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TESTIMOl\'Y OF MICHAEL J, MAJOROS, JR. 
CAUSE NO. 43526 

NORTHERN INDIANA PUBLIC SERVICE COMPANY 

Introduction 

Please state your name. 

My name is Michael J. Majoros, 1L 

By whom and in what capacity are you employed? 

I am Vice President of Snavely King Majoros O'Connor & Lee, Inc. ("Snavely King"), an 

economic consulting finn with offices at 1111 14th Street, N,W" Suite 300, Washington, 

DC 20005 

Please describe Snavely King, 

Snavely King is an economic consulting finn founded in 1970 to conduct research on a 

consulting basis into the rates, revenues, costs and economic performance of regulated finns 

and industries. Snavely King represents the interests of government age:nci.es, businesses, 

and individuals who are consumers ofte1ecom, public utility, and transportation services. 

We have a professional staff of 12 economists, accountants, engineers and cost 

analysts, Most of our work involves the development, preparation and presentation of expert 

witness testimony before Federal and state regulatory agencies. Over course of om 39-

year history, members of the finn have participated in more than 1,000 proceedings before 

almost all of the state commissions and all Federal commissions that regulate utilities or 

transportation industries. 
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Have you attached a summary of your qualifications and experience? 

Yes. My Appendix A contains a brief description of my qualifications and experience. My 

Appendix B contains a listing of my appearances before state and Federal regulatory bodies. 

At whose request are you appearing? 

I am appearing at the request of the indiana Office of Utility Consumer Counselor 

("OUCC"). 

Subject of Testimony 

What is the subject of your testimony? 

My testimony addresses matters relating to depreciation expense and depreciation studies. 

Do you have any specific experience in the field of public utility depreciation? 

Yes. Among other areas, my firm specializes in the field of public utility depreciation. in 

this regard, Snavely King's clients have ranged from consumer organizations such as 

ratepayer advocates and regulatory commission staffs to large companies such as AT&T and 

agencies such as the U.S. government. 

We have appeared as expert witnesses on depreciation issues and matters before the 

regulatory commissions of more than half of the states in the country. For example, I have 

testified in well over 100 proceedings on the subject of public utility depreciation, and 

represented various clients in several other proceedings in which depreciation was an issue 

but was settled . I have also negotiated on behalf of clients in fifteen of the Federal 

Communications Commission's ("FCC") Triennial Depreciation Represcription conferences. 

r , 
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Have you ever testified before the Indiana Utility Regulatory Commission ("IURC")? 

Yes, I have appeared before the lURC on several occasions. In fact, I testified in Cause No. 

41746, which reaffirmed this Company's current depreciation rates. 

Have you ever appeared before the Federal Energy Regulatory Conunission 
("FERC")? 

Yes, I presented testimony in two FERC proceedings: Docket Nos. RP79-12 and ER03-409 / 

ER03-666. I also prepared Comments submitted in Docket No. RM80-42 and Comments 

submitted by NASUCA in Docket No. RM02-7. 

Purpose of Testimony 

What is the purpose of your testimony? 

The OUCC asked me to review the depreciation-related testimony and exhibits of North em 

Indiana Public Service Company("NIPSCO" or "Company") witness ML John J. Spanos and 

other relevant witnesses for the Company. My testimony sets forth the results of my review 

and my independent depreciation study. The depreciation rates I am recommending result in 

a decrease to depreciation expense; by contrast, Mr. Spanos proposes an increase. 

NIPSCO's Present Depreciation Rates 

Please identify the source of NIPSCO's present depreciation rates. 

NIPSCO's present depreciation rates were established in a 1987 Order in Cause No. 38045, 

and reaffmned in September 2002 in Cause No. 41746. On January 24, 2001, the Director of 

the Commission's Division of Accounting and Finance, filed a report ("First Staff Report"), 

based upon a review of [NIPSCO's] electric rates. At the same time, the Commission 

commenced an investigation, finding that it was "incumbent upon NIPSCO to demonstrate 
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why we should not revise and reduce its rates ,,1 In that regard, NIPSCO filed a 

depreciation study conducted by Company witness Mr. Earl Robinson and in response, the 

OUCC filed my depreciation study. The Commission said: 

This is an investigation and not a rate case. The basic question is 
whether there is a need to depart from the 1987 Order, which fixed 
NIPS CO 's current rates. A careful weighing of the evidence does not 

. establish that a fair value set by us on NIPSCO's property in our 1987 
Order, or return approved thereon, or the rates based thereon, were 
unjust, unreasonable, or otherwise in violation of the applicable 
statuary and case law. 

Continuation of the depreciation rates approved in the 1987 Order is 
also supported by the evidence in this case. NIPSCO and the OUCC 
presented extensive testimony on this issue, with .NTPSCO supporting 
an increase in depreciation rates, which would have increased its 
depreciation expense by approximately $41 J million annually (Resp. 
Rebuttal Ex. BAM-2, Schedule 1) and OUCC witness Majoros 
recommending depreciation rates that would have reduced 
depreciation expense by approximately $32.6 million. In their 
proposed orders, both the Industrials and the aucc recommended 
that the depreciation rates as established by the 1987 Order be 
continued in force. That is exactly what is called for in the Settlement 
Agreement, and we find such resolution of this issue well supported 
by the evidence'" 

Summary of NIPS eo's New Depl'eciation Requests 

26 Q: Please summarize NIPSCO's new depreciation-related l'equests. 

28 

A: Mr. John Spanos conducted a study using electric and common plant balances as of 

December 31,2007, Mr, Spanos' rates produce a $160,291 ,821 depreciation expense accrual 

I September 23, 2002 Order Cause No. 41746, page L 
'Id., page 16. 
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for electric and a $35,635,829 accrual for common, all based on December 31, 2007 plant3 

These original figures did not include the depreciation expense related to the newly acquired 

Sugar Creek planl, which was incorporated into NIPSCO's rate base and revenue 

requirement in the Company's December 19, 2008 revised filing. The additional Sugar 

Creek depreciation expense, based on December 31, 2007 plant, is $5.8 million.4 

Mr. Spanos' new depreciation rates collectively result in a $20.8 million increase to 

test year depreciation expense.5 The Company is also requesting a 5-year amortization of 

$7.3 million of Sugar Creek depreciation expense deferred from December 1,2008 through 

December 31,2009 ($1,459,652 per year)6 

How did Mr. Spanos conduct his study? 

Mr. Spanos used the retirement-rate method to study interim retirements and mass property 

lives.) He used both the equal life group CELG") procedure and the life span procedure to 

calculate average lives and remaining Jives.8 He used the straight-line method and remaining 

life technique to calculate depreciation rates9 

Mr. Spanos assumed 60-61 year life spans for steam production plants, 41·51 years 

for other production plants and operating licenses for hydro plant lives.!O Mr. Spanos 

'Petitioner's Exhibit JJS-2, pp, 60 and 62. 
4 See response to OUCC Set 23-010, Attachment B. 
l See Petitioner's Exhibit LEM-3 (Revised), Adjusfment DA-2. 
6 See Petitioner's Exhibit LEM-I (Revised), p. 32. 
, Petitioner's Exhibit JJS-l, p. 10. 
'Id., pp. 12 and 16. 
'Id" p. 9. 
'0 Petitioner's Exhibit JJS-l, p.36. 
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assumed a 60 year life for the steam plant and 40 years for the combustion turbine for the 

recently acquired Sugar Creek facility, I I 

Mr. Spanos used an Inflated Future Cost Approach to study net salvage for NIPSCO's 

mass property accounts, My. Spanos used the tenninainet salvage estimates from specific 

demolition studies conducted hy Company witness Mr, Victor Ranalletta Burns & 

McDonnell ("B&M") for his lenninal net salvage estimates for NIPSCO's generation 

plants12 Although all of Mr, Ranalletta's estimates are in 2008 doliars, Mr, Spanos also 

inflated Mr, Ranalietta's 2008 cst:irmttes to develop his generating plant depreciation rates, 13 

Mr. Spanos' explicit inflation adjustments more than doubled Mr. RanalJeua's 2008 values 

from $354 million to $725 million.14 Consequently, all ofMr, Spanos' futures net salvage 

estimates incorporate inflation that has not been incurred. Finally, My. Spanos implemented 

amortization accounting for certain common and general accounts, 15 

Did Mr. Spanos reflect any of NIPS eo's plans in his depreciation rates? 

Yes, the CompanypJans to retire D,H, Mitchell and Michigan City Units 2 and 3 in the near 

future, Nei ther 0 f these units have been operational for several years, however, they have not 

yet been retired from the books. Mr. Spanos redistributed depreciation reserves 10 "assign 

sufficient depreciation reserve to each ofthese units to account for the anticipated retirement 

and the negative [tenninal]net salvage for these units as set forth in the Burns McDonnell 

" Petitioner's Exhibit JJS-l, p, 19, 
J2 Petitioner's Exhibit JJS-I, p. 15. 
13 See page 12 ofRal1illlletta Testimony and Petitioner's Exhibit JJS-2, p. 39. 
J4 Response to aucc 8-DEP,36, attached as Exhibit MJM·7, 
Il Petitioner's Exhibit 1]S·I, p. 17, 

• 
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studies such that no future depreciation expense will be assigned to these plants and the net 

book value will be zero.,,16 

General Conclusions 

What do you conclude? 

I conclude that the Commission should not approve NIPSCO's request for a depreciation 

expense increase. None of Mr. Spanos' proposed depreciation rates should be implemented 

because Mr. Spanos' depreciation proposals perpetuate the methodological flaws included in 

NIPSCO's last depreciation study. Mr. Spanos also perpetuates a myth that NIPSCO needs 

to charge exorbitant excessive amounts to current ratepayers for future cost of removal. The 

results of this myth have created a huge $892.7 million Regulatory Liability owed to 

ratepayers for future cost of removal for both electric and gas operations.17 

Based on the Company's responses to OUCC 7-DEP-030 and 23-015, it appears that 

even though NIPSCO collected this money in advance from ratepayers, Mr. Spanos did not 

recognize these advance collections in his depreciation rates, nor did NIPSCO recognize 

them as a rate base deduction. This is an egregious situation. The IURC should specifically 

recognize the advance collections as a Regulatory Liability to be deducted from rate base 

until returned to ratepayers or used for their intended purpose. 

"Id., pp. 15-16, and response to OUCC 7-DEP-29. 
17 See response to OUCC 23-023, Attachment A, p.5. Amount consists of$413.2 mlllion for electric plan!, $477.5 

million for gas plant and $1.9 million for common plant. Also see response to aucc 23-022. 
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What was your approach to determining the appropriate depreciation rates? 

I reviewed NIPSCO's filing, including Mr. Spanos' and several other Company witnesses' 

testimony and exhibits. I submitted several data requests of my own and reviewed the 

responses thereto. I conducted several independent analyses and calculations. On April 2, 

2009, OUCC's Cynthia Pruitt and Jenny Sumner, my associate Margaret Kenney and I met 

NIPSCO's Michael Meyers at its headquarters in Merrillville, Indiana. We toured the 

following Company power plants: MilcheIl, Bailly, Michigan City, and Schahfer. During 

the tour, Mr. Meyers and I updated and corrected my tour report from Cause No. 41746. 

Steam Production Plant Lives 

Are there any differences between you and Mr. Spanos regarding Steam Production 
plant lives. 

Both Mr. Spanos and I have used the life-span method for the Company's steam production 

plant accounts. The fundamental parameters are the probable retirement year estimates and 

the interim retirement rate assumptions. Interim retirements are the smaller retirements 

anticipated to occur prior to the attainment of the final retirement year. I have accepted all of 

Mr. Spanos' interim retirement assumptions. 

Have you accepted all of Mr. Spanos' probable retirement year assumptions'! 

Yes, I have accepted alI of Mr. Spanos' final retirement year assumptions. Although neither 

Mr. Spanos nor the Company could provide any support for his proposed life spans, I relied 

on my finn's National Study of U.S. Steam Generating Unit Lives - 50 MW and Greater 

("National Study"). This study, included as Exhibit MJM-I, uses analytical techniques 
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generally accepted in the utility industry and a database maintained by the U.S. Department 

of Energy. The study concludes that U.S. Steam Generating Units 50 MW or greater are 

experiencing average life spans of approximately 60 years and that these spans are 

lengthening almost on a year-to-year basis. I also relied on our similar study of Other 

Production Plant units to support Mr.Spanos' life span recommendations in that fimction. t8 

What further efforts did you make to ascertain the likely life span of NIPS eo's steam 
production units? 

As indicated earlier, a team of people and r toured all of NIPS eo's steam production plants. 

One objective of the tour was to gain a similar level of know I edge and understanding of the 

plants and their operations as Mr. Spanos obtained during his plant tour. Another objective 

was to determine if there were any visual signs which would provide infonnation as to a 

specific probable retirement year or if plant management personnel could provide any 

additional infonnation relating to Mr. Spanos' probable retirement year estimates. We 

viewed the operations of the plants and discussed routine and long-term maintenance 

practices. We also discussed the types of maintenance and modernizations typically 

conducted and planned to be conducted at each plant. Exhibit MJM-2 is a report 

summarizing our tour. 

What did you observe'? 

Only two of NIPS eo's plants were operating during our tour. As indicated, Mitchell was 

standing idle with only a few security guards and an aircraft beacon light in operation. 

Mitchell is one of the plants NIPSCO proposes to retire in the near future. It also proposes to 

" This srudy is also included in ExhibIt MJM-l. 
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charge ratepayers for the demolition of the plant. Michigan City was also idle during our 

tour. This was because the main coal conveyor had caught fire and was under repair during 

our visit. We viewed Unit 12 at Michigan City, which NIPSCO does not intend to retire 

anytime soon. We also viewed Units 2 and 3 at Michigan City, which NIPSCO intends to 

retire. Although NIPSCO intends to retire these units, it is not clear that it intends to 

demolish them since they are not obligated to do so and they are enclosed in a usable "old 

building." The overall conclusion is that these plants appear to be very well managed. Steps 

have been taken to properly maintain and modernize the plants, to improve efficiency and 

operations, and to meet environmental concerns. None of the plant management persolll1eJ 

with whom discussions were held were aware of any plans to demolish any of the plants. 

What did you conclude? 

I was troubled by NIPSCO's inability to provide a single rational reason for retiring the 

Mitchell plant. Just six months prior to shutting it down, NIPSCO's plant management told 

me that it had no plans to retire the plant. Exhibit MJM-3 is a copy of the tour report from 

my August 23, 2001 tour of NIPS CO's facilities to support my depreciation study in Cause 

No. 41746. The report confirms that at the time the Mitchell Plant managers were not aware 

of any plans to retire that plant. 

Why do you think NIPSCO took the plant out of service? 

NIPSCO may have shut down the plant initially for temporary economic reasons, but my best 

guess is that NIPSCO intended to sell the plant to the City of Gary, which would then 

demolish the plant to extend an airport runway. 

Why do you believe NIPSCO intended to sell the plant to Gary? 
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I believe this because Gary tried to acquire the plant. Jn Cause No. 42643, the City of Gary 

filed a "Petition for Valuation of Certain Utility Property and Approval of the Acquisition of 

Such Property," in an attempt to acquire the D.H. Mitchell pJant site. The City stated that it 

desired "to acquire the Mitchell Plant for the purpose of an expanded airport development, as 

well as commercial, residential and recreational development.",9 The City claimed that "it 

had a right to acquire the Mitchell Plan! and that the Commission should establish the value 

of the Mitchell Plant for the purpose of such an acquisition in accordance with its current idle 

status and taking into consideration the fact that the property will be subject to environmental 

remediation before it can be used by the City as intended. ,,20 

In testimony, the then Mayor of Gary, Scott L. King, stated that unless an agreement 

could be reached with NIPSCO regarding the acquisition of the plant, the City intended to 

exercise its right to acquire the property under eminent domain. In addition, he testified that 

the City was not willing to make a payment to NIPSCO to acquire the Mitchell Plant site, as 

it believed that the Mitchell Plant is worthless in its present condition and status2J 

Eventually the Company and Gary agreed to a Settlement wherein a third party 

transaction consultant would be retained to arrange for an insured fixed-price contract 

("lFC") for the demolition of the Mitchell Plant and environmental remediation ofthe site to 

industrial standards. Gary and NIPSCO would then work cooperatively to identify 

governmental funding and alternative funding mechanisms for the IFC. If the governmental 

,. Cause No. 42643, Dismissal Order, Issued January 18,2006, p. 3. 
z·Id. 
21 d I ., p, 4, 
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funding and alternative funding mechanisms were sufficient to cover the full cost of the IFC 

and ifNIPSCO was satisfied that no costs arising under the IFC will be borne by NlPSCO, 

its customers, its parent company or any of its affiliates, NPSCO would be obligated to 

transfer the Mitchell Plant to the City for a nominal amount22 

The OUCC opposed the settlement, stating that it "did not adequately address the 

concerns raised in the OUCC's case-in-chief about need, valuation, cost responsibility and 

whether the transfer was in the public interest.,,23 The OUCC also noted that the Settlement 

did not contain adequate assurances that the ratepayers will not ultimately bear the' costs 

associated with the transaction24 

What was the outcome of that case'! 

The Commission did not adopt the Settlement, finding instead that it was not a valid contract 

under Indiana law. 

Based on our review of the evidence presented in this Cause, and our 
review of the express terms contained in the Settlement Agreement, it 
is apparent that there are too many important details missing for the 
Settlement Agreement to be viewed as a valid and legally binding 
contract under Indiana law. The uncertain and open ended nature of 
the Settlement Agreement presented in this Cause, while perhaps 
providing the basis for ongoing discussion between the City of Gary 
and NPSCO, is far from a final agreement that can appropriately be 
considered by the Commission25 

22 rd., p. 10. 
"Id.,p.13. 
14 rd. 
25 Id., p. 19. 
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The Commission dismissed the matter without prejudice26 This does not necessarily 

mean that Gary has given up its pursuit of MitchelL The area is still ripe for development, 

and it would not be surprising if GalY and NIPSCO are still looking for a way to resolve the 

situation in Gary's favor. 

Is any oftMs problematic from a depreciation standpoint? 

Yes, Mr. Spanos proposes to include substantial future demolition costs in his depreciation 

rates for both Mitchell and Michigan City Units 2 and 3, If Gary wants to demolish the 

Mitchell plant, then Gary should demolish the plant Otherwise, NIPSCO does not intend to 

demolish either Mitchell or the Michigan City units unless the Commission approves Me. 

Spanos' proposal and forces ratepayers to incur a highly uneconomic and unnecessary cost. 

It is uneconomic because it is the ultimate sunk cost. There is absolutely no payback 

associated wi th such an expenditure,21 It is unnecessary because NIPSCO does not have any 

legal obligation to demolish the plants, That is one of the reasons it has recorded an $892. 7 

i "gUli1CUl) liabihty for cost of removaL 

What do you recommend? 

The Commission should not allow any terminal decommissioning costs in the depreciation 

rates for these plants, It would impose an unnecessary charge to ratepayers, 

26 Id" p, 21. 
21 I agree there will be some minor security and electricity savings at Mitchell, but not nearly enough to justify 

demolition, 
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NIPSCO does not have any plans to retire any of its other generating plants. This was 

evident from our tour and from the Company's response to OUCC 8-DEP-070, which I have 

attached as Exhibit MJM-4. From that perspective combined with the facts that NIPSCO 

does not have any obligation to demolish any of its plants, and in fact will not demolish 

Mitchell or the Michigan City units unless the IURC requires ratepayers to pay for the 

demolition, no terminal demolition costs should be allowed. 

At a minimum, the tenninal decommissioning costs should be stated at no more than 

their 2008 present value per Mr. Ranalletta, not the inflated values proposed by Mr. Spanos. 

Later in my testimony, I will provide a more detailed discussion of the impropriety of 

charging current ratepayers for un-incurred future inflation. 

Transmission and Distribution Plant Lives 

How did Mr. Spanos study the Transmission and Distribution Plant accounts? 

Mr. Spanos used the retirement rate actuarial method. 

What is your approach? 

J studied all of the accounts using both the retirement rate method and the Geometric Mean 

Turnover analyses in order to test and corroborate Mr. Spanos' proposals. 

Do you agree with aU of Mr. Spanos' proposals? 

No, I disagree with several of Mr. Spanos' proposals. In each case, he is proposing a life 

which is too short, thus overstating the resulting depreciation expense. 



Public's Exhibit No, 7 
Cause No. 43526 

Page 15 of40 

Q: What are your disagreements? 

2 A: The following summarizes the disagreements regarding the Tnmslmis:sion and 

3 Distribution accounts. 

4 Transmission and Distribution Differences 

Account S~anos Majoros 
355 Poles and Fixtures 50R2 56 SO 
356 OH Conductors & Devices 55 R2,5 75 Ll.5 
369.2 Underground Services 50 S2.5 63 SLS 
370.1 Customer Metering Stations 38 R2 58 LO,5 
370,2 Meters 3201 3802 
373 Street Lighting & Signals 30 RI 4102 

5 

6 Q: Are you proposing your recommended lives to the Commission? 

7 A: No. As unusual is it sounds, I am not proposing my recommended lives in this case. That is 

8 because the and net salvage issues are so large in terms of dollars, I do not want to be 

9 accused of piling on with additional reductions due to these life differences. 

10 General Plant Lives 

II Q; Are there any differences between Mr. Spanos and you in the General Plant function? 

12 A: I have accepted all ofMr. Spanos' proposals in the General Plant function. 

13 Equal Life Grou~ 

14 Q: Would you please explain Mr. Spanos' proposal regarding ELG? 

15 A: Yes. Mr. Spanos is proposing to adopt and retroactively apply the equal life group procedure 

16 to all vintages. This represents a significant procedural change to NlPSCO's depreciation 

17 rates, and suggests that the past procedure was incorrect Consequent! y, Mr. Spanos has the 

18 burden of demonstrating that his procedural change is required and that retroactive 
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on my experience, the OUCC does not have 

any specific burden to demonstrate that the current procedure should be continued, 

NIPSCO's current depreciation rates were calculated using the average life group procedure 

("ALG"), also called the average service life CASL") procedure28 

Please explain the ALG procedure. 

TIle ALG procedure develops a single av,:ra,<e depreciation rate which can be applied 

without chimg;c over the entire life of an account. example, assume the av,:ral4e 

life for Poles is estimated 10 be thirty years, The ALG procedure would result in a 

percent depreciation rate (1/30) designed to recover the entire investment in Poles, i.e" those 

retired prior to the attainment of the thirty year average service life as well as those in service 

beyond the thirty year average service life, 

Why does Mr. Spanos object to continuing the ALG procedure? 

1 believe that Mr. Spanos would admit that the fundamental assumption under ALG is 

recovery, Consequently, I assume Mr, Spanos' primary challenge to the ALG procedure is 

the averaging explicitly reflected in its use, the assumption that over recovery of assets 

retired beyond the average service life of the group will offset underrecoveryof assets retired 

before the average service life of the group, This is an undeniable assumption in the ALG 

procedure, In the example above, ALG depreciation would assume that the under recoveries 

would be offset by over recoveries of Poles living well beyond the average service life, But, 

again the fundamental assumption under is full recovery, 

28 See Response to avec lO-DEP-076 and 23-12, 
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The ELG procedure is a more precise application of the same life and retirement pattern 

assumed in the procedure. The ELG procedure statistically disaggregates the 

anticipated retirements within vintages and then effectively establishes a multitude of 

separate individual depreciation rates for each of the various individual life groups. In the 

Poles example, separate rales would be established for the retirements anticipated to be 

incurred each year. 

If ELG is a more precise procedure than ALG, is ELG also morc susceptible to error 

than ALG? 

Yes, in my opinion, is more susceptible to enor than ALG. 

Why is ELG more susceptible to error than ALG? 

First, ELG requires annual depreciation rate changes whereas ALG does not. Furthermore, 

due to its precision, ELG is more susceptible to enors resulting from forecasting 

inaccurdcles. 

Would you summarize the pros and cons regarding ELG and ALG? 

