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BEFORE THE PUBLIC UTILITY COMMISSION 

OF OREGON 

UM ---

In the Matter of 
CASCADE NATURAL GAS CORPORATION 
To File Depreciation Study 

PETITION OF CASCADE 
NATURAL GAS CORPORATION 

In accordance with ORS 757.140, Cascade Natural Gas Corporation (Cascade or Company) 

files an updated depreciation study with the Public Utility Commission of Oregon (the 

"Commission"). This filing consists of a depreciation study conducted for Cascade by AUS 

Consultants and is referenced on page 11 in the Direct Testimony of Michael Parvinen in Exhibit 

No. 300 in Docket No. UG 287. 

A. Cascade Natural Gas 

Cascade is a public utility in the state of Oregon and is subject to the jurisdiction of the 

Commission with regard to rates, service, and accounting practices. Cascade also provides 

natural gas service in the state of Washington. 

B. Communications 

Communications regarding this petition should be addressed to: 

Michael Parvinen 
Cascade Natural Gas Corporation 
8113 West Grandridge Blvd. 
Kennewick, WA 99336 
Tel: (509) 734-4593 
Fax: (509) 737-9834 
Email: michael.parvinen@cngc.com 
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C. Basis for this Filing 

In April of this year, Cascade received the results of a depreciation study performed by a 

third party evaluator, AUS Consultants, (the "Study"). The Study updates the Company's book 

depreciation on all gas plant in service as of December 31, 2013. The results of the Study show 

that the Company's current depreciation expense, which is based on a depreciation study 

performed on plant in service as of September 30, 1997, should be increased by approximately 

$2.02 million on a system basis. 

D. Statutory Authority 

ORS 757.140 empowers the Commission to ascertain and determine the proper and 

adequate rates of depreciation of Cascade's property used in the rendering of retail natural gas 

service. ORS 757.140(1) Cascade is required to conform its depreciation accounts to the rates 

so ascertained and determined by the Commission. Id. The Commission may make changes in 

such rates of depreciation from time to time as the Commission may find necessary. Id. 

Michael Parvinen 
Director, Regulatory Affairs 
Cascade Natural Gas Corporation 

April 30, 2015 
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Jerome C. Weinert 
Principal and Director 

April 15, 2015 

Cascade Natural Gas Corporation 

Kennewick, Washington 

Gentlemen: 

AUS Consultants 
Depreciation and Valuation Services 
8555 West Forest Home Avenue 
Suite 201 
Greenfield, WI 53228 
Telephone 414-529-5755 
Fax 414-529-5750 
Cell: 414-698-8371 
E-Mail weinertj@auswest.net 

At your request, we have conducted a study of the annual depreciation accrual requirement for 

the gas plant of Cascade Natural Gas Corporation. These studies were performed on Cascade 

total combined plant (Oregon, Washington, & Inter-state) as of December 31, 2013, and we 

submit our results in this report. The purpose of this study was to update the depreciation 

parameters and rates established by the Company in its last depreciation study as of September 

1997 prepared by Deloitte & Touche, LLP. The depreciation rates proposed in this study are 

those appropriate to be applied to the Company's plant in service to enable recovery of its 

investment, adjusted for net salvage, over its useful life. 

The term Depreciation, as used in this report, is defined by the National Association of 

Regulatory Utility Commissioners as: 

"Depreciation, as applied to depreciable gas plant, means the loss in service 
value not restored by current maintenance, incurred in connection with the 
consumption or prospective retirement of gas plant in the course of service from 
causes which are known to be in current operation, against which the company is 
not protected by insurance. Among the causes to be given consideration are 
wear and tear, decay, action of the elements, inadequacy, obsolescence, 
changes in the art, changes in demand, and requirements of public authorities, 
and, in the case of natural gas companies exhaustion of natural resources." ... 

"Service value means the difference between original cost and the net salvage 
value (or the salvage value of the property retired less the cost of removal or 
abandonment) of the utility plant." 

AUS CONSULTANTS 
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It is the intent of this study to measure the rate at which the above-described depreciation, 

including a provision for net salvage, is taking place. Once measured, the depreciation accrual 

rates are then calculated to allocate to accounting periods, as an expense, the cost of the 

property consumed in the form of depreciation. 

The depreciation accrual rates in this report were calculated using the Company's plant 

investment and accumulated reserve for depreciation, as of December 31, 2013. The studies 

were based on the Company's historical accounting records for both plant investment and the 

accumulated reserve for depreciation. The service lives for the various categories of plant were 

determined using the statistical life analysis technique of simulated plant balance analysis. 

Salvage, net of removal costs, was analyzed as a percentage of the retirements which produced 

the net salvage experience; the salvage analysis was based on data obtained from the 

company's accounting entries to its accumulated reserve for depreciation. 

Discussions were held with Company personnel to ascertain Company plans and the condition 

of the gas industry in general and specific to the Company's service area. The historical 

service life indications and net salvage experience were reviewed with company personnel to 

gain an understanding of the Company's construction and retirement activities which lead to 

those indications as well as the Company's plans for the future. 

Based on the above-described procedures, the capital recovery parameters of retirement 

dispersion, average service life, average age, average remaining life, gross salvage, cost of 

removal, and salvage-net-of-removal-cost were determined. Each account's theoretical reserve 

position was also determined based on the recommended capital recovery parameters. The 

average service life and average remaining life were calculated using the proposed service lives 

and the current age distribution of the company's surviving investment for each of the company's 

various account categories. It was based on these parameters which the depreciation accrual 

rates were developed. 

AUS CONSULTANTS 
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The calculated depreciation accrual rates are based on the above-described capital recovery 

parameters and the Company's current overall capital recovery position. The capital recovery 

accrual rates recommended in this study are based on the remaining life method of capital 

recovery. The remaining life method of capital recovery attempts to recover the Company's 

capital investment less previously accumulated depreciation, with an allowance for net salvage, 

over the investment's average remaining life. As such, the remaining life method has a 

feedback mechanism to evaluate and fine tune the progress of the capital recovery process. 

These study procedures are those recommended by National Association of Regulatory 

Commissioners in their publications, Depreciation Practices for Small Gas Distribution 

Companies, published in 1984, and Public Utility Depreciation Practices, publi,shed in 1996. 

Based on our analysis, the Company should establish its annual accrual rates as follows: 

Plant Investment and Reserve Balances 

12-31-2013 

Plant Investment $741,702,876 

Reserved Investment 381,670,863 

Reserve as a % of Plant 51.46% 

Present Accruals 

Accrual Rate (%/year) 2.77% 

Accruals ($s/year) 20,514,902 

Proposed Accruals 

Accrual Rate (%/year) 3.04% 

Accruals ($s/year) 22,533,134 

Change in Accruals ($s/year) $2,018,232 

AUS CONSULTANTS 
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This report comprises the following: 

This letter, identifying the subject and purpose of our study and summarizing the 

results. Section 1 of this report was written in such a fashion as to present the 

rationale and philosophy which formed the basis of these studies and to present 

the results of those studies. Section 2 of this report presents the study results in 

detail comprising: 

Net change in Depreciation Rates and Accruals 

Proposed Depreciation parameters, rates, and accruals 

Theoretical Reserve based on the proposed depreciation parameters 

Present Depreciation parameters, rates, and accruals 

Periodic studies of the Company's depreciation parameters, accrual rates, and practices are 

recommended in order that its most current service life experience, construction and 

replacement programs, and the applicable technological and regulatory trends may be properly 

reflected in the annual depreciation accruals. 

S:\Cascade Gas 2014\Report\coverttr.docx 

Respectfully submitted, 

Jerome C. Weinert, P.E., C.D.P., ASA 
Principal and Director 

AUS CONSULTANTS 



INTRODUCTION 

This report summarizes our studies of the annual depreciation accrual requirement for the gas 

plant of Cascade Natural Gas Company. The purpose of the study was to update the 

depreciation parameters and rates established by the Company in its last depreciation study 

prepared in late 1997. The depreciation rates proposed in this study are those appropriate to 

be applied to the Company's plant in service to enable recovery of its investment, adjusted for 

net salvage, over its useful life. 

The term Depreciation, as used in this report, is defined by the National Association of 

Regulatory Utility Commissioners as: 

"Depreciation, as applied to depreciable gas plant, means the loss in service 

value not restored by current maintenance, incurred in connection with the 

consumption or prospective retirement of gas plant in the course of service from 

causes which are known to be in current operation, against which the company is 

not protected by insurance. Among the causes to be given consideration are 

wear and tear, decay, action of the elements, inadequacy, obsolescence, 

changes in the art, changes in demand, and requirements of public authorities, 

and, in the case of natural gas companies exhaustion of natural resources." ... 

Service value means the difference between original cost and the net salvage 

value of the utility plant, i.e., the salvage value of the property retired less the 

costs associated with the removal or safe abandonment of the utility plant. 

It is the intent of this study to measure the rate at which the above-described depreciation is 

taking place, including a provision for salvage net of removal costs. Once these attributes are 

measured, the depreciation accrual rates are then calculated to allocate to accounting periods, 

as an expense, the cost of the property consumed in the form of depreciation. 

The depreciation accrual rates in this report were calculated using the company's plant 

investment and accumulated reserve for depreciation as of December 31, 2013. The studies 

were based on the company's historical accounting records for both plant and net salvage. The 
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service lives for the various categories of plant were determined using the statistical life analysis 

technique of actuarial retirement rate analysis. The salvage, net of removal costs, was 

analyzed as a percentage of the retirements which produced the net salvage experience. 

Discussions were held with company personnel to ascertain company plans and the condition of 

the gas industry in general and specific to the Company's service areas. The historical service 

life indications and net salvage experience were reviewed with company personnel to gain an 

understanding of the construction and retirement activities which lead to those indications, as 

well as the company's plans for the future. Based on the above-described procedures, the 

capital recovery parameters of retirement dispersion, the service life projection for the future and 

the future net salvage expectations were determined. Based on these recommended capital 

recovery parameters, each accounts' average service life, average age, average remaining life, 

average net salvage, and theoretical reserve position were calculated based on weighting the 

future service life and net salvage projections with the plant's past survival and retirement 

experience using the age distribution of the property surviving investment at the study date. It 

was based on these parameters which the depreciation accrual rates were developed. The 

depreciation accrual rates were calculated using the remaining life method of capital recovery. 

These study procedures are those recommended by National Association of Regulatory 

Commissioners in their publications, Depreciation Practices for Small Gas Distribution 

Companies, published in 1984, and the 1996 edition of Public Utility Depreciation Practices. 
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COMPANY AND INDUSTRY 

The Company provides gas distribution services to the portions of Oregon and Washington. 

The following map details the Company's service areas: 

Servi>ceAree 

• D1stnc1 Offices 

('!) Headquarters 

Seattle 
Washington 

Yakima
1
• 

Wenatchee • Moses Lake • 

Oregon 

The Company serves more than 260,000 customers in 96 communities - 68 of which are in 

Washington and 28 in Oregon. Cascade's service areas are concentrated in western and central 

Washington and central and eastern Oregon. 
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STUDY PROCEDURES 

These studies were made based on accounting data through December 31, 2013. Several major 

steps were important to the completion of the current studies: 

1. Assembly of historical plant accounting data for plant additions, retirements, transfers and 
balances. Survivor data was collected for back to the earliest placement of plant (1953) 
and retirement information back to 1974 or when the plant was first placed through 2013. 

2. Computerized processing of the plant accounting data to establish historical retirement 
experience, retirement dispersion and service life indications, using the actuarial life 
analysis technique of retirement rate analysis. 

3. Assembly of historical gross salvage, cost of removal, and retirement data over a period 
of 1978 to 2013. 

4. Computerized processing of the historical retirement, gross salvage, and cost of removal 
data to establish net salvage experience using ratio analysis. 

5. Interviews with company personnel to review company plans and practices, as well as to 
gain an understanding of the facts and circumstances which lead to the above-described 
historical life indications and net salvage experience. 

6. Consideration of all other factors affecting the determination of future service life and 
future net salvage expectancies ·including physical, functional, environmental, and 
regulatory obsolescence. 

7. Selection of the capital recovery parameters of retirement dispersion, service life 
projections for the future, salvage, and cost of removal projections for the future. 

8. Calculation of the remaining capital recovery parameters which are dependent on the 
above-selected parameters. These calculations resulted in each account's average age, 
average service life, average remaining life, average net salvage, and the calculated 
reserve. The average service and remaining service lives were calculated using vintage 
group service life calculation techniques. 

9. Calculation of depreciation accrual rates and accruals based on the above-derived 
capital recovery parameters. The accrual rates and annual accruals were determined 
using the remaining life method of capital recovery . 

.. 
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ANALYSIS OF CAPITAL RECOVERY PARAMETERS 

Historical Life and Net Salvage Analysis 

The historical life and salvage experience was based on analysis of the company's accounting 

data through 2013. For the service life analysis these data extended back to the 1950s and 

60s. For the salvage data the analysis included data back to near 197 4 depending on the 

account. 

Service Life Analysis 

The historical service life experience was analyzed using the actuarial method of retirement rate 

analysis. The Company's aged additions and retirements were banded over several 

retirement periods for life analysis using the retirement rate method. Generally, in retirement 

rate analysis, the property's survival and retirement is studied as a function of its age, thus 

providing indications of the plant's survival/retirement characteristics, as depicted by an 

Iowa-type survivor curve, and indications of the plant's historical service life. The service life 

indications for most of the plant accounts were analyzed for the retirement experience bands of: 

Band Name Retirement Placement Years 

Experience Years 

Total Data 1974-2013 1953-2013 

30-vears 1984-2013 1953-2013 

20-years 1994-2013 1953-2013 

10-years 2004-2013 1953-2013 

5-vears 2009-2013 1953-2013 

In making final service life recommendations, the historical life analysis results were integrated 

with the company's and the industry expectations for the future. 

The following table is an example of the actuarial retirement rate analysis used in the the life 

analysis portion of the depreciation study: 

1-5 



(_ 

Cascade Natural Gas Corporation 

Depreciation Study 

As of December 31, 2013 

Example Actuarial Retirement Rate Analysis 

Account: Description 

400.00 Example Retirement Rate Analysis 

(1) (2} (3} (4) 

Retirement 

Age Exposures Retirement Rate 

Input Input Input (3) I (2) 

years OC$s OC$s 

0.0 

0.5 10,000 0 0.00000 

1.5 10,000 182 0.01820 

2.5 10,000 O.OOGOO 

3.5 10,000 424 0.04240 

4.5 10,000 0.00000 

5.5 10,000 0.00000 

6.5 10,000 2000 0.20000 

7.5 10,000 0.00000 

8.5 10,000 0.00000 

9.5 10,000 0.00000 

10.5 10,000 6000 0.60000 

11.5 10,000 0.00000 

12.5 10,000 0.00000 

13.5 10,000 0.00000 

14.5 10,000 8000 0.80000 

15.5 10,000 0.00000 

16.5 10,000 2000 0.20000 

17.5 10,000 0.00000 

Fitted Survivor 

Curve 

R2.0 

(5) 

Survivor 

RateRate 

1.00000 - (4} 

1.00000 

0.98180 

1.00000 

0.95760 

1.00000 

1.00000 

0.80000 

1.00000 

1.00000 

1.00000 

0.40000 

1.00000 

1.00000 

1.00000 

0.20000 

1.00000 

0.80000 

1.00000 

Fitted Life 

10 

(6) 

Portion 

Surviving 

(PS} 

PS age-1 * 
PS age 

1.00000 

1.00000 

0.98180 

0.98180 

0.94017 

0.94017 

0.94017 

0.75214 

0.75214 

0.75214 

0.75214 

0.30086 

0.30086 

0.30086 

0.30086 

0.06017 

0.06017 

0.04814 

0.04814 

(7) 

Fitted 

Curve 

Iowa 

Curve Fit 

1.00000 

0.99492 

0.98192 

0.96425 

0.94071 

0.90990 

0.87020 

0.81985 

0.75707 

0.68054 

0.59012 

0.48794 

0.37930 

0.27266 

o.1ns2 

0.10252 

0.04961 

0.01749 

0.00280 
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In the above table the property's retirement rate (column 4) is analyzed by age based on the 

property's exposure to retirement (column 2) by age (column 1) and the retirements by age 

(column 3). The property's survivor curve (column 6)is developed based on the retirement rate 

(column 4) and survival rate (column 5). In the chart below the property's survival curve is 

shown entitled "Observed Life Table". In order to standardize the life study results a Iowa-type 

survivor curve and associated life is fitted to the observed life table. In the example, a R2 

Iowa-type survivor curve with a life of 10 year was fitted to the observed life table. The fit 

criteria used I the life study was least squared differences of the fitted curve and life to the 

observed life table. The fitted curve and life is the life indication of the life analysis. This type 

of analysis was performed for each of the previously described retirement bands. 

Example Retirement Rate Analysis 

1111 

1.00000 
0.90000 
0.80000 

c 0.70000 
:~ 0.60000 
.;: 0.50000 
c 
.2 0.40000 
~ 0.30000 
a. 

