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JEA DATA REQUEST NO. 021:

RE: Depreciation

Please refer to the Prefiled Direct Testimony of Ned W. Allis (Exhibit NWA-1T) at page
11, discussing the Company’s proposal to reduce “the estimated service lives for certain
at-risk distribution accounts (specifically mains, services, meters, and house regulators)
by five years relative to the historical life analysis.”

a. Please confirm that the assumed service life of a gas capital asset is the same as
the asset’s financial depreciation life.

b. What is the current assumed service life (in years) of a gas service line?

C. What would be the service life (in years) of a gas service line replaced during this
multiyear rate plan, under the Company’s accelerated depreciation proposal?

d. Please confirm that gas service line replacement costs are collected as gas
capital expenses (as opposed to operational expenses).

Response:

Puget Sound Energy (“PSE”) notes, as a preliminary matter, that Joint Environmental
Advocates Data Request No. 021 refers to PSE's "accelerated depreciation proposal.”
As explained in PSE's Response to Public Counsel Data Request No. 292 and in the
Prefiled Direct Testimony of Ned W. Allis, Exh. NWA-1T, at pages 56 through 60, PSE
has not proposed an accelerated depreciation method. PSE proposes to adopt the
Equal Life Group ("ELG") procedure and to shorten the estimated service lives of
certain gas distribution accounts by approximately five years, using the straight-line
remaining life method. This approach increases depreciation expense relative to
currently approved rates but does not employ an accelerated depreciation method.

a. In the context of developing estimates of service lives for depreciation purposes,
the assumed service life of a gas capital asset is the same as the asset's
financial depreciation life. However, PSE notes that under the ELG procedure
proposed for gas plant, depreciation calculations are performed for sub-groups of
assets within each account based on the dispersion of individual asset lives
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around the average, rather than applying a single average service life to the
entire account as under the Average Life Group ("ALG") procedure. See Prefiled
Direct Testimony of Ned W. Allis, Exh. NWA-1T, at pages 14 through 17
(describing the ELG procedure and its differences from ALG); PSE's Response
to The Energy Project Data Request No. 007 (confirming PSE's proposal uses
ELG under the Hybrid Heat Pump-informed approach).

b. Service lives of utility assets are estimated using survivor curves for a group of
property (such as gas service lines), because individual assets within the group
experience a dispersion of service lives. The currently approved survivor curve
for gas services (FERC Account 380) is 50-R2.5, with a currently approved
average service life of 50 years. See the Second Exhibit to the Prefiled Direct
Testimony of Ned W. Allis, Exh. NWA-3, at pages 66 and 67, column (4) (existing
survivor curves for gas distribution plant).

C. PSE proposes a survivor curve of 45-R2.5 for gas services (FERC Account 380),
with a proposed average service life of 45 years, a reduction of five years from
the currently approved 50-year average service life. See Second Exhibit to the
Prefiled Direct Testimony of Ned W. Allis, Exh. NWA-3, at pages 66 and 67,
column (9) (proposed survivor curves for gas distribution plant); Prefiled Direct
Testimony of Ned W. Allis, Exh. NWA-1T, at page 11, lines 4 through 8
(describing the five-year service life reduction for mains, services, meters, and
house regulators). For additional context regarding the current and proposed
depreciation parameters for all gas plant accounts, see Attachment B to PSE's
Response to Public Counsel Data Request No. 122.

d. Confirmed. Gas service line replacement costs are capital costs and are
recorded as additions to plant in service (for the new asset) or as cost of removal
(for the retired asset), depending on the specifics of the project. See also PSE's
Response to Joint Environmental Advocates Data Request No. 008 (describing
the allocation of replacement project costs between new plant and cost of
removal).
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