Yes. From a theoretical standpoint ELG has the benefit of being based on the assumption of 

a more precise cost allocation assuming perfect foresight. On the other hand, ELG requires 

annual depreciation rate changes and produces precisely the wrong answer as a of 

forecasting inaccuracies. ALG has the benefit of a constant depreciation rate, and also in my 

opinion, a higher probability of producing a conect overall result notwithstanding forecasting 

inaccuracies. In my opinion, there is no downside risk to the use of ALG, whereas ELG 

presents significant downside risk, all of which is borne by ratepayers. 
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assume full recovery. This Commission must 

decide, therefore, whether the benefits of ELG are sufficient to adopt its use. From a 

theoretical standpoint, ELG has some theoretical merit but so does ALG. From a practical 

standpoint, ELG will produce a signiticant depreciation expense increase, merely from the 

adoption and retroactive application of an unnecessary procedure change. 

Do you recommend that ELG be adopted? 

No. There are negative aspects to the adoption of ELG and it is not necessary. 

Does the USoA require the use of ELG? 

No, the USoA does not even mention ELG. 

The IURC has approved ELG for other companies. If the Commission were to adopt 
ELG for NIPSCO, do you agree with Mr. Spanos' implementation proposal? 

No. Mr. Spanos proposes to retroactively apply ELG to all prior vintages of plant in a 

composite calculation, and then use the resulting ELG-based composite remaining life in a 

remaining life rate calculation. This is an incorrect approach to the adoption of ELG and 

creates an inappropriate, excessive and abrupt increase to depreciation expense29 in this 

proceeding, the change would be an abrupt S24.1 million increase. Exhibit MJM-6 shows 

the difference in Mr. Spanos' depreciation expense caused by his retroactive application of 

ELG. 

Why does a retroactive application ofELG cause an abrupt $24.1 million increase to 
depreciation expense? 

29 Exhibit MJM-5 is a copy of certain emails between Mr. Spanos and the Company. Based on these, I conclude that 
Mr. Spanos may have applied ELG only as an afterthought, but he specifically recognized the "big jump" that 
ELG caused. 



A: 

2 

3 

4 

5 

6 

7 Q: 
8 

9 A: 

10 

11 

12 

13 

14 

15 

16 

17 Q: 
18 

19 A: 

20 

21 

22 

Public's Exhibit No.7 
Cause No. 43526 

Page 19 of 40 

The abrupt $24.1 million depreciation expense increase is caused primarily by the fact that 

NIPSCO has never used ELG in the past. Had NIPSCO always used ELG, its recorded book 

reserve would now be substantially higher as a result of the use of higher depreciation rates 

in the past. That is because ELG produces a pattern of depreciation rates very similar in 

appearance to accelerated depreciation; sum-of-the-years-digits or double-declining balance, 

for example. 

Please explain why the recorded book reserve is relevant to Mr. Spanos' retroactive 
application of ELG. 

In addition to proposing ELG, Mr. Spanos is also proposing remaining life depreciation. 

Based on my experience in several cases in which Mr. Spanos was also involved, I know he 

is aware that the depreciation reserve level is a critical element in the calculation of 

remaining life rate. The higher the reserve, the lower the depreciation rate; conversely the 

lower the reserve, the higher the depreciation rate. 

Mr. Spanos' retroactive application ofELG to all prior vintages produces a composite 

remaining life for those vintages which is inconsistent with past ALG depreciation rates and 

therefore inconsistent with NIPSCO's current book depreciation reserve levels. 

What is the practical consequence of Mr. Spanos' retroactive application ofELG to all 
prior vintages? 

The practical consequence is that Mr. Spanos' retroactive application of ELG creates a 

significant but fictitious depreciation reserve deficiency resulting merely from an 

unnecessary change to a depreciation grouping procedure. Once a fictitious reserve 

deficiency is created, Mr. Spanos' use of the remaining life technique accelerates 
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amortization of the fictitious reserve deficiency. The amortization of the fictitious reserve 

deficiency causes the abrupt $24. J million depreciation expense increase. 

What is the correct way to adopt ELG? 

The most weJl known application of the ELG procedure was in the telecommunications 

industry. Many FCC subject companies made similar proposals for retroactive application of 

ELG, and all were summarily rejected. They were rejected due to the reserve situations 

described above. The FCC recognized that creates a spike in revenue requirements just 

as Mr. Spanos' proposal does in this proceeding. The FCC's initial approach to ELG 

implementation was to allow it only on a going forward vintage basis and furthennore 

phased-in by groups of accounts over a of years. At one point, the FCC was allowing 

implementation of ELG by applying it to one-half of the gross additions for the year 

immediately following the study date. For example, if a study was dated December 31, 1990, 

ELG would be allowed on one-half of the estimated 1991 additions. That practice was 

abandoned and any carrier subsequently applying for would not see its effects until its 

study actually contained ELG vintages. For example, was approved as a result of a 

1990 study, the first ELG vintage would be 1991. The Company would receive the benefit 

either in its next regularly scheduled depreciation study or in a technical update. 

If ELG is approved, what do Yllu recommend? 

IfELG is approved, I recommend that it not be applied retroactively. IfELG is approved, I 

recommend that the FCC's approach adopted, the first vintage would be 2008 

for the purposes of the next depreciation study. Otherwise, the Commission must abandon 

the remaining-life technique. That is hecause the remaining life for prior vintages will 
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be inconsistent with the Commission-approved procedures applied to those vintages. The 

result of the remaining life technique will be a punishment in the form of an unnecessary 

increase to current ratepayers for using an approved procedure in the past. I also recommend 

that NIPSCO be required to file depreciation studies everythIee (3) years to ensure that the 

rates are properly managed. 

Mr. Spanos' Cost of Removal Proposals 

Please explain "cost of removal." 

The cost of providing utility service includes not only the costs of installing and operating 

utility plant, but also removing that plant where appropriate at the end of its useful life. 

Therefore, one of the components of a public utility depreciation rate is a current estimate of 

future cost of removal (or negative net salvage). This estimate is typically expressed as a 

ratio that is applied to the current plant balance to provide an estimate of the future cost of 

removaL 111is future cost is, in tum, charged to depreciation expense on II straight-line basis 

over the remaining life of the plant, just as the depreciation of plant investment is charged to 

expense. A cost of removal or negative net salvage ratio increases the overall depreciable 

cost base because it allocates a portion ofllie estimated future removal cost to each year 

the service life. This process by definition, accrual accounting. 

Do you object to this process? 

No, I do not object to this process if properly applied. 

If you are not raising any objection to the general process offorecastingfuture costs of 
removal or net salvage, what does your testimony address and how is it different than 
what NIPSCO proposes? 
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My testimony focuses on the inclusion of future inflation in the cos! of removal estimates. 

To that end, my discussion addresses accrual accounting, matching and intergenerational 

equity principles. I will provide a simple and straight-forward example demonstrating that 

the present value approach is the approach most consistent with these principles because it 

properly matches inflation expense to the periods incurred and eliminates the 

intergenerational inequity inherent in Mr. Spanos' approach. In other words, I have accepted 

Mr. Spanos' future cost of removal proposals at their face values. I have merely expressed 

them at their present value so current ratepayers will not be charged for future inflation that 

has not been incurred. 

Both my approach and ML Spanos' approach would recover the same total amounts 

for plant in service today that will likely be removed from service twenty years from now. 

My approach would achieve the same straight-line pattern as Mr. Spanos' approach for 

recovery of the original plant investment. Both approaches would also achieve the same 

str!ligllt-line pattern for the present value of the estimated net ."Iv~c'''' costs that will be 

inr,nnrf'A in 2029.)0 The only difference is the cost recovery pattern for the future inflation 

costs; I would have the annual amounts increase during the twenty-year period to reflect the 

effects of inflation (and pennit NIPSCO customers to pay in inflated dollars), while Mr. 

Spanos would allocate the future inflation costs on a straight-line basis, an outcome that 

assigr!s a disproportionate share of those costs to current ratepayers. 

How did MI", Spanos arrive at his net salvage or future cost of removal proposals? 

30 For example, Mr. Ranalletta's 2008 estimates rather than Mr. Spanos' inflated estimates. 
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For the generating plant accounts, Mr. Spanos inflated Mr. Ranalletta's estimates as 

discussed previously. Exhibit MJM-7 shows Mr. Spanos' inflation adjustments to Mr. 

Ranalletta's 2008 demolition cost estimates. the mass property accounts, Mr. Spanos 

conducted a "traditional" historical net salvage analysis to estimate future net salvage ratios 

for each account. This is the same sort of analysis that I have been objecting to before the 

. Public Service Commissions for many years now. 

Why do yOIl object to Mr. Spanos' net salvage approach? 

Mr. Spanos' approach is front-loaded in its treatment offuture inflation costs. It increases 

the current estimate of future costs of removal for a substantial amount of future inflation. In 

other words, Mr. Spanos' approach charges current ratepayers on an undiscounted basis for 

future inflation, as described above. Mr. Spanos justifies this approach by claiming that 

charging current ratepayers for un-mcurred future inflation is "accrual accounting." I 

disagree. Accrual accounting consists of matching costs to the periods in which !bey are 

incurred. Mr. Spanos' approach fails that fundamental test by front loading future inflation. 

That is why GAAP specifically precludes his approachY 

JI For example, SFAS No. 143 requires !hat any legitimate future removal cost be expressed at its fair present value. 
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Why does Mr. Spanos' approach result in inflated future cost of removal estimates for 

NIPS eo's mass property accounts? 

Mr, Spanos bases his mass property approach on the relationship of current cost of removal 

expenditures in today's dollars versus the original cost of the plant being retired, calculating 

a ratio of current cost of removal (in loday's dollars) to original cost of plant (in historical 

dollars). A substantial part of the current cost of removal represents past inflation 

experienced during the period (often decades) between when the plant was first put in service 

and when the removal costs were incurred. He then applies that ratio to today's plant 

balances to project the future cost of removaL In this way, Mr. Spanos' calculation 

extrapolates into the future all of the past inflation rather than the small portion actually 

experienced during 2007,just as his explicit inflation adjustments increase Mr. Ranalletta's 

2008 present value demolition cost estimates. 

Does Mr. Spanos agree that his approach compares historical plant retirement dollars 

with current cost of removal and gross salvage doUars and thus results in an estimate 

which incorporates an assumed level of future inflation? 

Allhough he does not explicitly say so, he agrees,J2 

What is the effect of Mr. Spanos' approach? 

Mr, Spanos' inflated future cost of removal rates result in a $27.0 million annual charge for 

future costs of removal versus the $9.3 million NIPSCO incurs on averageD This type of 

difference is largely responsible for the $892.7 million cost of removal regulatory liability the 

32 Response to OUCC Sot 8 DEP 052 and 053. 
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1 Company reports in its Annual 10-K Report34 In otber words, as of December 31, 2008, 

2 NIPSCO has collected almost $892.7 million more from ratepayers tban it has spent on 

3 actual CDst of removal. 

4 As shown in the table below, this regulatory liability has increased each year since 

5 2006. Tbis growth is almost entirely attributable to future inflation costs. 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

NIPSCO Regulatorv Liabilitv for Cost of Removal35 

Year Electric Gas Common Total 

2006 • $ 418,739,525 $ 366,376,850 $ 2,220,135 $ 787,336,509 .... 
2007 381670,920 446,347,571 2,027,084 830,045,576 
2008 413,1}9,77 4 477,533,747 1,946,950 892,660,471 

Accrual Accounting 

Q: What is accrual accounting? 

A: Accrual accounting recognizes or matches revenue to the periods earned and expenses to !he.' 

periods incurred. Accrual accounting is the foundation of generally accepted accounting 

principles ("GAAP"). The directives issued by the Financial Accounting Standards Board 

(FASB), such as SFAS No. 143 and FIN 47 set forth GAAP. 

Q: What is cash basis accounting? 

A: Cash basis accounting recognizes revenues and CXl3cnses when received or disbursed rather 

!han when earned or incurred. 

l3 Response to OUCC Set 10 DEP 095 and OUCC Set 7·DEp·OI9, Attachment A. 
34 See response to ovec Sel 23·023, Attachment A, p. 5. Amount is total NIPSCO portion of NiSource regulatory 

liability. 
JS 2006 and 2007 data from response to OVCC Set 10 DEP·088. 2008 data from response to OUCC Set 23-023. 
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Not to the extent it charges current ratepayers for the costs of future inflation that may not be 

incurred for years, decades or at all. Accrual accounting would match those future inflation 

costs to the ratepayers taking utility service at the time the inflation is incurred. Mr. Spanos' 

approach does not match inflation costs to the periods incurred. 

Do the relatively recent pronouncements of the Financial Accounting Standards Board 

provide any useful guidance on these questions? 

1 believe they do, even if the questions are arising here in a raternaking proceeding and the 

FASB pronouncements apply most directly to financial reporting requirements. But the 

underlying principles of achieving appropriate "matching" through accrual accounting do not 

change whether they arise in a ratemaking or financial reporting setting. 

Mr. Spanos is no doubt familiar with the accounting prescribed in SFAS No. 143 and 

FIN 47, which constitute GAAP. SFAS No. 143 was adopted to establish accounting 

standards for recognition and measurement of a liability for an asset retirement obligation 

and any associated asset retirement cost36 NIPS CO now estimates the "fair value" of its 

estimated future retirement costs for financial reporting purposes. SF AS 143 provides that 

where there are no quoted market prices to use for such estimating purposes, a "present 

value" technique is often the best available substitute.37 This present value technique 

prescribed in SFAS 143 directs the discounting of the estimated future cash flows using 

"credit-adjusted risk-free rate." 

]6 SFAS No. 143, ~ 1. 
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NIPSCO may argue that the Commission should not rely on SF AS No, 143 or FIN 47 

for pwposes of decidingratemaking issues, For pwposes of deciding what approach is most 

consistent with principles of accrual accounting, however, 1 believe there is no better source 

than SFAS 143 and the other F ASB pronouncements that are, after all, the embodiment of 

GAAP, 

Under SF AS 143, companies are not required to report the absolute future value of 

removal cosls, but rather a "present value" of those future costs, For financial reporting 

purposes, this better enables investors to assess a company's future assel retirement 

obligations, For ratemaking, it serves a different purpose - using a present value calculation 

of the future costs of removal ensures that the future removal cost expenditure is measured in 

a way that achieves a fair and correct approach to charge future inflation to customers during 

an accounting period, My approach treats the test year as the relevant accounting period, 

It's important to be dear about this, Utilities have in the past characterized my 

recommendation of the present value approach as seeking 10 have Commissions adopt SFAS 

143 for ratemaking purposes when, in fact, it was adopted for financial repOlting purposes, I 

am not asking the Commission to adopt SF AS 143 for ratemaking purposes, However, for 

purposes of developing an appropriate estimate of the amount of future removal costs to 

include in today's rates, the underlying principle is consistency with acerual accounting as set 

forth in GAAP (of which SFAS is a part), whether the estimate is to be used for financial 

reporting pwposes or for establishing a reasonable rate under cost-of-service ratemaking, 

37 SFAS No. 143, ~ 8, 
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The amount that should be charged to the accounting period is an appropriate share of the 

present value of the future obligation, The Commission may choose to use something other 

than the "credit-adjusted risk-free rate" described in SPAS No, 143 for calculating the 

present value of the future obligation, but the underlying principle of accrual accounting 

remams, In ratemaking, the accounting period is the test year, not the remaining life of the 

plant 

Can you demonstrate that using the present value approach constitutes accrual 

accounting and that Mr. Spanos' approach does not constitute accrual accounting? 

Yes, Exhibit MJM-8 is a chart I designed to demonstrate those facts, It is a simple single 

asset example comparing !vIr. Spanos' approach to collecting future inflation versus the 

present value accrual approach, As you can see, both Mr. Spanos' approach and the present 

value approach accumulate the same total amount for future removal costs by the end of the 

asset's life, The difference is the rate of collection for future inflation costs, The present 

value approach matches inflation to the periods incurred, Mr, Spanos' approach front-loads 

future inflation costs into current periods, and by doing so overcharges ratepayers in the early 

years and undercharges ratepayers in the later years, This flies in the face of the 

"intergenerational equity" and accrual accounting concepts; it stands them on their heads, 

TIle front-loading element of this approach is also why NIPS CO has an $892,7 million 

regulatory liability for GAAP purposes, 

Is your example intended to show rate base effects? 

No, the example demonstrates that accrual accounting matches inflation to the periods 

incurred, Rate base is irrelevant to that demonstration, 
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Is there any economic rationale that supports matching future inflatioll to the periods 
incurred? 

Yes, the inflation-related portion of the future removal cost will be paid for with cheaper 

dollars in future years. In temlS of nominal dollars, the amount paid appears higher, but in 

real (that is, inflation-adjusted) dollars, the same amount is paid now and in the future, all 

else equal. When it comes to future inflation costs, "straight-line" recovery should be 

measured in real dollars, not nominal dollars. 

Is Mr_ Spanos' approach required under the Uniform System of Accounts ("USoA")'? 

No, nothing in the USoA requires depreciation rates to be based on inflated future costs, or to 

collect from today's ratepayers the costs of inflation that will not be experienced for years or 

even decades to come. 

Will ratepayers be harmed by Mr. Spanos' approach? 

Yes. NIPSCO's ratepayers have to date paid in total $892,7 million more than the 

Company's actual cost of removal, with a substantial portion of that amount representing 

inflation costs that will not be incurred for years or decades to come. This is the effect ofthe 

16 Company's long-tenn use of the same approach Mr. Spanos is proposing in these cases. 

17 Removing Inflation - J:3etter Aligning Mr. Spanos' Approach with Accrual Accounting 

18 Q: What adjustment is neccssary to correct the flaw rcsulting from the mismatch of 

19 current removal dollars to historical retirement dollars? 

20 A: In order to develop the current dollars needed to cover the future cost of removal, it is 

21 necessary to calculate the present value ofMr. Spanos' estimated future costs. The estimated 

future costs should be discounted to their present value using Mr. Spanos' proposed 

23 remaining lives and a reasonable estimate of the future inflation incorporated into his 
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estimates. In this case, I recommend using the ALG remaining lives Mr. Spanos has 

provided in response to aucc Set 7 DEP-31, as opposed to the remaining lives he 

proposes. 

Would discounting Mr. Spanos' cost of removal proposals back to present value better 
align his proposals with accrual accounting? 

Yes, the costs would be correctly matched to future periods. Ratepayers in 2009 would bear 

the costs of2009 inflation, but not inflation costs that will not be incurred until 2019, 2029, 

or even further into the future. 

What do you recommend? 

I recommend discounting all ofMr. Spanos' inHated future cost of removal estimates to their 

present values. 

Have you properly calculated future net salvage ratios on a present value basis? 

Yes, I have used Mr. Ranaletta's 2008 values, as shown in Exhibit MJM-7 for production 

plant accounts. Exhibit MJM-9, Schedule 3 contains calculations for the mass property 

accounts. I removed the inflation from each of Mr. Spanos' estimates. Using the Handy-

Whitman Index for the North Central region, I measured the inflation incurred from 1984 to 

2007, Le., the 24 years Mr. Spanos included in his net salvage studies. I used the Handy 

Whitman indieation to discount his proposals. All of these calculations take into account my 

previous recommendation to reject the unnecessary switch to ELO. 
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How do you propose to treat inflation that will occur between now and the next time 

the Commission reviews the Company's depreciation rates? 

Given the over-collected status of the Company's regulatory liability for cost of removal, the 

Commission could determine that no such adjustment is necessary and any shortfall in the 

amounts collected in the next several years is already more than covered by the existing 

reserves. 

However, if the Commission wishes to make an adjustment to reflect CtUTent inflation 

it could do so quite easily. The Commission could direct NJPSCO to file annual schedules 

reflecting an increase consistent with current intlation, and the intlation adjustment would be 

made annually between rate cases. Alternatively, the adjustment could be made each time 

NIPSCO files for new depreciation rates. 

IURC Should Recognize Regulatory Liability for Cost of Removal 

Please explain the regulatory liability for cost of removal. 

To date NIPS CO has collected $892.7 million more than it has actually spent for future cost 

ofremoval. J8 It has collected this excess because prior depreciation rates front-loaded Ull-

incurred future innation, just as Mr. Spanos is proposing in this proceeding. Luckily SPAS 

No. 143 requires NIPSCO to report this as a Regulatory Liability in its reports to 

shareholders and the SEC. 

J8 See response to avec Set 23-023, Attachment A, p. 5. Amount consists of$413.2 million for electric planl, 
$477.5 million for gas planl and $1.9 million for common plant. Also see response to avec 23-022. 
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Did Mr. Spanos or any other NIPCSO witness identify the $892.7 million Regulatory 
Liability in its filing before the IURC? 

No, although NIPSCO has infonned its shareholders that it has this Regulatory Liability 

4 (refundable obligation to ratepayers) for the excess collections, neither Mr. Spanos nor any 

5 other Company witness revealed the Regulatory Liability in this filing. 

6 Q: 
7 

8 A: 

Why is it necessary for this Commission to officially recognize the Regulatory 
Liability? 

The IURC should recognize officially the $892.7 million Regulatory Liability for the excess 

9 cost of removal for several reasons, but primarily because ifit does not, NlPSCO is likely to 

10 eventually take the excessive collections over and above its actual cost of removal 

11 expenditures into income. Ratepayers will lose and NIPSCO will gain this money. I 

12 cannot think of any outcome that is more anathema to the letter and spirit of regulatory 

13 ratemaking. 

14 Q; Why is Regulatory Liability treatment required? 

15 A: NIPSCO and virtually all other utilities consider amounts in accumulated depreciation, even 

16 excessive amounts, to be their money, i.e. capital recovery, with no refund obligation. It is 

17 certainly fair and reasonable for any Commission to reccgnize excessive cost of removal 

18 collections as a refundable Regulatory Liability until the utility spends them on their intended 

19 purpose. 

20 Until the IURC provides it, there is no regulatory recognition of the liability; and 

21 there is no provision for a refund to ratepayers ifNIPSCO does not spend the ccst of removal 

22 amounts for the intended purpose. 
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In other words, nothing holds NlPSCO directly accountable for these excess 

collections from a regulatory standpoint NIPSCO failed to mention the Regulatory Liability 

in its depreciation study and this case in generaL Experience indicates that it is !:lig!)Jy 

unlikely that these amounts will be spent for cost of removal in the magnitude they have been 

collected, Furthermore, even if it was highly probable that NlPSCO would spend all this 

money for cost of removal, it is fair and reasonable for the IURC to recognize the ratepayers' 

security interest in monies until spent on their intended purpose. Otherwise, the money 

is at risk. 

Are there any practical reasons why the IURC should officially recognize the 
Regulatory Liability? 

Yes, As I explained earlier, the book depreciation reserve level is an important factor the 

calculation of remaining life depreciation rates; the lower the reserve, the higher the resulting 

depreciation rate, Originally, my assumption was that NIPSCO had included excess cost of 

removal collections in its book reserve and merely reclassified them to a Regulatory Liability 

for GAAP accounting purposes. Under those circumstances, I would have recommended that 

the Commission order NIPSCO to also reclassify the excess collections from accumulated 

depreciation to account Other Regulatory Liabilities for ratemaking and regulatory 

reporting purposes. 

What is different about NIPSCO's case? 

According to two data responses addressing and attempting to clarify the issue, 1 conclude 

that NIPSCO reclassified the excess collections out of accumulated depreciation to the 

Regulatory Liability account for GAAP purposes but may not have put them back to 
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accumulated depreciation for ratemaking purposes. Furthermore, Mr. Spanos may not have 

included these amounts in the reserves he used to calculate depreciation rates. That means 

that his depreciation rales may not have even recognized the excess collections. Exhibit 

MJM -10 contains the data responses that support this conclusion, although we are continuing 

our investigation and this portion of my testimony may be supplemented if further discovery 

confirms this fact. Normal remaining life depreciation would ensure that at least some part 

of the excess would be flowed back each year in the form of a lower depreciation rate, and 

rate base would be lower to the extent that all the money is not yet returned. Not only are 

ratepayers paying too much depreciation, NIPSCO's rate base is significantly overstated. 

Please explain the GAAP Regulatory Liability issue. 