0.20000 
0.10000 

0.0 5.0 10.0 15.0 20.0 

Age in Years 

Net Salvage Analysis 

- observer Life Table 

- Fitted R2 - 10 year Life 
Table 

The historical salvage net of removal cost for each plant account was analyzed using ratio 

analysis of retirements, gross salvage, and cost of removal. The salvage analysis was 

performed as follows: 

Salvage Analysis Periods 
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Annually, as well as a five-year rolling band for the period 1995 through 2013 

1978 through 2013 banded together 

1984 through 2013 banded together (20-year band) 

1994 through 2013 banded together (15-year band) 

2004 through 2013 banded together (10-year band) 

2009 through 2013 banded together (5-year band) 

The following is an example of the salvage and removal costs analysis: 

Casc.ade Natural Gas Corporation 

Depreciation Study 

As of December 31, 2013 

Net Salvage Analysis 

Account: 400.0 Example Net Salvage Anatysls 

Annual Analysis. Rolling Band AnalY'IS 

11) 12) Ui 1•1 15} 16) 17) 18) 19) 110) (11) {U) (13) (14) 1151 (16) 

..... Retirement salvage cost of Removal Net Sal\lage Year Retirement Salva1e cost of Removal Net Salvage 

% of %of %of %of \llof %of 

Retirement Retirement Retirement Retirement Retirement Retirement 

Ss Ss Ss $s $s $s Ss Ss Ss Ss Ss Ss Ss Ss 

lnpU'l Input Input 131/ 121 ll'lput 15)/12) 
. 

13) • 15) 17)/12) 112) 113) 
. 

1111/ 1101 1(5) 1131/ 1101 • 111)-113) 1151/1101 

2000 38,374 0.0% 67,601 176.2"" (67,6011 -176.2% 

2001 206,933 0.0% 28,stil 13.8%. (28,5til) ·13.8% 

2002 46,805 0.0% 10,911 23.3%,. 110,9111 -23.3'6 

2003 5,689 0.0% 1.885 33.1%" (1,885) ·33.1% 

2004 9,922 0.0% 6,988 70.4% .. (6,988) -70A% 2004-2000 307,723 0.0%" 115,947 37.7%" 1115,947) .n.7% 
2005 331,738 0.0% 208,809 629%' (208,8091 -62.9!'o 2005-2001 601,086 0.0%' 257,155 42.8%. (257,155) -42.8% 

2006 68,978 0.0% 92.233 133.7%,. 192,233) -133.7'6 2006-2002 463.132 0.0%" 320.826 69.3%' (320,826) ·69.39' 

2007 39,086 0.0% 53,462 136.8'b,, {53,462) -136.8% 2007-2003 455,413 0.0%" 363,377 79.8%" 1363,377) -79.8% 

2008 64,679 0.0% 59,396 91.8%,. 159,396) -91.8% 

2009 84,345 0.0% 44,502 52.8%" 144,502) -528% 

2008-2004 514,402 0.0%. 420,888 81.8% (420,888) ·81.8% 

2009·2005 588,825 0.0%" 458,402 n.9% (458,402) -n.9'l. 
2010 42,011 0.0% 75,464 179.6%" (75,4641 -179.6" 2010-2006 299,098 0.0%" 325,057 108.7% (325,0571 ·108.7% 

2011 115,023 0.0% 108,194 94.1%" 1108,194) -94.1% 2D11-2007 345,143 0.0% ... 341.019 96.8% (341,019) ·98.8% 

20U Ul,595 0.0% 206,769 170.0~ r 1206,769) -171J.O% 2012-2008 427,652 0.09-o,.. 494,326 115.6% 1494,326) -115.6% 

2013 204,986 0.0% 322,026 1S7.1%" 1322,026) -157.1% 2013-2009 567,960 0.0%· 756,956 133.3% (756,956) ·133.3% 

Totill Data 1,380,163 0.0% 1,286,803 93.2% I 1.286,803) -93.2% 

Last 10-years 
. 

1,082,362 o.°"'" 1.1n,S44 " 108.8!; iun,844) ·108.8% 

Last 5years 567,960 o.0%,. 75ti,956 
. 

133.3" (756,956) -133.3% 

Future Service Lives and Net Salvage 

Before making recommendations as to the appropriate future service lives and net salvage 

factors for capital recovery purposes, the analyst must consider the above-described historical 

service life and net salvage indications and the effects that obsolescence and changing 

1-8 



(_ 

economic and competitive factors will have on the future service life and net salvage of the 

property. 

Future Service Lives 

The service live used to project the life experience in future periods which will be weighted with 

the plant's past life experience were based on the historical life analysis and considerations of 

the future life expectations based on discussion with the Company. 

Future Net Salvage 

Net salvage (gross salvage less cost of removal) is becoming increasingly more important in the 

gas industry. Gross salvage has generally been minimal due to the retiring property being 

essentially scrap. 

Cost of removal in the gas industry is most pronounced in the area of outside plant. Mains, 

service measuring and regulating equipment all experience significant removal costs. In the 

past, plant has been retired and abandoned in place; however, liability concerns and strict 

environmental regulations require removal or making the retiring plant safe for abandonment. 

The cost of removal (in current dollars) is related to the original cost in the historical dollars of the 

plant being removed. In many cases, the placement of plant and its ultimate removal can be 

separated by decades. Cost of removal, as a percent of that plant's historical original cost can 

range from 50% to 150% or more. Generally, removal costs increase due to increasing 

equipment and labor costs caused by rising price trends. 
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SERVICE LIFE AND NET SALVAGE WEIGHTING 

Service Lives 

Once the life analysis has been performed and the historical service life indications and any 

obsolescence factors are considered, the service lives to project future life expectations of the 

property are recommended. Given the selection of a standard Iowa-type survivor/retirement 

curve and appropriate service lives to project the property's life expectation, each account's 

average service life and average remaining life was calculated based on the age distribution of 

the surviving investment as of the December 31, 2013 study date using the vintage life group 

(VG). The following is an example of the determination of VG service lives and remaining lives 

using a 10-year projection life and a survival/retirement distribution as depicted by an R2.0 

Iowa-type survivor curve: 

1-10 
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Cascade Natural Gas Corporation 

Depreciation Study 

As of December 31, 2013 

DevelGpment of Equal Life Group and Vintage Life Group Remaining Lives 

Account: 

Service Life 
Calculations 

inputs 

•.1) 

Age 

(2) 

Age as% 
of 

Projection 
Life 

400.00 Example Generation Arrangement 
Percentage Survivor 

of Sur.w ors Ca lcul atiGn Curve Projection Life 

100.0% Full Mortality R2.0 10 years 

(3) 

Age 

1owa 

(4) (5) (6) (7) (8) 

Annua l 
Portion Accrua l All 
Reti red Annua l Remaining 

lowa Portion during Age Age at Accrua l for Age 
Surviving Interval Retlrement Age Group Groups 

Interval 

AYFR 

Not Used 

(9) 

A&e 
Group's 

Probable 
Life 

l t'l~Ut Lookup Iowa Tables Notal Midpoint 15) ,' !6 ~ Note 2 11 )+ f12 j 

% of PL Lookup % 

0.0 

0.5 

1.5 

2.5 

3.5 

4.5 

5.5 

6.5 

7.5 

8.5 

9.5 

10.5 

11.5 

12.5 

13.5 

14.5 

15.5 

16.5 

17.5 

18.5 

Total life Tabl e 
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16.4 
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7.11 
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7.62 
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9.33 

9.77 

10.21 

10.67 

11.16 
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12.24 

12.~ 
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14.17 
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15.63 
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5.27 
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3.18 

2.74 

2.34 

1.98 

1.67 

1.39 

1.13 

G.87 

0.65 
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Note 3 

years 

io.c:· 
9.55 

8.67 

7.82 

7.00 

6.22 

5.48 

4.79 

4.15 

3.56 

3.03 

2.55 

2.14 

1.78 

1.47 

1.18 

0.91 

0.66 

0.50 

0.50 

The following continues the above example using the vintage VG service lives and remaining 

lives to calculate composite account service and remaining lives: 
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Cascade Narurat Gas corporation 

Deprecjat,on Study 

As of Oe<ember 31, 2013 

C&ltu leti on of Avere1e Servite and Rema in mi L 1~5 

Full Mortality 

Notes· Columns (13) 

ELG vin1a1es. (3)• i12! 

Atcount: 4!>0.00 Examp le Generation Arrar11ement VG vl ntaees: (10) ... (8) • (12~ 

Sen.·i c.e L.fe Pert:enta1e Survivor F•rst ELG 

Ca ltu l at.ons of Surv-vors Cal tu lation Curve Projecti on Life AVFR Year 

1nputS 100 0% Ful i Mortality R2.0 10 Not U5ed Not Used 

(1) 12) (3\ 14) 15) (6) (7) (S) (9) (10) (lli (12) 113) (14) (15) 

Servlce Ale as% Averaae 
Li fe of iowa !owa Cascade iowa Vinta1e Avera2e Remainin1 

Caiculatio Surviv1n1 Projfit•on tov.raCuN e Portion Realized Realized Fercent Remainin1 A.veraee L•fe Lite 
Vea r Ale :nveStment WtdAie Life Lookup SuNlY'in1 L•fe Lile Condition Life life Weiehts Wei1hts 

(3) ' 1C 10v•ars • 
Input l r:~t 2()14-(11!+.5! Input ~3 ~ . f4 ) v•ars fl:.o ph.1.1 16~ loo.-a lookup low1 Lock.up 13; • 19) / 16} lowil Lo.ok1Jp j11} Notul t•i ·11•) t13)• t15) 

Fr1ctlol'\ of !I ol A&e S Y••rs • 
vears Ss Ss •years DC of PL ~-ears 'lo of PL years years Ss /years ~Ss/yHrsi 

200!! VG 5.5 10,000 55,000 SS R2.00SS 0.87020 Sl.3GS73 5.23 O.SASOS 5.48 10.00 1,000 5,480 

2009 VG 4.5 10.0CIC 45,CC~ ~s R2.0Q45 0_90990 43.40021 4.34 0.62205 6.22 10.00 1.c:o 6,220 

2010 VG 3.5 lll.000 35,000 35 R2_0035 0_94071 34.14056 3.41 0.70011 7.00 9.99 l.Olll 7.'J07 

2011 VG 2.5 10,000 25,000 2S R2.0025 0 .96425 24 61043 2.46 C.78185 7.82 10.00 1.000 7,820 

2012 VG 1.5 10,000 15.000 15 R2.0015 0_98192 14.87525 1.49 U6692 !.67 10.00 1.000 !,670 

2013 VG 0.5 io.a:o s.c:: 5 R2.0005 0 .99492 ~.98765 0.50 0.95497 9.55 10.0!l 1,000 9,550 

2014 VG G.O R2.000G 1.00000 1.00000 10.00 10.00 

Totai Account 3.00 eo,:j~ 150,000 7.46 13.00 6,0Cl 44,747 

Net Salvage 

The results of the salvage analysis are estimates of the gross salvage and cost of removal that 

are to be expected in the future. Since the depreciation rates in this study are based on 

remaining life capital recovery concepts, which look forward to the ultimate recovery of the 

property in the future, the future net salvage was utilized in all of the depreciation and theoretical 

reserve calculations, i.e., average net salvage (ANS) was assumed to equal future net salvage 

(FNS). This assumption has no impact on the results of the deprecation rates or expenses in 

these studies. 
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THEORETICAL RESERVE 

The theoretical or calculated reserve analysis was used to investigate problem areas in the 

company's capital recovery. A problem area is defined as an account in which the book reserve 

level is significantly different from its theoretical level, and the prospect of obtaining full recovery 

is doubtful. In these studies, problem areas will be resolved by the remaining life method of 

capital recovery. 

Generally, there are two methods of determining the theoretical depreciation reserve: the 

prospective method and the retrospective method. In the retrospective method, the 

computation is made based on the cost of property constructed and its exposure to depreciation. 

The reserve is computed using the current best estimate of service life and net salvage and 

annual accruals from which actual past retirements are deducted. In the prospective method, 

the computations are made looking forward using the future life expectancy of the property. 

The future life expectancy can then be used to predict future accruals based on the proposed 

service life and net salvage. By definition, in the prospective method, the theoretical reserve is 

equal to the book cost of the property adjusted for salvage minus the future accruals. The 

theoretical reserve for each plant account was calculated with the following formula: 

Theoretical Reserve(%)= 

(100% - FNS %) - (100% - ANS%)* (ARUASL) 

where: 
FNS % =Future Net Salvage in percent 
ANS % = Average Net Salvage in percent 
ARL = Average Remaining Life in years 
ASL =Average Service Life in years 

The first portion of this formula (100% - FNS%) represents the book cost of the property adjusted 

for net salvage or, in other words, the amount which needs to be recovered. The second 

portion of this formula (100% - ANS%)/ASL times ARL represents the total future accruals; the 

(100% - ANS%)/ASL is the whole or average service life depreciation rate and when that is 

multiplied by the remaining life (ARL) the result is the future recovery. Therefore, as the above 

formula indicates, the reserve level which should theoretically exist at the study's date is the 

book cost of the property adjusted for net salvage less all future accruals. 

1-13 



The prospective theoretical reserve method is the preferred method since it looks forward to the 

ultimate retirement of the plant. The use of the retrospective method is generally reserved for 

special cases where the remaining life is difficult to determine. 
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CAPITAL RECOVERY METHODS 

Having determined each account's capital recovery parameters of survival/retirement dispersion, 

service life projection, average service life, average remaining life, net salvage, and theoretical 

reserve, the account's capital recovery accrual rates and annual depreciation expense can be 

determined. However, before this can be accomplished, a selection has to be made of the most 

appropriate capital recovery method for the company and its recovery needs. It is the intent of 

the capital recovery process to measure the rate of depreciation occurring in the company's plant 

and equipment, then allocate to accounting periods the cost of the property consumed. There 

are two basic methods commonly utilized to determine capital recovery rates. They are: the 

average service life method (sometimes referred to as the whole life method) and the average 

remaining life method. 

Average Service Life (Whole Life or ASL) Method 

The average service life method of capital recovery attempts to recover the original cost of the 

plant, adjusted for salvage, net of removal costs over the average service life of the property. 

The annual depreciation rate formula is: 

ASL Annual Depreciation Rate = 100% - Average Net Salvage % 
Average Service Life (Years) 

The basic assumption used in determining depreciation rates by the average service life method 

are: 

1. The property will be retired over a specific average service 
life. 

2. The property will be retired with a specific average net 
salvage. 

These assumptions are reasonable if both the average service life and the average net salvage 

can be estimated with reasonable accuracy. However, the average service life method restricts 

full recovery of the company's invested capital to only those cases where the depreciation 

analyst's original estimate of both the average service life and average net salvage is exactly 

correct at the onset of the capital recovery process and those estimates remain unchanged over 
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the entire life of the plant. This is the "Achilles' heel" of the average service life method of 

capital recovery. 

When the estimate of either the service life or the net salvage parameters change during the life 

of an asset, the average service life method may over or under accrue the asset. In an industry 

with long service life experience and increase cost of removal experience the requirement of a 

capital recovery system where the original estimates must be correct and remain unchanged 

over time is not workable. The above limitations are further compounded by the group 

accounting methods used by utilities, where numerous individual assets are grouped for 

depreciation accounting and administration. 

These limitations of the average service life method render it inappropriate when used alone for 

the recovery of utility. 

Average Remaining Life (ARL) Method 

To remove the above-mentioned restrictions, capital recovery using the average remaining life 

method was developed. The average remaining life method attempts to recover the company's 

investment in plant, net of previously accumulated depreciation and future net salvage over the 

remaining life of the plant. The average remaining life depreciation accrual rate formula is: 

ARL Annual Depreciation Rate = 100% - Depreciation Reserve % - Future Net Salvage% 
Average Remaining Life (Years) 

The basic assumptions used in determining the depreciation rate by the average remaining life 

method are: 

1. The property's average remaining life is determinable. 

2. The future net salvage is determinable. 

These assumptions are similar to those necessary for the average service life method of capital 

recovery; however, the investment's remaining life and future net salvage can be estimated with 

greater accuracy as the plant's ultimate retirement grows near. Also, by including the 

accumulated reserve for depreciation and using the average remaining life, the recovery process 
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now has a feedback mechanism. The recovery process, in essence, is fine tuned as the 

company's plant ages and approaches retirement. 

Since the capital recovery process is one of estimation of service lives (average service life and 

average remaining life) and the estimation of future net salvage (gross salvage and cost of 

removal), the capital recovery process requires a method of recovery which allows for changes in 

those original estimates over time. The remaining life method of capital recovery relieves the 

restrictions of the average service life method by putting a feedback mechanism into the accrual 

process. It is for these reasons that the capital recovery rates in these studies are based on the 

average remaining life method.of capital recovery. 

Comparison of Present and Proposed Depreciation Rates and Expenses 

The Company's last depreciation (prepared by Deloitte & Touche, LLP in 1998) utilized the ASL 

depreciation procedures. For comparison purposes we have provided each account 

depreciation rates and expenses also on an ASL depreciation method along with the present 

rates and expenses based on the December 31, 2013 investment balances. However, for this 

study, our recommended depreciation rates and expenses are based on remaining life 

depreciation methods determined using the Company's investment and reserve balances at 

December 31, 2013. 
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OVERVIEW OF RESULTS 

Where sufficient data exists, the gas plant of Cascade Natural Gas was analyzed using statistical 

life and net salvage analysis techniques. The service life experience was analyzed using the 

actuarial retirement rate analysis. The net salvage analysis was based on a ratio analysis of the 

past retirement experience for each account. The service life and net salvage 

recommendations were based on the previously described analysis, the company's 

expectations, the equipment in the account, industry experience and engineering judgment. 

