies that list depreciation parameters for Account 357 in their respective FERC Form 1 filings 
for Q4 2018.  Of these, 49 companies include an average service life for Account 357, and 15 include a net salvage percentage.

Calculation of Industry Average Depreciation Rate for Account 357

1.98%



Company* Average Service Life Net Salvage Percentage
AEP Oklahoma Transmission Company, Inc. 45
Alaska Electric Light and Power Company 30
ALLETE, Inc. 50
American Transmission Company LLC 50 -28.00%
American Transmission Systems, Incorporated 49
Arizona Public Service Company 60 15.00%
Atlantic City Electric Company 39
Avista Corporation 50
Black Hills/Colorado Electric Utility Company, LP 45
Central Hudson Gas & Electric Corporation 50 -5.00%
Chugach Electric Association, Inc. 32
Cleveland Electric Illuminating Company, The 50
Consolidated Edison Company of New York, Inc. 60 -15.00%
Consumers Energy Company 46 -25.00%
Delmarva Power & Light Company 40
Emera Maine 69.41 1.00%
Florida Power & Light Company 65 -20.00%
Georgia Power Company 54
Gulf Power Company 45
International Transmission Company 60 -10.00%
ITC Great Plains, LLC 55
ITC Midwest LLC 60 -10.00%
Jersey Central Power & Light Company 50
Kansas Gas and Electric Company 49
Massachusetts Electric Company 41.81 -0.29%
MDU Resources Group, Inc. 50
Metropolitan Edison Company 40
Michigan Electric Transmission Company LLC (10/06) 60 -10.00%
Mississippi Power Company 45.4 28.10%
Nevada Power Company, d/b/a NV Energy 45
New England Electric Transmission Corporation 20
New England Power Company 45 0.37%
Niagara Mohawk Power Company 75
Ohio Edison Company 45 10.00%
Oklahoma Gas and Electric Company 40 -50.00%
Oncor Electric Delivery Company LLC 40 -10.00%
Orange and Rockland Utilities, Inc 33
Otter Tail Power Company 42.08 -5.00%
Pacific Gas and Electric Company 55 -10.00%
PECO Energy Company 60
Pennsylvania Electric Company 35
Pennsylvania Power Company 40
The Potomac Edison Company 44 -12.50%
PPL Electric Utilities Corporation 45
Rockland Electric Company 50
Sierra Pacific Power Company d/b/a NV Energy 50
Southern California Edison Company 40 -15.00%
Southern Indiana Gas and Electric Company 35
Southwestern Electric Power Company 50
The Narragansett Electric Company 40
The United Illuminating Company 50
Toledo Edison Company, The 35
Trans Bay Cable LLC 40
UGI Utilities, Inc. 40
Vermont Transco LLC 45 0.20%

Factors Used in Estimating Depreciation Charges for 
Account 358



West Penn Power Company 40
Westar Energy, Inc. 40

Industry Average 46.66140351 -8.14857%
Rounded Industry Average 47 years -8%

Depreciation Rate = (1-Net Salvage Percentage) / Average Life
 = (1-(-0.08)) / 47
 = 1.08/47
 = 0.022978723

LS Power Depreciation Rate for Account 358

*    Data compiled from 57 companies that list depreciation parameters for Account 358 in their respective FERC Form 1 filings for Q4 
2018.  Of these, 57 companies include an average service life for Account 358, and 21 include a net salvage percentage.

Calculation of Industry Average Depreciation Rate for Account 358

2.30%
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