As I explained earlier, SF AS No. 143 addresses asset retirement obligations ("AROs") 

associated with long-lived plant. Vihen a company has a legal ARO, SFAS No. 143 requires 

capitalization of the discounted fair value of the liability and depreciation as a component of 

the original asset cost. If it is determined, upon implementation that a regulated utility has 

already collected too much depreciation relating to the legal ARO, the utility must report the 

excess as a Regulatory Liability.39 

In addition, if a utility does not have a legal obligation to incur asset retirement 

costs, even though it has previously collected money embedded in depreciation rates40
, SF AS 

No. 143 (and the SEC) also requires reporting of that excess as a Regulatory Liability.41 In 

"SFAS No, 143, 
4. FERC defined !hese amounts as "non-legal AROs" meaning that the utjlilies do nol have actual legal obligations to 

incur the costs. 
41 ld., paragrapb R73, 



2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 
13 
14 
15 

16 

17 
18 
19 
20 
21 
22 
23 
24 
25 
26 

Q: 

A: 

Public's Exhibit No, 7 
Cause No. 43526 

0£40 

other words, if a regulated utility has collected future cost of removal in its depreciation 

rates, but does not and never will have a legal obligation to spend the money; it must 

segregate these excesses and report them as a Regulatory Liability.42 As a result, SPAS No. 

143 identified and highlighted NIPSCO's (and other utilities') prior excess collections for 

future cost of removaL 

How does GAAP define a Regulatory Liability? 

SPAS No. 71 Accounting forthe Effects of Certain Types of Regulation defines regulatory 

liabilities from a Ul"I,fi.r perspective. I have summarized Paragrsph 11, below, It provides 

the GAAP definition of a Regulatory Liability. Please pay particular attention to paragraphs 

11 and 11.b. 

SF AS No. 71 - Regulatory Liabilities'3 

11. Rate actions of a regulator can impose a liability on a 
regulated enterprise, Such liabilities are usually obligations to 
the enterprise's customers. The following arc the usual ways in 
which liabilities can be imposed and the reSUlting accounting: 

a, A regulator may require tefunds to customers. 

b, A regulator can provide current rates intended to recover 
costs that are expected to be incurred in the future with 
the understanding that if those costs are not incurred 
future rates will be reduced by corresponding amounts. 
If current rates are intended to recover such costs and 
regulator requires the enterprise to remain accountable 
for any amounts charged pursuant to such rates not 
yet expended for !be intended purpose, the enterprise 
shall not recognize as revenues amounts charged 
pursuant to such rates. Those amounts shall be 

"Jd" paragraph B.73, 
43 SFAS No, 71, paragraph 11, Only the first sentence of each subparagraph is included, 
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recognized as liabilities and taken to income only when 
associated costs are incurred. 

c. A regulator can require that a gain or other reduction of 
net allowable costs be given to customers over future 
periods .... 

Does NIPSCO agree that its collections for non-legal AROs result in a Regulatory 

Liability? 

No, OVCC posed that question in DR ] 0-097. NIPSCO responded that "NIPSCO does not 

agree that this constitutes a regulatory liability for regulatory purposes Indiana," and 

"NIPS CO does not agree that this amount is a refundable obligation to ralepayers.,,44 

What do you recommend? 

These amounts are dollars already collected from ratepayers for future cost of removal. 

There is no reason that the utility sbould be entitled 10 keep these dollars if it turns out they 

are never spent on their intended purpose, i.e., future costs of removal. It is obvious that the 

funds represent a refundable liability to ratepayers until spent on their intended purpose. 

Now that SFAS No. 143 has identified them, they should be recognized as the Regulatory 

Liability they are. 

The ouec believes that the IURC should specificallyrecogpi:;;:ethat NIPSCO has an 

$892.7 million Regulatory Liability for these amounts. This will result in equivalent GAAP 

and regulatory accumulated depreciation and Regulatory Liability amounts for "non-legal" 

cost ofremoval 45 NIPSeO's $892.7 million collection is a substantial amount of money. 

44 Response to OVCC IO-DEP-on 
4l The phrase "non· legal" emanates from the FERC's Order No. 631. It is used to distinguish legally required asset 
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By defmition, the Company has collected but not spent $892.7 million for cost of removaL 

the Commission should protect this amount in USoA account 254-0ther 

Regulatory Liabilities. Without this protection, current and future ratepayers face the strong 

possibility ofiosing substantial prepaid funds they have submitted to the Company for future 

cost of removal. 

Q: Wby is it necessary that the IURC specifically protect these amounts on behalf of 
ratepayers? 

A: Only the lURC has the ability and authority to protect the amounts. If the lURC does not 

exercise its authority in this area, the excess collections will remain unprotected and subject 

to loss by ratepayers. The ratepayers' loss will be NIPSCO's gain - dollar for dollar. 

Q: Does NIPSCO believe that its shareholders own the $892.7 million? 

A: Yes, it does. NIPSCO considers every penny of the $892.7 million to be shareholders' 

capital, even though it did not incur the cost. The money is clearly at risk. 

Q: Do you have any recent evidence to corroborate the money is at risk? 

A: Yes, the telephone industry look $11.5 billion of its excess collections into equity when 

alternative regulation was adopted. Furthermore, there is a major accounting change on its 

way that may put the $892.7 million into further jeopardy. Exhibit MJM-J 1 contains two 

recent articles from the Public Utilities Fortnightly.40 The first article is by Mr. Ferguson 

who is a depreciation witness that regularly testifies on behalf of utilities and regularly 

advocates that they continue to collect the excess cost of removal I have discussed. In 

retirement obligations ("AROs") from those which lead to the cost of removal Regulatory Liability discussed above. 
Importantly, the "non-legal" should not be construed to imply any "illegality." 

46 John Ferguson, "FiXing DeprecIation Accounting", Public Utility Fortnightly, October 2008, pp, 16-20 and Scott 
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November 2008, Mr. Ferguson expressed his true sentiments: he proposes that when these 

companies move to a new set of accounting standards, International Financial reporting 

Standards ("IFRS") the utilities should transfer the regulatory liabilities to their equity 

accounts. In Ihe second article, Mr. Hartman from the accounting firm of Emst & Young 

says the same thing. 

Is IFRS something new? 

The accounting profession and the SEC have been considering a switch from GAAP to IFRS 

for some time. 

What will be the effect? 

In my opinion, what GAAP has broughl- Le., identification ofthe SFAS No. 143 Regulatory 

Liability - IFRS will take away by transferring it to equity. 

But won 'I that be merely for financial purposes? 

Once that money is taken mto income, there is no longer any remedy for ratepayers. In my 

non-legal opinion, NIPSCO will consider any regulatory attempt in the future to recover the 

money, whether through depreciation or otherwise, as a "taking" of property or "confiscation 

of capital," and they will point to the world's accounting profession as authoritative 

recognition of the amount as "their" money. 

Hartman, "Ready for !FRS?", Public Utility Fortnightly, January 2009, pp. 10-16. 
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Yes, Exhibit MJM-12 is NIPSCO's response to OVCC 20-001 in which it states "The 

adoption ofiFRS will be managed by the NiSource Accounting Research Department" 

Have any other Commissions recognized non-legal AROs as a Regulatory Liability? 

Yes. Recently, in Docket No. A.04-12-014, involving Southern California Edison Company, 

the California Public Utilities Commission specificaJlyrecognized that Company's non-legal 

ARO collections as a Regulatory Liability. 

Summary 

Ha ve you summarized your recommendations? 

Yes. Exhibit MJM-9, Schedules I and 2 show my recommended depreciation rates. These 

were calculated as of December 31, 2007 consistent with Mr. Spanos' calculations. In 

addition, I have calculated depreciation rates for the new Sugar Creek plant. Because I did 

not have the data necessary to calculate remaining life rates for Sugar Creek, I have 

calculated whole-life rates, using 60 years for steam production and 40 years for other 

production and the present value of Mr. Spanos' proposed net salvage estimates. The table 

below compares my annual accruals with those proposed by Mr. Spanos. 

Electric Common Sugar Creek Total 

NIPSCO Proposed47 $ 160,291,823 $ 35,635,828 $ 5,823,487 $ 201,751,138 
OVCC Recommended4s 106,687,713 35,321,386 ... 2.677,388 144,686,487 
Decrease $ 53,604,110 $ 314,442 $ 3,146,099 $ 57,064,651 

17 See calculations provided in response to OUCC Set 7 DEP-019. Sugar Creek amount calculated using Spanos 
rates and original cost provided in response to OUCC Set 23·010. 

4$ Exhibit MThi-5 Schedules 1 and 2. 
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Based on plant in service as of December 31,2007, I recommend a $57.1 million decrease in 

2 depreciation expense over Mr. Spanos' proposed amount. 

3 Schedule 6 of Exhibit M1M-9 applies my rates to the plant balances used in the 

4 calculation of the Company's proposed depreciation expense adjustments - Exhibit LEM-3 

5 (revised), Adjustments DA-2 and SCDA-7 .. Using these plant balances, my rates result in a 

6 $58.0 million reduction to NIPSCO's depreciation expense adjustment DA-2. 

7 Finally, I recommend that the lURC specifically recognize NIPSCO's $892.7 million 

8 Regulatory Liability for ratemaking and regulatory reporting purposes. The electric portion 

9 of this regulatory liability is $413.2 million. 

10 Q: Does this conclude your testimony? 

11 A: Yes, it does. 
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Washington, ) 
) ss: 

DISTRICT OF COLUMBIA ) 

The undersigned, Michael J. Majoros, Jr., under penalties of perjury and 
being first duly swom on his oath, says that he is a Consultant of Snavely 
King Majoros O'Connor & Bedell, Inc., a Consultant for the Indiana Office 
of Utility Consumer Counselor; and in the matter of Cause No. 43526 that he 
caused to be prepared and read the foregoing that the representations set forth 
therein are true and correct to the best of his knowledge, infonnation and 
belief 

Subscribed and sworn to before me, a Notary Public, this 8th day of May 2009. 





Michael J. Majoros, Jr. 

Experience 

Snavely King Majoros O'Connor & Bedell, Inc. 

Vice President and Treasurer (1988 to Present) 
Senior Consultant (1981.1987) 

Mr. Majoros provides consultation specializing in accounting, 
financial, and management issues. He has tesilfled as an 
expert witness or negotiated on behalf of clients in more than 
one hundred thirty regulatory federal and state regulatory 
proceedings involving telephone, electric, gas, water, and 
sewerage companies, HiS testimony has encompassed a wide 
array of complex issues including taxation, d!vestlture 
accounting, revenue requirements, rate base, nuclear 
decommissioning. plant lives, and capital recovery. Mr, 
Majoros has also provlded consultation to Ihe U.S. Department 
or Justice and appeared berore the U.S. EPA and the Maryland 
State legislalure on matiers regarding the accounting and 
plant life effecls of eleclric plant modifications and Ihe financial 
capacity of public utJlities to finance environmental controls. He 
has estimated economic damages suffered by btack farmers in 
discrimination suits. 

Van Scoyoc & Wiskup, inc., Consultant (1978-
1981) 

Mr. Majoros conducted and assisted in various management 
and regulatory consulting projects in the public utility field, 
including preparation of electnc syslem load projections (Of a 
group of municipally and cooperalively owned electric systems; 
preparation of a system of accounts and reporting of gas and 
oil pipelines to be used by a slate regUlatory commission; 
accounting system analysis and deSign for rate proceedings 
inVOlving electric, gas, and telephone utilities. Mr. Majoros 
provided onsite management accounting and controllership 
assistance to a municipal electric and water utility. Mr, Majoros 
also assisted in an antitrust proceeding involving a major 
eleclric utility, He submitted expert testimony in FERC DOCket 
No. RP79-12 (EI Paso Natural Gas Company), and he 00-
authored a sludy entilied Analysis of Staff Study on 
Comprehensive Tax Normalization that was submitted to FERC 
in Docket No. RM 80-42. 

Handling Equipment Sales Company, Inc. 
Controller/Treasurer (1976-1978) 
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University of Baltimore - (1971-1973) 

Mr. Majoros was a full-lime student in the SchOOl of Business. 

DUring Ihis period Mr. Majoros worned consistentiy on a part-
time basis in the following positions: Assislant legiSlative Auditor -
State of Maryland, Staff Accountant - Robert M. Carney & Co., 
CPA's, Staff Accountant - Naron & Wegad, CPA's, C'edit Cieri( 
Montgomery Wards. 

Central Savings Bank, (1969-1971) 

Me. Majoros was an Assistanl Branch Manager al the lime he left Ihe 
bank to atiend college as a full-time student. During his tenure at Ihe 
bank, Mr, Majoros gained experience in each department of Ihe bank, 
In addition, he attended night schOOl at the University of Baltimore, 

Education 
University of Baltimore, SchOOl of Business, B.S. -
Concentration in Accounting 

Professional Affiliations 
American Institute 01 Certified Public Accountants 
Maryland Association of C.P.A,s 
Society of Depreciation Professionals 

Publications, Papers, and Panels 

"Analysis of Staff Study on Comprehensive Tax Normalization, " FERC 
Docket No. RM 80.,12, 1980. 

"Telephone Company Deferred Taxes and Investment Tax Credits 
A Cap«al Loss for Ratepayers, • Public Utility Fortnighlly, Sep/ember 
27, 1984. 

"Ttle Use of Customer Disrounf Rates in Revenue Requirement 
Comparisons," Proceedings of Ihe 2511, Annual Iowa Siale Regulatory 
Conference, 1986 

"The Regulatory Dilemma Created By Emerging Revenue Streams of 
Independent Telephone Companies," Proceedings of NARUC 101s1 
Annual Convention and Regula/ory Symposium, 1989. 

"80C Depreciallon Issues In Ihe Siales," Nalional Association of 
Sfele U/i/ffy Consumer Advocates, 1990 Mld-Year Meellng, 1990. 

"Current Issues in GapRal Recovery" 3!1' Annual Iowa Stete 
Regulafory Conferonce, 1991. 

'Impaired Assets Under SFAS No. 121,' National Association of Stale 
Mr. MajOros' responsibilities included financial managemenl, U/ility consumer Advocates, 1996 Mid-Year Meeling, 1996. 
general accounting and reporting, and income taxes. 

Ernst & Ernst, Auditor (1973-1976) 

Me. Majoros was a member of the audit staff where his 
responslbmties included auditing, supervIsion, busIness 
systems analYSIS, report preparation. and corporate income 
taxes. 

"What's 'Sunk' Ain't Stranded: Why Excessive Utility DepreCiation is 
Avoidable." with James Compbell, Public Utilil/es Fortnightly, April 1, 
1999. 

"Loca! Exchange Carrier Depreciation Reserve Percents, "with 
Richard B. Lee, Journal of the Society of Deprecietion ProfeSSionals, 
Volume 10. Number 1, 2000-2001 

"Roiling Over Ratepayers," Public Utilities Fortnightly, Volume 143, 
Number 11, November, 2005, 

"Assei Management - What is il?, " American Water Worns 
Association, Pre-Conle,ence Wornshop, March 25, 2008. 



Date Jurisdiction I 
Agency 

2005 US District Court. 
Northern District of 
AL. Northwestern 
Division 55/56/571 

2006 Maryland General 
Assemblv 61/ 

2006 Maryland House of 
Deleaates 621 

1979 I FERC-US 191 
1980 I FERC-US 191 
1996 CRTC-Canada 301 
1997 CRTC-Canada 311 
1999 FCC 321 
1999 FCC 321 
1999 FCC 321 
1999 FCC 321 
2000 EPA 35/ 
2003 FERC48! 
2003 FCC 521 
2003 FERC 531 

1982 Massachusetts 17/ 
1982 Illinois 16/ 
1983 Marvland 81 
1983 Marvland 81 
1983 Connecticut 15/ 
1983 New Jersey 11 
1983 New Jersey 14/ 
1984 Dist Of Columbia 71 

11984 Marvland 81 
11984 I Dlst Of Columbia 71 

1984 Pennsvlvania 13/ 

~ 
New Mexico 12/ 
Idaho 18/ 

11984 Colorado 11/ 
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CV 01-B403-NW Tennessee Valley Authority 

State Lea! 

8B154 Maryland Healthy Air Act 

HB189 Maryland Healthy Air Act 

Federal Reaulatorv Aaencies 

RP79-12 EI Paso Natural Gas COo 
RM8042 Generic Tax Normalization 
97~9 All Canadian Telecoms 
97-11 All Canadian Telecoms 
98-137 lEx Parte AIiLECs 
98-91 (Ex Parte All LECs 
98-177 lEx Parte AIiLECs 
9845 (Ex Parte • All LECs 
CM-00-6 • Tennessee Valley Authority 
RM02-7 All Utilities 
03-173 AIiLECs 
ER03409-000, Pacific Gas and Electric Coo 
ER03-666-000 

State Reaulatorv Aaem::"es I 

DPU 557/558 Western Mass Eleco Coo 
ICC81-8115 Illinois Bell T eleohone Coo 
7574-0irect Baltimore Gas & Electric Coo 
7574-Surrebuttal Baltimore Gas & Electric Coo 
810911 Woodlake Water Coo 
815458 New Jersey Bell Tel, Coo 
8011-827 Allantic City 8eweraa6 Coo 
785 Potomac Electric Power Coo 
7689 Washinoton Gas Liaht COo 
798 C&PTeL COo 
R-832316 Bell Telephone Coo of PA 
1032 Mt. States Tel, & T elearaph 
U-1000-70 ML States Tel, & Telearaoh 
1655 Mt Slates Tel, & T eleoraoh 

I 
I 



1984 Dist. Of Columbia 71 
1984 PennSVIvania 31 
1985 M8rVland 81 
1985 · New Jersey 11 
1985 M8rVland 81 
1985 California 101 
~!5 Pennsvlvania 31 

1985 PennSVIyania 3/ 
1985 Pennsvlvania 3/ 
1986 Marvland 8/ 
1986 Marvland 81 
1986 Pennsvlvania 31 
1986 Marvland 81 

Idaho 91 
I Marvland 8/ 

• 1987 • Pennsvlvania 31 

• 1987 PennSYlvania 31 
1987 Iowa 61 
1987 Dis!. Of Columbia 71 
1988 Florida 41 
1988 Iowa 61 
1988 Iowa 61 
1988 Dis!. Of Columbia 71 
1989 Iowa 61 
1990 New Jersev 11 
1990 New Jersev 51 
1990 Florida 41 
1990 • New Jersev 11 
1990 New Jersev 1f 
1991 Pennsvlvania31 
1991 West Virainia 21 

• 1991 New Jersev 11 

• 1991 New Jersev 1/ 

• 1991 Pennsvivania3T 

• 1991 Kansas 201 

• 1991 Indiana 29/ 

• 1991 Nevada 211 

• 1992 New Jersey 11 
I 1992 Maryland 81 
11992 West Viroinia 21 
I 1993 Maryland 81 

1993 South Carolina 22/ 
1993 • Ma rvla nd 81 
1993 1 Georqia 23/ 
1993 1 New Jersev 1 I 
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1813 Potomac Electric Power Co. 
• R842621-R842625 Western Pa. Water Co . 
·7743 Potomac Edisoh Co. 

848-856 New Jersey 8ell Tel. Co. 
7851 C&PTel. Co. 
1-85-03-78 Pacific 8ell Telephone Co. 
R-850174 Phila. Suburban Water Co. 
R850l78 Pennsvlvania Gas & Water Co. 
R-850299 General Tel. Co. of PA 
7899 Delmarva Power & Liohl Co. 
7754 ililies Corp. 
R-850268 • York Water Co. 
7953 • Southern Md. Electric COrD 
U-l002-59 I General Tel. Of Ihe Northwest 
7973 as & Electric Co. 
R-860350 IJ.aupi1il1.Cons. Water Suoolv 
C-860923 Bell Teleohone Co. of PA 
DPU-86-2 Northwestern Bell Tel. Co. 
842 Washinoton Gas Lioht Co. 
880069-TL Southern Bell T eieohone 
RPU-87-3 Iowa Public Service Comoanv 
RPU-87-6 Northwestern Bell Tel. Co. 
869 Potomac Electric Power Co. 
RPU-88-6 Northwestern 8ell Tel Co. 
1487-88 Morris City Transfer Station 
WR 88-80967 Toms River Water Comoanv 
890256-TL Southern 8ell ComDanv 
ER89110912J Jersev Central Power & Lioht 
WR90050497 J Elizabethtown Water Co. 

. P900465 United Tel. Co. of Pa. 
90-564-T-D gl!.E'Iel~J2hone Co. 
90080792J Hackensack Water Co. 
WR90080884J Middlesex Water Co. 
R-911892 Phil. Suburban Water Co. 
176, 716-U Kansas Power & Liqht Co. 
39017 Indiana Bell Telephone 
91-5054 Central Tele. Co. - Nevada 
EE91081428 Public Service Electric & Gas 
8462 C&P Telephone Co. 
91-1037-E-D Appalachian Power Co. 
8464 Potomac Electric Power Co. 
92-227-C I C::"uthern Bell Teleohone 
8485 Baltimore Gas & Electric Co. 

.4451-U • Atlanta Gas Liqht Co. 
GR93040114 New Jersev Natural Gas Co. 

.. 

I 
I 
• 



1994 Iowa 61 
1994 Iowa 61 
1995 Delaware 241 
1995 Connecticut 251 
1995 Connecticut 251 
1995 Pennsvlvania 3i 
1995 I Georoia 231 
1996 Marvland 81 
1996 Arizona 261 
1996 New HamDshire 271 

i 1997 Iowa 61 
1997 Ohio 281 
1997 Michiaan 281 
1997 Michiaan 281 

I 1997 i Wvomina271 

• 1997 Iowa 61 
• 1997 Illinois 281 

1997 Indiana 281 
1997 Indiana 271 

• 1997 Utah 271 
• 1997 Georaia 281 

1997 Connecticut 251 
1998 Florida 28/ 
1998 Illinois 271 ... 

Michklan 33! ,1998 
1999 Maryli3nd 81 

, 19 Ma land 81 
I 81 
I 1999 ' West Viroinla 21 

1999 Delaware 241 
· 1999 Pennsvlvania 31 

• 1999 West Vifoinia 2! 
1999 Michioan 331 "_M. 

2000 • Delaware 241 
:WOO • New Mexico 341 

i:woo Florida 28/ 
i 

New Jersev 11 12000 
2000 Pennsylvania 31 
2000 Pennsylvania 31 
2000 ' Connecticut 251 
2001 Kentuckv 361 _ .... 

• 2001 Kansas 38139/401 
12001 • South Carolina 221 
2001 North Dakota 371 

r 2001 Indiana 291411 
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RPU-93-9 I U.S. West-Iowa 
• RPU-94-3 west Gas 
94-149 m. SuburtJiln Water Corp, 
94-10-03 So. New Enqland Telephone 
95-03-01 So, New Enqland Telephone 
R-00953300 Citizens Utilities Company 
5503-0 Southern Sell 
8715 Sell Atlantic 
E-1032-95-417 CiiE:ens Utilities Company 
DE 96-252 New Enoland Telephone 
DPU-96-1 U S West - Iowa 
96-922-TP-UNC Ameritech - Ohio 
U-11280 Ameritech - MichiQan I 
U-11281 'GTE North 
7000-ztr-96-323 US West - WvominQ 
RPU-96-9 US West - Iowa 
96-0486-0569 Ameritech -Illinois 
40611 Ameritech -Indiana 
40734 GTE North 
97-049-08 US West - Utah 
7061-U BeliSouth - Georgia 
96-04-07 I So, New Enaland Teleohone 
960833-TP et al. BellSouth - Florida 
97-0355 GTE North/South 
U-11726 Detroit Edison 
8794 Baltimore Gas & Electric Co, 

• 8795 Delmarva Power & Liaht Co . 
18797 Potomac Edison Comoanv 

, 

98-0452-E-GI Electric Restructurina 
98-98 I United Water Company 
R-00994638 Pennsvlvania American Water 
98-0985-W-D West Virainia American Water 
U-11495 Detroit Edison 
99-466 Tidewater Utilities 
3008 US WEST Communications, Inc, 
990649-TP BellSouth -Florida 
WR30174 Consumer New Jersey Water 
R-00994868 Philadelchia Suburban Water 
R-0005212 Pennsvlvania American Seweraae 
00-07-17 Southern New EnQland Telephone 
2000-373 Jackson Enerqy Cooperative 
01-WSRE-436-RTS Western Resources . 
2001-93-E Carolina Power & Lioht Co 
PU-400-00-521 Northern States n r/Xcel 
41746 f\J9rthern Indiana Power COI11Pi3I1L.... 