For all the accounts, the capital recovery parameters were based on the type of equipment, its 

use, the analysis performed in these studies, and discussions with the company's accounting, 

engineering, and management personnel. 

The following narrative is intended to provide a synopsis of the analysis performed and the 

results. The service lives, average and remaining lives, referenced in the following narrative, 

and the net salvage parameters are those used in the calculations of the recommended 

depreciation accrual rates and annual accruals using the remaining life method of capital 

recovery. The statistical analyses of life and net salvage, the service life calculations, and the 

resultant depreciation rates and expenses are presented for each account on the CD following 

the Depreciation Summary wherein the following described analyses and conclusions can be 

found. 

Transmission Plant - Accounts 365.2 - 369.1 

The Transmission Plant Accounts include the company's investment in rights-of-ways, mains, 

and measuring and regulating equipment. The Company's Transmission Plant functional group 

investment and reserve balances are as follows: 

Account Account Name December 31, 2013 Plant and Reserve 
Investment Reserved Investment 

365.2 Rights-of-Way $1,026,089 $723,038 
367.1 Mains 15,804,274 9,718,327 
369.1 Measuring & Regulating Station 198,115 207,794 

Eauioment 

Total Transmission Plant $17,023,665 $10,649, 159 
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Transmission Rights-of-Ways Account 365.2 - The rights-of-way account's current life is a 

70-year service life. The retirement experience was insufficient to allow statistical analysis of 

either life or salvage. The service life analysis of the transmission mains account (367) 

indicated an overall service life of 65 year with a 86 Iowa-type survivor curve, which is 

recommended for this study. Typically, ROW experience few interim retirements over the 

property's service life which is reflective of a high mode 86 Iowa-type retirement dispersion. 

The 65-year service life, along with the account's surviving investment of average age of 46.5 

years, results in a 65.1-year average service life and a 18. 7-year average remaining life using 

vintage group service life weighting procedures. 

The rights-of-ways investment usually retires with no salvage or experiencing any associated 

cost of removal. A 0% net salvage, the same as the company's current net salvage, is 

recommended. 

Transmission Mains Account 367.1 - The service life analysis indicated high symmetric moded 

retirement dispersions (SS) with a 65 year life indication. The 65-year service life, along with 

the account's surviving investment of average age of 32.8 years, results in a 64.8-year average 

service life and a 32.2-year average remaining life using vintage group service life weighting 

procedures. 

Overall the transmission mains have experienced net salvage of highly negative net salvage (a 

negative 183%), much of this negative net salvage is the result of a single retirement with the 

remaining retirements experience approximately a negative 20% net salvage. The company's 

current net salvage is a negative 20% which is intended to reflect the removal and/or 

abandonment costs which will be _experienced after the plant's current 65-year service life. At 

retirement these mains will experience little salvage and significant removal costs. Most of the 

mains will be abandoned wherein the removal costs will be associated with cutting, purging the 

retiring main of gas and capping the abandoned pipe. The larger abandoned mains will need to 

be filled to prevent them for collapsing in the future as they deteriorate. Those mains being 

removed will experience extremely high removal costs associated with excavation, removal, and 
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disposal of the retiring mains. Net salvage has decreased in recent periods primarily due to low 

general inflation in the economy. The historical and recent experience indicates a continuation of 

the negative 20% net salvage is warranted. 

Transmission Measuring and Regulating Station Equipment Account 369.1 - The M&R Station 

Equipment account's current life is a 40-year service life with a R2.S Iowa-type survivor curve. 

The retirement experience was insufficient to allow statistical analysis of either life or salvage. 

The service life analysis of the transmission mains account (367) indicated an overall service life 

of 6S year with a S6 Iowa-type survivor curve. The M&R Station Equipment usually experience 

a shorter service than the transmission mains associated the M&R station Equipment. A 

SO-year service life is recommended for this study which along with the account's surviving 

investment of average age of 49.2 years, results in a 61.1-year average service life and a 

12.4-year average remaining life using vintage group service life weighting procedures. 

Overall the transmission M&R Station Equipment account has experienced net salvage of highly 

negative net salvage (a negative 299%), much of this negative net salvage is the result of a 

single retirement with the remaining retirements experience approximately a negative 33% net 

salvage. The company's current net salvage is a negative 20% which is intended to reflect the 

removal and/or abandonment costs which will be experienced after the plant's current SO-year 

service life. A negative 10% net salvage is recommended. 

Distribution Plant - Accounts 37 4.2 - 388.1 

The distribution plant accounts include the company's investment primarily related to mains, 

services, and meters. While there are other accounts in the distribution plant category, these 

accounts make up the majority of the company's investment. 
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The Distribution Plant functional group includes the following plant accounts and their related 

investment and reserve balances: 

Account Account Name December 31, 2013 - Plant and Reserve 
Investment Reserved Investment 

374.2 Land Rights $2,024481 $555,373 
375.1 Structures & Improvements 1,457,570 1,259,530 
375.2 Leasehold Improvements 1,219 564 
376.1 Mains 125,838,733 95,299,863 
376.2 Mains-High Pressure 125, 140,041 36,642,755 
376.3 Mains-Polyethylene 110,360,600 26,989,236 
377.1 Compressor Station Equipment 2,000,731 1,147,763 
378.1 Regulator Station Equipment 21,468,661 7,185,579 
380.1 Services 75,986,423 103,363,585 
380.3 Services-Polvethvlene 113,058,770 39,549,158 
381.1 Meters 47,965,227 16,046,526 
382.1 Meter Installations 30,029,637 11,908,944 
383.1 House Regulators 9,222,839 3,577,768 
385.1 Regulator Station Equipment - 8,890,422 3,536,036 

Industrial 
388.1 Asset Retirement Obligation 48,962 39,792 

Total Distribution Plant $674,145,354 $347,062,678 

Distribution Plant Land Rights Account 374.2 - The Company currently utilizes a R2 Iowa-type 

survivor curve with a 60-year service life for this account. This account has not experience 

enough retirements to allow statistical analysis of either service life or salvage. Continued use of 

the current service life and retirement dispersion is recommended for this study. A 60-year 

service life, along with the account's surviving investment of average age of 26.6 years, results in 

a 64.7-year average service life and a 38.7-year average remaining life using vintage group 

service life weighting procedures. 

The Land Right's investment usually retires experiencing no salvage or cost of removal. A 0% 

net salvage, the same as the company's current net salvage, is recommended. 

Distribution Plant Structures and Improvements Account 375.1 - The Company currently utilizes 

a R3 Iowa-type survivor curve with a 40-year service life in its depreciation rate determination. 

This account has not experience enough retirements to allow statistical analysis of either service 
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life or salvage. Considering few retirements have occurred over the last few depreciation 

study cycles, continued use of the 40-year service life is recommended for this study; however, 

the lack of retirements suggest a higher mode R4 Iowa-type survivor curve. A 40-year service 

life with a R4 Iowa-type survivor curve, along with the account's surviving investment of average 

age of 32.7 years, results in a 42.1-year average service life and a 11.1-year average remaining 

life using vintage group service life weighting procedures. 

At retirement, these structures and improvements will experience minimal salvage and some 

removal costs. A negative 5% net salvage is recommended to provide for the removal costs. 

Distribution Plant Leasehold Improvements Account 375.2 - The Company currently utilizes the 

same depreciation parameters for it distribution plant leasehold improvements as its distribution 

structures and improvements those of a R3 Iowa-type survivor curve with a 40-year service life. 

This account' service life was analyzed using the total data band of retirements over the period 

1974 through 2013. The actuarial retirement rate analysis indicated a R2 Iowa-type survivor 

curve with a 26-year service life which is recommended for this study. A 26-year service life 

with a R2 Iowa-type survivor curve, along with the account's surviving investment of average age 

of 33.5 years, results in a 38.1-year average service life and a 4.2-year average remaining life 

using vintage group service life weighting procedures. 

At retirement, these leasehold improvements will experience no salvage or removal costs. A 

0% net salvage is recommended. 

Distribution Plant Mains Account 376.1 - The life analysis of the mains account was performed 

using actuarial retirement rate analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1953-2013 R3-94 

30-year 1984-2013 1953-2013 52-101 

20-year 1994-2013 1953-2013 52-105 

10-year 2004-2013 1953-2013 R4-86 

5-year 2009-2013 1953-2013 L4- 87 
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The life analysis lead to the selection of a R4.0 Iowa-type survivor curve as the best fit. 

Typically, this account experiences a higher mode such as a R4 or RS retirement dispersion, a 

R4.0 Iowa-type survivor curve was used as a median curve selection. The life indications from 

the life analysis ranged from 86-87 years; currently, the company utilizes a 60-year service life 

with a R2 Iowa-type survivor curve. The life analysis suggests a longer life should be 

considered, a R4 Iowa-type survivor curve with a 75-year service life is recommended. A 

75-year service life with a R4 Iowa-type survivor curve, along with the account's surviving 

investment of average age of 28.9 years, results in a 7 4.1-year average service life and a 

47.3-year average remaining life using vintage group service life weighting procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1974-2013 Declining to O"lo Increasing to 133% Decreasing to -133% 

5 year rolling band 1982-2013 Declining to O"lo Increasing to 133% Decreasing to -133% 

Total data 1.1% 67.3% -66.2% 

30-years 1984-2013 1.1% 75.8% -74.7% 

20-years 1994-2014 1.0% 86.9% -85.8% 

10-years 2004-2013 0.0% 108.8% -108.8% 

5-years 2009-2013 0.0% 133.3% -133.3% 

The distribution mains, at retirement will have to either be removed or made safe for 

abandonment. The distribution mains account has experienced negative net salvage over its 

entire history. The net salvage experience over the period 1974 through 2013 has been a 

negative 66.2%; with recent experience (2004 - 2013) of a negative 133%. The company 

currently utilizes a negative 60% net salvage. Recognizing the historical and recent net salvage 

experience, a negative 100% net salvage is recommended. 

1-23 



Distribution Plant Mains-High Pressure Account 376.2 - The life analysis of the high pressure 

mains account was performed using actuarial retirement rate analysis using the following 

retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1975-2013 1953-2013 R2.5-100 

30-year 1984-2013 1953-2013 R2.5 - 100 

20-year 1994-2013 1953-2013 R2.5 - 96 

10-year 2004-2013 1953-2013 S0.5 -113 

5-year 2009-2013 1953-2013 S1 -87 

The life analysis lead to the selection of a R2.5 Iowa-type survivor curve as the best fit. The life 

indications from the life analysis ranged from 87 to 113 years; currently, the company utilizes a 

60-year service life with a R3 Iowa-type survivor curve. The life analysis suggests a longer life 

should be considered, a R4 Iowa-type survivor curve with a 85-year service life is recommended. 

A 85-year service life with a R2.5 Iowa-type survivor curve, along with the account's surviving 

investment of average age of 16.0 years, results in a 77.8-year average service life and a 

70.7-year average remaining life using vintage group service life weighting procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1974-2013 Declining to O"lo Increasing to 24% Decreasing to -24% 

5 year rolling band 1982-2013 Declining to O"lo Increasing to 21% Decreasing to -21% 

Total data 1.1% 16.3% -15.2% 

30-years 1984-2013 0.5% 16.0% -15.5% 

20-years 1994-2014 0.1% 16.6% -16.5% 

10-years 2004-2013 0.0% 18.1% -18.1% 

5-years 2009-2013 0.0% 21.4% -21.4% 

The high pressure distribution mains, at retirement will have to either be removed or made safe 

for abandonment. The distribution mains account has experienced negative net salvage over 

its entire history. The net salvage experience over the period 1974 through 2013 has been a 

negative 15.2%; with recent experience (2004 - 2013) of a negative 21.4%. The company 
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currently utilizes a negative 10% net salvage. Recognizing the historical and recent net salvage 

experience, a negative 23% net salvage is recommended. 

Distribution Plans Mains-Polyethylene Account 376.3 - The life analysis of the plastic distribution 

mains account was performed using actuarial retirement rate analysis using the following 

retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1981-2013 1960-2013 L3-32 

30-year 1985-2013 1960-2013 L3-32 

20-year 1994-2013 1960-2013 L5-32 

10-year 2004-2013 1960-2013 L5-36 

5-year 2009-2013 1960-2013 L5-36 

The life analysis lead to the selection of a L3.0 Iowa-type survivor curve as the best fit. The life 

indications from the life analysis ranged from 32 to 36 years; currently, the company utilizes a 

60-year service life with a R2 Iowa-type survivor curve. The life analysis suggests a shorter life 

should be considered, a L3.0 Iowa-type survivor curve with a 36-year service life is 

recommended. A 36-year service life with a L3.0 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 12.0 years, results in a 35.3-year average 

service life and a 24.6-year average remaining life using vintage group service life weighting 

procedures. 
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( The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1974-2013 0% Increasing to 28% Decreasing to -28% 

5 year rolling band 1982-2013 0% Increasing to 28% Decreasing to -28% 

Total data 0.4% 26.4% -26.1% 

30-years 1984-2013 0.4% 26.4% -26.1% 

20-years 1994-2014 0.4% 26.7% -26.3% 

10-years 2004-2013 0.0% 28.1% -28.1% 

5-years 2009-2013 0.0% 20.9% -20.9% 

The plastic distribution mains, at retirement will have to either be removed or made safe for 

abandonment. The distribution mains account has experienced negative net salvage over its 

entire history. The net salvage experience over the period 1986 through 2013 has been a 

negative 26.1 %; with recent experience (2004 - 2013) of a negative 28.1 %. The company 

currently utilizes a negative 20% net salvage. Recognizing the historical and recent net salvage 

experience, a negative 30% net salvage is recommended. 

Distribution Plant Compressor Station Equipment Account 377.1 - The Distribution Plant's 

Compressor Station Equipment account was established in 2002 subsequent to the company's 

last depreciation study, the Company currently has a 5.00% per year depreciation rate which is 

reflective of approximately a 21-year service life and a negative 5% net salvage. This account 

has not experienced any retirement therefore precluding the statistical analysis of service life and 

net salvage. Based on engineering judgment, a R3 Iowa-type survivor curve with a 35-year 

service life is recommended for this study. A 35-year service life with a R3 Iowa-type survivor 

curve, along with the account's surviving investment of average age of 11.5 years, results in a 

35.5-year average service life and a 24.0-year average remaining life using vintage group 

service life weighting procedures. 

At retirement, the compressor station will experience cost of removal in excess of salvage. A 

negative 5% net salvage is recommended. 
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Distribution Plant Regulating Station Equipment Account 378.1 - The life analysis of the M&R 

station equipment account was performed using actuarial retirement rate analysis using the 

following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1953-2013 L0.5 - 89 

30-year 1984-2013 1953-2013 so- 79 

20-year 1994-2013 1953-2013 S0-78 

10-year 2004-2013 1953-2013 L0.5- 86 

5-year 2009-2013 1953-2013 L0.5-78 

The life analysis lead to the selection of a L 1.0 Iowa-type survivor curve as the best fit. The life 

indications from the life analysis ranged from 78 to 89 years; currently, the company utilizes a 

40-year service life with a R2.5 Iowa-type survivor curve. The life analysis suggests a longer 

life should be considered, a L 1.0 Iowa-type survivor curve with a 60-year service life is 

recommended. A 60-year service life with a L 1.0 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 12.5 years, results in a 59.3-year average 

service life and a 50.4-year average remaining life using vintage group service life weighting 

procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 0% Increasing to 28% Decreasing to -28% 

5 year rolling band 1982-2013 0% Increasing to 28% Decreasing to -28% 

Total data 18.3% 49.6% -31.3% 

30-years 1984-2013 18.9% 50.5% -31.5% 

20-years 1994-2014 21.6% 55.8% -34.2% 

10-years 2004-2013 32.1% 66.2% -34.0% 

5-years 2009-2013 0.0% 73.2% -73.2% 

The M&R station equipment account has experienced negative net salvage over its entire 

history. The net salvage experience over the period 1978 through 2013 has been a negative 

31.3%; with recent experience (2004 - 2013) of a negative 34.1 % and (2009-2013) of a negative 

1-27 



I 

73.2%. The company currently utilizes a negative 20% net salvage. Recognizing the historical 

and recent net salvage experience, a negative 40% net salvage is recommended. 

Distribution Plant Services Account 380.1 - The life analysis of the services account was 

performed using actuarial retirement rate analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1953-2013 R5-56 

30-year 1984-2013 1953-2013 R5-56 

20-year 1994-2013 1953-2013 L5-58 

10-year 2004-2013 1953-2013 S5-57 

5-year 2009-2013 1953-2013 S5-58 

The life analysis lead to the selection of a RS.a Iowa-type survivor curve as the best fit. 

Typically, this account experiences a higher mode such as a R4 or RS retirement dispersion, a 

RS.O Iowa-type survivor curve fits this experience. The life indications from the life analysis 

ranged from S6-S8 years; currently, the company utilizes a 4S-year service life with a RS 

Iowa-type survivor curve. The life analysis suggests a longer life should be considered, a RS 

Iowa-type survivor curve with a S6-year service life is recommended. A S6-year service life with 

a RS Iowa-type survivor curve, along with the account's surviving investment of average age of 

26.6 years, results in a SS.2-year average service life and a 29.7-year average remaining life 

using vintage group service life weighting procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1974-2013 Declining to O"lo Increasing to 220"/o Decreasing to -220"/o 

5 year rolling band 1982-2013 Declining to O"lo Increasing to 220"/o Decreasing to -220"/o 

Total data 14.9% 128.0% -113.1% 

30-years 1984-2013 16.7% 138.0"lo -121.3% 

20-years 1994-2014 20.9% 147.0"lo -126.1% 

10-years 2004-2013 36.1% 198.4% -162.3% 

5-years 2009-2013 O.O"lo 220.0% -220.0"lo 

1-28 



The services account has experienced significant negative net salvage over its entire history. 