-------~ .... -



2001 New Jersey 11 
2001 Pennsylvania 31 

Pennsylvania 31 
Pennsylvania 31 

! 2001 Florida 41 
2001 Hawaii 421 
2002 Pennsylvania 31 
2002 Nevada 431 
2002 Kentucky 361 
2002 Nevada 431 
2002 Georgia 271 
2002 Alaska 441 
2002 Wisconsin 451 

.2002 Wisconsin 451 
i 2002 Vermont 461 
.2002 North Dakota 371 
i 2002 Kansas 401 
.2002 Kentucky 361 
• 2002 Oklahoma 471 
.2002 New Je rsay 11 
.2003 New Jersey 11 
·2003 Hawaii 421 

2003 New Jersey 11 
2003 J\lew Jersey 11 

.2003 Pennsylvania 31 

.~ Pennsylvania 13 
Kansas 201 401 
Nova Scotia, CN 491 

2003 Kentucky 361 
.2003 Alaska 441 
12003 Indiana 29/ 
12003 Kansas 201 401 

1 

2003 Illinois 281 
2003 Indiana 281 
2004 New Jersey 11 
2004 Arizona 261 
2004 Michigan 271 
2004 New Jersey 11 
2004 Kentucky 361 

2004 Florida 501 541 
2004 Kentucky 361 

Appendix B 
Page 4 of 8 

Michael J. Majoros, Jr. 

GR01050328 Public Service Electric and Gas 
R-00016236 
R-00016339 Water 
R-00016356 
010949-EL 
00-309 
R-00016750 n 
01-10001 &10002 ny 
2001-244 Fleming Mason Electric Coop. 
01-11031 Sierra Pacific Power Company 
14361-U BellSouth-Georgia 
U-01-34,82-87,66 Alaska Communications Systems 
2055-TR-1 02 CenturvTel 

.5846-TR-102 TelUSA 
6596 Citizen's EnerQY Services 
PU-399-02-183 Montana Dakot"!l,!!ilities 
02-MDWG-922-RTS Midwest Energy 
2002-00145 Columbia Gas 
200200166 Reliant EnarQY ARKLA 
GR02040245 Elizabethtown QasC::2rnpany 
ER02050303 Public Service Electric and Gas Co. 
01-0255 . Young Brothers Tug & Barge 
ER02080506 Jersey Central Power lltLicht --
ER021 00724 Rockland Electric Co. 

""""""------

R-00027975 The York Water Co. 
R-00038304 Pennsylvania-American Water Co, 
03-KGSG-602-RTS Kansas Gas Service 
EMONSPI Nova Scolia Power, Inc. 
2003-00252 Union LiQhl Heal & Power 
U-96-89 . ACS Communications. Inc. 
42359 1 PSI Energv, Inc. 
03-A TMG-1 036-RTS 1 Almos Energy 
030001 E1 Tampa Electric Company 
8960 Washin,.ton Gas Light 
02-0391 Hawaii"m ElectriC Company 
02-0864 SSC Illinois 
42393 SSC Indiana 
ER03020110 Atlantic GiN Electric Co. 
E-O 1345A-03-0437 Arizona Public Service Companv 
U-13531 SBC Michigan 
GR03080683 South Jersey{3as Company 
2003-00434,00433 Kentucky Utilities, louisville Gas & 

Electric 
031033-EI Tam paE:lectrigC::9rnQa ny 
2004-00067 Delta Natural C3,,!S c:;ompany 

• 



2004 Georoia 231 
2004 Vermont 461 

2004 Delaware 24f 
2004 Missouri 58/ 

,2005 Florida 50/ 
i 2005 Florida 501 
2005 California 59/ 
2005 KentuckY 36/ 
2005 Florida 501 
2005 Kansas 38f 40f 
2006 Delaware 241 
2006 Califomia 59{ 
2006 New Jersey 11 
2006 · Colorado 601 
2006 • KentuckY 361 
2006 Kansas 401 
2006 West Virginia 21 

2006 West Virginia 21 

2007 Delaware 241 
2007 Kentuckv 361 
2007 Colorado 601 

·2007 C If a I ornla 591 

.2007 Kentuckv 361 
• 2007 Kentuckv 361 

200B , Kansas 401 
2008 • New Jersey 1 f 
2008 North Dakota 371 
2008 Pennsylvania 31 

.2008 Washington 631 

.2008 Pennsylvania 31 

2008 New Jersev 1 I 
2008 Washington 631 64! 

2008 Texas 651 
.2008 Tennessee 661 
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I 18300, 15392, 15393 Georqia Power Company 
1 6946,6988 r"nlr,,1 Vermont Public Service 

lion 
04-288 Electric Coooeralive 
ER-2004-0570 District Electric Comoanv 
041272-EI EnerQV Florida, Inc. 
041291-EI Florida Power & Licht Comoanv 
A.04-12-014 Southern California Edison Co. 
2005-00042 Union Lioht Heat & Power 
050045 & 050188-EI Florida Power & Lioht Co. 
05-WSEE-981-RTS Westar Enerov, Inc. 
05-304 Delmarva Power & Licht Company 
A.05-12-002 Pacific Gas & Electric Co. 
GR051 00845 Public Service Electric and Gas Co. 
06S-234EG Public Service Co. of Colorado 
2006-00172 Union Light, Heat & Power 

I 06-KGSG-1209-RTS · Kansas Gas Service 
06-0960-E-42T, Allegheny Power 
06-1426-E-O 
05-1120-G-30C, Hope Gas, Inc. and Equitable 
06-0441-G-PC, et al. Resources, Inc. 
06-284 Delmarva Power & Licht Company 
2006-00464 Atmos Enemy Corporation 
06S-656G Public Service Co. of Colorado 

- - , ec riC ., A 0612009 San Diego Gas & EI t Co and 
A.06-12-010 • Southern California Gas Co. 
2007-00143 Kentuckv-American Water Co. 
2007-00089 Delta Natural Gas Co . 
08-A TMG-2BO-RTS Almos Corporation 
GR07110889 New Jersev Natural Gas Co. 
PU-07-776 Northern States Power/Xcel Enemy 
A-2008-2034045 et · UGI Utilities, Inc. 1 PPL Gas Utilities 

• al C;()r[), 
UE-072300, • Puget Sound Energy 
UG-072301 
R-2008-2032689 • Pennsylvania-American Water Co. -

Coatesville 
WR08010020 NJ American Water Co. 
UE-080416, Avista Corporation 
UG-080417 , 

~3-O8-3681' 35717 ()Il(;()f Electric D~li\l~rv Co. 
08-00039 Tennessee-American Water Co. 

i 

i 

i 

I 

I 

I 
I 
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PARTICIPATION AS NEGOTIATOR IN FCC TELEPHONE DEPRECIATION 
RATE REPRESCRIPTION CONFERENCES 

COMPANY 

Diamond Stale Telephone Co. 241 
Bell Telephone of Pennsylvania 'J/ 
Chesapeake & Potomac Telephone Co. - Md. 121 
Southwestern Bell Telephone - Kansas 201 
Southern Bell - Florida 'l! 
Chesapeake & Potomac Telephone CO.-W.Va. 21 
New Jersey Bell Telephone Co.1J 
Southern Bell - South Carolina 221 
GTE-North - Pennsylvania ',11 

YEARS CLIENT 

1985 + 1988 
1986 + 1989 
1986 
1986 
1986 
1987 + 1990 
1985 + 1988 
1986 + 1989 + 1992 
1989 

Delaware Public Service Comm 
PA Consumer Advocate 
Maryland People's Counsel 
Kansas Corp. Commission 
Florida Consumer Advocate 
West VA Consumer Advocate 
New Jersey Rate Counsel 
S. Carolina Consumer Advocate 
PA Consumer Advocate 
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PARTICIPATION IN PROCEEDINGS WHICH WERE 
SETTLED BEFORE TESTIMONY WAS SUBMITTED 

STATE 

Maryland §j 
Nevada.21l 
New Jersey 11 
New Jersey 11 
New Jersey 11 
West Virginia 'lJ 
Nevada .211 
Pennsylvania 'J/ 
West Virginia£! 
West Virginia£! 
New Jersey 11 
New Jersey 11 
New Jersey 11 
Maryland§! 
South Carolina 221 
South Carolina 221 
Kentucky 361 

Kentucky 361 

7878 
88-728 
WR90090950J 
WR900050497 J 
WR91091483 
9H037-E 
92-7002 
R-00932873 
93-1165-E-D 
94-0013-E-D 
WR94030059 
WR95080346 
WR95050219 
8796 
1999-077-E 
1999-072-E 
2001-104 & 141 

2002-485 

UTILITY 

Potomac Edison 
Southwest Gas 
New Jersey American Water 
Elizabethtown Water 
Garden State Water 
Appalachian Power Co. 
Central Telephone - Nevada 
Blue Mountain Water 
Potomac Edison 
Monongahela Power 
New Jersey American Water 
Elizabethtown Water 
Toms River Water Co. 
Potomac Electric Power Co. 
Carolina Power & Light Co. 
Carolina Power & Ught Co. 
Kentucky Utilities, Louisville Gas 
and Electric 
Jackson Purchase Energy 
Corporation 
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11 New Jersey Rate Counsel/Advocate 34/ New Mexico Attorney General 
2/ West Virginia Consumer Advocate 351 Environmental Protection Aoency Enforcement Staff I 
31 Pennsvlvania OCA 361 KentuckV Attorney General ! 
4/ Florida Office of Public Advocate 371 North Dakota Public Service Commission 

I 51 Toms River Fire Commissioner's 381 Kansas Industrial Group 
61 Iowa Office of Consumer Advocate 391 CitY of Witch ita I 
71 D.C. Peoole's Counsel 401 Kansas Citizens' Utilitv Rate Board 
8/ MarYland's PeOOle's Counsel .41/ NIPSCO Industrial Graue 
91 Idaho Public Service Commission 421 Hawaii Division of Consumer Advocacv 

I 101 Western Burglarand Fire Alarm 431 Nevada Bureau of Consumer Protection 
. 111 U.S. Dect. of Defense 441 GCI 

121 N.M. State Corooration Comm. 451 Wisc. Citizens' Utilitv Rate Board 
131 Citv of PhHadelohia 461 Vermont Deoartment of Public Service 

r 141 Resorts International 471 Oklahoma Corooration Commission 
• 151 WOOdlake Condominium Association 481 National Assn. of Slate Ulililv Consumer Advocates 

16/ Illinois Attorney (jeneral 491 Nova Scotia Utilitv and Review Board 
, 171 Mass Coalition of Municicalities 501 Florida Office of PubliC Counsel 
~/ U.S. Deoartment of Enerav 511 Maryland Public Service Commission 
~j\rizona Electric Power Corl2. 521 MCI 
201 Kansas Corooration Commission 53/ Transmission A!lency of Northern California 
211 Public Service Comm. - Nevada 541 Florida Industrial Power Users Graue 

, 221 SC Dect. of Consumer Affairs 551 Sierra Club I 
231 Georgia Public Service Comm. 561 Our Children's Earth Foundation , 

24/ Delaware Public Service Comm. 571 National Parks Conservation Association, Inc. 
251 Conn. Ofe. Of Consumer Counsel 581 Missouri Office of the Public Counsel 
261 Arizona COrD. Commission 591 The UtilitY Reform Network 
271 AT&T 601 Colorado Office of Consumer Counsel 
281 AT&T/MCI 611 MD State Senator Paul G. Pinsky 
291 IN Office of Utility Consumer 621 MD Speaker of the House Michael Busch 
Counselor I . 

, 301 Unitel (AT&T - Canadal 63! Washinaton Office of Public Counsel ! 
31/ Public Interest Advocacv Centre 641 Industrial Customers of Northwestern Utilities 
321 U.S. General Services Administration 65/ Steering Committee of Cities 
331 Michigan Attorney General 661 City of Chilttanooga 





Snavely King Majoros O'Connor & Bedell, Inc. 
National Study of U.S. Steam Generating Unit Lives 

50 MW and Greater 
2006 Study 

1. Introduction 
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Snavely King Majoros O'Connor & BedeJl, Inc, ("Snavely King") performed a study of 
U,s' Steam Generating Units Lives, 50 MW and Greater using analytical techniques 
generally accepted in the utility industry and a database maintained by the U.S, 
Department of Energy ("DOE"). Snavely King concludes that the lives of the U.S, Steam 
Generating Units (50 J\1W and Greater) are experiencing average life spans of 
approximately 60 years and these spans are lengthening almost on a year-to-year 

II. Database 

The DOE's Energy Information Administration ("EIA") requires every owner of an 
electric utility generating plant to file a Form 860 describing the status of its generating 
facilities. From these reports, EIA maintains data On the installation and retirements of 
generating units around the country. 

The data utilized in this study is available on tile EIA's wcb site, The primary data used 
in Snavely King's study is located in the Form 860 database files', The data was 
downloaded in several steps into a single Microsoft Access file and developed into inputs 
for Snavely King's actuarial analysis program. 

III, Analysis 

Snavely King initially study ("1999 Study") conducted a full band (1918-1999) resulting 
in a 54 L4 life and Iowa curve indication. Snavely King's initial ten-year band resulted in 
a 59 L4 indication and its initial roHing and shrinking band analysis showed trends 
toward longer Ii yes - as long as 70 years, 

Snavely King's 2000 update ("2000 Update") consisted of an analysis of the full band 
(1900-2000) and the most recent ten-year band (1991-2000) of data. The fUll band 
analysis had a best fit result of 60.5 L3, which indicates a 60 year life. Thc tCll-year band 
best fit was a 59.5 R4, which indicates a 59 year life. 

I Prior to 2001, the EJA Form-8GO Database was split two parts, FOrTIl-860A (Annual Electric Generator 
Report - Utility) and Form-860B (Annual Electric Generator Report - Nonutility). After 2001 the EIA 
combined Fonn-860A and Form-860B in a Form·860 database, During the conooiidalion of Ihe two 
Form,860 databases, the EIA removeQ all retirements in the 2000 database, From 2001 onwards, the 
Form-860 database started listing new retirements and re-classification of generating units that retired prior 
to 200 L In some cases plants that where classified as operable during 2000 Study, but in fact had been 
retired where reclassified as retried in the EIA data after 2000 

Snavely King Majoros O'Connor & Bedell. Inc. 
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2006 NATIONAL STUDY UPDATE 
STEAM GENERATING UNITS 

Snavely KIDg's 2006 update ("2006 Update") consisted of an analysis of the full band 
(1900-2006) and the most recent ten-year band (1997-2006) of data. The full band 
analysis had a best fit result of 59 S3, which indicates a 59 year life. The ten-year band 
best fit was a 58 R4, which indicates a 58 year life. 

IV. Additional Analyses 

Additional analyses were performed: an expanded full band analysis, rolling band 
analysis and a shrinking band analysis. The results are discussed and set forth in tabular 
form below. 

Expanded Full band Analysis 

The expanded full band analysis held the initial year constant, but used cut off 
dates of 2005, 2004, 2003, and 2002. The actuarial analyses yielded the following 
results: 

Expanded Full Band Analysis 

Sand Life Curve Type 
1900-2006 59 S3 
1900-2005 59 S3 
1900-2004 59 S3 
1900-2003 58 S3 
1900-2002 58 S3 

Rolling Band Analysis 

The ten-year band analyses for these data sets provided a "rolling band" analysis. The 
results are summ31ized in the table below: 

Rolling Band Analysis 

Band Life Curve Type 
1997-2006 
1996-2005 
1995-2004 
1994-2003 
1993-2002 

58 
58 
58 
57 
58 

R4 
R4 

R4 

R4 
L5 

This indicates an increase in lives of generating units probably coincident with the wide 
spread introduction of life extension programs and the reduction in investment by utilities 
in new base load generating units. 

Snavely King Majoros O'Connor & Bedell, Inc. 
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Shrinking Band Analysis 
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2006 NATIONAL STUDY UPDATE 
STEAM GENERATING UNITS 

Finally, Snavely King did a "shrinking band" analysis, in which the final 2000 year was 
held constant and the bands were continually shnmk. 

Band Width Life Curve Type 

2002-2006 
1997-2006 
1992-2006 
1987-2006 
1982-2006 

5 
10 
15 
20 
25 

58 
58 
58 
58 
57 

S4 
R4 
R4 
R4 

R4 

The shrinking band analysis corroborated earlier results and conclusions. 

Snavely King Majoros O'Connor & Bedell, Inc. 
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Fitted Curve Results - 2006 National Study - Steam Generating Units 

0.8 

0.6 
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Analytical Parameters 
OlT Placement Band: 
Ol T Experience Band: 
Minimum Life Parameter: 
Maximum Life Parameter: 
Life Increment Parameter' 
Max Age (T -Cut): 

----""-
"-

40 

1900 - 2006 
1900 - 2006 

100 

107.0 

"' '"'-~*x". 
" ~ ._--- -----

60 80 

Age 
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Best Fit Curve Results 
2006 National Study - Steam Generating Units 
Account: Full Data Set-

Curve Life 

BAND 1900 - 2006 
S3 59.0 
R3 58.0 
R4 59.0 
L4 60.0 
R2.5 57.0 
S4 60.0 
S2 58.0 
L3 60.0 
L5 60.0 
R2 56.0 
S1.5 58.0 
R5 60.0 
S1 57.0 
S5 60.0 
R1,5 56.0 
L2 59.0 
SO.5 56.0 
R1 54.0 
L 1.5 59.0 
S6 60.0 
SO 55.0 
L1 58.0 
RO.5 53.0 
S-0.5 54.0 
LO.5 58.0 
01 52.0 
LO 58.0 
SO 59.0 
02 59.0 
03 74.0 
04 99.0 

Analytical Parameters 
OL T Placement Band: 
OL T Experience Band: 
Minimum Ufe Parameter: 
Maximum Life Parameter: 
Ufe Increment Parameter: 
Max Age (T-Cut): 

Sum of 
Squared 
Differences 

1,088.993 
1,191.623 
1,842.609 
1,933.157 
2,626.642 
2,945.066 
3,001.689 
4,685.997 
4,792.597 
5,141.857 
5,291.768 
6,978.197 
8,361.511 
8,635.656 
9,091.594 

11,655.665 
12,302.955 
14,155.627 
16,081.760 
16,416.956 
17,076.547 
21,483.080 
22,014.134 
23,821.165 
26,917.624 
31,608.441 
33,241.913 
35,783.144 
37,211.949 
56,138.776 
64,407.355 

1900 - 2006 
1900 - 2006 

1 
100 

1 
107.0 

Snavely King Majoros O'Connor & Lee, Inc. 
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Fitted Curve Results - 2006 National Study - Steam Generating Units 
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Analytical Parameters 
OL T Placement Band: 
OL T Experience Band: 
Minimum Life Parameter: 
Maximum Life Parameter: 
Ufe Increment Parameter: 
Max Age (T-Cut): 

30 

1900 - 2006 
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100 

1 
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Best Fit Curve Results 
2006 National Study - Steam Generating Units 
Account: Full Data Set" 

Curve Life Sum of 
Squared 
Differences 

BAND 1997" 2006 
R4 58,0 796,154 
S4 59,0 1,228,560 
L4 60,0 1,494,655 
L5 60,0 1,573,579 
R5 59,0 2,125,630 
S3 59,0 2,248,330 
R3 58,0 2,462,917 
55 60,0 2,995,326 
R2,5 57,0 4,342245 
L3 62,0 4,543,176 
52 59,0 5,019A73 
51,5 59,0 6,970,160 
R2 57,0 7,113,019 
S6 60,0 7,142,851 
L2 64,0 9,293,844 
S1 60,0 9,504,726 
R1,5 57,0 10,377269 
L 1,5 65,0 12,051,102 
SO,5 60,0 12,178,976 
R1 58,0 14,444,787 
SO 61,0 15,416,168 
L1 66,0 15,578,356 
LO,5 69,0 18,269,739 
RO,5 60,0 19,361207 
S-0,5 63,0 19,508,344 
LO no 21,379,899 
SO 60,0 22,819,938 
01 66,0 24,312,779 
02 74,0 24,356.264 
03 100,0 27,717,940 
04 100,0 38,084,137 

Analytical Parameters 
OL T Placement Band: 1900 - 2006 
OLT Experience Band: 1997 - 2006 
Minimum Life Param"eter: 1 
Maximum Life Parameter: 100 
Life Increment Parameter: 1 
Max Age (T-Cut): 76,0 

Snavely King Majoros O'Connor & Lee, Inc, 
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Snavely King Majoros O'Connor & Bedell, Inc. 
National Study of Other Production Unit Lives 

2006 Study 

I. Introduction 
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Snavely King Majoros O'Connor & Bedell, Inc. ("Snavely King") perfonned a study of 
U.S. Other Production Unit Lives l using analytical techniques generally accepted in the 
utility industry and a database maintained by the U.S. Department of Energy ("DOE"). 
Snavely King concludes that the lives of the U.S. Other Production Units are 
experiencing average life spans of approximately SO years. 

II. Database and Methodology 
The DOE's Energy Infonnation Administration ("ElA") requires every owner of an 
electric utility generating plant to file a Fonn 860 describing the status of its generating 
facilities. From these reports, ElA maintains data on the installation and retirements of 
generating units around the country. 

The data utilized in this study is available on the ElA's web site. The primary data used 
in Snavely King's study is located in the Fonn 860 database files. The data was 
downloaded in several steps into a single Microsoft Access file and developed into 
inputs2 for Snavely King's actuarial analysis program. 

III. Analysis 
Snavely King's 2006 update ("2006 Update") consisted of an analysis of the full band 
(1915-2006) and the most recent ten-year band (1997-2006) of data. The full band 
analysis had a best fit result of SO SO.5, which indicates a SO year life. The ten-year band 
best fit was a SO RO.5, which indicates a SO year life. 

Finally, Snavely King pre[onned a "shrinking band" analysis, in which the fmal year was 
held constant and the bands were continually sluunk. The results are shown below. 

Shrinking Band Analysis 

Band Width Life Curve Typo 

2002-2006 
1997-2006 
1992-2006 
1987 -2006 
1982-2006 

5 
10 
15 
20 
25 

43 
50 
51 
50 
47 

LO 
RO.5 

R1 
R1 

SO 

I Other Production Units in this study are considered as Combusting (Gas) Turbines (including jet engine 
designs), Internal Combustion Engine (diesel, piston) and Combined Cycle Combustion Turbine generating 
units. 
2 Various sorts were made to refine the data and to remove bad data. For instance, some units listed as 
retired had no retirement dates indicated, etc. 

Snavely King Majoros O'Connor & Bedell, Inc. 
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Fitted Curve Results - 2006 National Study - Other Production 
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Best Fit Curve Results 
2006 National Study - Other Production 
Account: Full Data Set -

Curve Life Sum of 
Squared 
Differences 

BAND 1915 - 2006 
SO,5 50,0 400,971 
Sl 50,0 432.746 
R1.5 49,0 525,805 
L2 51,0 661,377 
L1,5 51,0 904,554 
R1 49,0 1,007,595 
SO 49,0 1,179,115 
51,5 50,0 1,180,871 
R2 50,0 1,299,153 
L1 51,0 2,121,823 
L3 51,0 2,678.501 
S2 51,0 2,701,452 
RO,5 48,0 2,805,946 
R2,5 50,0 2,869,604 
S-0,5 48,0 3,171,055 
LO,5 51,0 3,847,943 
R3 50,0 5,616,852 
LO 5LO 6,339,838 
01 47,0 6,416,110 
S3 5LO 7,191,810 
02 52,0 8,244.710 
L4 51,0 9,160,698 
R4 51,0 12,042.745 
S4 51,0 15,052,133 
03 64,0 17,366,231 
l5 51,0 17,474,300 
R5 51,0 21,444.151 
04 84,0 21,905,574 
55 51,0 23,899,724 
56 51,0 32,433,821 
5Q 51,0 51,452552 

Analytical Parameters 
OL T Placement Band: 1915 - 2006 
OL T Experience Band: 1915 - 2006 
Minimum Life Parameter: 
Maximum Life Parameter: 100 
Life Increment Parameter: 
Max Age (T-Cut): 92,0 

Snavely King Majoros O'Connor & Lee, Inc, 
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Fitted Curve Results - 2006 National Study - Other Production 
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Best Fit Curve Results 
2006 National Study - Other Production 
Account: Full Data Set-

Curve Life Sum of 
Squared 
Differences 

BAND 1997 - 2006 
RO.5 50.0 609.859 
S-0.5 50.0 921.382 
R1 51.0 932.246 
SO 51,0 1,085.767 
LO.5 52.0 1,881.619 
L1 52.0 1,884.621 
01 49.0 2,029.514 
SO.5 52.0 2,076.028 
R1.5 52.0 2,432.511 
LO 53.0 2,635.341 
L 1.5 53.0 2,756.984 
02 54.0 3,251.048 
S1 52.0 3,909.978 
L2 53.0 4,591.942 
R2 52.0 5,118.036 
S1.5 53.0 6,264.151 
R2.5 53.0 8,498.373 
03 66.0 9,217.495 
S2 53.0 9,450.341 
L3 54.0 10,237.454 
04 86.0 12,365.760 
R3 53.0 13,069.801 
S3 54.0 16,607.378 
l4 54.0 19,655.879 
R4 54.0 22,386.099 
S4 54.0 27,068.849 
L5 55.0 30,183.631 
R5 55.0 34,679.860 
S5 55.0 37,757.281 
S6 54.0 47,537.233 
SQ 54.0 67,057.979 

Analy1ical Parameters 
OLT Placement Band: 1915 - 2006 
OL T Experience Band: 1997 - 2006 
Minimum Life Parameter: 1 
Maximum Life Parameter: 100 
Life Increment Parameter: 1 
Max Age (T-eut): 92.0 

Snavely King Majoros O'Connor & lee, Inc. 
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Fitted Curve Results - 2006 National Study - Other Production 
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Analytical Parameters 
OL T Placement Band : 
OL T Experience Band: 
Minimum life Parameter: 

40 

Maximum life Parameter: 
Life Increment Parameter: 
Max Age (T-Cut): 
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Best Fit Curve Results 
2006 National Study - Other Production 
Account: Full Data Set· 

Curve life Sumo! 
Squared 
Differences 

BAND 2002 ·2006 
LO 43.0 570.514 
LO.S 44.0 733.272 
01 42.0 807.800 
S-05 43.0 1,073.940 
02 44.0 1,097.520 
RO.5 43.0 1,364.704 
l1 44.0 1,625.260 
SO 43.0 2,514.163 
R1 43.0 3,486.196 
LL5 44.0 3,540.542 
SO.5 44,0 4,562.316 
03 51.0 6,013.842 
R1.5 44.0 6,246.758 
L2 44,0 6,338.362 
S1 44,0 7,371.521 
04 64,0 9,798,844 
R2 44.0 10,081.373 
S1.5 44.0 10,660.152 
L3 44.0 14,297.055 
R2.5 44.0 14,369.717 
S2 44.0 14.687.789 
R3 44,0 19,693,366 
83 44.0 23,107.335 
L4 44.0 25,940.554 
R4 44.0 29,708.113 
S4 44.0 34,177.292 
L5 44.0 37,025.036 
R5 44.0 41,663.706 
S5 44.0 44,516.800 
S6 43.0 53.411.639 
SO 42.0 70,413.367 

Analytical Parameters 
OL T Placement Band: 1915 2006 
OL T Experience Band: 2002· 2006 
Minimum Life Parameter: 1 
Maximum Life Parameter: 100 
Life Increment Parameter: 1 
Max Age (T-Cut): 92.0 

Snavely King Majoros O'Connor & Lee, Inc. 
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Fitted Curve Results - 2006 National Study - Other Production 
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Analytical Parameters 
OL T Placement Band: 
OL T Experience Band: 
Minimum Life Parameter: 
Maximum Life Parameter: 
Life Increment Parameter: 
Max Age (T-Cut): 
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Best Fit Curve Resulls 
2006 National Study - Other Production 
Account: Full Data Set -

Curve Life Sum of 
Squared 
Differences 

BAND 1992 - 2006 
R1 51.0 373.338 
SO 51.0 803.503 
Rl.5 52.0 932.509 
SO.5 52.0 942.953 
RO.5 50.0 1,169.078 
S-0.5 50.0 1,635.602 
L 1.5 53.0 1,855.708 
Ll 53.0 1,932.967 
Sl 52.0 1,935.752 
R2 52.0 2,651.549 
LO.5 53.0 2,670.279 
L2 53.0 2,769.720 
Sl.5 53.0 3,472.572 
01 49.0 3,723.966 
LO 53.0 4,176.289 
R2.5 53.0 5,175.949 
02 54.0 5,258.105 
S2 53.0 5,852.621 
L3 54.0 6,508.614 
R3 53.0 8,858.409 
S3 54.0 11,661.901 
03 67.0 12,537.541 
L4 54.0 14,245.641 
04 88.0 16,145.723 
R4 54.0 16,861.330 
S4 54.0 20,824.962 
L5 54.0 23,662.298 
R5 54.0 27,915.173 
S5 54.0 30,717.660 
S6 54.0 40,053.065 
SO 54.0 59,379.950 

Analytical Parameters 
OL T Placement Band: 1915 - 2006 
OL T Experience Band: 1992 - 2006 
Minimum Life Parameter: 
Maximum Life Parameter: 100 
Life Increment Parameter: 
Max Age (T-Cut): 92.0 

Snavely King Majoros O'Connor & Lee, Inc. 
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Analytical Parameters 
OL T Placement Band: 
OL T Experience Band: 
Min imum Ufe Parameter: 
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Best Fit Curve Results 
2006 National Study· Other Production 
Account: Full Data Set· 

IBAND 
IRI 

1.5 
. 5 

.1.5 
RO.5 
L2 
.1 
;-0.5 
,2 
;15 

LO.5 
R2.5 
01 
S2 
_0 
_3 
)2 
R3 

R4 
04 
S4 
_5 
R5 
155 
156 
Isa 

Life 

11987·2006 
50.0 407.076 
5' . 561.418 

6( 
7 

1,2 
1.2 

49.0 1,5 2.4! 
52 .0 1,767.225 
52.0 1,767.358 
41.0 1 Q?A.A~ 

1 17.7 
79 . 
13 

48.C 4,3114.24( 
52.C 4,523.014 
;2 . 4,666.417 

4, 375.031 
6 )0' .4 

17 

2: 
52.0 56( 
85.0 17,978.888 
53.0 18,1AR R4C 

53.0 2C , \7 
53.0 25,112 .445 
53 .0 27,7' 
52 .0 36,631 .534 
53.0 ~~,R~~ QAQ 

Analytical Parameters 
OLT Placement Band: 1915·2006 
OL T Experience Band: 1987 . 2006 
Minimum Life Parameter: 1 
Maximum Life Parameter : 100 
Life Increment Parameter : 1 
Max Age (T-Cut): 92 .0 

Snavely King Majoros O'Connor & Lee, Inc. 
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Analytical Parameters 
OL T Placement Band: 
OL T Experience Band: 
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Best Fit Curve Results 
2006 National Study - Other Production 
Account: Full Data Set -

Curve Life Sum of 
Squared 
Differences 

BAND 1982 - 2006 
SO 47.0 436.315 
R1 47.0 447.815 
SO.5 48.0 558.954 
L 1.5 49.0 811.212 
RO.5 46.0 992.633 
L1 49.0 995.881 
R1.5 48.0 1,067.941 
S-0.5 47.0 1.209.038 
L2 49.0 1,579.596 
S1 48.0 1,585.670 
LO.S 49.0 1,839.119 
R2 48.0 2,856.566 
S1.5 49.0 3,105.025 
01 46.0 3,246.618 
LO 49.0 3,444.781 
02 50.0 4,794.791 
R2.5 49.0 5,346.921 
L3 50.0 5,397.725 
S2 49.0 5,442.534 
R3 49.0 8,899.024 
S3 49.0 11,185.926 
03 60.0 12,830.068 
L4 50.0 13,448.811 
R4 49.0 16,545.762 
04 78.0 17,201.400 
S4 49.0 20,048.824 
L5 49.0 22,634.242 
R5 49.0 26,792.613 
S5 49.0 29,391.583 
S6 49.0 38,145.975 
SO 48.0 56,837.585 

Analytical Parameters 
OL T Placement Band: 1915 - 2006 
OL T Experience Band: 1982 - 2006 
Minimum Life Parameter: 1 
Maximum Life Parameter: 100 
Life Increment Parameter: 
Max Age (T-Cut): 92.0 

Snavely King Majoros O'Connor & Lee, Inc. 
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Introduction. This report sununarizes an April 2, 2009 plant tour of Northern Indiana Public 

Service Company's ("NIPSCO") Mitchell, Bailly, Michigan City and Schahfer generating 

stations. Mr. Michaell Meyers NIPSCO's Engineering Supervisor - Major Projects lead the 

tour. Ms. Cynthia Pruett, Ms. Jennifer Sunmer, Ms. Margaret Kenney and Mr. Michael J. 

Majoros attended on behalf of the Indiana Oflice of Utility Consumer Counselor ("ouccn). 
The OUCC's tour was actually an update of an August 23, 2001 OUCC plant tour taken in the 

context of the depreciation study it filed in Cause No. 41746. 

Background. NIPSCO filed a Depreciation Study in Cause No. 41746 and the OUCC retained 

Snavely King to respond to NIPSCO's study. Snavely King, in tum, conducted a plant tour in 

the context of conducting its own independent depreciation study. The parties settled Cause No. 

41746 with no change to the then present depreciation rates. In the current proceeding, NIPSCO 

filed a new depreciation study conducted by Mr. John Spanos. Mr. Spanos stated that "A field 

trip was conducted" and that "this knowledge and infonnation were incorporated in the 

interpretation and extrapolation of the statistical analyses.'" Consequently, the OUCC deemed it 

pmdent to take another tour and update our previous findings. We viewed the operations of the 

plants and discussed routine and long-term maintenance practices. We discussed the types of 

maintenance and modernization projects typically conducted and planned to be 

conducted at each plant, and we specifically went through our prior report on a page-by-page, 

picture-by-picture basis. 

Overall Conclusion. This repon includes numerous photographs taken by Ms. Kenney during 

the course of the tour. The most startling aspect of the trip was that both the Mitchell and 

I Exhibit JJS-2, page 28 of 522. 
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Michigan City plants were idle. Plant Mitchell was fenced-in and appeared to be decaying with 

no personnel other than three guards, on site, Michigan City was idle because its main conveyor 

was being repaired due to damage caused by a fire, Both of these plants were operational, in 

fact, in cxceHent condition during our prior tour, The Bailly and Schahfer plants were operating 

and appeared to be in good condition, 

D. H. Mitchell Generating Station. (Photographs I - \3,) Mitchell is located on a lOO-acre 

Lake Michigan site in Gary, Indiana, There arC five units at the Mitchell Station, Units 4, 5 and 

6 are 125 MW sister units built by Combustion Engineering, Unit 4 was installed in 1956 and 

Units 5 and 6 were installed in 1959, Unit II is a 110 MW cyclone boiler installed by B&W in 

1970, Unit 9A is a 17.4 MW natural gas unit installed in 1970, It is rarely used, 

Units 4, 5 and 6 can run on coal or natural gas, Howcver, for environmental reasons, 

Units 4 and 5 cannot both run on coal at the same time, Units 4 and 5 share one stack while 

Units 6 and 1 J share the other stack at MitchelL Units 6 and 11 have low NOx burners, Unit 11 

has digital controls, Mitchell uses the same type of "once-through" cooling system as the Bailly 

plant. 

During our August 23, 2001 tour for Cause No, 41746, management considered the 

Mitchell units to be very reliable, and did not have any plans to retire any of these units, They 

intended to operate them as long as it was economical to do so, For example, in Cause No, 

41746, Mr. Robinson proposed the following life spans and retirement years for the Mitchell 

units, 

Robinson 200] Life S!!ans 

For Mitchell 

Retirement Year Life Span 

4 1956 2016 60 

5 J959 2019 60 

6 1959 2019 60 

II 1970 2010 40 

Consequently, we were surprised to read J'l,1r. Spanos's, Mr, Pack's, and Mr, Sweet's 

declaration that NIPSCO had taken the Mitchell plant out of service, During our tour we 

confirmed that the plant was shut-down, and all coal had either been transferred to other plants 
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or burned down. We also note that during his tour, Mr. Spanos apparently climbed through the 

idle plant with a flashlight. We did not deem that necessary for our purposes. 

Several idle and empty coal cars were at the site. The only personnel we observed were 

three guards, and the only other activity was a lit aircraft beacon. Electricity for the beacon is 

being drawn from the grid rather than from power generated at Mitchell. The guards and 

electricity constitute the only expenses associated with the Mitchell plant at this time. We 

learned that NIPSCO does not have any legal retirement to demolish the plant and will not 

demolish the plant unless Mr. Spanos' request for decommissioning funds is approved. In fact, 

we understand that the transmission substation at the plant will remain in place. MI. Spanos's 

life span estimates are as follows: 

Unit 

4 

5 

6 

II 

Spanos 2007 Life Spans 

For Mitchell 

In-Service 

1956 

1959 

1959 

1970 

Retiremen t Year 

2007 

2007 

2007 

2007 

Life Span 

51 

48 

49 

37 

Bailly Generating Station. (Photographs 14 - 39.) Bailly is located on a laO-acre site on the 

shore of Lake Michigan in Porter County, Indiana There is a large empty field near the entrance 

to the Bailly station. This is the site of a previously planned nuclear plant that was abandoned 

circa 1981. There was a substantial amount of investment ($28 million) added to the Unit 8 

Boiler Plant Equipment account in 1981. It is speculated that that money is the original nuclear 

plant investment. 

There are three units at Bailly: Units 7, 8 and 10. Units 7 and 8 are 160 and 320 MW 

coal-frred cyclone boilers which commenced operations in 1962 and 1968 respectively. Unit 10 

is a 31 MW gas turbine installed in 1968. Overall, Bailly appears to be a well maintained and 

well managed plant. The Company has no plans to retire any of the existing units at the plant. 

Bailly Units 7 and 8 
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Units 7 and 8 are able to burn high-sulfur midwestern coal as a result of an on-site Flue 

Gas Desulfurization ("FGD") system owned and operated by PURE AIR. There is a common 

stack for both units. Bailly Units 7 and 8 have new electronic controls - data acquisition and 

control. New SCR's were installed for Cnits 7 and 8 subsequent to 2001. The Bailly plant uses a 

"once-through" cooling system. Water is drawn from Lake Michigan, cleared of debris and 

passed through the condenser and then back into Lake Michigan. Cooling towers are not used in 

this once-through process. Although the water is wann, creating some environmental concerns, 

it is cleaner when it flows back into Lake Michigan than when it was drawn. 

The shoreline appears to be presenting a major problem at Bailly. Sand which has been 

deposited al the front of the plant along the shoreline is building up and has pushed the lake back 

towards the intake structures, thus presenting problems getting cooling water into the plant. This 

is apparently a job for the Army Corps of Engineers, given that this is a national lake shore. 

The equipment in the coal yard has been upgraded in past several years. The "stacker 

outer" enables quicker coal handling. Although not new, 'The Joey" (nee "The Barney)" car 

haul positioning device, which is operated by cables, combined with the ramp IS 

unique and provides a significant component of the fully automated coal handling function. The 

JoeyiBarney positions coal cars in the rotary dumber. Decoupled cars flow to the "kick-back" 

ramp which slows them and then enables them to switch tracks on the way back. 

Baillv Unit 10 





Spanos 2007 Life Spans 

For Bailly 

Retirement Year 

7 1962 2023 

8 1968 2028 

10 1968 2019 

Michigan City Station, (Photographs 40 - 57,) 

61 

60 

51 
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Michigan City is located on a l3l-acre site on Lake Michigan and is the home to first 

electric generating station built by NIPSCO in 1929, The plant is unique in appearance due 10 its 

hyverbolic cooling tower usually associated with nuclear plants, We noted that most of the 

cooling in the tower takes place at the bottom. The Michigan City plant appears very well 

maintained and there are no plans for its retirement 

Ordinarily, generating plant units refer to boilers; however, at Michigan City, the te!TIl 

"unit" refers to generators, Unit 1 began operation in 1931, Three boilers supplied steam to this 

68 MW turbine-generator. The boilers were fired by coal until 1968 when they were converted 

to natural Unit I and its three boilers were retired in 1978 and "scrapped-au!," 

Construction on Units 2 and 3 began in 1949, These two 70 MW turbine-generators are 

located in the "old side" of the building that houses the boilers and generators, They were 

installed in 1950 and 1951. and were originally supplied by three coal-fIred cyclone boilers. The 

cyclone furnaces were abandoned in-place, On June I, 1988 these boilers were also converted to 

bum narural At the time of our August 23, 200 I tour, Units 2 and 3 were being used 

occasionally for "peaking" operations, Units 2 and 3 were only used one time during summer 

2001 and are no longer used at alL Although NIPSCO's depreciation study assumes these units 

will be demolished, we understand that they will only be demolished if the IURC approves 

additional charges to ratepayers to pay for the demolition, NIPSCO does not have any legal 

obligation to demolish the units, 

Unit 12 is a 500 MW turbine-gencrator supplied by a 540 MW (nameplate) cyclone 

boiler. It commenced operation in 1974, Unit 12 has undergone numerous upgrades 

initially installed, Much of the old coal handling equipment has been abandoned. The remaining 

equipment feeds Unit 12 with Powder River Basin ("PRE") coal. The 1992 cOllversion to PRE 



• • 
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coal was substantial from a cost standpoint At the time of our August 23, 2001 tour, the 

Company had also installed new dust collection equipment. Additionally, an Overfire Air duct 

work system was installed, reducing NOx emissions by 50 percent. The control room had been 

upgraded for both data acquisition and control. Subsequent to our 2001 tour, NIPS CO installed 

new SCRs and upgrades to the fans on the Unit 12 boiler. 

Unit 12 was idle during our April 2, 2009 tour, The coal supply conveyor had been 

destroyed in a fire and was being repaired, Given downtime, NIPSCO apparently 

accelerated a scheduled fall maintenance outage to take advantage of the situation, We did not, 

however, observe any boiler or turbine maintenance work taking place during our tour. 

Spanos 2007 Life Span 

In-Service Life Span 

12 1974 2034 60 

RoM, Schahfer Station, (Photographs 58 - 99,) The Schahfer station is two miles south of the 

Kankakee River in Jasper County, Indiana. It is the largest of NIPSCO's four generating 

stations. Schahfer is the "flagship of the !lee!." The plant appears very well maintained and 

there arc no retirement plans, 

.,,,'Iallie, Station consists of four coal-fired units (Nos, 14, IS, 17 and 18) and two gas

fired units (I6A and l6B), Unit 14, installed in 1976, is a 431 MW cyclone boiler built by 

Babcock & Wilcox, while Unit 15, installed in 1979, is a 472 MW boiler built by Foster & 

Wheeler. Both units were upgraded to bum low-sulfur PRB coal in 1994, Units 17 and 18 are 

361 MW coal units built in 1983 and 1986 respectively by Combustion Engineering, These units 

burn midwestern high sulfur coal blended with petroleum coke. All units are outfitted with a 

FGD process. 

The FGD process was upgraded in 1996, The 1996 upgrade consisted of converting from 

dual alkalai to a limestone forced oxidation process. This new process yields synthetic gypsum, 

instead of landtllled on-site waste, Wallboard quality gypswn is a by-product of the FGD 

system, Georgia Pacific built a S70 million wallboard plant next to the Schahfer station in order 

to purchase and utilize the gypsum byproduct NIPSCO receives a cash return from tbis by-

product FGD process was upgraded further subsequent to our August 23, 200 I tour. 
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The control panels for all units have been upgraded to provide for electronic data 

gathering, control and modeling from the upgraded hardware and software. New low NOx 

burners have been installed on Unit 15. Also, the Company installed new coal hopper barrel 

chargers at Units 14 and 15. A new SCR has been installed on Unit 14. Additional major 

expenditures at Units 14 and 15 have included a 1990 cold-hot side conversion (duct work etc), 

gas recirculation work, turbine overhauls, etc. Upgrades have also included the 1994 conversion 

to PRB coal, fuel handling, dust collectors, modifications to absorption elements and primary 

superheater work. 

Spanos 2007 Life Spans 

Unit In-Service Retirement Year Life Sl!an 

14 1976 2036 60 

15 1979 2039 60 

17 1983 2043 60 

18 1986 2046 60 

L6A 1979 2020 41 

16B 1979 2020 41 





Northern Indiana Public Service Company 

n. Index of Photographs 

D. H. Mitchell Station 

I - Entrance to D. Mitchell Plant Two guards at gate will remain, 
2 - Idle coal cars in storage. 
3 - Unit 9A -Idle. 
4 - Unit 9 A Idle, 
5 ' Transmission substation for incoming power. 
6 ' Untitled, 
7 ' Untitled, 
8 ' Conveyor Idle. 
9 • Idle coal handling equipment. 
10 ' Safety light and airplane waming beacon are powered by electricity from grid. 
11· Ash silo. 
12 ' Conveyor, 
13 ' Remainder of coal pile site, gypsum plant in the distance. 

Bailly Station 

14, 
15 . 
16, 
] 7 ' 
18 . 
19, 
20· 
21 . 
22· 
23 ' Gypsum storage facility, 
24 ' Lake shore has problems wirh sand buildup, 
25 • Rotary dumper. 
26 ' Rotary dumper. 
27· Coal car pusher - was the "Barney," now the "Joey." 
28 ' SCR for Unit 8. 
29 . Units 7 and 8. 
30 ' Untitled. 
31, Untitled. 
32 - Untitled. 
33 • Untitled, 
34 ' Untitled. 
35 . Untitled. 
36 ' Looking into the firebox, 
37 ' Coal dust 
38 - Untitled, 
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39 - Untitled. 

Michigan City Station 

40 Old side. 
41 - New side. 
42 ESP on Unit 12. 
43 - New SCRs. 
44 Conveyor that caught fire. 
45 Coal conveyor under repair. 
46 - Cooling tower with buzzard in flight 

Cooling takes place at bottom of tower. 
48 - Bottom of cooling tower. 
49 Site of retired units. 
50 - Space fonnerly occupied by Unit I. 
51 - Units 2 and 3. 

Old side. 
53 Old side crane. 
54 - Old side. 
55 New side Unit 12. 
56 - Unit 12 boiler 
57 Cooling tower as seen from "Swingbelly's" parking lot 

R. M. Schahfer Station 

58 - Gypsum pile. 
Coal car dumper. 

60 Coal car dumper in action. 
61 - Coal car dumper in action. 
62 Coal car dumper in action. 
63 - Coal car dumper in action 
64 - Coal Car dumper in action. 
65 - Coal car dumper in action. 
66 Coal car dumper in action. 
67 - Coal car dumper in action. 
68 Coal cars. 
69 Cooling towers. 
70 - Cooling towers. 
71 Cooling towers. 

Units 16A and 16R 
73 - Untitled. 
73 - Umitled. 
75 Untitled. 
76 Umitled. 
77 - View from roof. 
78 View from roof. 
79 View from roof 
80 - Units 16A and 168. 
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81 - Stack emissions from new stack serving FGD on Units 14 and 15. 
82 - View from roof showing coal conveyor to plant, fly ash silos and ESPs. 
83 - View from roof showing coal conveyor to plant, fly ash silos and ESPs. 
84 - Untitled. 
85 - View from roof showing lime silos serving FGD on Units 14 and 15. 
86 - Precipitators. 
87 - Untitled. 
88 - Cooling towers in background. 
89 - Coal conveyor belt. 
90 - Unit 17 and 18 turbines. 
91 - Untitled. 
92 - Untitled. 
93 - Untitled. 
94 - Untitled. 
95 - Educational sign explaining SCRs. 
96 - Educational sign explaining the on-line gas path for Unit 14. 
97 - Coal pulverizer. 
98 - Untitled. 
99 - Grinding component for coal pulverizer. 
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D. H. Mitchell Station 

I - Entrance to D. H . Mitchell Plant. Two 
guards at gate will remain. 

3 - Unit 9A -Idle. 

2 - Idle coal cars in storage. 

4 - Unit 9A -Idle. 
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D. H. Mitchell Station 

9 - Idle coal handling equipment. 