This is typical as each service or, at best, a few services are retired individually; thus, resulting in 

high removal costs. The distribution service, at retirement will have to either be removed or 

made safe for abandonment. The net salvage experience over the period 1974 through 2013 

has been a negative 113.1 %; with recent experience (2004 - 2013) of a negative 162.3% and 

(2009-2013) of a negative 220.0%. The company currently utilizes a negative 130% net 

salvage. Recognizing the historical and ~ecent net salvage experience, a negative 160% net 

salvage is recommended. 

Distribution Plant Services Polyethylene Account 380.3 - The life analysis of the services 

polyethylene account was performed using actuarial retirement rate analysis using the following 

retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1981-2013 1961-2013 S5-28 

30-year 1984-2013 1961-2013 S5-28 

20-year 1994-2013 1961-2013 S5-28 

10-year 2004-2013 1961-2013 S5-28 

5-year 2009-2013 1961-2013 S5-28 

The life analysis lead to the selection of a SS.O Iowa-type survivor curve as the best fit. 

Typically, this account experiences a high mode dispersion, a 84.0 Iowa-type survivor curve fits 

this experience. The life indications from the life analysis ranged from 28 years; currently, the 

company utilizes a 45-year service life with a RS Iowa-type survivor curve. The life analysis 

suggests a shorter life should be considered, a S4 Iowa-type survivor curve with a 35-year 

service life is recommended. A 35-year service life with a S4 Iowa-type survivor curve, along 

with the account's surviving investment of average age of 10.4 years, results in a 33. 7-year 

average service life and a 24.5-year average remaining life using vintage group service life 

weighting procedures. 
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The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1974-2013 0% Increasing to 40% Decreasing to -40% 

5 year rolling band 1982-2013 0% Increasing to 40% Decreasing to -40% 

Total data -0.1% 39.8% -39.9% 

30-years 1984-2013 -0.1% 39.8% -39.9% 

20-years 1994-2014 -0.1% 39.6% -36.7% 

10-years 2004-2013 0.0% 31.3% -31.3% 

5-years 2009-2013 0.0% 26.5% -26.5% 

The services account has experienced significant negative net salvage over its entire history. 

This is typical as each service or, at best, a few services are retired individually; thus, resulting in 

high removal costs. The distribution service, at retirement will have to either be removed or 

made safe for abandonment. The net salvage experience over the period 1974 through 2013 

has been a negative 39.9%; with recent experience (2004 - 2013) of a negative 31.3% and 

(2009-2013) of a negative 26.5%. The company currently utilizes a negative 50% net salvage. 

Recognizing the historical and recent net salvage experience, a negative 30% net salvage is 

recommended. 

Distribution Plant Meters Account 381.1 - The life analysis of the meters account was performed 

using actuarial retirement rate analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1954-2013 S2-42 

30-year 1984-2013 1954-2013 S2-43 

20-year 1994-2013 1954-2013 S3-44 

10-year 2004-2013 1954-2013 L3-45 

5-year 2009-2013 1954-2013 L3-42 

The life analysis lead to the selection of a medium 82.0 Iowa-type survivor curve as the best fit. 

The life indications from the life analysis ranged from 42 to 45 years; currently, the company 

utilizes a 33-year service life with a RS Iowa-type survivor curve. The life analysis suggests a 

longer life should be considered, a 82 Iowa-type survivor curve with a 42-year service life is 
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recommended. A 42-year service life with a 82 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 14.1 years, results in a 37.0-year average 

service life and a 29.3-year average remaining life using vintage group service life weighting 

procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978·2013 Declining to 0.0% 0.0% 0.0% 

5 year rolling band 1982-2013 Declining to 0.0% 0.0% 0.0% 

Total data 11.3% 0.5% 10.8% 

30-years 1984-2013 9.4% 0.4% 8.9% 

20-years 1994-2014 8.4% 0.6% 7.8% 

10-years 2004-2013 0.0% 0.0% 0.0% 

5-years 2009-2013 0.0% 0.0% 0.0% 

Historically, the gross salvage was positive 1978 to 2000 since then it has been 0%; while cost of 

removal has been 0% over the entire salvage analysis. The net salvage experience over the 

period 1974 through 2013 has been 10.8%; with recent experience (2004 - 2013) of 0.0% and 

(2009-2013) of 0.0%. The company currently utilizes a positive 15% net salvage. 

Recognizing the historical and recent net salvage experience, a 0.0% net salvage is 

recommended. 

Distribution Plant Meter Installations Account 382.1 - The life analysis of the meter installations 

account was performed using actuarial retirement rate analysis using the following retirement 

bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1953-2013 LO -102 

30-year 1984-2013 1953-2013 LO - 105 

20-year 1994-2013 1953-2013 R2-77 

10-year 2004-2013 1953-2013 R3-78 

5-year 2009-2013 1953-2013 L3-90 
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The life analysis lead to the selection of a R3.0 Iowa-type survivor curve as the best fit. 

Typically, this account experiences a medium mode dispersion, a R3.0 Iowa-type survivor curve 

fits this experience. The life indications from the life analysis ranged from 77 to 105 years; 

currently, the company utilizes a 40-year service life with a R1 .5 Iowa-type survivor curve. The 

life analysis suggests a longer life should be considered, a R3 Iowa-type survivor curve with a 

55-year service life is recommended. A 55-year service life with a R3 Iowa-type survivor curve, 

along with the account's surviving investment of average age of 15.6 years, results in a 52.4-year 

average service life and a 40.4-year average remaining life using vintage group service life 

weighting procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 Declining to 0% Increasing to 30 to 60% Decreasing to -60% 

5 year rolling band 1982-2013 Declining to 0% Increasing to 20 to 40% Decreasing to -40% 

Total data 3.6% 21.9% -18.9% 

30-years 1984-2013 2.5% 16.8% -14.3% 

20-years 1994-2014 1.3% 18.0% -16.6% 

10-years 2004-2013 0.0% 23.2% -23.2% 

5-years 2009-2013 0.0% 38.2% -38.2% 

The meters installations account has experienced negative net salvage over its entire history. 

The net salvage experience over the period 1978 through 2013 has been a negative 18.3%; with 

recent experience (2004 - 2013) of a negative 23.2% and (2009-2013) of a negative 38.2%. 

The company currently utilizes a negative 10% net salvage. Recognizing the historical and 

recent net salvage experience, a negative 15% net salvage is recommended. 
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c Distribution Plant House Regulators Account 383.1 - The life analysis of the regulator account 

was performed using actuarial retirement rate analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1962-2013 R4-44 

30-year 1984-2013 1962-2013 R3-43 

20-year 1994-2013 1962-2013 R3-43 

10-year 2004-2013 1962-2013 R2.5-46 

5-year 2009-2013 1962-2013 04-64 

The life analysis lead to the selection of a R3.0 Iowa-type survivor curve as the best fit. 

Typically, this account experiences a medium mode dispersion, a R3.0 Iowa-type survivor curve 

fits this experience. The life indications from the life analysis ranged from 43 to 46 years; 

currently, the company utilizes a 45-year service life with a RS Iowa-type survivor curve. The 

life analysis suggests a shorter life should be considered, a R3 Iowa-type survivor curve with a 

42-year service life is recommended. A 42-year service life with a R3 Iowa-type survivor curve, 

along with the account's surviving investment of average age of 17.7 years, results in a 39.6-year 

average service life and a 26.2-year average remaining life using vintage group service life 

weighting procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 Declining to 0% 0% Decreasing to 0% 

5 year rolling band 1982-2013 Declining to 0% 0% Decreasing to 0% 

Total data 3.6% 21.9% -18.9% 

30-years 1984-2013 2.5% 16.8% -14.3% 

20-years 1994-2014 1.3% 18.0% -16.6% 

10-years 2004-2013 0.0% 23.2% -23.2% 

5-years 2009-2013 0.0% 38.2% -38.2% 

The regulators account has experienced positive net salvage in the past but has declined to 0% 

net salvage for the last twenty years. The company currently utilizes a 5% net salvage. 
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Recognizing the historical and recent net salvage experience, a 0% net salvage is 

recommended. 

Distribution Plant Industrial Meters and Regulating Equipment Account 385.1 -- The life 

analysis of the industrial metering and regulating equipment account was performed using 

actuarial retirement rate analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1961-2013 R1.5 -48 

30-year 1984-2013 1961-2013 R1 -49 

20-year 1994-2013 1961-2013 R2-50 

10-year 2004-2013 1961-2013 S0.5 -105 

5-year 2009-2013 1961-2013 S0.5-136 

The life analysis lead to the selection of a low mode R2.0 Iowa-type survivor curve as the best fit. 

The life indications from the life analysis ranged from 48 to 50 years; with recent band not having 

experienced sufficient retirement for reliable statistical analysis. Currently the company utilizes 

a 28-year service life with a R1 .5 Iowa-type survivor curve. The life analysis suggests a longer 

life should be considered, a R2 Iowa-type survivor curve with a 38-year service life is 

recommended. A 38-year service life with a R2 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 12.3 years, results in a 35.8-year average 

service life and a 27 .6-year average remaining life using vintage group service life weighting 

procedures. 
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The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 0% Increasing to 5 to 6% Decreasing to -5% 

5 year rolling band 1982-2013 0% Increasing to 5 to 6% Decreasing to -5% 

Total data 12.1% 2.9% 9.2% 

30-years 1984-2013 12.1% 2.9% 9.2% 

20-years 1994-2014 20.1% 2.5% 17.6% 

10-years 2004-2013 1.6% 2.8% -1.2% 

5-years 2009-2013 6.4% 17.2% -10.7% 

The industrial metering and regulators equipment account has experienced positive net salvage 

in the past but has declined to a negative 1.2% for the last ten years and a negative 10. 7% net 

salvage for the last five years. The company currently utilizes a 0% net salvage. Recognizing 

the historical and recent net salvage experience, a negative 10% net salvage is recommended. 

Distribution Plant Asset Retirement Obligation (ARO) Account 388.1 - The Distribution Plant's 

Asset Retirement Obligation account was established in 2009 subsequent to the company's last 

depreciation study, the Company currently has a 3.05% per year depreciation rate which is 

reflective of approximately a 32.8-year service life and a 0% net salvage. This account has not 

experienced any retirement therefore precluding the statistical analysis of service life and net 

salvage. The Company proposes to keep the 5.00% rate in place. As an alternative, based on 

engineering judgment, a R2 Iowa-type survivor curve with a 38-year service life is recommended 

for this study. A 38-year service life with a R2 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 21.1 years, results in a 30.0-year average 

service life and a 20.7-year average remaining life using vintage group service life weighting 

procedures. 

A negative 0% net salvage is recommended. 
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General Plant - Accounts 390.1 - 398.1 

The General Plant functional group includes the following plant accounts: 

Account Account Name December 31, 2013 Plant and Reserve 
Investment Reserved Investment 

390.1 Structures & Improvements $17,480,754 $10,720,055 
390.2 Leasehold Improvements 16,808 32,657 
391.1 Computer Systems 92,213 86,365 
391.2 Computer Hardware 3,306,327 3,303,327 
391.3 Data Communications Equipment 1,742,736 16,594 
391.4 Office Equipment 390,712 -240,421 
391.5 Office Furniture & Fixtures 1,623,532 -116, 110 
392.1 Transportation 476,107 223,385 

Equipment-Trailers 
392.2 Transportation Equipment 11,218,709 3,815,356 
393.1 Stores Equipment 55,775 4,236 
394.1 Tools, Shop, & Garage 5,672,068 1,650,158 

Equipment 
394.2 CNG Equipment 127,445 113, 108 
395.1 Laboratory Equipment 138,043 58,603 
396.1 Power Operated 464,441 177,196 

Equipment-Trailers 
396.2 Power Operated Equipment 2,452,121 294,109 
397.1 Communications 328,232 166,411 

Equipment-Base Station 
397.2 Communications 3,489,559 3,443,101 

Equipment-Tele-meterinq 
397.3 Communications 799,129 227,099 

Equipment-Telex & Telephone 
397.4 Communications 615,452 -1,293 

Equipment-Mobile 
398.1 Miscellaneous Equipment 38,881 -17,908 

Total Depreciable General Plant $50,529,045 $23,959,026 

(_ 
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General Plant Structures and Improvements Account 390.1 - The life analysis of the general 

plant structures and improvements account was performed using actuarial retirement rate 

analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1953-2013 L 1.5 - 35 

30-year 1984-2013 1953-2013 L 1.5 -35 

20-year 1994-2013 1953-2013 S0.5 -30 

10-year 2004-2013 1953-2013 02-21 

5-year 2009-2013 1953-2013 02-10 

In the life analyses detailed above all retirement bands were affected by the large retirement in 

2010 of $7,716,336 representing the sale of Cascades' general office building in Seattle, 

Washington when it moved its headquarters to Kennewick, Washington. Addition bands ending 

in 2009 were performed in order to determine the sensitivity of the overall life analysis to this 

single retirement. The following table details the results of these addition retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data to 2009 1974-2009 1953-2013 L 1 - 89 

26-year to 2009 1984-2009 1953-2013 L 1 - 92 

The life analysis lead to the selection of a medium mode L 1.5 Iowa-type survivor curve as the 

best fit. The life indications from the life analysis ranged from 30 to 35 years; with recent bands 

not reliable for statistical analysis. Currently the company utilizes a 45-year service life with a 

R3 Iowa-type survivor curve. The life analysis suggests continued use of the current 

depreciation parameters is warranted; therefore, a R3 Iowa-type survivor curve with a 45-year 

service life is recommended. A 45-year service life with a R3 Iowa-type survivor curve, along 

with the account's surviving investment of average age of 13.9 years, results in a 37.0-year 
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average service life and a 31.3-year average remaining life using vintage group service life 

weighting procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 Sporadic but Positive Mostly 0% Sporadic but Positive 

5 year rolling band 1982-2013 Sporadic but Positive Mostly0% Sporadic but Positive 

Total data 96.0% 2.0% 94.0% 

30-years 1984-2013 96.3% 2.0% 94.3% 

20-years 1994-2014 96.9% 0.8% 96.1% 

10-years 2004-2013 97.9% 0.8% 97.1% 

5-years 2009-2013 106.4% 0.9% 105.5% 

The historical salvage and cost of removal data were also affected by the 201 O retirement, the 

following table removes the 201 O retirement out of the banded data: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Total data 62.3% 12.2% 50.1% 

30-years 1984-2013 59.9% 14.0% 45.9% 

20-years 1994-2014 60.9% 2.3% 58.6% 

10-years 2004-2013 68.7% 2.1% 66.5% 

5-years 2009-2013 No retirements No retirements No retirements 

The structures and improvements account has experienced positive net salvage in the past with 

or without the 2010 retirement included. The company currently utilizes a negative 5% net 

salvage. Recognizing the historical and recent net salvage experience, a 0% net salvage is 

recommended. 

General Plant Leasehold Improvements Account 390.2 - A review of the depreciation charges 

related to the General Plant's Leasehold improvement account reveal no depreciation expense 

has been taken as far back as 2002; based on this fact the current depreciation rate was 

assumed to be 0% per year. Generally, leasehold improvement might utilize the same 

depreciation parameters as account 390.1 structures and improvements for which the Company 
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currently has a R3 Iowa curve with a 45 year service and a negative 5% net salvage resulting in 

a 1.95% per ASL depreciation rate. 

The life analysis of the general plant's leasehold improvement account was performed using 

actuarial retirement rate analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

No T-Cut 

Total Data 1974-2013 1953-2013 04-70 

30-year 1984-2013 1953-2013 04 - 101 

20-year 1994-2013 1953-2013 04-73 

T-Cut age 20 years 

Total Data 1974-2013 1953-2013 L2-21 

30-year 1984-2013 1953-2013 51 - 23 

20-year 1994-2013 1953-2013 L 1 - 21 

All the retirement bands the observed life tables hung up after an age of 20 years resulting in 

unrealistic 04 Iowa-type survivor curve.s with exceeding long life indications. The life analyses 

were rerun with a T-cut of 20 years meaning the statistical curve fitting was conducted over the 

retirement exposures from age 0.0 years to age 20 years. This second life analyses lead to the 

selection of a low mode S1 Iowa-type survivor curve as the best fit. The life indications from the 

life analysis ranged from 21 to 23 years which is more realistic for leasehold improvements; 

however a 23-year life produces a extremely short remaining life of 1. 7 years. A S 1 Iowa-type 

survivor curve with a 30-year service life is appropriate. A 30-year service life with a S1 

Iowa-type survivor curve, along with the account's surviving investment of average age of 43.8 

years, results in a 25.9-year average service life and a 5.5-year average remaining life using 

vintage group service life weighting procedures. 
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The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 0% 0% 0% 

5 year rolling band 1982-2013 0% 0% 0% 

Total data 0.1% 0% 0.1% 

30-years 1984-2013 0.1% 0% 0.1% 

20-years 1994-2014 0% 0% 0% 

10-years 2004-2013 0% 0% 0% 

5-years 2009-2013 0% 0% 0% 

The leasehold improvement account has experienced 0% net salvage over its entire history. 

Recognizing the historical and recent net salvage experience, a 0% net salvage is 

recommended. 

General Plant Office Furniture and Equipment - Computer Systems Account 391.1 - The life 

analysis of the computer equipment account was performed using actuarial retirement rate 

analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1975-2013 1967-2013 L1 -8 

30-year 1984-2013 1967-2013 L 1 - 8 

20-year 1994-2013 1967-2013 02-8 

10-year 2004-2013 1967-2013 L2 -12 

5-year 2009-2013 1967-2013 L3-93 

The life analysis lead to the selection of a low mode L 1 Iowa-type survivor curve as the best fit. 

The life indications from the life analysis ranged from 8 to 12 years; with recent band (209-2013) 

not having experienced sufficient retirement for reliable statistical analysis. Currently the 

company utilizes a 7-year service life with a SO Iowa-type survivor curve. The life analysis 

suggests a similar life should be considered, a L 1 Iowa-type survivor curve with a 8-year service 

life is recommended. A 8-year service life with a L 1 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 6.5 years, results in a 10.7-year average 
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service life and a 4.3-year average remaining life using vintage group service life weighting 

procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 0% 0% 0% 

5 year rolling band 1982-2013 0% 0% 0% 

Total data 6.0% 0.0% 5.9% 

30-years 1984-2013 6.1% 0.0% 6.1% 

20-years 1994-2014 10.5% 0.0% 10.5% 

10-years 2004-2013 35.5% 0.0% 35.5% 

5-years 2009-2013 0.0% 0.0% 0.0% 

The computer equipment account has experienced sporadic positive net salvage using the 

overall band (1978-2013) a 6% net salvage was indicated. The company currently utilizes a 0% 

net salvage. Recognizing the historical and recent net salvage experience a 6% net salvage is 

recommended. 

General Plant Office Furniture and Equipment - Computer Software Account 391.2 - In 201 O 

company's investment in its software assets have be capitalized in the intangible plant functional 

group in account 303 Software. Historically, the company's software was accounted for in 

account 391.2 Computer-software; which has become fully recovered and its depreciation has 

been stopped. All future software additions will be capitalized into the intangible software 

account. The following life and salvage analysis was used in reviewing the depreciation 

parameters for account 303 computer software. 
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c The life analysis of the computer software account was performed using actuarial retirement rate 

analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1979-2013 1978-2013 L3-9 

30-year 1984-2013 1978-2013 L3-9 

20-year 1994-2013 1978-2013 L3-9 

10-year 2004-2013 1978-2013 L4-8 

5-year 2009-2013 1978-2013 S6-6 

The life analysis lead to the selection of a low mode L3 Iowa-type survivor curve as the best fit. 

The life indications from the life analysis ranged from 6 to 9 years. Currently the company 

utilizes a 7-year service life with a SO Iowa-type survivor curve. The life analysis suggests a 

similar life should be considered, a S-.5 Iowa-type survivor curve with a 6-year service life is 

recommended. A 8-year service life with a L3 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 6.0 years, results in a 7.5-year average service 

life and a 3.5-year average remaining life using vintage group service life weighting procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 0% 0% 0% 

5 year rolling band 1982-2013 0% 0% 0% 

Total data 0% 0% 0% 

30-years 1984-2013 0% 0% 0% 

20-years 1994-2014 0% 0% 0% 

10-years 2004-2013 0% 0% 0% 

5-years 2009-2013 0.0% 0.0% 0.0% 

The computer software account has experienced 0% net salvage for all years. The company 

currently utilizes a 0% net salvage. Recognizing the historical and recent net salvage 

experience a 0% net salvage is recommended. 
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( General Plant Office Furniture and Equipment - Data Communications Equipment Account 

391.3 - The life analysis of the data communications equipment account was performed using 

actuarial retirement rate analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1981-2013 1981-2013 S6-7 

30-year 1984-2013 1981-2013 S6-7 

20-year 1994-2013 1981-2013 S6-7 

10-year 2004-2013 1981-2013 L5-9 

5-year 2009-2013 1981-2013 S6-7 

The life analysis lead to the selection of a high mode SS Iowa-type survivor curve as the best fit. 

The life indications from the life analysis ranged from 7 to 9 years. Currently the company 

utilizes a 7-year service life with a SO Iowa-type survivor curve. The life analysis suggests a 

similar life should be considered, a SS Iowa-type survivor curve with a 7-year service life is 

recommended. A 7-year service life with a SS Iowa-type survivor curve, along with the 

account's surviving investment of average age of 5.0 years, results in a 4.9-year average service 

life and a 2.S-year average remaining life using vintage group service life weighting procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 Declining to 0% Declining to 0% Declining to 0% 

5 year rolling band 1982-2013 Declining to 0% Declining to 0% Declining to 0% 

Total data 0.4% 0.0% 0.4 

30-years 1984-2013 0.4% 0.0% 0.4% 

20-years 1994-2014 0.0% 0.0% 0.0% 

10-years 2004-2013 0.0% 0.0% 0.0% 

5-years 2009-2013 0.0% 0.0% 0.0% 

The data communications equipment account has experienced sporadic positive net salvage 

using the overall band (1978-2013) a 0.4% net salvage indicated; recent experience (1994-2013) 

has been 0% net salvage. The company currently utilizes a 5% net salvage. Recognizing the 

historical and recent net salvage experience a 0% net salvage is recommended. 
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General Plant Office Furniture and Equipment - Office Equipment Account 391.4 - The life 

analysis of the office equipment account was performed using actuarial retirement rate analysis 

using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1985-2013 1957-2013 S0.5-15 

20-year 1994-2013 1957-2013 R1.5-14 

10-year 2004-2013 1957-2013 R0.5 -12 

5-year 2009-2013 1957-2013 S0.5 -7 

The life analysis lead to the selection of a low mode R1 Iowa-type survivor curve as the best fit. 

The life indications from the life analysis ranged from 12 to 15 years. Currently the company 

utilizes a 20-year service life with a L2 Iowa-type survivor curve. The life analysis suggests a 

shorter life should be considered, a R1 Iowa-type survivor curve with a 15-year service life is 

recommended. A 15-year service life with a R1 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 7 .6 years, results in a 11.3-year average 

service life and a 9.3-year average remaining life using vintage group service life weighting 

procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 Declining to 0% Declining to O"lo Declining to 0% 

5 year rolling band 1982-2013 Declining to O"lo Declining to O"lo Declining to O"lo 

Total data 2.4% 0.0% 2.4% 

30-years 1984-2013 2.4% 0.0% 2.4% 

20-years 1994-2014 1.0% 0.0% 1.0% 

10-years 2004-2013 0.2% 0.0% 0.2% 

5-years 2009-2013 0.0% 0.0% 0.0% 
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The office equipment account has experienced sporadic positive net salvage using the overall 

band (1984-2013) a 2.4% net salvage indicated; recent experience (1994-2013) has been 0% 

net salvage. The company currently utilizes a 10% net salvage. Recognizing the historical 

and recent net salvage experience a 0% net salvage is recommended. 

General Plant Office Furniture and Equipment - Office Furniture and Fixtures Account 391.5 -

The life analysis of the office furniture and fixtures account was performed using actuarial 

retirement rate analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1953-2013 R1 -25 

30-year 1984-2013 1953-2013 R1 -25 

20-year 1994-2013 1953-2013 01 -21 

10-year 2004-2013 1953-2013 01 -18 

5-year 2009-2013 1953-2013 01 -13 

The life analysis lead to the selection of a low mode R1 Iowa-type survivor curve as the best fit. 

The life indications from the life analysis ranged from 13 to 25 years. Currently the company 

utilizes a 30-year service life with a R4 Iowa-type survivor curve. The life analysis suggests a 

shorter life should be considered, a R1 Iowa-type survivor curve with a 25-year service life is 

recommended. A 25-year service life with a R1 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 4.4 years, results in a 22.9-year average 

service life and a 21.5-year average remaining life using vintage group service life weighting 

procedures. 
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The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 Declining to O"lo Declining to O"/o Declining to O"/o 

5 year rolling band 1982-2013 Declining to O"/o Declining to O"/o Declining to 0% 

Total data 1.3% 0.0% 1.3% 

30-years 1984-2013 0.2% 0.0% 0.2% 

20-years 1994-2014 0.0% 0.0% 0.0"/o 

10-years 2004-2013 0.0% 0.0% 0.0"/o 

5-years 2009-2013 0.0% 0.0% 0.0% 

The office furniture and fixtures account has experienced sporadic positive net salvage using the 

overall band (1984-2013) a 1.3% net salvage indicated; recent experience (1994-2013) has been 

0% net salvage. The company currently utilizes a 10% net salvage. Recognizing the historical 

and recent net salvage experience a 0% net salvage is recommended. 

General Plant Transportation Equipment - Trailers Account 392.1 ~ The transportation 

equipment trailer account was segregated from the overall transportation account in 2009; 

therefore the life analysis was performed using actuarial retirement rate analysis using the only a 

2009 -2013 retirement band: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

5-year 2009-2013 1960-2013 L3-24 

The life analysis lead to the selection of a medium mode L3 Iowa-type survivor curve as the best 

fit. The life indications from the life analysis in the 24 years range. Currently the company 

utilizes a 9-year service life with a L2 Iowa-type survivor curve which is the life established in the 

last depreciation for the entire transportation account. Typically trailers last quite a bit longer 

than the transportation equipment as the life analysis suggest. The life analysis suggests a 

shorter life should be considered, a L3 Iowa-type survivor curve with a 24-year service life is 

recommended. A 24-year service life with a L3 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 9.9 years, results in a 23.5-year average 
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service life and a 15.9-year average remaining life using vintage group service life weighting 

procedures. 

Similar to the life analysis, the salvage and cost of removal were analyzed using the 2009-2013 

band: 

Band I Retirement Years I Gross Salvage Cost of Remove Net Salvage 

5-years I 2009-2013 I 3.2% 0.0% 3.2% 

The transportation equipment trailers account has experienced positive net salvage using the 

overall band (2009-2013) a 3.2% net salvage indicated. The company currently utilizes a 20% 

net salvage which is for the overall transportation equipment account. Recognizing the 

historical and recent net salvage experience a 3% net salvage is recommended. 

General Plant Transportation Equipment - Transportation Equipment Account 392.2 - The life 

analysis of the transportation equipment account was performed using actuarial retirement rate 

analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1956-2013 L 1 -11 

30-year 1984-2013 1956-2013 L 1 -11 

20-year 1994-2013 1956-2013 L0.5 -12 

10-year 2004-2013 1956-2013 L 1 -13 

5-year 2009-2013 1956-2013 LO -14 

The life analysis lead to the selection of a low mode L 1 Iowa-type survivor curve as the best fit. 

The life indications from the life analysis ranged from 11 to 14 years. Currently the company 

utilizes a 9-year service life with a L2 Iowa-type survivor curve. The life analysis suggests a 

longer life should be considered, a L 1 Iowa-type survivor curve with a 11-year service life is 

recommended. A 11-year service life with a L 1 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 5.2 years, results in a 10.2 -year average 
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service life and a 7.8-year average remaining life using vintage group service life weighting 

procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978·2013 15% to 30% 0% Declining to 0% 

5 year rolling band 1982·2013 15% to 30% 0% Declining to 0% 

Total data 18.7% 0.0% 18.7% 

30-years 1984·2013 17.7% 0.0% 17.7% 

20·years 1994-2014 15.1% 0.0% 15.1% 

10-years 2004·2013 11.6% 0.1% 11.5% 

5-years 2009·2013 19.1% 0.1% 19.0% 

The transportation equipment account has experienced positive net salvage from 1978 to 2000, 

then 0% net salvage over the period 2001 to 2008, finally returning to positive net salvage 

subsequent to 2008. Using the overall band (1978-2013) a 18.73% net salvage indicated; 

recent experience (2009-2013) has been 19.1 % net salvage. The company currently utilizes a 

20% net salvage. Recognizing the historical and recent net salvage experience a 15% net 

salvage is recommended. 

General Plant - Stores Equipment Account 393.1 - The life analysis of the stores equipment 

account was performed using actuarial retirement rate analysis using the following retirement 

bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974·2013 1953·2013 S6 ·33 

30-year 1984·2013 1953·2013 S6 ·33 

20-year 1994·2013 1953·2013 RS ·32 

Insufficient 

10·year 2004-2013 1953·2013 Retirements for 

Analysis 

Insufficient 

5-year 2009-2013 1953·2013 Retirements for 

Analysis 
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The life analysis lead to the selection of a low mode 86 Iowa-type survivor curve as the best fit. 

The life indications from the life analysis ranged from 32 to 33 years. Currently the company 

utilizes a 30-year service life with a R2 Iowa-type survivor curve. The life analysis suggests a 

similar life should be considered, a 86 Iowa-type survivor curve with a 33-year service life is 

recommended. A 33-year service life with a 86 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 15.7 years, results in a 27.5-year average 

service life and a 17.3-year average remaining life using vintage group service life weighting 

procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 Highly Positive 0% Highly Positive 

5 year rolling band 1982-2013 Highly Positive 0% Highly Positive 

Total data 1,586.2% 0.0% 1,586.2% 

30-years 1984-2013 1,588.3% 0.0% 1,588.3% 

20-years 1994-2014 1,588.3% 0.0% 1,588.3% 

10-years 2004-2013 3,583.2% 0.0% 3,583.2% 

5-years 2009-2013 0.0% 0.0% 0.0% 

The stores equipment account has experienced highly positive net salvage over its entire history. 

The company currently utilizes a 0% net salvage. Recognizing the historical and recent net 

salvage experience a 0% net salvage is recommended. 
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c General Plant - Tools. Shop. and Garage Equipment Account 394.1 - The life analysis of the 

tools, shop, and garage equipment account was performed using actuarial retirement rate 

analysis using the following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1953-2013 86-31 

30-year 1984-2013 1953-2013 86-31 

20-year 1994-2013 1953-2013 86-31 

10-year 2004-2013 1953-2013 86-31 

5-year 2009-2013 1953-2013 86-31 

The life analysis lead to the selection of a low mode SS Iowa-type survivor curve as the best fit. 

The life indications from the life analysis were 31 years. Currently the company utilizes a 

30-year service life with a R2 Iowa-type survivor curve. The life analysis suggests a similar life 

should be considered, a SS Iowa-type survivor curve with a 31-year service life is recommended. 

A 31-year service life with a SS Iowa-type survivor curve, along with the account's surviving 

investment of average age of 10.9 years, results in a 29.3-year average service life and a 

19.9-year average remaining life using vintage group service life weighting procedures. 

The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 Declining to 0% Declining to 0% Declining to 0% 

5 year rolling band 1982-2013 Declining to 0% Declining to 0% Declining to 0% 

Total data 2.3% 7.9% -5.6% 

30-years 1984-2013 2.2% 8.1% -6.0% 

20-years 1994-2014 0.8% 0.6% -0.0% 

10-years 2004-2013 0.0% 0.9% -0.9% 

5-years 2009-2013 0.0% 1.2% -1.2% 

The tools, shop, and garage equipment account has experience a negative S% net salvage 

based on the overall band with that net salvage becoming near 0% in recent periods. The 

company currently utilizes a negative 5% net salvage. Recognizing the historical and recent net 

salvage experience a 0% net salvage is recommended. 
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General Plant - Compressed Natural Gas (CNG) Equipment Account 394.2 - There were 

insufficient retirements to allow the statistical analysis of the CNG equipment account's service 

life. 

Currently the company utilizes a 30-year service life with a R2 Iowa-type survivor curve. A 

31-year service life with a R4 Iowa-type survivor curve, along with the account's surviving 

investment of average age of 28.3 years, results in a 28.3-year average service life and a 

6.1-year average remaining life using vintage group service life weighting procedures. 

The CNG accounts net salvage was based on judgment. The company currently utilizes a S% 

net salvage. Recognizing the historical and recent net salvage experience a 0% net salvage is 

recommended. 

General Plant - Laboratory Equipment Account 39S.1 - The life analysis of the laboratory 

equipment account was performed using actuarial retirement rate analysis using the following 

retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1953-2007 R6-25 

The life analysis lead to the selection of a low mode RS Iowa-type survivor curve as the best fit. 

The life indications from the life analysis were 2S years. Currently the company utilizes a 

2S-year service life with a R2 Iowa-type survivor curve. The life analysis suggests a similar life 

should be considered, a 86 Iowa-type survivor curve with a 2S-year service life is recommended. 

A 2S-year service life with a RS Iowa-type survivor curve, along with the account's surviving 

investment of average age of 12.9 years, results in a 2S.1-year average service life and a 

12.S-year average remaining life using vintage group service life weighting procedures. 
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The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 0% 0% 0% 

5 year rolling band 1982-2013 0% 0% 0% 

Total data 0% ·0% 0% 

30-years 1984-2013 0% 0% 0% 

20-years 1994-2014 0% 0% 0% 

10-years 2004-2013 0% 0% 0% 

5-years 2009-2013 0% 0% 0% 

The laboratory equipment account has experienced 0% net salvage over the entire analysis 

period. The company currently utilizes a 0% net salvage. Recognizing the historical and 

recent net salvage experience a 0% net salvage is recommended. 