II - Ash silo. 

10 - Safety light and airplane warning beacon 
are powered by electricity from grid. 

12 - Conveyor. 
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D. H. Mitchell Station 

13 - Remainder of coal pile site, gypsum plant 
in the distance . 
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Bailly Station 
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22 - New SeRB 

24 - Lake shore has problems with sand buildup. 

23 - Gypsum storage facility. 

25 - Rotary dumper. 
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26 - Rotary dwnper. 

28 - SCR for Unit 8. 

Bailly Station 

27 - Coal car pusher - was the "Barney," now the 
"Joey." 

29 - Units 7 and 8. 
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Michigan City Station 

44 - Conveyor that caught fire. 45 - Coal conveyor under repair . 

• 

46 - Cooling tower with buzzard in flight. 47- Cooling takes place at bottom of tower. 
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Michigan City Station 

48 - Bottom of cooling tower. 

50 - Space formerly occupied by Unit 1. 

49 - Site of retired units. 
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51 - Units 2 and 3. 
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Michigan City Station 

52 - Old side. 53 - Old side crane. 

54 - Old side. 55 - New side Unit 12. 
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56 - Unit 12 boiler. 

Michigan City Station 

57 - Cooling tower as seen from "Swingbelly 's" 
parking lot. 
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R. M. Schahfer Station 

58 - Gypsum pile. 59 - Coal car dumper. 

60 - Coal car dumper in action. 61 - Coal car dumper in action. 
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R. M. Schahfer Station 

62 - Coal car dumper in action. 63 - Coal car dumper in action. 

64 - Coal car dumper in action. 65 - Coal car dumper in action. 
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R. M. Schahfer Station 

66 - Coal car dumper in action. 67 - Coal car dumper in action. 

68 - Coal cars. 69 - Cooling towers. 
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78 - View from roof. 

80 - Units 16A and 16B. 

R. M. Schahfer Station 

79 - View from roof. 

81 - Stack emissions from newer stack serving FGD 
on Units 14 and 15. 
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R. M. Schahfer Station 

82 - View from roof showing coal conveyor to plant, 
fly ash silos and ESPs. 

84 

83 - View from roof showing coal conveyor to plant, 
fly ash silos and ESPs. 

85 - View from roof showing lime silos serving FGD 
on Units 14 and 15. 
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R. M. Schahfer Station 

86 - Precipitators 87 

88 - Cooling towers in background. 89 - Coal conveyor belt. 
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R. M. Schahfer Station 

94 

96 - Educational sign explaining the on-line gas path 
for Unit 14. 

95 - Educational sign explaining SCRs. 

97 - Coal pulverizer. 
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Northern Indiana Public Service Company 

August 23, 2001 

Tour of Facilities 

1. Report 
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Introduction. This report surrunarizes an August 23,2001 plant tour of North em Indiana Public 

Service Company's (''NIPSCO'') Schahfer, Michigan City, Bailly and Mitchell generating 

stations. The tour was led by Mr. Jerry Weeden - NIPSCO's Executive Director, Electric 

Production. Mr. Timothy Geswein and /vir. !I.1ichaell Majoros attended on behalf of the indiana 

Office of Utility Consumer Counselor ("OUCC"). 

Background. NIPSCO filed a Depreciation Study prepared by ML Earl Robinson which will, if 

accepted, substantially increase depreciation rates and expenses to be charged to its customers. 

About one-half of the increase is in the Steam Production Plant function. 

Mr. Robinson stated that he "performed a physical plant inspection of a representative 

portion of the Company's operating facilities," and that he "met with management 

representatives, as well as held telephone conference calls with ... various Company personnel to 

discuss factors anticipated to impact each of the Company's property groupS."l One objective of 

fhe tour, therefore, was to obtain a similar level of knowledge and understanding as Mr. 

Robinson. 

Mr. Robinson is proposing the "life span" method to compute production plant 

depreciation rates. In conjunction with this mefhod, Mr. Robinson estimated "probable" or final 

retirement years for each unit of each facility. Generally, fhese probable retirement years and the 

resulting remaining life spans appear to have been taken from the Company's Integrated 

Resource Plan ("IRP"). However, Mr. Robinson independently shortened several of the 

remaining life spans based on his own judgment. 

! Direct Testimony of Earl M, Robinson, Respondenfs Exbibit EMR-l ("Robinson testimony"), page 7. 
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The NARUC 1996 Depreciation Practices Manual specifies that the estimated probable 

retirement year is "the most important factor in the depreciation rate for life span properties." 2 

Consequently, another objective of the tour was to deteonine if there were any visual signs which 

would provide information concerning a specific probable retirement year, or if plant 

management personnel could provide any additional infoonation relating to Mr. Robinson's 

probable retirement year estimates. 

Finally, Mr. Geswein and Mr. Majoros viewed the operations of the plants and discussed 

routine and long-teon maintenance practices. They discussed the types of maintenance upgrades 

and modernization projects typically conducted and plarmed to be conducted at each plant. 

Overall Conclusion. This report includes nwnerous photographs taken by Mr. Majoros during 

the course of the tour. In general these plants appear to be very well managed and maintained. 

Steps have been taken to properly maintain and modernize the plants, to improve the efficiency 

and operations at the plants, and to meet environmental concerns. None of the plant management 

( personnel with whom discussions were held were aware of any plans to retire any of the plants or 

units. In fact, these personnel took great pride in their plants. Consequently, the plant tour and 

conversations with plant management personnel do not support Mr. Robinson's probable 

retirement years, particularly those which he judgmentally reduced. 

Tour. (photographs [-2.) The tour began at 8:00 a.m., August 23,2001, at NIPSCO's Corporate 

Headquarters in Merril[ville, Indiana. Mr. Geswein and Mr. Majoros were met by Jennifer Smith 

and introduced to Mr. Weeden who Jed the tour. Mr. Weeden asked Mr. Majoros to obtain 

approval for any pictures to be taken. He also requested that no Company employees be 

photographed and that the tour not be videotaped. The first site on the tour was the Schahfer 

generating station. fJ ~' 

fJW S~p/ 
R.M. Schahfer Station. (photographs 3-13 .) The Schahfer station is two miles south of the 

Kankakee River in Jasper County, IN. It is the Jargest of NlPSCO's four generating stations. 

2 Public Utility Depreciation Practices, National Association of Public Utility Conunissioners ("NARUC"), August 
1996, p. 146 

2 
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Mr. M. Canner and Mr. D.E. Fitzgerald (the plant operations management team) met the 

participants. Mr. Fitzgerald led the tour of the plant. 

Schahfer Station consists of four coal-fired units (Nos. 14, 15,17 and 18) and two gas

fired units (16A and 16B). Unit 14, installed in 1976, is a 431 MW cyclone boiler built by 

Babcock & Wilcox, while Unit 15, installed in 1979, is a 472 MW boiler built by Foster & 

.~ Wheeler. Both units were upgraded to bum low-sulfur Powder River Basin ("PRB") coal in 

~ 1994. Units 17 and 18 are 361 MW coal units built in 1983 and 1986 respectively by 

\; Combustion Engineering. These units bum midwestern high sulfur coal blended with petroleum 

~ coke using a flue gas de-sulfurization ("FGD") process . 

. ~ The FGD process was upgraded in 1996. The 1996 upgrade consisted of converting from 

) dual alkalai to a limestone forced oxidation process. This new process yields synthetic gypsum, 
S ;, instead of landfilled on-site waste. 
~ 

Wallboard quality gypsum is a by-product of the FGD 

~ 
system. Georgia Pacific built a $70 million wallboard plant next to the Schahfer station in order 

"'.. to purchase and utilize the gypsum byproduct. NIPSCO receives a cash return from this by- :;> 
1 product. 

" 4t-
'\j 

1 
The control panels for Units 14 and 15 have been upgraded to provide for electronic data 

~ gathering. This is phase one of a two-phase upgrade. Phase two enables control and modeling 

~ 
from the upgraded hardware and software. Unit 14 has also been upgraded for controls. The 

D, "'- Unit 17 control panel is scheduled to be upgraded for data acquisition and controls this fall. Unit 

's controls will be upgraded some time in the future. -~ ~ 
(~ I.,.. A Unit, 15 reheater replacement is scheduled for next year. Also, the Company plans to I 

l~nstall new barrel chargers at l)nits 14 and 15. Additionally, major expenditures have alreadYvC~ \'" 
f3r:1.-1~f been made at Units 14 and 15. In 1990 there was a cold-hot side conversion (duct work etc). L()~'l/ 

There has also been gas recirculation work, turbine overhauls, etc. Upgrades have also included') J I"~ 

the 1994 conversion to PRB coal, fuel handling, dust collectors, modifications to absorption 

elements and primary superheater work. 

Mr. Robinson shortened the probable retirement years for all of the coal-fired units at the 

Schahfer plant. Schahfer plant management, however, considers it to be the "flagship of the 

fleet." The plant appears very well maintained and there are no retirement plans. Mr. 

3 
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Robinson's shortened lives appear to be arbitrary and in conflict with reality. Even the IRP lives 

are probably understated. 

Michigan City Station. (Photographs 14-27.) Larry Nemcek and Jerry Smoltz (Michigan City 

operations management tearn) met the participants. Mr. Nemcek provided an overview of the 

plant boilers and plant operations. Mr. Smoltz led the tour through the plant. 

Michigan City is located on a 13 I-acre site on Lake Michigan and is the home to the first 

electric generating station built by NIPSCO in 1929. Ordinarily, generating plant units refer to 

boilers; however, at Michigan City, the tenn "unit" refers to generators. Unit 1 began operation 

in 1931. Three boilers supplied steam to this 68 MW turbine-generator. The boilers were fired 

by coal until 1968 when they were converted to natural gas. Unit I and its three boilers were 

retired in 1978 and "scrapped-out." 

Construction on Units 2 and 3 began in 1949. These two 70 MW turbine-generators were 

installed in 1950 and 1951. They were originally supplied by three coal-fired cyclone boilers. 

On June I, 1988 these boilers were also converted to bum natural gas. The cyclone furnaces 

appear to have been abandoned in-place. Units 2 and 3 are now used for "peaking" operations 

and are rarely used. Units 2 and 3 were only used one lime this summer. Peaking units do not 

receive the same maintenance and scrutiny as the larger base-load units. 

Unit 12 is a 500 MW turbine-generator supplied by a 540 MW (nameplate) cyclone 

boiler. It commenced operation in 1974. Mr. Robinson reduced the IRP retirement date of this 

unit by 20 years, from 2034 to 2014. Unit 12 has undergone numerous upgrades since initially 

installed. Mucb of the old coal handling equipment has been abandoned. The remaining 

equipment feeds Unit 12 with PRB coal . The 1992 conversion to PRB coal was substantial from 

a cost standpoint. The Company has also installed new dust collection equipment. Additionally, 

an Overfire Air duct work system was installed, reducing NOx emissions b~50 perc~n 6. v 
ttl .1~ ' . [t'" 

control room has been upgraded for both data acquisition and control. ).)t) 1(" ~ 
~ 

The Michigan City plant appears very well maintained and there are no plans for its 

retirement. Mr. Robinson'S 20 year reduction to Unit 12 ' s life is neither supported by the facts 

nor by observation. 

4 
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Bailly Generating Station. (photographs 28-48.) Bailly is located on a 100-acre site on the 

shore of Lake Michigan in Porter County, rN. Phil Pack, Plant Operations Manager, led the tour 

through Bailly. The station was undergoing an internal safety and environmental audit at the 

time of the tour. 

There are three units at Bailly: Units 7, 8 and 10. Mr. Robinson reduced the IRP life 

spans by I year for Unit 7 and by 7 years for Unit 8. Units 7 and 8 are 160 and 320 MW cyclone 

boilers which commenced operations in 1962 and 1968 respectively. There is a common stack 

for both units. Unit lOis a 31 MW gas turbine installed in 1968. 

Units 7 and 8 are able to burn high-sulfur midwestern coal as a result of an on-site FGD 

system owned and operated by PURE AIR. Bailly Unit 8 has new electronic controls - data 

acquisition and control- whereas Unit 7 has data acquisition only. Eventually all controls will be 

upgraded. L-- ~r ~ ..J?t--<> C~ A.-<"f'pc-~ 
The equipment in the coal yard has been upgraded in past years. The new "stacker outer" 

enables quicker coal handling. Although not new, 'The Barney" train track ramp is unique. The 

( ramp is used to slow empty decoupled coal cars on the way up and then enables them to switch 

tracks on the way back down. 

The Bailly plant uses a "once-through" cooling system. Water is drawn from Lake 

Michigan, cleared of debris and passed through the condenser, and then back into Lake 

Michigan. Cooling towers are not used in this once-through process. Although the water is 

wann, creating some environmental concerns, it is cleaner when it flows back into Lake 

Michigan than when it was drawn. 

There is a large empty field near the entrance to the Bailly station. This is the site of a 

previously planned nuclear plant that was abandoned circa 1981. There was a substantial amount 

of investment ($28 million) added to the Unit 8 Boiler Plant Equipment account in 1981. It is 

speculated that that money is the original nuclear plant investment. 

Bailly appears to be a well maintained and well managed plant. The Company has no 

plans to retire either 

unwarranted. 

Unit 7 or Unit 8. Mr. Robinson's retirement year reductions are 

0~p 
fvtwJ~'< 
~~ 

5 
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D. H. Mitchell Generating Station. (Photographs 49-66.) Mitchell is located on a 100-acre 

Lake Michigan site in Gary, Indiana. Gene Fox and Mike McBride met the tour and describe~ 

the overall operations. Mike McBride then led the rest of the tour. There are five units at the 

Mitchell Station. Units 4, 5 and 6 are 125 MW sister units built by Combustion Engineering. 

Unit 4 was installed in 1956 and Units 5 and 6 were installed in 1959. Unit 11 is a 110 MW / 

cyclone boiler installed by B&W in 1970. Unit 9A is a 17.4 MW natural gas unit installed in l 
I 

1970. It is rarely used. l 

Units 4, 5 and 6 can run on coal or natural gas. However, for environmental reason/;, \~ 
\ AJ'-' 

Units 4 and 5 cannot both run on coal at the same time. Units 4 and 5 share one stack while C . 
Units 6 and 11 share the other stack at Mitchell. Units 6 and 11 have low NOx burners. Unit 11\( 

has digital controls. Mitchell uses the same type of "once-through" cooling system that was ) 

described in the Bailly discussion. Management considers the Mitchell units to be very reliable. 

units. 

Mr. Robinson proposes the following life spans and retirement years for the Mitchell 

Unit 

4 

5 

6 

11 

Robinson Life Spans 

For Mitchell 

In-Service Retirement Year 

1956 2016 

1959 2019 

1959 2019 

1970 2010 

Life Sl2an 

60 /\ 
60 / 

60 

40 

NIPSCO's plant management does not have any plans to retire any of these units. They 

intend to operate them as long as it is economical to do so. None of the managers with whom the 

units were discussed could provide any rationale for assuming Unit II would only have a 40 year 

life or why it would be retired 9 years before the older Units 4, 5 and 6. Mr. Robinson's life span 

reduction for Unit 11 is not supportable. 

6 





Northern Indiana Public Service Company 

II. Index of Photographs 

Merrillville, IN 

1 - Corporate Headquarters in Merrillville 
2 - Tim Geswein in the lobby of Corporate Headquarters 

R. M. Schahfer Station 

3 - Tim Geswein identifies the 556 MW turbine for Unit 15 
4 - Upgraded control room for Units 14 and IS 
5 - Data Acquisition System for Unit 15 
6 - Breeching installed when units were converted to PRE low-sulfur coal 
7 - Unit 18 Turbine 
8 - Unit 17 coal chute and feeder 
9 - Control room for Units 17 and 18 
10 - Coal-handling system 
II - The cooling towers 
12 - $70 million Georgia Pacific wallboard plant 
13 - Electrostatic precipitator, breeching, scrubbers and stack 

Michigan City Station 

14 - View of hyperbolic cooling tower 
15 - Bag-house 
16 - Stacks 
17 - Cross-sectional drawing of Unit 1 
18 - Aerial photograph 
19 - Units 2 and 3 Steam Turbines 
20 - Graphic depiction of the overfire air project 
21 - Space formerly occupied by Unit I 
22 - Overfire Air Duct system for Unit 12. 
23 - Coal crushers 
24 - Unit 12 540 MW Steam Turbine 
25 - Unit 12 Cyclone Furnace Feeder 
26 - Unit 12 Turbine 
27 - Control room 
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Bailly Station 

28 Bailly Generating Plant 
29 Field where a nuclear plant was originally planned to be built 
30 - The "Barney" 
31 - Coal conveyor and pollution control system 
32 - Breeching from boiler plant to Pure Air facility 

Coal handling system and coal yard 
34 - DownspiU 
35 - The old "step up" transfonner 
36 The new "step up" transfonner 
37 Cross sectional drawing of Unit 7 
38 - Cross sectional drawing of Unit 
39 - Artist conception ofthe plant 
40 - Unit 8 Turbine 
41 - Boiler feed pwnp 
42 - Water treatment system (intake from Lake Michigan) 
43 Traveling screen at condenser intake 
44 - Boiler feed pwnp 
45 - The "Over Fire Air" feed duct 
46 - Coal feeder system 
47 Coal conveyor 
48 Control room for Units 7 and 8 

D. H. Mitchell Station 

49 The four Units at Dean H Mitchell (Lake) 
50 - Cross sectional drawing of identical 138 MW Units 4. 5 and 6 
51 - Coal hoppers 

The three 138 MW Steam Turbines 
53 - Control room 
54 The old control panel 
55 Upgraded Unit 11 controls 
56 Cyclone Burner 
57 - Unit 9A 
58 - The ash silo 
59 - Coal handling system 
60 - A peek inside the firebox at Unit 5. 
61 - Part of the coal pulverizer 
62 - The pulverizers 
63 - The stacks and ash silo 

Estuary feeding the condenser's intake 
65 - Stacks, electrostatic precipitators and ash silo 
66 - Water flowing into condenser and back into Lake Michigan 
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MERRILLVILLE, IN. 

1 - Corporate Headquarters in Merrillville 

2 - Tim Geswein in the lobby of Corporate Headquarters 

Exhibit_(MJM-3) 
Page 11 of 29 





Exhibit_(MJM-3) 
Page 12 of 29 

R. M. SCHAHFER STATION 

3 - Tim Geswein identifies the 556 MW turbine 
for Unit 15. The boiler was built by Foster
Wheeler in 1979 and is fueled by pulverized 
coal. 

5 - Data Acquisition System for 
Unit IS. 

4 - Upgraded Control Room for Units 
14 and 15. 

6 - This "breeching" between the two 
precipitators was installed when the units 
converted to Powder River Basin (PRB) low
suI fur coal. 
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R. M. SCHAHFER STATION 

7 - Unit 18 Turbine. Units 17 and 18 are 
identical 423 MW steam turbines. The boilers 
were built by Combustion Engineering in 1983 
and 1986. 

9 - Control room for Units 17 and 18. Unit 
17 control panels are scheduled to be 
upgraded this fall. 

8 - Unit 17 Coal chute and feeder. Units 17 and 18 
have scrubbers and were upgraded with a flue gas 
desulfurization process. 

10 - Coal-handling system. Approximately 150 
railroad cars of coal are burned daily. 





( 
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R. M. SCHAHFER STATION 

II - The cooling towers. 

13 - The pollution controls begin with the 
electrostatic precipitator at the far right. The 
dirty flue gases then pass through the 
breeching enroute to the scrubbers, and then 
out the stack. 

__ r17-~- $10-million Georgia Pacific wallboard· ..•. 
plant uses gypsum byproduct from 
Schabfer flue gas desulfurization process ) 

'. to manufacture wallboard. NIPSCO gets a / 

~h-::~:~~ 
(}.e--r O~ 

'(i ,~. 0..?l 
~--t6-yj}T 
J£~rlP. 
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MICHIGAN CITY STATION 

14 - A view of the hyperbolic cooling tower 
on the way to the plant. 

16 - The stacks at Michigan City. 

15 - The auxiliary pollution control dust 
collection is provided by this bag-house. 

17 - Cross-sectional drawing of Unit 1. 
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MICHIGAN CITY STATION 

18 - This aerial photograph is on display at 
the plant. 

20 - Graphic depiction of the overfire air 
project. 

19 - Units 2 & 3 Steam Turbines (70 MW 
each). 

21 - Space formerly occupied by Unit 1. 
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MICHIGAN CITY STATION 

22 - Overfire Air Duct system for Unit 12. 

24 - Unit 12's 540 MW steam turbine was placed 
in service in 1974. 

23 - These coal crushers feed crushed coal to the 
570 MW Babcock & Wilcox cyclone boiler (Unit 
12). 

25 - Unit 12 Cyclone Furnace Feeder. 





MICHIGAN CITY STATION 
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26 - Unit 12 Turbine. 27 - Control room at Michigan City. 
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BAILLY STATION 

/1 

28 - Bailly Generating Plant in Porter 
County. 

30 - "The Barney". A train track resembling an 
amusement park ride. It's used to slow empty coal 
cars on the way up and then switch tracks on the 
way down. 

29 - Field where a nuclear plant was 
originally planned to be built. 

31 - The coal conveyer (top of picture) and the 
pollution control system (center). 
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BAILLY STATION 

32 - The breeching (term used to describe the 
"dirty" gas ductwork) from boiler plant on 
right to Pure Air facility on left. Pure Air 
provides flue gas desulfurization of 
emissions on a contract basis. 

34 - The downspill was upgraded last year to 
provide faster handling of the coal. 

33 - The coal handling system and the coal yard. 

35 - The old "step up" transformer is being 
reconditioned. 





Exhibit_(MJM-3 
Page 21 of 29 

Exhibit_(MJM-2) 

BAILLY STATION 

36 - The new "step up" transformer. 37 - Cross sectional drawing of Unit 7. 

38 - Cross sectional drawing of Unit. 39 - Artist conception of the plant. 

F&~ c'--- rC9 D 
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BAILLY STATION 

40 - Unit 8 Turbine. 

42 - Water treatment system (intake from Lake 
Michigan). 

41 - The boiler feed pump. 

43 - At the condenser intake, this traveling 
screen removes debris from water. 
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BAILLY STATION 

44 - Boiler feed pwnp. 

46 - Coal feeder system from the hoppers to 
the coal crusher/feeder to the cyclone 
burners. 

45 - The "Over Fire Air" feed duct. 

47 - This coal conveyer feeds coal from the 
coal yard to the boilers and to the coal crusher. 





BAILLY STATION 

48 - Control Room for Units 7 & 8. Unit 8 
controls upgraded DACs and controls, Unit 7 
DACs only. 
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D. H. MITCHELL STATION 

49 - The four Units at Dean H. Mitchell (Lake). 

51 - Coal hoppers. 

50 - This cross sectional drawing of identical 
138 MW Units 4, 5 & 6 hangs on the control 
room wall. 

52 - The three 138 MW Steam Turbines. 
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D. H. MITCHELL STATION 

S3 - The control room that services all four coal 
units. 

SS - Unit II controls have been upgraded to 
collect data as well as control the units. 

S4 - The old control panel. 

S6 - Cyclone Burner. 
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D. H. MITCHELL STATION 

57 - Unit 9A, a 17.4 MW gas turbine that is 
rarely used. 

59 - The coal handling system. 

58 - The ash silo. 

60 - A peek inside the firebox at Unit 5. 





Exhibit_(MJM-3) 
Page 28 of 29 

D. H. MITCHELL STATION 

61 - Part of the coal pulverizer. 

63 - The Stacks and the Ash silo. Stack with 
nozzle to control height of plume shared by 
Units 6 and 11 . Stack without nozzle shared 
by Units 4 and 5. 

62 - The pulverizers. 

64 - This estuary feeds the condenser's 
intake. 
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Exhibit_(MJM-2) 

D. H. MITCHELL STATION 

"dirty" flue gas passes through the electrostatic 
precipitators and the "fly-ash" is collected in the 
silo in the center of the photo. 