General Plant Power Operated Equipment - Trailers Account 396.1 - The power operated 

equipment trailer account was segregated from the overall power operated equipment account in 

2009; therefore the life analysis was performed using actuarial retirement rate analysis using the 

only a 2009 -2013 retirement band: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

5-year 2009-2013 1981-2013 L2 -16 

The life analysis lead to the selection of a medium mode L2 Iowa-type survivor curve as the best 

fit. The life indications from the life analysis in the 16 years range. Currently the company 

utilizes a 16-year service life with a L3 Iowa-type survivor curve which is the life established in 

the last depreciation for the entire power operated equipment account. Typically trailers last 

quite a bit longer than the power operated equipment as the life analysis suggest. The life 

analysis suggests a longer life should be considered, a L2 Iowa-type survivor curve with a 

17-year service life is recommended. A 17-year service life with a L2 Iowa-type survivor curve, 

along with the account's surviving investment of average age of 9.9 years, results in a 19.3-year 

average service life and a 11.8-year average remaining life using vintage group service life 

weighting procedures. 
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Similar to the life analysis, the salvage and cost of removal were analyzed using the 2009-2013 

band: 

Band Retirement Years I Gross Salvage I Cost of Remove I Net Salvage 

5-years 2009-2013 I 11 .5% I 0.0% I 11 .5% 

The power operated equipment trailers account has experienced positive net salvage using the 

overall band (2009-2013) a 11.5% net salvage indicated. The company currently utilizes a 35% 

net salvage which is for the overall power operated equipment account. Recognizing the 

historical and recent net salvage experience a 25% net salvage is recommended. 

General Plant - Power Operated Equipment Account 396.2 - The life analysis of the power 

operated equipment account was performed using actuarial retirement rate analysis using the 

following retirement bands: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

Total Data 1974-2013 1953-2013 LO -15 

30-year 1984-2013 1953-2013 L0 -14 

20-year 1994-2013 1953-2013 L0-14 

10-year 2004-2013 1953-2013 LO -11 

5-year 2009-2013 1953-2013 L0-4 

The life analysis lead to the selection of a low mode LO Iowa-type survivor curve as the best fit. 

The life indications from the life analysis were in the 11 to 15 years. Currently the company 

utilizes a 16-year service life with a LO Iowa-type survivor curve. The life analysis suggests a 

similar life should be considered, a L 1.5 Iowa-type survivor curve with a 15-year service life is 

recommended. A 15-year service life with a L 1.5 Iowa-type survivor curve, along with the 

account's surviving investment of average age of 6.4 years, results in a 8.8-year average service 

life and a 11.2-year average remaining life using vintage group service life weighting procedures. 
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c The salvage and cost of removal were analyzed using the following bands: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Annually 1978-2013 Variable 0% Variable 

5 year rolling band 1982-2013 Variable 0% Variable 

Total data 68.3% 0.0% 68.3% 

30-years 1984-2013 69.6% 0.0% 69.6% 

20-years 1994-2014 75.4% 0.0% 75.4% 

10-years 2004-2013 78.0% 0.0% 78.0% 

5-years 2009-2013 63.9% 0.0% 63.9% 

The power operated equipment account has experience a positive net salvage based on the 

overall band with that net salvage near 64% in recent periods. The company currently utilizes a 

35% net salvage. Recognizing the historical and recent net salvage experience a 25% net 

salvage is recommended. 

General Plant - Communications Equipment - Base Station Equipment Account 397.1 - There 

were too few retirement to allow statistical analysis of service life of the communication 

equipment - base station equipment account. Currently the company utilizes a 25-year service 

life with a R1 .5 Iowa-type survivor curve. A R2.0 Iowa-type survivor curve with a 20-year 

service life is recommended. A 20-year service life with a R2.0 Iowa-type survivor curve, along 

with the account's surviving investment of average age of 15.5 years, results in a 23.4-year 

average service life and a 12.3-year average remaining life using vintage group service life 

weighting procedures. 

The communication equipment - base station equipment account has not experienced enough 

retirement to allow statistical analysis of net salvage. After a 20-year service life the salvage 

should be low. The company currently utilizes a 5% net salvage. Recognizing the historical 

and recent net salvage experience a 0% net salvage is recommended. 
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c General Communications Equipment - Tele-metering Account 397.2 - The service life of the 

tele-metering communication equipment account was performed using actuarial retirement rate 

analysis using a 2009 -2013 retirement band: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

5-year 2009-2013 1970-2013 L 1 -18 

The life analysis lead to the selection of a medium mode L 1 Iowa-type survivor curve as the best 

fit. The life indications from the life analysis in the 18 years range. Currently the company 

utilizes a 10-year service life with a R3 Iowa-type survivor curve for the tele-metering equipment 

account. The life analysis suggests a longer life should be considered, a L 1 Iowa-type survivor 

curve with a 18-year service life is recommended. A 18-year service life with a L 1 Iowa-type 

survivor curve, along with the account's surviving investment of average age of 13.3 years, 

results in a 18.9-year average service life and a 10.5-year average remaining life using vintage 

group service life weighting procedures. 

Similar to the life analysis, the salvage and cost of removal were analyzed using the 1981-2013 

band: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Total data 1981-2013 0.6% 0.1% 0.5% 

The tele-metering equipment account has experienced essentially 0% net salvage which is 

consistent with communications equipment with such a long service life. The company 

currently utilizes a 0% net salvage for this account. Recognizing the historical and recent net 

salvage experience a 0% net salvage is recommended. 
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General Communications Equipment - Telex and Telephone Equipment Account 397.3 - The 

service life of the telex and telephone equipment account was performed using actuarial 

retirement rate analysis using a 1976 -2013 retirement band: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

38-year 1976-2013 1976-2012 L1/L1.5-12 

The life analysis lead to the selection of a medium mode L 1.5 Iowa-type survivor curve as the 

best fit. The life indications from the life analysis in the 12 years range. Currently the company 

utilizes a 10-year service life with a R4 Iowa-type survivor curve for the telex and telephone 

equipment account. The life analysis suggests a similar life should be considered, a L 1.5 

Iowa-type survivor curve with a 12-year service life is recommended. A 12-year service life with 

a L 1.5 Iowa-type survivor curve, along with the account's surviving investment of average age of 

6.8 years, results in a 11.7-year average service life and a 7.8-year average remaining life using 

vintage group service life weighting procedures. 

Similar to the life analysis, the salvage and cost of removal were analyzed using the 1981-2013 

band: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Total data 1982-2013 0.3% 0.0% 0.3% 

The telex and telephone equipment account has experienced essentially 0% net salvage which 

is consistent with equipment with such a long service life. The company currently utilizes a 0% 

net salvage for this account. Recognizing the historical and recent net salvage experience a 

0% net salvage is recommended. 

1-56 

I 
I 



c 

( 

General Communications Equipment- Mobile equipment Account 397.4-The service life of the 

mobile communications equipment account was performed using actuarial retirement rate 

analysis using a 1976 -2013 retirement band: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

38-year 1974-2013 1961-2012 S5/R4/R5 -24-25 

The life analysis lead to the selection of a medium mode RS Iowa-type survivor curve as the best 

fit. The life indications from the life analysis in the 2S years range. Currently the company 

utilizes a 2S-year service life with a R2.S Iowa-type survivor curve for the mobile communications 

equipment account. The majority of the investment in this account was placed in 2012 and 

2013. The service life analysis suggests a 2S-year life; however 2S-years is too long for mobile 

communications equipment acquired in the last two years. A RS Iowa-type survivor curve with 

a 12-year service life is recommended. A 12-year service life with a RS Iowa-type survivor 

curve, along with the account's surviving investment of average age of 1.S years, results in a 

11.9-year average service life and a 10. 7-year average remaining life using vintage group 

service life weighting procedures. 

Similar to the life analysis, the salvage and cost of removal were analyzed using the 1981-2013 

band: 

Band Retirement Years Gross Salvage Cost of Remove Net Salvage 

Total data 1981-2013 1.3% 0.0% 1.3% 

The mobile communications equipment account has experienced essentially 0% net salvage 

which is consistent with equipment with such a long service life. The company currently utilizes 

a So/o net salvage for this account. Recognizing the historical and recent net salvage 

experience a 0% net salvage is recommended. 
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General Plant - Miscellaneous Equipment Account 398 - The service life of the miscellaneous 

equipment account was performed using actuarial retirement rate analysis using a 1976 -2013 

retirement band: 

Fitted Iowa-type 

Band Retirement Years Placement Years survivor curve and 

associated Life 

38-year 1974-2013 1953-2012 R2.5/R3 -20-21 

The life analysis lead to the selection of a medium mode R3 Iowa-type survivor curve as the best 

fit. The life indications from the life analysis in the 20 years range. Currently the company 

utilizes a 20-year service life with a S1 Iowa-type survivor curve for the miscellaneous equipment 

account. The life analysis suggests a similar life should be considered, a R3 Iowa-type 

survivor curve with a 20-year service life is recommended. A 20-year service life with a R3 

Iowa-type survivor curve, along with the account's surviving investment of average age of 7.4 

years, results in a 13.4-year average service life and a 13.9-year average remaining life using 

vintage group service life weighting procedures. 

Similar to the life analysis, the salvage and cost of removal were analyzed using the 1981-2013 

band: 

Band Retirement Years I Gross Salvage I Cost of Remove I Net Salvage 

Total data 1919-2013 I 0.1% I o.0% I 0.1% 

The miscellaneous equipment account has experienced essentially 0% net salvage which is 

consistent with equipment with such a long service life. The company currently utilizes a 0% 

net salvage for this account. Recognizing the historical and recent net salvage experience a 

0% net salvage is recommended. 
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RESULTS 

The studies in this report were based upon the plant and reserve balances as of December 31, 

2013, and included an analysis of each account's historical retirement experience using 

statistically acceptable life and salvage analysis techniques. The historical life and salvage 

indications were adjusted for factors expected to affect the recovery of the company's plant 

investment. These adjustments were determined through discussion with Cascade Natural 

Gas's management, knowledge of the plant, knowledge of the gas industry, and the 

understanding of the capital recovery process. 

The proposed depreciation accrual rates are based on the above-described capital recovery 

parameters and the company's current overall capital recovery position. The capital recovery 

accrual rates recommended in this study are based on the average remaining life method of 

capital recovery. 
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The recommendations are as follows: 

Plant Investment and Reserve Balances 

12-31-2013 

Plant Investment $741,702,876 

Reserved Investment 381,670,863 

Reserve as a % of Plant 51.46% 

Present Accruals 

Accrual Rate (%/year) 2.77% 

Accruals ($s/year) 20,514,902 

Average Service Life Accruals 

Accrual Rate (%/year) 3.22% 

Accruals ($s/year) 23,892,067 

Change in Accruals ($s/year) $3,377,165 

Remaining Life Accruals 

Accrual Rate (%/year) 3.04% 

Accruals ($s/year) 22,533,134 

Change in Accruals ($s/year) $2,081,232 

Proposed Remaining Life Accruals 

Accrual Rate (o/Jyear) 3.04% 

Accruals ($s/year) 22,533,134 

Change in Accruals ($s/year) $2,018,232 

Periodic studies of the Company's depreciation parameters, accrual rates, and practices are 

recommended in order that its most current service life experience, construction and 

replacement programs, and the applicable technological and regulatory trends may be properly 

reflected in the annual depreciation accruals. 
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c~ 

SERVICE CONDITIONS 

Neither AUS CONSULTANTS or its officers or assigned professional staff has an interest in any 

property that is the subject of this depreciation study report. As used herein the term "interest" 

is defined as ownership of the subject property, acting, or having some expectations of acting, as 

agent in the purchase, sale, or financing of the subject property; and managing, or having some 

expectation of managing, the subject property. 

AUS CONSULTANTS and its officers have not conditioned their fee for service either as a 

percentage of the conclusions reached in this report or any other condition that is contingent 

upon the outcome of an award; court action; tax reduction; consummation of the sale, 

disposition, acquisition or merger; financing; or specified finding by the client, nor will they 

receive any additional compensation in the form of commissions, rebates, discounts, or 

exchange of goods or services. 

All employees of AUS CONSULTANTS who participated in the preparation of this report and who 

are certified depreciation professionals in the Society of Depreciation. 
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3111 .5 Office F'"'11tln & Fbd1ns 
382.1 T..._,_ Eqlipmenl • Tralonl 
392.2 T..._,_ EqUIJmonl 

393.0 Sloras Eq.lpmonl 
394.1 Tools, Sllop&G-Eqylp. 
384.2 CNG EcM>monl 
395.0 L.aboratoly EqlJpmonl 
396.1 Power Oparatod EqaJpmonl - Tllllera 
396.2 Power Opera1od Eql,jpmonl 
307.1 Comm. Eqylp- Basa S1atlon 
397.2 Comm. Eqylp • Telematorlng 
397.3 Comm. Eqylp - Telex & Tai. 
387.4 Comm. Equip - Mobile 
398.0 MlscellaMOOS EqUplTient 

Tota1Genera1Planl 

Total Doproclolllo 

-llloP-
303.0 lntangl>lo Aasots. Sottw .... 

Total Hanglblo Plant 

Non Doproclolllo 
301 .0 Orgariza1lon 
302.0 Franctisos & ec.-u 
365.1 Land and Land RJgtU 
374.1 Land and Land Rights 
389.0 Land and Land Rights 

Total Non Depreclablo 

Chod<Total 
Dlttenn:e 
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PlantirMlstm<lnl 
OC$a 

1,026,099.41 
1 S,804,273.88 

198,114.81 
17,028,4n.70 

2,024,481 .27 
1,457,560.53 

1.219.38 
125,838,732.82 
125,140,041 .31 
110,380,599.79 

2,000,730.56 
21 ,488,861 .45 
75,986,422.72 

11a,osa,no.04 
47,985.227.35 
30,029,837.18 

9,922,839.20 
B,890,421 .52 

48,982.23 
674,145,3§.4.14 

17,480,753.53 
16,807.74 
92.213.41 

3 ,306,328.92 
1,742,735.n 

390,712.25 
1,623,532.38 

476,106.72 

11.218,708.60 
55,n5.81 

5,672,088.01 
127,444.74 
138,043.16 
464 ,441 .42 

2,452 ,121 .40 
328,232.24 

3,489,558.63 
799,129.01 
615,451 .64 

38,881.19 

50,529,044.57 

741,702,876.41 

22,883,681 .35 
22,883,661 .35 

152,088.08 
211 ,824.67 
224,535.51 
485,153.81 

2.253.273.09 
3 ,326,853.16 

767,013 ,390.92 

787,957,540.60 
44,149.88 

723,037.92 
9,718,327.35 

207,793.54 
10,649, 158.81 

555,373.05 
1.259.529.92 

563.91 
95.299,883.40 
36,642,755.44 
26,989.235.89 

1,147,762.55 
7,185,578.52 

103,383,584.56 
39,54&,157.71 
18,046,525.86 
11,908,043.92 
3,Sn,768.21 
3,538,035.86 

39,791.84 
347,082,678.80 

10,720,054.94 
32,656.75 
86,364.54 

3,306,326.93 
16,594,04 

(240,421.23) 
(118,109.93) 
223,385.02 

3,815,355.83 
4.235.95 

1,650.157.83 
113,108.30 

58,602.83 
1n,186.26 
294,108.70 
166,410.75 

3,443,100.56 
227,099.01 

(1.292.88) 
(17,907.78) 

23,959,026.02 

381 ,670,883.43 

3 ,359,820.99 
3 ,359,820.99 

0.00 
211,824.79 

0.00 
0.00 

1,008,539.41 
1,220,364.20 

386,251,048.62 

386.290.278.62 
39,230.00 

P""""11 -" 

70.47" 
81.48% 

104.89% 
62.54% 

27.43% 
96.41% 
46.25% 
75.73" 
29.28" 
24.46% 
57.37" 
33.47" 

136.03% 
34.98% 
33.45"/. 

39.86% 
36.06% 
39.n% 
81 .27% 
51 .48% 

81 .32% 
184.30% 

93.86% 
100.00% 

0 .95% 
~1 .53% 

-7.15% 
46.92% 
34.01% 

7.59% 
29.09% 
96.75% 
42.45% 
38.15% 
11 .W'4 
50.70% 
98.67"%-
28.42% 
-0.21% 

-<16.06% 

47.42% 

51.48% 

14.88% 
14.88% 

0.00% 
100.00% 

0.00% 
0.00% 

44.76" 
36.89% 

0.88 

85.0 
85.0 
R2.5 

R2.0 
R4.0 
R2.0 
R4.0 
R2.5 
l3.0 
R3.0 
L1 .0 
RS.O 
84.0 
S2.0 
R3.0 
R3.0 
R2.0 
R2.0 

R3.0 
81.0 
L1 .0 
l3.0 
86.0 
R1 .0 
R1.0 
l3.0 
l1 .0 
86.0 
86.0 
R4.0 
R5.0 
l2.0 
l1 .5 
R2.0 
l1 .0 
l1.S 
R5.0 
R3.0 

Projoc:11on 
Ulo -
65 
85 
so 

60 
40 
26 
75 
65 
36 
35 
60 
56 
35 
42 
55 
42 
38 
38 

45 
30 

15 
25 
24 
11 
33 
31 
31 
25 
17 
15 
20 
18 
12 
12 
20 
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A.._ Avorage 1-
SeMce Ulo A.._ Age RomaHng Lio Not satvago _.,. 

yoan yoan )'Oii.rs %ofOC %dOC 

65.1 
64.8 
61 .1 

64.7 
42.1 
38.1 
74.1 
n.8 
35.3 
35.5 
59.3 
55.2 
33.7 
:n.o 
52.4 
39,6 

35.8 
30.0 

37.0 
25.9 
10.7 
7.5 
4.9 
11 .3 
22.9 
23.5 
10.2 
27.5 
29,3 
28.3 
25.1 
19.3 
8.8 

23.4 
18.9 

11.7 
11.9 

13.2 

46.5 
32.8 
49.2 

26.6 
32.7 
33.5 
28.U 
16.0 
12.0 
11 .5 
12.5 
26.6 
10.4 
14.1 
15.8 
17.7 
12.3 
21 ~1 

13.9 
43.8 
6.5 
6.0 
5.0 
7.6 
4 .4 
9.9 
5.2 
15.7 

10.9 
28.3 
12.9 
9.9 
6.4 
15.5 
13.3 
6.8 
1.5 
7.4 

18.7 
32.2 
12.4 

38.7 
11.1 
4.2 

47.3 
70.7 
24.8 

24 
50.4 
20.7 
24.5 
29,3 
40.4 
26.2 
27.6 
20.7 

31.3 
5.5 
4.3 
3 .5 
2.6 
0.3 

21.5 
15.9 
7.8 
17.3 
1U 
8.1 
12.5 
11 .8 
11.2 
12.3 
10.5 
7.8 

10.7 
13.9 

°" -5% 

°" -100% 
-23% 
-30% 
-5% --180% 

-30% 

·15% 

-10% 

°" 

°" 
°" 
"" °" 
°" °" 
°" 3" 
15% 

°" °" 
°" 
°" 25% 
25% 

°" 
°" 
°" 

71 .27% 
60.37% 
87.88% 
61.34% 

40.19% 
n.32% 
88.98% 
72,33% 
11.22% 
39.41% 
34.01% 
21.01% 

120.11% 
35.48% 
20.81% 
26.34% 
33.84% 
25.20% 
31 .00% 
46.07" 

15.41% 
78.78" 
56.22% 
53.33% 
46.84% 
17.70% 
6.11% 

31.37" 
20.00% 
37.09% 
32.08% 
78.45% 
50.20% 
29.15% 

-20.45% 
47.44% 
44.44% 
33.33% 
10.08% 
-5.30% 

22.91% 

44.84% 

731.284 
9,541,0CO 

173,707 
10,446,D&l 

813,63Q 

1,126,993 
1,085 

91,019.155 
14,040,713 
43,493,112 

880,448 
4,510,566 

91.267.292 
40,124,557 

9,981 ,564 
7,909,806 
3,357,889 
2.240,386 

15,178 
310,567.205 

2,803,784 
13,238 
51 ,842 

1,783,264 
818,040 
68,156 
99,198 

149,355 
2.243,742 

20,687 
1.819,599 

99,980 
69.298 

135,385 
(501 ,459) 
155,713 

1,550,780 
266.350 

62.038 
(2,081) 

11 ,5n.soe 

332,591 , 1 SS 
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Cascade Natural Gas Corporation 
Depreciation Study 
As of December 3t, 2013 

Total Syot.m 

Account 
Number Account Description 

366.2 Rights of Way 
367.1 Mains 
369.1 Meas. & Rog.Station Equip. 

Total Transmission Plant 
Dlotrlbutlon Plant 

374.2 Land Rights 
375.1 Structures and Improvements 
375.2 Leasehold Improvements 
376.1 Mains 
376.2 Mains - High Pressure 
376.3 Mains - Polyethylene 
3n.o Compressor Station Equip. 
378.0 Meas. & Reg.Sis.- General 
380.1 Services 
380.3 Services - Polyethylene 
381.0 Meters 
382.0 Meter Installations 
383.0 Regulators 
365.0 lnd'I Maes. & Reg.Sis Equip 
388.0 Asset Retirement Obligation 

Total Distribution Plant 
General Plant 

390.1 Structures & Improvements 
390.2 Leasehold Improvements 
391.1 Computer System 
391.2 Computer Sofl'Mlras 
391.3 Data Communication System 
391.4 Office Equipment 
391.5 Office Furniture & FIXtures 
392.1 Transportation Equipment - Trailers 
392.2 Transportation Equipment 
393.0 Stores Equipment 
394.1 Tools, Shop & Garage Equip. 
394.2 CNG Equipment 
395.0 Laboratory Equipment 
396.1 Power Operated Equipment - Trailers 
396.2 Power Operated Equipment 
397.1 Comm. Equip - Base Station 
397.2 Comm. Equip - Telemetering 
397.3 Comm. Equip - Telex & Tel. 
397.4 Comm. Equip - Mobile 
398.0 Miscellaneous Equipment 

Total General Plant 

Total Depreciable 

Intangible Plont 
303.0 Intangible Assets - Softwara 

Total Intangible Plant 

Non Depreciable 
301.0 Orgenization 
302.0 Franchises & Consents 
365.1 Land and Land Rights 
374.1 Land and Land Rights 
389.0 Land and Land Rights 

Totsl Non Depreciable 

TotalSyot.m 

Chock Total 
Difference 

S:\Cascade Natural Gas\Cascade Depreciation Summary 12-31-2013.xlsx 

P.....,t Depreciation Porom- ond Rat.a 

Reserved Percent Average Service ALG Depreciation PresentALG 
Plant Investment Investment Reserved Survivor Curve Life Net Salvage Rate Expense 

OCSs $s % years %ofOC %ofOC/year OC$s/year 

1,026,089.41 723,037.92 70.47% 56.0 70 0% 1.36% 13,955 
15,804,273.68 9,718,327.35 61.49% R2.0 60 -20% 1.92% 303,442 

198,114.61 207,793.54 t04.89% R2.5 40 -20% 2.44% 4,834 
17,028,477.70 10,649,158.81 62.54% 1.89% 322,231 

2,024,481.27 555,373.05 27.43% R2.0 60 0% 1.66% 33,606 
1,457,569.63 1,259,529.92 86.41% R3.0 40 -5% 2.19% 31,921 

1,219.38 563.91 46.25% R3.0 40 -5% 2.19% 27 
125,838, 732.82 95,299,863.40 75.73% R2.0 60 -60% 2.58% 3,246,639 
125, 140,041.31 36,642, 755.44 29.28% R3.0 60 -10% 1.81% 2,265,035 
110,360,599. 79 26,989,235.89 24.46% R2.0 60 -20% 1.99% 2,196,176 

2,000,730.58 1, 147, 762.55 57.37% 5.00% 100,037 
21,468,661.45 7,165,578.52 33.47% R2.5 40 -20% 2.92% 626,865 
75,986,422. 72 t 03,363,584.56 136.03% R5.0 45 -130% 4.96% 3,768,927 

113,058, 770.04 39,549,157.71 34.98% R5.o 45 -50% 3.31% 3,742,245 
47,965,227.35 16,046,525.66 33.45% R5.0 33 15% 1.68% 796,223 
30,029,637.18 11,908,943.92 39.68% R1.5 40 -10% 2.67% 801,791 

9,922,839.20 3,577,768.2t 36.06% R5.0 45 5% 1.71% 169,681 
8,890,421.52 3,536,035.86 39.77% R1.5 28 0% 3.48% 309,387 

48,962.23 39,79t.84 81.27% 0.00 0% 3.05% 1,493 
674,t45,354.t4 347,062,678.60 51.48% 2.68% 18,088,580 

17,480, 763.63 10,720,054.94 61.32% R3.o 45 -5% 1.95% 340,875 
16,807.74 32,656.75 194.30% R3.o 45 -5% 1.95% 328 
92,213.41 86,364.54 93.66% so.o 7 0% 4.41% 4,067 

3,306,326.92 3,306,326.93 100.00% S-.5 0% 0.00% 0 
1,742,735.77 16,594.04 0.95% so.o 5% 10.34% 180,199 

390,712.25 (240,421.23) -61.63% L2.0 20 t0% 3.54% 13,831 
1,623,532.38 (116, 109.93) -7.15% R4.0 30 t0% 2.23% 36,205 

476,106.72 223,365.02 46.92% L2.0 20% 8.01'Y. 38,136 
11,218,708.60 3,8t5,355.63 34.01% L2.0 20% 8.01,,o 898,619 

55,775.81 4,235.95 7.59% R2.0 30 0% 2.95% 1,645 
5,672,068.01 1,650,157.63 29.09% R2.0 30 5% 2.94% 166,759 

127,444.74 113,108.30 88.75% R2.0 30 5% 2.94% 3,747 
t38,043.16 58,602.83 42.45% R2.0 25 0% 2.7t% 3,741 
464,441.42 177,196.26 38.15% L3.0 16 35% 3.76% 17,463 

2,452,121.40 294,108.70 1t.99% L3.0 16 35% 3.76% 92,200 
328,232.24 166,410.75 50.70% R1.5 25 5% 3.4t% 11,193 

3,489,558.63 3,443, 100.56 98.67% R3.0 10 0% 6.37% 222,265 
799,129.01 227,099.01 28.42% R4.0 10 0% 6.3t% 50,425 
615,451.64 (1,292.88) -0.21% R2.5 25 5% 3.44% 21,172 
38,881.19 (17,907.78) -46.06% S1.0 20 0% 3.09% 1,201 

50,529,044.57 23,959,026.02 47.42% 4.16% 2,104,091 

741,702,876.41 381,670,863.43 51.46% 2.77% 20,514,902 

22,883,661.35 3,359,820.99 14.68% 
22,883,661.35 3,359,820.99 14.68% 

152,068.08 0.00 0.00% 
211,824.67 211,824.79 100.00% 
224,535.51 0.00 0.00% 
465,163.81 0.00 0.00% 

2,263,273.09 1,008,539.41 44.76% 
3,326,853.16 1,220,364.20 36.68% 

767,913,390.92 386,251,048.62 0.88 

767,957,540.60 386,290,278.62 
44,149.68 39,230.00 
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( 
c:;~T"t-

'-' ,...-....,.c,r 

+- 'lot~. ~5' 
""" "'-"""""' CY2013 "'-"""""' 04l3C>2013 (1"'217 -Tomllnterstat. 92, 772,324.05 98,289,137.16 61112) O.,.P,- 0.,.-=iatianR&IB - - 31-Dec-13 

Tot.I Spe.m In-Servin 737 .323.1111.55 787,967.540.60 

Tolllllyl;t.m To<ol.,._ 
3010 Orgmniaticn 152,068.08 152,088.0ll "'" 0.00 0.00 0.00 0.00 
3020 FrmnctDes It Ccr..-ita 211,824.67 3020 (211,824.78) 0.00 0.00 (211,824.79) 
3030 lntmnvl*I A.-. · SoftwMr• 10,9311, 182.55 3030 (1,1136,682.87) 0.00 (1.623.238.32) 7Jl4Y. (3,350,820.00) 

Totalln~Plwlt 20,303,063.30 

3851 Land and Land Rigtds 224,636.51 3861 0.00 0.00 0.00 0.00 

3852~ofWrt 1,026,080.41 3652 (708,0ll3.1ll) (13,854.76) 1.- 0.00 (723,037 92) 
3671 Mn 15,7911,48113 3671 (0,414,007.33) {201,832.82) 1.115Y. 0.00 (0,718.327.36) 
38111M-.6Rllg.Stalkin~. 201,908.TII 3001 (213,318.66) (7,7351.88) 3.(14% 0.00 (207,713.54) 

Tata!Tr..minionPlant 17,251,802.111 

3741 Land Ind Land Rightl 485,153.111 485,153.111 48&.1s:un 3741 0.00 0.00 o ..... 0.00 0.00 
3742 Land Rist!• 2,006,091.513 2,024,41127 2,014,7116.80 3742 (522,088.57) (33.284.48) 1.86% 0.00 (555,37:U>S) 
3751 StrucU9Mdlrnpravanwntl 1,411.239.07 1,457,588.53 1,431!1,404.30 3751 {1.227,1118.37) (30,i&B.40) 2.15% 0.00 {1.250.529.92) 
3752 LmMhold lmprc:wwMntll 1,219.38 1,218.38 1,218.311 3752 (583.81) 0.00 o ..... 0.00 (58381) 
3761 MR 122,443,3114.55 125.8311,732.112 124,141,058.88 3781 (02,ll30,2ll0.39) (2,1165,351.98) 2.15'Jt 0.00 (95,299,863.40) 
3782MalM·~Pr-... 122,8111,9111.20 125,140,041 ,31 123,900,851.20 3702 {34,717,1111.45) (2,102,431.84) 1.7"" 0.00 (38,642,755.44) ~C.D ~C-
3783M.n·~ 103,91111,995.72 110,380,5911.79 107,184,797.78 37113 {24,817,252.45) (UM7,164.31) 1 ..... sd1a:::: (21,988,236.119) 

3770 Cornpr...- Stdon Equip. 2,000,730.511 2,000,730.58 2,000,730.58 3770 (1,047,725.IMI) (97,9Blil.12) - (1,147,Til2.55) ..,µ .. _,.,( .. 
3780 ,.., • Reg.Sta.· a.n.111 20,017,134.26 21,468,861.45 20,742,897.115 3780 (6,785,011.13) (557,407.62} 2 ..... 0.00 (7,185,578.52) 
3801 s.w. 711,187,537.07 75,9811,422 72 78,081,878.80 3801 (100,331,345.Sll) (2.127,5"2.27) 3.115% 0.00 (103,363,5114.58) 
3ll03 59'Yicm· Polyethytene 106,176,220.73 113,058,nD.04 108,118,995.38 3803 (311,056,642.15) {3,204,301.10) 2.SM% 0.00 (38,548,15771) 
31110 M.l9r'I 47.118,872.31 47,865,227.3& 47,542.448.83 3810 {15,701,237.74) (785,8311.02) 1.195% 0.00 (16,04e,525.118) 
31120MR!l'lrmiallationl 29,711,150.85 30,029,837111 20,1174,394.07 3820 (11,132,ffl.08) (734,187.84) ...... 0.00 (11,808,843.92) 3830- 9,744,8&7.73 8,822,838.20 8,833,848.47 3830 (3,5118,2115.&0) (1157,467.l!IO) 1.7"" 0.00 (3.sn. 788.21) 
311SO lnd'IU....&R.g.StaEqijp 7,748,047.0:2 11,880,421.52 11,318,734.27 '850 (3,281,611.48) (286,817.23) 3.45% 0.00 (3,536,035.811) 
3880 Oltw Prop. on Cus! PNmiM9 0.00 0.00 0.00 """' 581.IM 0.00 o ..... / 0.00 501.M S' c... c).,.. r 
3880ARO 45,332.40 48,182.23 47,147.32 3880 (14,863.31) (1 .43811) 3.05% 0.00 (38,711.ll4) 

Totaloi.tr1Ju11onPlant 850,753,828.70 674,678,470.111 8112,716,549.44 VJ,, ......... c 
3890 Land rd Und Rls,t1t:I 2,253.273.0I 2.253.273.09 2.253.273.08 3880 (1,008,538.41) 0.00 o ..... 0.00 {1,008,539.41) 
3901 ~&tmprowrnmnta 17.061,757.31 17,490,753.53 17.266,255.42 3801 (10,3115,814.13) (3211,113.84) """' 0.00 (10,720,C154.94) 
3902 L.aetd:t lmpn:iwmentl 16,807.74 18,ll07.74 18,807.74 - (32,666.75) 0.00 0.- 0.00 (32,856.75) 
3911 CornpuW 5yslern 92,213.41 02,213.41 92,213.41 3011 (82,297.98) (4,068.58) 4.41% 0.00 (88,364.54) 
31112 Computs Softww9 5,827 ,013.92 3,308,328.92 4,488,1570.42 3912 (5,827,013.83) 0.00 0 ..... 0.00 (3,306,326.83) 
3913 Data Communication Sy9'9m 2,678,521.86 1,742.735.n 2,208,628.67 3013 (1,080,785.53) {203,031.58) ,,...,. 0.00 (111,584.04) 
3914 Officli EqulprMnt 410,453.10 390,712.25 400,562.88 3914 228,450.49 (14,1110.84) 3.115% 0.00 240.421.23 
3915 OfbFurnilurw&Fbb• 821,152.llfl 1,823,532.38 1.272.342.82 3915 108,435.38 (23,070.15) 1.81% 0.00 116,108.83 
3921 Transportrion Equipnent ·Trailer& 539,527,07 476,106.72 507,1116.80 3021 (244,4117Jl1) (40,148.42) 7,81% 0.00 (223,386.02) 
3922 Transportalian Equlpnent 10,059,7112.42 11,2111,70ll.80 10,839,245.51 31122 (3,71111,RllS.80) (836,474.54) 7 ..... (3,815,355.13) 
3930 S1or111 Equip!Mnl 88,361.01 55.ns.a1 82,668.88 3930 (15,1110.45) (2,011.80) 3.mlo 0.00 (4,235.85) 
3941 Toola,Shop&O..Equip. 5,1411,084.29 5,872.0&ll.01 5,410.076.15 3041 (1,553,901,01) {160,583.75) 2.17"11. 0.00 (1,850,157.113) 
3842 CNG Ecppnenl 127,444.74 127.444.74 127,44474 3042 {113.108.30) 0.00 0 ..... 0.00 (113,1Dll.30) 
3850 Laboralory EquipMnt 1311,043.18 139,043.16 1311,043.16 3050 (54,1161.79) (3,741.04) 2.71% 0.00 (511,802.13) 
3861 Paws ap..&ed E~t • Trail«a 436,686.Bll 464,441.42 460,51415 ''"" (180,031.33) (16,344.58) 3.- 0.00 (1n,186.26) 
3982 Paws Oplrlltm Equipmenl 1,833,115711 2,452,121.40 2, 182,618.Sll - {847,735.25) (79,040.42) 3 ...... 0.00 (21M,1Dll.70) 
3971 Comm. ~. ea.. Station 181,289.37 328.232.24 251,750.111 3971 (180.257.92) {6,152.113) 2.37% 0.00 (186,410.75) 
3972 Comm.Equip·T~ 3,423,442.58 3,488,5511.83 3,458,500.81 3972 (3.283.855.86) {103,082.17) 5.58% 0.00 (3,443,100.Sll) 
3873 Comm.ElfJlp·TlllD:&Tll. 888,840.82 708128 01 734,384 97 3973 (1n,417.58J (41,8111.43) 6.77% 0.00 (227,088.01) 
3974 Camm. Equip· Matm 112,588.14 615,451.64 364,025.38 31174 (54.161.25) (11.231.58) ...... 1,292.88 
3980 Misclllneoul Ecp.iprNnt 57,721.76 311,811110 48,301.411 3960 850.73 (1 ,7113.52) ... .,. 0.00 17,807.78 

Tce.10..lllPlant 51,955,613.39 52,782,317.86 52,36S,085.53 (372,463,957.21) (17,918,012.40) (1,523,2311.32) {3"6,290.278.82.) 