66 - Water flows into the condenser on tbe 
left, and back into Lake Michigan on the 
right. 
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For all accounts and locations for which the life span method is proposed, please, provide the 
following information to support the fmal retirement dales. Please respond 10 each item. 

a, Economic studies. (NARUC Deprecation Manual, p. 146) 
b, Retirement plans. (NARUC, p. 146) 
c. Forecasts, (NARUC, p. 146) 
d. Studies oftechnologicaI obsolescence. (NARUC, p. 146) 
e. Studies of adequacy of capacity. (NARUC, p. 146) 
f. Studies of competitive pressure. (NARUC, p, 146) 
g, Relationship of type of construction to remaining life span. 
h. Relationship of attained age to remaining life span. 
L Relationship of observed features and conditions at the time of field visits 10 

remaining life span, 
j, Relationship of specific plans of manage men I to remaining life span, 

VI 15: 

Res[>ouse: 

The life span method is proposed for Production Accounts 311 through 346 for NlPSCQ. NIPSCO 
conducts periodic resource and economic analysis to determine probable retirement dates for each of 
the production units, One of purposes of the resource plan is to recommend the capital 
improvements necessary to enable NlPSCO to continue to provide quality service that meets the 
needs of its customers, The resource plan examines adequacy of growth, assesses production 
capacity and unit efficiency. 

As part of the operational planning process, NIPSCO assesses the adequacy of existing, major 
facilities and the need to make capital improvements, including complete replacement of such 
facilities during the time horizon studied. In so doing, various factors are considered, including 
engineering criteria, quality of service, evolving regulatory standards, environmental regulation and 
cost. This process forms the basis for the Company's development of detailed capital budgets and 
financing plans which, tum, drive the specific capital projects that are completed each year, 
While thiS operatIOnal plalllllng process does not result ill detailed retIrement plans beyond a 5-year 
horizon, it does ro'eet retirement dates for all ma'or facilities of the com an , and it rovides 





lURC Cause No. 43526 
Northern Indiana Public Service Company's 

Objections and Responses to 
Office of Utility Consumer Counselor Eighth Set of Dam Requests 

analyses both the service adequacy of existing major facilities 

Exhibll_(MJM-4 
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major facility retirements, new construction and improvements recommended for the study period. 
If the Company determines that major facilities may cease to provide adequate service during the 
study period, retirement plans are determined. All major facilities continue to be assessed through 
the Company's year-to-year operational analysis and planning. 

This operational planning process is established by the Company engineering department and 
supported by Gannett Fleming through site visits and the life span dates of other comparable 
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Please provide copies of all external correspondence from 2006-2008, inclusive, including 
correspondence with Mr. Spanos and/or Gannett Fleming., which address in any way NIPS CO's 
retirement unit costs, electric depreciation rates, and/or the Depreciation Slndy. 

Objections: 

:NIPSC6obje;;tsto Request 7-DEP-007 to the extent it refers to "retirement unit costs" on the I 
grounds that it is vague and ambiguous and NIPSCO cannot reasonably determine what documents 
are within the scope of the Request. NIPSCO also objects to Request 7-DEP-007 to the extent it 
refers to "depreciation rates" on the grounds that it is unreasonably burdensome. NIPSCO further 
objects to Request 7-007 to the extent it seeks information that is protected by the attorney-client 
privilege or the work product privilege. 

Response: 

Subject to and without waiver of the foregoing general and specific objections, NIPSCO is providing 
the following response: 

The hard copy pages provided separately set forth external correspondence from 2006-2008 between 
Gannett Fleming and NIPSCO related to retirement nni! costs, electric depreciation rates and/or the 
Depreciation Slndy. 

In addition, please see files attached hereto as ouec Set 7-DEP-007 Attachment A through 
Attachment 1. 
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4352S·Rate Case 
OUCC S.' 1-0EP-007 
Altachment A 
Page 8 or 45 

"Spanos, John J .. 
<jspanoa@GFNET.com> 

To "Spanos, John J: <jspanos@IJFNET.oom>, 
<GLVajda@NlSourc9.com> 

0012412008 01:26 PM ee <jjleslle@NlSourcIl.rom>, <wmomolley@nloour"",oom> 

bee 

Subject RE: [Possible SpamJRE: Seven Faclor Trans/ern and To Be 
Detailed Estimates 

Attached is my mo.t up to date schedule of the results which utilize ELG 
and the most recent information from Burns & McDonnell. Their scrap 
value seems high in this version. 

-----Original Me.saqe----
From~ Spanos, John J~ 
Sent: Tuesday, June 24, 200B 10:43 AM 
To: 'GLVajda@NiSource.com' 
Cc; jjleslie@NiSource~com; wmomalley@nisource~corn 
Subject: RE: [Possible SpamJRE: Seven Factor Transfers and To Be 
Detailed Estimates 

Gay: 

It is not appropriate to apply the electric file percentages to Sugar 
Creek. 'I'here are too many variables that are not related. 

Also, r am sending you a sonadula that sets forth the ELG rates. You 
can see there is a big jump in the rateS when we calculated using the 
ELG prooedure. This schedule is PRELIMINARY as we. have not incorporated 
th~ information from the most recant changes to the Burns and MCdannel 
studieB~ We hope to be done with that late today or tomorrow morning. 

John 

-----Original Messaqe-----
From: GLVajd.@NiSource.com [mailto:GLVajda@NiSaurce,com] 
Sent: Friday, June 20, 2008 11:45 AM 
To: Spanos, John J. 
ec: jjleslie@NiSource.com; wmornalley@nisoUIce.com 
Subject: [Possible Spam}RE: Seven Factor Transfers and To Be Detailed 
Estimates 

Should we use apply the account percentages on the Electric file to CCGT 
facility? 

Thank-you 

Gay L. Vajda 
Northern Indiana Public Service Company 

___ .1'e£lUJoru:Q.;y"~<?91.!D~rrgJ_ !.~Y.~Il'q'LJi~g~!!em!!;tt. ______ ~, __ 
Phone 219-647-5694 
Fax 219-647-4805 
glvajda@nisQurce,com 

• NIPSOJeO'IEUl vii.';' 

---.. ---~--------.. ---. 
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Gay VajdalNCSJEnterprise 

07/171200808:46 PM 

43526-Rate Case 
ovec Set 7-0EP-007 

To jspanos@GFNET.rom, mhoward@g!neLcO'machmentA 

cc Linda MlllerfNCSJEnterpnse@NISource, wlIrl'aIh 'IJ of 45 
Q'MellayINCS/Enterprlsa@NiSoure<>, 

bee 
cherbst@huronconsultinggroup.com, Amy A 

Subject Deprecation Study 

John and Melissa, 

We have a couple of questions concerning the deprecation study. When we apply the composite rates to 
the FERC accounts, for example (Account 311.00 x 1.31) our total depreciation expense is approximately 
$5 million lower than yourtotal 01 $160,873,834, II we add back DHMltcheli and Unit 2 & 3 balances to 
the account totals our difference Is approximately $36,000. Should the composite rate by account be 
adjusted so thatwhEm the account balances, excluding DHMltcheli, result In an annual depreciation 
amount of $160,873,8347 Our total for "Onglnal Cost at December 31, 2007' ties to yourtotal, which 
include DHM11che11 and Units 2 &3. 

The other question is In the 6113 preliminary file, see attached, NIPSCO-efecfIic2007-ASL -
wiihadjuslmenls.xls, several accounts are highlighted I.e. gas turbines end hydro's and then In the 6130 
file, NIPSCOe07ELG.v6b.xls, these same accounts have been moved. The total's on the two studies are 
within $700.00. Can you explain why these accounts have be moved? The FERC balances tie to the 
6113 study. 

If you have any quasUons, do not hesitate to cali me. 

Thank-you for your support. 

NIPSaJeU7ELG v6b.1<ls NIPSCO-eIedric2007,o,sL· wli>a<\u.lmatl!ul. 

Gay L. Vajda 
Cell 219-765-6301 
Northem Indiana Public Service Company 
Regulatory'Accounting, Revenue Requirement 
Phone 219-647-5664 
Fax 219-647-4805 
glvajda@nlsource.com 





Northern Indiana Public Service Company 

Depreciation Expense Difference Due to Switch to ELG 

Based on Plant and Reserves as of December 31, 2007 

Total Accruals 

ALG Difference 

Electric $ 160,291,823 $ 136,695,966 $ 23,SS5,857 

Common 35,635,828 35,148,584 487,244 

Tolal $ 195,927,651 $ 171,844,550 $ 24,083,101 

Sources: 
ELG from Spanos Study, pp, 111,13 and 111,15 (Exhibit JJS-2, pp, 60 and 62), 
ALG from response to OUCC Set 7 DEP-31, 

Nole: Amounts do nol include Sugar Creek, 
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If not provided elsewhere, please provide on diskette or CD all workpapers supporting terminal net : 
salvage (decommissioning) estimates for each account for which tenninal net salvage is a factor. 
Please include alI calculations in electronic fonnat (Excel), with all fonnulae intact 

ResI!onse; , 

The Burns & McDonnell decommissioning studies were included as part of OUCC Response Set 7-
DEP-002. The infonnation from those studies was utilized in establishing the net salvage percents 
for each of the steam production units or locations. The net salvage percents are set forth in the 
spreadsheet atta<;hed hereto as ouec 8-DEP-036 Attachment A. 
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4:lSZa-.ftlHIl case 
ClVCC Sal (!"oEP.{l]IJ 

NORiHERN I~DIANA PiJI:lUC SERVICE COMPANY AuaCl;mI;N :, 
'cl , 

DECOMMISSIONING COSTS N£LATEO TO GENEMTING UNITS 

ESTIMATeD TOTAl. TOTAL 
,ESTIMATED DECOMMiSSIONING DECOMMISSIONING DECOMMISSIONiNG SCRAP ORIGINAL 
RETIREMENT COSTS COSTS COSTS VALUE COST AT NET 

~ \'EAR "''' !CURRENT$) (FUTURE $} lSi 12t.H/C1 SALVAGi: 
(1) 12) (3) ~~ (e)' a) IS) (9; 

STEAM 

M!Q!iLGAN C ITY 

2 and 3 2009 120 5088 i9,850,OOO 2O,«S.5{lO 950,030 28,352,030 68.16% 

" 2034 ,,' 43.22 .4a.~QQQ 1Q4114141 D.z:il~ ~~Q6 HZ 26,23% 

TOTAL MICHIGAN CITY 65,155,000 124,(;19.641 14,745,750 372,85.s,111 29,47% 

~ 

2000 125 50,77 

& 2000 125 SO.77 
2000 125 SO.n 

q 2009 1''>0 SUO 

TOTAL MITCHEll 67J)22.000 69,856,600 5225,836 17l6S(l.132 31.0&% 

Il!llill 

7 ")23 160 so 01 , 2028 320 45.19 

TOTAL8AllLY 4al1U}OO 79.202.006 1'11-539,752 442,57$.15515 1$,11% 

SCHA.hFEB 

14 ;m" 431 44JiS 

" "'" '" 43.15 
H 2043 361 4559 

" 2046 351 45.59 

TOTAl SCHAHFER 17(),:J,l1,OOO 451,817.351 40,~{),864 1,$.28,242,038 li.5(!% 

GRAND TOTAL 3,179 ~QQ .725496458 ?"&1~ ~ 

~ CO!U!ID 6'" (Column 5))'. !1.03"(Es!ilT[!Ils6 RWel'l">enl Year' ZOOS}) 
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Northem Indiana Public Service Company 
Compal"l$on ot Accrual AccountIng VeTSU$ NIPSCO Treatment of Irtflalion 

Line Assumptions: 
Year 1 

Year 1 (2000) Oala 2000 
Number (If Structures 1 structur~ 

2 S~Hvroo Ufe 20 years 
3 Average age 6f StruclUf9 o yeaf~ 

• Remaining life 20 y.aars 

• PN.!sent Value o! Disposal Cost Per Slructure S20,OOO 
6 Present Value of futu", Disposa! Costs L,1 "l5 $20,000 
7 future inflation rate 5.00% Assumed 

• Inllated Value of Fulurn Disposal Costs $ 53,055,1)5 
9 Original Cost of Stl'\Jcture • 100,000 
10 NjPSCO Approach RecommendatiOn -(l8fL9) .53.07% 

Inflation So Orlglna! Cod of Futuro Remova! Annual Expense 
NIPSCO 

Future Remonl Depradat!on Accumulat&d PV of Furura Inflallon .v., CumulatiVe Accrued Ba:sjs NlPSCO Inflation 

l!!! l!21 ~ pepreclatlon gOY ~ ~ ~ Inflation Annual Expense Anpual Expenu Matching 

2000 $20.,0:)0 $1,000 St,OOO.OO • 20,000.00 31,000.00 $21,000.00 $1,000,00 $2,000.00 $2,853.30 $1,653.30 
2001 20,000 1,000 2,000.00 21,000.00 1,050,0.0 22,05(1.00 2,050,00 2,050,00 2,653.30 1.653.30 
2002 20,000 1,000 3,000.00 22,050,00 1,102,5(> 23,152.50 3,152,50 2,102,50. 2,653.30 1,653,30 
2003 20.,000 1,000 4,000.00 23,152.50 1,157.63 24,310.13 4,310.13 2,157,63- 2,653.30 i ,653,30 
2004 20,000 1,000 5,OOOJX> 24,310.13 1,215,51 25,525.63 5,525.63 2,215,51 2,653.30 1,653.30 
2005 20,000 i,OOO 6,000,00 25,525,63 1,276.28 26,801.91 6,801.91 2,216,26 2,653.30 1,653.30 
2006 20,000 1,000 7.000.00 28,801.91 1,340,10. 28,142.01 8,142.01 2,340,10 2,653.30 1,653.30 
2007 20,000 1,000 8,000,00 26,142,0' 1,407.10 29,549,11 9,549.11 2,407.10 2,653,30 1,853.30 
200ll 2{),OOO 1,000 9,000.00 29,549:.11 1,477.4$ 31,028.56 11,026.56 2.477.46 2,653,30 1,653.30 
2009 20,000 1,000 10,000.00 31,028.56 1,551.33 :)2,577.89 12,577,89 2,551.33 2,653,30 1,653.30 
2010 20,000 1,000 1',000.00 32,577.89 1,628.89 34,206.79 14,20(1.79 2,62ELM 2,853.30 1,653.30 
2011 20,000 1,000 '12,000.00 34,206.79 1.710.34 35,917,13 15,917,13 2,710.34 2.653.30 1,653.30 
2012 20,000 1,000 13,000,00 35,917,~3 1,795,86 37.?12J~8 17,712,98 1,795,66 2,653.30 1,653,30 
2013 20,000 1,000 14,000.00 37,712,98 1.885,85 39,500.83 19.598,0,) 2.555,65 2:.853.30 i ,653,30 
20t4 20,000 1,000 15,000.00 39,598.63 U'I7!U13 41,578.5& 2t,578,56 2,979,93 2,653,30 1,65:3-30 
201S 20,000 1,000 16,000,00 41,576.56 2,078.93- 43,$51.49 23,657..49 3,018,93 2,653,30 1,853.30 
20H) 20,000 1,000 17,000.00 43,657,49 2,182JH 45,840,37 25,840.37 3,162.67 2,653,30 1,653.30 
2011 20,0100 1,000 18,000.00 45.840,37 2,292.02 48,132.36 28,i32.38 3,292.02 2,eS:UQ 1,653.30 
2018 2D.OtlO 1,000 19,000,00 48.132.38 2,400.52 50.539,00 30,53900 3,406.62 2,653.30 1,653.30 
2019 2tl,OOO 1,000 20,000,00 50,539,00 2,526.95 53,065,9'5 33.005,95 3,526.95 2.653.30 1,653.30 

$20,000,00 m,005.95 S53,065,9S 553,0£6.00 

W 





Comparison of Inflalion Expense Patterns 

2000 
2001 
2002 
2003 
2004 
2005 
2006 
2007 
2008 
2009 
2010 
2011 
2012 
2013 
2014 
2015 
2016 
2017 
2018 
2019 

Accrual Basis 
Annual Inflation 

$l,VUUJJV 

1,050,00 
1,102,50 
1,157,63 
1,215,51 
1,276,28 
1,340,10 
1,407,10 
1,477,46 
1,551.33 
1,628.89 
1,710,34 
1,795,86 
1,885,65 
1,979,93 
2,078,93 
2,182.87 
2,292,02 
2,406,62 

NIPSCO 
Annual Inflation 

$1,653,30 
1,653,30 
1 ,QO,',~U 
1,653.30 
1,653.30 
1,653.30 
1,653.30 
1,653.30 
1,653,30 
1,653,30 
1,653,30 
1,653,30 
1,653.30 
1,653.30 
1,653,30 
1,653.30 
1,653.30 
1,653.30 
1,653.30 
1,653,30 
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NORTHERN INDIANA PUBLIC SERVICE COMPANY 

EST~MATED SURVIVOR CURVE. ORIGINAL COST, BOOK DEPRECIATION RESERVE AND CALCuLATED 
ANNUAL DEPRECIATION ACCRUALS RELATED TO UTtUTY PLANT AT DECEMBER 31, 2001 

SNAVELY K1NG RECOMMENDATIONS 

OEPRECIABlE GROUP 

STEAM PRODUCTION PLANT 

Ji 1 .00 STRUCTURES AND IMPROVFMFNTS 
Fully i)qp,,»cialed 

D H Mitchell- Uflll$ 4,5,6 eM 11 
D H Mitchell· Uolts 5 aM 6 
D H Mitchoft GeMrating Slation 
D H Mitchell- unit 4 
D H Mitchell· Unit 5 
D H Mit.:heli - Unit 6 
D H MitChell Unit 1 i 
MiChigan City Utllts 2 al'l<' 3 
MlctlJgan CUy ~ l./(Ill 2 
MiChigan Clty ~ Uoit 3 

foral Fully Depreciated ACCOiIn/311 

- Units 2. 3 and 12 
Generating Station 
- Unit 12 

Scnah{er· Units 14 and 15 
R: M Sehuh(er. Un!tr; 14,15,17 and 16 
R M SCMhfer ~ Un!tr; 17 and 16 
R: M $ehuhfer Generadng Station 
R: M SChahfe( w Unl114 
R: M Schahfer • Unit 15 
R: M SChahiar· Unl117 
R M SChahfcr· UI"Il116 

fota( Oeprec!i1bie Account 311 

TOlel Account 311 

BOlLER PLANT EQUrPMENT 
312.10 BOil&r Plant Equipment 

Units 4 and 5 
D H Mitchell w Units 4. 5 aF'Jd e 
D H MltcheU - Units 4, 5, 6 and 11 
D H Mitchfl\!- UnlU! 5 and 6 
D H Mllchel GMerating Station 
D H Mitchei ~ Unl14 
D H Mitchell - Un!! 5 
D H Mitchell ~ Unil 6 
D H Mitchell ~ UnIt t 1 

Unb:1: ar.d3 
Un!! :2 
Un!t3 

Tol»t FuJjy Dep!llcii1ted ACCOilfll 312. 10 

ORIGINAL COST 
AT 

DECEMBER 31, 2007 
(1) 

1,117,009 
5,464,662 

12,680,346 
3,203,380 

541,044 
441,se6 

4,613,7'15 
476,402 

42,369 

22,054.018 
12,432,495 

6,431,401 
10,957,954 

8,034,073 
25,838,54$ 
25,267,047 

9,O18,OO5 
31,669,201 
58,832,982 
43,094,530 
32,400,003 
33,616,571 
85,t60,270 

491,257,9<18 

1,477,244-
453,5$3 

3,7t1,172 
1,1;29,049 

27,634,041 
11,026,585 
13,290,$2$ 
15,S$O,ns 
14,974,709 
9,9t5,4oo 

SOOK 
DEPREelA nON 

RESERVE 
(2) 

1,117,009 
5,464,662 

12.660,346 
3,203,360 

541,844 
441,568 

4,613,715 
47-6,402 

42,369 

16.951,392 
10,137,100 

8,484,296 
10,200.2:45 
11,751,191 
16,098,186 
24,02'4,325 

8,988,9<13 
21,]99,759 
39,632,041 
2'5,263,690 
29,148,722 
28,069,090 
61,600,6ee 

375.978.079 

1 An,244 
453,563 

3,711,172 
1.129.049 

27,634,041 
11,026,565 
'\3.290.826 
15,9Sf},nS 
14,974,709 
9,915,400 

830,225 
337,283 

100,750,81'2 

FUTURE 
ACCRUALS 

(jj=I1H2H(1)'i511 

4,587.852 
3,120,904 

394,2i2 
1,452,316 
1,637,800 

12,329,385 
3,796,465 
2,708,704 

12.117,955 
22,953,883 
20.690,552 

5,553.680 
7,938,399 

29,819,361 
25,038,970 

154,156,280 

154,156,260 

ASU 
SURViVOR 

CURVE 
14) 

10Q.R:Z.5 
tOO-RZ.5 
10Q.R2.S 
lOo.R2.5 
'\OO-RZ.5 
10Q.R2.5 
100-R2,5 
10()'R2.5 
100-R:2.5 
10().R2,$ 

100-R;2,5 

100.R2.5 
HlO-R:;2,5 
100-R25 
100-R:;2.5 
100.R2.5 
100-R:2.5 
l00.R:2.5 
100-RZ,5 
1OQ..R2.5 
100-RZ.5 
10Q.R:2.5 
100-R2,5 
tOQ.R2.5 
10o.R2,5 

45-80 
45-S(I 
45--S0 
4S-S0 
45-$0 
4&'SO 
'5-$0 
':>SO 
,,;.so 
45-S0 
<l5-S0 
,;.so 

NET 
COMPOSITE 
REMAINING 

LIFE 
16, 

20.1 
20,2 
15.3 

20.1 
26,0 
21U 
25] 
30A 
36.7 
36,6 
37,0 
27,5 
30.3 
34.1 
36.9 

AMOUNT 
(1) pVt.) 