Totlll Syat.m 737,323,181.55 ffi :¥i1 ,540.80 762,840,3111.0ll RWIP {1711,160.75) 0.00 0.00 347,373.37 

(372,642, 117.98) (17,918,912.40) (1,523,2311.32) {3115,842,805.25) 
Form2 Bal.nc. 737,323,1111.55 7117,857,540.110 

Y•ianc. from Form 2 0.00 0.00 

0 
Calculated Present Rate 
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S:\Cascade Natural Gas\Cascade Depreciation Summary 12-31-2013.xlsx 

Account 
Number Account Description 

Transmissio!)-Plant 
365.1 Ylights-of-Ways / 

367.0~ins .../ 
369.0 asuring & Regulating Equipment V 
370.0 ommunications Equipment / 

Total Transmission Plant 

Distribution Plant 
374.1 Lind Rights ./ 
375.0 j{ructures &)P"rovements .,/ 
376.0 Mains · 
376.2 nlains-High Pressu'} / 
376.3 ~ns-Plastic v'_ 

!:,77. / / 
378.0 ,./e'asuring & Regulating EquipmMf 

380.0 slryces-Steel -<'./' 
380.1 sl;i(vices-Plastic / 
381.0 r.ifeters v 
382.0 Miter Installations 

7
J 

383.0 H~se Regulators / 
384.0 ~se Regulators Installations f/ 
385.0 tAltustrial Measuring & Regulating Equipment 

Total Distribution Plant 
'?:>CC-f . l ~Q.lj ..,.. 

General Plant/ 
390.0 Structures & Improvements J.../ 
391.0 Wice Furniture & Fixture 
391.1 ~puter Hardware / 
391.2 Qitnputer Software / 
391.3 ¥i! communications Equipment / 
391.4 ofti/e Equipment if . 
392.0 T4portation Equipment ·/ 
393.0 5t6r!!s Equipment .,/ ./ 
394.0 TiP6is, Shop, & Garage Equipment 

395.0 Lfll:ortory Equipment ./ / 

Plant Balance 9-30- Survivor 
1997 Curve 

L 
1,026,090 S6.0 v 

12,852,121 il2.o v 
201,523 j2.5 ./ 

506 L2.0 r/ 
14,086,2~ 

1,495,569 'lfi.o 
1,411,206 ~ 0 

104,835,864 7i':o 
72,937,447 ~.o 
36,147,304 -Rf.a 

v 

J 
7,008,398 .'5.5 v 

~~:~~::;~: 7s:~ ~ 
17,525,6971-5.o V 
10,617,662 '-~.5 ~ 

6,372,384 R5.0 _, 

/1.5 
3,574,773 RP 

359,955,452 v 
pnse -r 

/ 

12,552,302 R}:O ,,/' 

224,554 t14.o v 
896,029 JSO,O ../ 

1,516,293'.4-.5 v 
1,197,880 '19.0 ,/ 

984,735 )2.0 v 

396.0 ~r Operated Equipment 
397.0 Mltiue Radio Communications Equipment .,// 

397.1 B~~tationCommunications Equipment v' 
397.2 Te tering Equipment ,/ 
397.3 Tel & Telephone Equuipment .-/ 

3,778,442 ·9.0 ,/ 
54,217 -A2.o /' 

2,230,905 .ft2.o .,,.-

111,926 ~.o / 
1,991,289 {3.0 v. 

381,361;AU.5 V 
171,370.tfil.5 .,/ 

3,306,851..R3.0 / 

463,962 i1.o vi/ 
130,02617° ,/ 

30,058,142 
398.0~iscellaneous Equipment / 

Total General Plant 

Total Plant 404,099,834 / 

Present Depreciation 

Depreciation Summary 

ALG Average 
Service 

Life 
Net Depreciation Annual 

Salvage Rate Depreciation 

70 v 0%/ 
60 ,/ -20% i/ 
40 / -20%"" 
15 ..... 0%/ 

60 ./0%/ 

40 / -5% / 
60 ;./ -60% ...... 

so/./ -10% "" 
60 -20% 

40 / -20% ~ 
45 ,/ -130% :; 

45 ./ -50% / 

33 l,/_ 15% // 
40 ' -10% ., 

45 'l 5% (. 

40 J -10% 'J 
28 . 0% 

45,/ 
30 ,/ 

7 ,.,,. 

6 ....... 

7 i/ 
20 ~ 
9/ 

30 ./' 
30 ,., 
25 ./ 
16 ./ 
25 .r 
25 V' 
10,/ 
10 // 
20/ 

-5% v 
10% v 
O%v 
0% v 
5% v 

10% / 
20% II' 

0% v 
5% 

0% ~ 
35% :/ 

5% :/ 
5% 
0% // 
0% ./ 
0% / 

1.36% ,/ 13,955 
1.92% /' 246,761 
2.44% v 5,064 
4.21% / 21 
1.89% 265,801 

4 
5 
6 
7 

1.66% v 24,826 11 
2.19% .,,.. 30,905 12 
2.58% ,/ 2,704,765 13 
1.81% /' 1,320,168 14 
1.99% ,/" 719,331 15 
~",.,o S c:..-o'f"~ 

2.92% / 204,645 17 
4.96% v' 3,793,132 18 
3.31% ,/ 713,461 19 
1.66%'1/ 290,927 20 
2.67% I/ 283,492 21 
1.71% t/' 108,968 22 

7 23 
3.48% / 124,402 24 
2.87% 10,319,022 

?.ur,~ 

1.95% v 
2.23% . ./ 

244,770 
5,008 

4.41% ./ 39,515 
14.29% ,/ 216,678 
10.34% .,/ 123,861 

3.54% 34,860 
8.01% .,I' 302,653 
2.95% ./ 1,599 
2.94% ./ 65,589 
2.71% v 
3.76% ../ 
3.44% v' 
3.41% ./ 
6.37% / 

6.31% /./ 
3.09% 
4.58% 

4,822 
74,872 
13,119 

5,844 
210,646 
29,276 
4,018 

1,377,130 

2.96% 11,961,953 

28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
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SERVICE DATE 

JUN 2 8 2000 

c) BEFORE THE WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION 

0 

In the Matter of the Investigation into ) 
the Propriety and Adequacy of Certain ) 
Depreciation and Amortization Rates of ) 

Cascade Natural Gas 
Corporation 

) 
) 
) 
) 

And the Changes, if any, That Should ) 
Be Ordered to Such Rates ) 

} 

DOCKET NO. UG-991923 

ORDER AUTHORIZING REV1SED 
DEPRECIATION AND 
AMORTIZATION RA TES 

BACKGROUND 

On December 9, 1999, in Docket No. UG-991923, Cascade Natural 
Gas Corporation {Cascade or Company) filed with the Commission a depreciation 
rate accrual study for its Washington State plant and equipment. Cascade 
requested a July 1, 1998 effective date for the revised depreciation rates. The 
depreciation rate revisions, as proposed by Cascade, would result in a decrease in 
depreciation accruals of $1.64 million annually. 

DISCUSSION 

Staff examined the depreciation study data for Cascade and is in full 
agreement as to the future depreciation parameters and rates for Cascade's 
Washington State plant and equipment. However, the Company failed to properly 
file and gain approval before implementing the proposed depreciation rates on July 
1, 1998, creating a depreciation reserve imbalance. Staff and the Company have 
discussed the appropriate effective date of the proposed depreciation rates. As a 
result of those discussions, Staff and Cascade have agreed with January 1, 2000, 
as the ~ffective date of the depreciation parameters and rates for Cascade's 
Washington plant and equipment. Further, Staff and Cascade proposed that all 
reports provided to the Commission will reflect the authorized depreciation rates with 
a January 1, 2000, effective date and include an additional amortization of the 
imbalance, created by Cascade's failure to file for implementation of its depreciation 
study on a timely basis, for an 18 month period beginning January 1, 2000. 

The change in total annual depreciation accruals results in a decrease 
in the overall depreciation rate from 3.37 percent to 2.96 percent. The Commission 
authorizes the revised depreciation and amortization parameters, rates, and 
expenses to be effective January 1, 2000. The Commission found that the 
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Docket UG-991923 Page2 

proposed depreciation and amortization rates are appropriate and should be 
adopted and directed the secretary to enter the following Order and related 
provisions. 

ORDER 

THE COMMISSION ORDERS That: 

1. The authorized depreciation rates and parameters in the attached Schedules 
1 and 2 to this Order, are approved to be effective as of January 1, 2000. 

2. The reserve imbalance created by Cascade's failure to file for approval prior 
to implementing rates on July 1, 1998, must be amortized over 18 months 
beginning January 1, 2000. 

3. All regulatory operating reports submitted to the Commission over the 
amortization period must reflect authorized rates effective January 1, 2000, 
plus an amortization to reduce the depreciation reserve imbalance. 

4. The Company must submit supplements to its 1998 and 1999 FERC Form 2s 
to this Commission reflecting authorized depreciation rates during those 
periods. 

DATED at Olympia, Washington, and effective this 28th day of 
June 2000. 

WASHINGTON UTILITIES AND TRANSPORTATION COMMISSION 

~9~ 
CAROLEJ.WASHBURN 
Secretary 
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CASCADE NATURAL GAS CORPORATION 

Depreciation Study as of September 30, 1997 
Comparison of Depreciation Rates 

(1) [2) [3] [4] [5] 
Account 9-30-1997 Existing Annual 
Number Descri~tlon Balance Rate Amount 

$ % $ 
TOTAL SYSTEM 

Iurn:1mi:ssi12a elact 
365.2 Rights-of-way 1,026,090 3.30 33,861 
367.0 Mains 12,852,121 3.30 424,120 
369.0 M & R Station Equipment 207,523 0.00 0 
370.0 Communication Equipment 506 0.00 0 

Total Transmission Plant 14,086,240 3.25 457,981 

Dl!ildbutlao ellol 
374.1 Land Rights 1.495.569 0.00 0 
375.0 Structures & Improvements 1,411,206 2.50 35,280 
376.0 Mains 104,835,864 2.67 2,799,118 
376.2 Mains - High pressure 72,937,447 2.67 1,947,430 
376.3 Mains • Plastic 36,147,304 2.67 965,133 
378.0 M & R Station Equipment 7,008,398 3.30 231,277 
380.0 Services • Steel 76,474,434 3.30 2,523,656 
380.1 Services • Plastic 21,554,714 3.30 711,306 
381.0 Meters 17,525,697 3.33 583,606 
382.0 Meter Installations 10,617,662 3.33 353,568 
383.0 House Regulators 6,372,384 4.00 254,895 
385.0 Industrial M & R Station Equipment 3,574,773 4.00 142,991 

Total Distribution Plant 359,955,452 2.93 10,548,260 

General Plant 
390.0 Structures & Improvements 12,552,302 5.00 627,615 
391.0 Office Furniture & Fixtures 224,554 6.67 14,978 
391.1 Computer Hardware 896.029 12.50 112,004 
391.2 Computer Software 1,516,293 20.00 303,259 

391.3 Data Communication Equipment 1,197,880 20.00 239,576 
391.4 Office Equipment 984,735 6.67 65,682 
392.0 Transportation Equipment 3,778,442 12.50 472,305 

393.0 Stores Equipment 54,217 5.00 2,711 

394.0 Tools, Shop & Garage Equipment 2,230,905 5.00 111,545 

395.0 Laboratory Equipment 177,926 5.00 8,896 

396.0 Power Operated Equipment 1,991,289 10.00 199,129 
397.0 Mobile Radio Communication Equip. 381,361 10.00 38,136 

397.1 Base Station Communication Equip. 171,370 10.00 17,137 

397.2 Telemetering Equipment 3,306,851 10.00 330,685 

397.3 Telex & Telephone Equipment 463,962 10.00 46,396 

398.0 Miscellaneous Equipment 130,026 5.00 6,501 
Tot.al General Plant 30,058,142 8.64 2,596,555 

Total System 404,099,834 3.37 13,602,796 

0 

Depreciation Summary 

{6] 
ALG 
Rate 

-%-

1.36 
1.92 
2.44 
4.21 
1.89 

1.66 
2.19 
2.58 
1.81 
1.99 
2.92 
4.96 
3.31 
1.66 
2.67 
1.71 
3.48 
2.87 

1.95 
2.23 
4.41 

14.29 
10.34 

3.54 
8.01 
2.95 
2.94 
2.71 
3.76 
3.44 
3.41 
6.37 
6.31 
3.09 
4.58 
2.96 

Schedule 1 

I7l 
Annual 
Amount 

$ 

13,955 
246,761 

5,064 
21 

265,800 

24,826 
30,905 

2,704,765 
1,320,168 

719,331 
204,645 

3,793,132 
713,461 
290,927 
283,492 
108,968 
124,402 

10,319,022 

244,770 
5,008 

39,515 
216,678 
123,861 
34,860 

302,653 
1,599 

65,589 
4,822 

74,872 
13,119 
5,844 

210,646 
29,276 

4,018 
1;37~,129 

11,961,952 

(8) 
Increase or 
{Decrease! 

$ 

(19,906) 
(177,359) 

5,064 
21 

(192,181) 

~<::..<7~~ 
24,826 1 •••• h,...vwt.r 
(4,375) 

(94,352) "377.c 
(627.262) s-. u"ld (245,802) 
(26,632) 

1,269,476 
2,155 

(292,679) 
(70,0n) 

(145,928) 
(18,589~ 

(229,237) 

(382,845) 
(9,970) 

(72,489) 
(86,580) 

(115,715) 
(30,822) 

(169,652) 
(1,111) 

(45,957) 
(4,075) 

(124,256) 
(25,017) 
(11,293) 

(120,039) 
(17,120) 

(2,483) 
(1,219,426! 
11,640,844) 

Deloitte& 
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CASCADE NATURAL GAS CORPORATION 

Depreciation Study as of September 30, 1997 
Mortality Characteristics 

[1] [2] [3] 
Account 
Number Description ASL 

TOTAL SVSTEM 

Transmission Plant 
365.2 Rights-of-way 70 
367.0 Mains 60 
369.0 M & R Station Equipment 40 
370.0 Communication Equipment 15 

Distribution Plant 
374.1 Land Rights 60 
375.0 Structures & Improvements 40 
376.0 Mains 60 
376.2 Mains - High pressure 60 
376.3 Mains - Plastic 60 
378.0 M & R Station Equipment 40 
380.0 Services - Steel 45 
380.1 Services - Plastic 45 
381.0 Meters 33 
382.0 Meter Installations 40 
383.0 House Regulators 45 
384.0 House Regulator Installations 40 
385.0 Industrial M & R Station Equipment 28 

General Plant 
390.0 Structures & Improvements 45 
391.0 Office Furniture & Fixtures 30 
391.1 Computer Hardware 7 
391.2 Computer Software 6 
391.3 Data Communication Equipment 7 
391.4 Office Equipment 20 
392.0 Transportation Equipment 9 
393.0 Stores Equipment 30 
394.0 Tools, Shop & Garage Equipment 30 
395.0 Laboratory Equipment 25 
396.0 Power Operated Equipment 16 
397.0 Mobile Radio Communication Equipment 25 
397.1 Base Station Communication Equipment 25 
397.2 Telemetering Equipment 10 
397.3 Telex & Telephone Equipment 10 
398.0 Miscellaneous Equipment 20 

Depreciation Summary 

Schedule 2 

[4] (5] 
Net 

Curve Salvage 

se 0 
R2 -20 

R2.5 -20 
L2 0 

R2 0 
R3 -5 
R2 -60 
R3 -10 
R2 -20 

R2.5 -20 
R5 -130 
_RS -50 
R5 15 

R1 .5 -10 
RS 5 

R1.5 -10 
R1 .5 0 

R3 -5 
R4 10 
so 0 

S-.5 0 
so 5 
L2 10 
L2 20 
R2 0 
R2 5 
R2 0 
l3 35 

R2.5 5 
R1.5 5 
R3 0 
R4 0 
$1 0 

.s <?.... 0 "i,.. 
vu .... ""~ t. ,.._ 

~ 7 ""'l. } 
.... o> 
~.C)/~ 
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