227,248 
154,500 
25,765 
73,747 
6l,992 

472,390 
147;723 

89,102 
330,100 
624,019 
56<1,610 
201,952 
281,927 
686,604 
678.509 

4,783,276 

4,783.276 
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1.03 
1,24 
0.40 
0,87 
0.18 
L63 
o.ss 
0." 
1.1)4 

Ul. 
1.31 
0,62 
0.76 
1.02 
i.t7 
un 

0.97 





NORTHERN !NDIANA PUBLIC SERVICE COMPANY 
Schedule 1 

ESTIMATED SURVIVOR CURVE, OR:IGINAL COST, BOOK DEPREC!ATION RESERVEANO CALCULATED Page 2 of 30 
ANNUAL DEPRECIATION ACCRUALS RELATED TO UTILITY PLANT AT PECEMBER 31,2001 

SNAVELY KING RECOMMENDATIONS 

ORIGINAL COST BOOK ASU COMPOSITE CALCULATED ANNUAL 
AT OEPRECiA nON FUTURE SURVIVOR NET REMA!NING ACCRUAL ACCRUAL 

DEPRECIABLE GROUP DECEMBER 31, 2001 ACCRUALS CURVE SALVAGE RATE 
11) (J)=(lH2H!lj'(5H (4) (5) (6)"(7)1(1) 

312.10 Boiler Plellt cool. 

Bei!1y - Unib 7 and 8 31,832.911 20,902,504 13,044,112 45-S0 (6,64) 17.6 741,143 2.33 
B,jIiI1y Generating Station 114,778.675 85.455,372 45--S0 (8.64) 16.7 4,5e9,606 3.96 
Bamy Una 7 50,875,957 26,050,523 45-50 (6.64) 14,4 1,60B,064 3.56 
SaiUy Unit 6 78.852,941 54,676,551 27,0E16,145 45-S0 (6,64) 17,:; 1.564,517 2.04 
Michlgar"l City Generaring Station 84,861,343 36,807,824 56,75M26 45-S0 (10,02) 22,6 2,489,326 2.93 
Mlch'I'iJi3IIl CHy - Un'll 12 1 HI,819.910 73,121,418 56,104.447 45-S0 (10.02) 21.9 2,653,171 2.21 
R M Schahfer - Units '14 and 15 22,997,005 11,648,042 12,782,671 45-S0 (7.10) 25.0 511,307 2.22 
R M Schahfer- Unil$14, 15,17 and 16 9,515,149 8,172,035 4,016,690 45-S0 (7.10} 25.9 155,162 1.63 
R M Schahfer - Ullfls i7 and 16 44,705,449 24.659,124 23,220.411 45-S0 (7,10) 27.3 650,565 1.90 
R M Schehfer Generalill9 Slation 86,164,240 28,550,769 42,3t1,13.? 45-S0 (7.10) 26.8 1,469,137 2.22 
R M Schahfer· Unft 14 230,980.731 111.161,374 1::i6,218,986 45-S0 (7;to) 23.7 5,74'1',637 2A9 
R M Schahfer - Unil15 162,697,879 lQ7,()85,E124 67,183,591 45-S0 (i".10) 23.7 1,6J4,751 t.74 
R M SCMhfer· Unit 17 157,507,778 100.316,729 00,374,099 45-S0 \t.1O) 24.6 2,4$4,232 1.56 
R M SChahfer· Unit 18 167.141,755 45-SO (i",10) 25,5 1.75 

TOI&! Deprl.lf::fabl<e Account 312.10 1,340,532,380 2.30 

TotaJ ACCOunt 312,10 1,441.193,251 651,095,325 690,091,372 30,174.516 2.14 

312.20 Boiler Plant· Mobile Fuet Hcl!9lSlfil 
Fuily Deprooated 

D H Ml(che!l Geneta\!"9 Statio" 2,218,917 2.216,917 45-50 
Total FUffy D¢proCH'lN<i ACC<4t1t1-312.20 

- Unib 7 and 8 127,235 130,989 4,714 45-$0 (6"') 17,9 263 0.21 
BaHt;< Gen$f8linp Station 4,871,467 2,128,618 2,466,115 45-S0 (6)34) 16.5 133,303 2,74 
MiChigan City Generallng SUiliOO 3,040,053 2,64-6,697 695,969 45-S0 (10.02) 22,6 30,525 1.00 
Michigan elly ~ Unit 12 171,112 38,006 H;0.251 4S-S0 (10.02) 23.5 6,313- 3.59 
R M SchOlhfar- Units 14, 15, 17 and ifJ 370,717 97.342 299,71)6 45-80 {i.10) 31,2 9,606 2.59 
R M Sch~hfef Generating SlallM 10,131,818 4,019,9S6 6,830,977 45-S0 (7.~O) :;0.9 221,067 2.16 
R M Schohfer - Uni\15 181,951 136,735) 45-50 {i.10j 22.0 -1.03 

Total Depreciable Acct"XJnt J12.2f) 18,874,162 10,410,997 2.12 

Total Accour'lt 312.20 21,091.079 12,090,920 10,410,997 399,406 1.69 

312.30 Boiler Plant - Unit Train Coal Cart! 
,<=ulfy Depreci8tnd 

Bailly - Unit$ 7 and 8 2,823,046 2.623,046 25-R2.5 
Bailly Generating Station 17,293 25-R2.5 

Tota! Fully Deprociated Account j 12, 3D 2,840,339 

DeprodabJe 
R M Schahfe(· Units 14, 15,17 end i8 970,020 58,313 811,971 25-R2.5 10.28 19.9 40.803 4.21 
R M Schahfef GellefalH'Iij StatiM 14,576 25-R2.5 10,28 19,9 4.21 

Total Otl,t#1!'Cfeb!e ACCQunI312.JD 72,891 4.21 

T eta! Accouf"lt 312.30 4,052,854 2,913,230 1,Ot4,954 51,003 1.25 

312.40 Boiler Planl - $02: Plan! 
R M Schahfef ~ Units ., i and 18 31,302,027 4,507,249 26,794,718 4S-SQ 26,5 940,188 3.00 
R M $chahlef Generating $!ation 11,Q14.344 1,077,555 9,93$,769 45-$0 30.0 331,226 3.0} 
R M Schahfer - Unit 17 36,:)28,490 6,164,702 28,161,788 45-$0 24,5 1.149,461 3.18 
R M Schahfer ~ UnU18 34,B23,297 6.913'9,3:94 27,853,903 4'5-$0 26.4 1,055,072 3.03 

Total Acoour\t 312.40 113,456,157 20,71$,900 92,747,257 3,475,927 3.06 



, . 

I 

I 



NORTHERN INDIANA PUBLIC SERVICE COMPANY Exhibit_(MJM-9) 
Schedule 1 

ESTIMATED SURVIVOR CURVE, ORIGINAL COST, BOOK DEPRECIATION RESERVE AND CALCULATED Page 3 of 30 
ANNUAL DEPRECIATION ACCRUALS RELATED TO UTILITY PLANT AT DECEMBER 31, 2007 

SNAVELY KING RECOMMENDATIONS 

ORIGINAL COST BOOK ASU COMPOSITE CALCULATED ANNUAL 
AT DEPREClATJON FUTURE SURVIVOR NET REMAINING ACCRUAL ACCRUAL 

DEPRECIABLE GROUP DECEMBER 31, 2007 RESERVE ACCRUALS CURVE SALVAGE LIFE AMOUNT RATE 
(1) (2) (l)-(1H2H(1),(S!l (4) (5) (6) (7)="[ll7i6) (8)-(7)/(1) 

312.50 Boiler Plant - Coal Pile Base 
Fully Deprecialed 

D H MITchell Generating Station 2,640.882 2,840,862 SQUARE 
Total Fully Depreciated Account 312,50 

Depreciable 
Bailly - Units 7 and 8 949,799 930,140 82,728 SQUARE (6.6<1) 20.5 4.035 0.42 
Michlgen City Generating Station 864,033 852,498 (121,927) SQUARE (10.02) 26,5 (4,601) -0.69 
R M Schahfer- Uni!s 14 and 15 1,629.921 2,092,256 (132,411) SQUARE (1,10) 31.5 (4,204) -0.23 
R M Schahfer - Units 17 end 18 2,400.178 2.365,435 165,154 SQUARE (1.10) 38,5 4.609 0.20 

Total Depreciable Account 312.50 5,843,930 5,250,328 13,542 40 0.00 

Total Account 312.50 8.684.792 9,101,190 13,542 40 0.00 

Total Account 312 1,588,588.144 695.919,585 794,278.131 34,700,894 2.16 

314,00 TURBQ-GENERATQR UNITS 
Fully Dapreciated 

D H Mitchell - Units 4 and 5 82,957 82,957 50-S1 
D H Mltchall- Units 4. 5. 8 and ~ 1 72,508 72.500 SO-S, 
D H Mitchell - Units 5 and 8 520,326 520,328 50-S1 
D H Mitchell Generating Station 4,061.504 4,081,504 50-S1 
D H Mitchell - Unit 4 6,958,893 8,956,893 S<>-S, 
D H Mitchell· Unit 5 6,643,575 8,643,575 50-81 
o H Milchell- Unit 8 3,364.430 3.384.430 50-81 
D H M\tchell - Unit 11 5,163,599 5.183,599 50-81 
Michigan City - Units 2 and 3 1,198,747 1,196,747 50-81 
Michigan City - Unll 2 2,403,348 2,403,346 50-81 
Michigan City - Unit 3 2,298,372 2,298,372 50-81 

Total Fully Depfflclal:ed Account 314 34,788.257 34,788,257 

Depreclsble 
Bailly· Units 7 and 8 2,657,803 2,700,581 127,487 50-S1 (6.84) 14.3 8,915 0.34 
Bailly Generating 8tation 3,887,643 1.799,202 2.325,252 50-S1 (6.64) 19,2 12'1.107 3.13 
Bailly· Unit 7 36,770,929 23.799.820 15,412,699 50-S1 (6,64) 14.7 1,048,483 2.65 
Bailly. Unit8 22,000,737 17,728,092 5.733,493 50-81 (6.64) 17.4 329,511 'l.50 
Michigan City GaneraUng Station 2,825,582 2.440,440 888,268 50-S1 (10,02) 22.0 30,376 1.08 
Michigan City - Unl! 12 40,836,880 38,793,860 7.914,593 50-81 (10.02) 20.4 387.970 0.95 
R M 8chahler- Units 14 and 15 1,104,031 757,594 424,823 50-81 (1,10) 24.9 17.061 1.55 
R M Schahfer - Units 14 and 17 89.017 28,338 67,001 50-81 (1.10) 30,7 2,162 2.45 
R M 8chehfer- Units 14,15,17 and 18 1,096,193 609,455 36<1,587 50-S1 (1.10) 25.9 14,076 1.28 
R M Schahfer - Units 14, 17 and 18 115,756 39,101 6<1,874 50-S1 (1,10) 32.1 2,644 2.28 
R M 8chahfer - Units 15 and 18 85.912 28,461 44,131 50-S1 (1.10) 31.4 1,405 2.13 
R M Schahfer· Units 17 and 18 1,882,078 784.595 1,209,691 50-S1 (1,10) 31.1 38.697 2.09 
R M Schahfer GaneraJing Stallon 4,515,838 2,630,987 2,205,279 5<>-S' (1,10) 28.9 76,307 1.69 
R M Schahfer - Unit 14 45,150,042 34,820,474 13,535,221 50-S1 (1.10) 22.6 596,91)4 1.33 
R M Schahfer· Unit 15 53,083,407 38,155,858 18,696,873 50-81 (7.10) 24.4 766,257 '.44 
R M 8chahfer. Unit 17 83.877,474 59,508,497 30,110.078 50-S1 (1,10) 25,6 1,167,057 1.39 
R M Schahfer - Unll 18 88,174,461 58,139,082 38,295?65 50-S1 (7.10) 27,5 1,319.846 1.50 

Tolal DapracJebla Accounl314 367,693,160 280,958,212 135,2f9,894 5,930,999 1.53 

Total Account 314 422,479,417 315,754,489 135.219,694 5,930.999 "t.40 





NORTHERN INDIANA PUBL.IC SER\I!CE COMPANY Exhibl'_(MJM~$) 
Schedule 1 

ESTIMATeD SURVIVOR CURVe., ORIGINAL COST, BOOK DEPRECIATION RESERVE AND CALCULATED Page 4 of30 

ANNUAL DEPRECIATION ACCRUALS RELATED TO UTILITY PLANT AT DECEMBER 31. 2007 
SNAVEL. Y KING RECOMMENDATIONS 

ORIGINAL COST BOOK ASU COMPOSITE CALCULATED ANNUAL 
AT DEPRECIA nON FUTURE SURVIVOR NET REMAINING ACCRUAL ACCRUAL 

DEPRECIABLE GROUP DECEMBER 31 1 2001 ACCRUALS CURVE SALVAGE AMOUNT 
(1) 1;l=(ij.(2H(11'(s)) (4) 15) (7)=(3)1(6) 

:;15.00 ACCESSORY elECTRIC EQUIPW,ENT 
Fuffy DepredaM;:J 

D H MilchelJ Vrul$ <I .end.5 3,406 3,406 55-L 1.5 
D H Milchall w jJn,j.s 4, 5 and {3 23,450 23,450 55-L1,5 
o H Mitchell-Unll'S4, 5, 6and 11 113,!i19 113,5H) S5-Ll.S 
o H Mitchel! - Unil'S 5 and 6 2,223,011 2,:223,011 55-Ll,5 
o H Mitcha!! Ganerating Sta~on 7,240,293 554..1,5 
o H Mltchen ~ Unit 4 2,049,205 S5-l1.S 
o H Mi!chen w Unit 5 815,536 815.536 55-l1.5 
o H Milchefl - UnJt e 007,664 907JI$4 55-l1.S 
o H Mitchell Vnitl1 4.304,16? 4,304,187 55-l1,5 
Michigan City ~ !JOlts 2 and 3 l,35$,SOS l.~,SOO 55-l1.5 
Michig$n City. Unit 2 194,267 19.{,281 55-U.S 
Michigan City· Unil :) 55-L 1,5 

Total Fuity Depreciated Account 315 

Units 7 and 6 2,97S,569 1,631,726 1,345,665 5tH1,5 (8,54) 18.7 71,962 2.42 
Generallng Station 7,369,637 2,947,095 4Jf33,~14 554..1.5 {6,54} UtA 254,289 3.44 

Unit 7 10,162.902 9,369,868 1,469,361 S5-l1,5 13.B 105,709 104 
8ailty. Unil 8 16.5£3.650 12,185,605 5,471,871 55-l1.5 16.2 300,971 1.82 
Michigan CIty Slalion 18,6$5,626 10,315,327 10,242,598 55-l1.5 23.9 426,561 Z.'" 
Michigan City" Unit 16,169,334 15,946,41110 4,153,431 55-l1.5 21.2 195,917 1,07 
R M Schah1er - Units 14 end 15 3,109,868 1,950,$37 1,379.817 55-L 1.5 25.9 53.267 1.71 
R!VI Schahfer- Units 14, 15, 17 and 18 3,276.235 1,700,425 ~,eo7,58S 55-l1.5 (7,10) 30.3 59,856 1.82 
R M Schahfcr - Unils 17 and 16 34,020,867 24.103,521 12,332,829 55-l1,5 (7.10) 27.3 451.745 1.33 
R M Schahter Generating StaUorl 27.187,536 19,017.280 10,100,570 55-L 1.5 (7.10) 27,S 383,330 D' 
R M ScheMef ~ Unit 14 22,873,364- H.I,630,160 5.687,213- S5-L1,5 (7.l0} 22,4 253,001 1.11 
R M SChah'ler· Unit 15 21,080,108 15,385,937 7,169,436 Ss...l1.5 (7.10) 24.7 290,261 1.36 
R M Sctq~h'lar • Unlt 1 7 37,097,042 27,662,673 12,8.32,159 SH1.5 (7,10) 26,0 493,545 1.30 
R M SChah'lar. Unn 18 31 433,207 20,8.36,270 55-U.5 (7,10) 28.0 456.188 1.4$ 

iolal Depreciable Accoun/3'15 255,030,562 182,306,241 3,780,379 1,48 

Tete! Accoonl 315 274,322,853 201,596,332 91,139,$44 3,780,379 1.38 

318.00 MISCElLANEOUS PO\"iER PlANT EQUIPMi:NT 
Depreclat&d 
H Mlt(;h~!! - Units 4, 5, 6 and 11 1,269,835 '1,289,835 55-R2 

D H Mltchell- Units 5 and 6 29,770 29,770 55-R2 
D H MitGhd Gene!'1llting Station 513,457 513,457 5s...R:2 
D H Mitchell ~ Vnlt 4 7(>,12(1 78,129 Ss...R2 
D H MlIChell w Unit 5 20.156 20,758 5s.R2 
o H Mltchali • Vnit e 19,691 19,891 5S-.R2 
o H Milchall • Unit 11 194.865 194,885 55-1<2 
Michigan City, Unl\s :2 and 3 114,066 = 

Total FlJfiy O$oP/'9'Ciated Accounl316 2,Z36,793 

Depreciable 
aailly, Units 7 and 8 2,950,891 1,734,752 1.-411,685 55-R2 ;6.64} 19.5 71,403 2.45 
SaUly Gel1Crtl!ins Stiltkm 1,4'97,707 945,827 ;351,328 55-R:2 (6,64) 19,4 32,514 2,24 
S$illy - Unit 7 2$;1,1&6 203,275 &4,392 55-R2 (6.64) 15,1 5,589 2,07 
8allly· !Jnit 8 839,482 492.233 18'9,710 SS.R2 (6:J~4) 19.3 g."", 1.54 
Mlcnigan City- UnaS 2,:3 and 12 1,0$0,253 993,743- 8013,606 55-R2 (86.88) 24.3 32,i94 3.07 
Mio:-J\lgan City GenQ1'ating StatiO(! 1,831,912 1,416,850 37$,579 55-RZ (10.02) 23.8 15,957 0.98 
MichigNl City. Unll 12 2,774,987 2,339,440 713,801 5"'" (10.02) 23,8 2;1,983 108 





NORTHERN INDIANA PUBLIC SERVICE COMPANY EKhibil _ (MJM-9) 
Schedule 1 

ESTIMATED SURVIVOR CURVE, ORIGINAl COST, BOOK DEPRECIATION RESERVE AND CALCULATED Pege 50(30 
ANNUAL DEPRECIATION ACCRUALS RELATED TO UTILITY PLANT AT DECEMBER 31, 2007 

SNAVELY KING RECOMMENDATIONS 

ORIGINAL COST BOOK ASU COMPOSITE 

AT DEPRECIATION FUTURE SURVIVOR NET REMAINING 
DEPReCIABLE GROUP DeCEMBER 31 1 2007 REseRVE ACCRUALS CURVE SALVAGE LIFE AMOUNT RATE 

(1) (z) (3)"(1HZH{1)'{S)) (4) (5) (6) (7)-{3)1{6) (8)=(7)/(1) 
316.00 MISCELLANEOUS POWER PLANT EQUIPMENT, conI. 

R M Schai"lfer _ Unils 14 end 15 669,431 ·H6.665 236,096 5S-R2 (7.10) 27 ,5 8,658 1.29 
R M $chaMer - Units 14,15, 17 and 16 9.296,634 8,950,596 3,006,096 5>R2 (7,10) 30.3 99,211 1,07 
R M ScheMer _ Unlls t7 and 18 1,81 4,481 771.671 1,171,836 55-R2 (7.10) 33 .8 34.670 1,92 
R M Schahfer Generalino Station 1,204,364 $81 ,178 708.698 5S-Rl (7.10) 33.3 21.282 1.77 
R M ScheMer - Unll14 2,497,567 2,334,802 340,092 5S-Rl (7.10) 24.1 14,112 0.57 
R M ScheMer - Unit 15 2,672,566 2,234,&41 627,499 5> R2 (7.10) 26.5 23,679 0.89 
R M Schahfar - Uni! 17 3,562,435 2.806.602 1,008,766 5>R2 (7,10) 26.7 35,149 0.99 
R M Schehfer - Unit 16 3,917,262 2.617 327 1,576,061 5S-Rl (7.10) 31.4 50,257 1.26 

Tota! Depreciable Account 316 36,479,546 26,904.003 12,913,026 487,747 1.34 

Tolal Account 316 38.718.339 29,142.798 12.913,026 467,747 1.26 

TOTAL STEAM PRODUCTION PLANT 2,615.386,501 1.818,391,241 1,166.307,174 49.663.295 1.78 

HYDRO PLANT 
331.00 STRUCTURES AND IMPROVEMENTS 

Norway Generating Station 1,055,735 1&4,960 1,156,146 9~R2.5 ( 27.22) 28 .5 40,637 3,65 
Norway Substation 22,138 5.597 22,503 ~R2.5 (28.93) 28.8 781 3.53 
Oakdele Genenl1ing Station 1,872,853 294 .681 2.080.364 9O-R2.S (28.84) 28.9 71 .985 3.84 
Oakd.!lle SubSletioo 8,923 1,751 7,037 9O-R2,S (26.93) 28.8 244 3.53 

Totel Account 331 2,957,449 487.189 3,266,051 113.&47 3 .... 

332.00 RESERVOIRS , DAMS AND WATERWAYS 
Norway Genereting Station 2,011,877 136.621 2,519,013 10~R2.5 (32.01) 27 .8 90,812 4.50 
Norway SubSle\ion 46,843 3.285 56,011 10~R2.5 (30.86) 29.0 2,000 4.27 
Oakdale Genereting Station 3,911,909 249.891 4,916,301 100-R2.5 (32.11) 27.7 177.558 4.54 

Tolal Account 332 5,970.429 389,597 7,495,326 270.168 4.53 

333.00 WATER If"HEElS, TURBINES & GENERATORS 
Nocway Genereting S(.ellon 1.540.640 747.623 1.190.183 7~R2,5 (25.78) 28.4 41 .908 2,72 
Oakdale GenerallnQ Slation 2,933.102 1.797,436 1.902,455 7~R2.S (26.14) 27.8 68.434 2.33 
Oakdale SubSlalion 59,723 7,352 87.473 7~R2.S (25.30) 29.2 2.311 3.87 

Total Account 333 4,533,466 2,552.421 3,180,110 112.652 2.48 

334.00 ACCESSORY ELECTRIC EQUIPMENT 
Norway GenerallnQ Station 1,532,673 419,442 1.290,904 55-L 1.5 (11.59) 26.0 49,850 3.24 
Norway Substallon 24,087 10,670 16,410 55-L 1.5 (12.52) 23.4 701 2.91 
Oakdele Generallng Station 355,846 125.480 273,360 55-l1.5 (12.08) 24.6 11,112 3.12 
Oakdele Substation 95,686 25107 61,607 55-l1 .5 (11.52) 26.2 3.'22 3.26 

Total Account 334 2.008.453 560.899 1.682,481 64.586 3,22 

335.00 MtSCEllANEOUS POWER PLANT EQUIPMENT 
Norway GeneratinQ Station :)4,197 34.197 0 5O-Ll .5 
Oelcde~ GenelaUng Slalion 58,205 "0.053 {51 ,848} 5O-l1 .S 

Tolal Accounl335 92,402 144.250 (51,846) 

TOTAL HYDRO PLANT 15,582,198 4,154.158 15,534.120 561.054 3.81 





NORTHE~N INDIANA PUBLIC SERVICE COMPANY , 
ESTiMATED SURVIVOR CURVE, ORIGINAL COST, BOOK DEPRECIA TION RESE~VE AND CALCULATED POI\}& 6 of 30 

ANNUAL DEPRECIATION ACCRUALS RELATED TO UTILITY PLANT AT DECEMBER 31,2007 
SNAVELY KING RECOMMENDATIONS 

ORIGINAL COST BOOK ASU COMPOSITE 
AT DEPREClAllON FUTURE SURVIVOR NET REMAINING 

DEPRECIABLE GROUP ACCRUALS CURVE SALVAGE LIFE AMOUNT RATE 
(3) ilH'H(1)'15)) 14) (5) (6) m=(3)11") 181=(7)1(1) 

GAS TURBINE PLANT 
34LOO STRUCTURES AN01M?ROVEMENTS 

Fuffy Oepncisted 
Unil'tO 2O:o.0ge ZOO,OOO 45-S3 
t:hel! • Unl! 9A 93.581 45-S3 

lofa! Fully Depnciefed ACCOtltlf 34 f 302,677 

Deprnciabie 
R M SChlllhfer" Uni{$ 10A and 169 640.10$ 001.$69 &4,491 45-S3 (3.10) 12.3 5,243 OJ" 
R M Sehehfsr. Unit 16A 718,563 756J)45 {14,761) 45-S3 (3.16) 11.8 \1,251; -iU7 
R M Schehfer" Urnt 16B n,u?t~ 386 45-S3 (3.16) 11.8 0.02 

Ta/al D¢ptru:Jabfa A~134t 1,731,892 50.098 0.23 

Tota! Account 341 2.030,542 2,034,569 50,098 43)23 0.20 

342,00 FUEL HOLDERS, PROOUCTS a.. ACCESSORIES 
,d 
,0 43,439 43,439 5O-S3 

Unl!9A 314,702 314,702 5O-S3 
D H Mild'lol! G$'f\eratlflg St.HIOtl 5O-S3 

ToW Fulfy De:prW<lteC A"DUnt 3<Q: 

t:>e,creciabk 
Bailly Gilnerellng StatiOn 41'3,347 434,240 7,122 5O-S3 (6]8) 11.5 .,. 015 
R M Sd'lahf*r~ Umts 1$Aanc 168 4.670,824 5,161,500 39,454 5O-S3 (6.78) )1.5 3,431 0.01 
R M Sdlahfer Gilnerebrlg Slation 28,001 2!l151 2,677 5D-S3 (6.66) 12.0 223 077 

2,212.1)32 2203,530 157,61t1 5O-S3 (6.66) 12,0 1'3,135 0." 
1.298,101 1.242,023 H2N2 5O-S3 (6.64) 12.1 0,91 

To{al Depnciabie Accouli! 342 8.824,805 9,069,444 349,163 0.33 

Tota! Acco;;nt 342 0.2'30,085 9,474,7D4 349,'(63 29,188 0,32 

343.00 PRIME MOVERS 

H MltcheU Generaling Station 4.464 4,464 45-R3 
D H Milehell • Uni! SA 1,0.00,364 1.600,364 45-R3 

Tolel FlJfly Depreciated AccoIJ11I343 1,604,828 1,604,828 

Slatlon 421,259 182,886 27$,958 45-R3 (9.63) 11.4 24,470 5.131 
$!alfon 207,048 87,146 ~39,649 45-R3 (9.63) 11,4 12,287 5,92 

2,549,987 2,419,891 375.7fTJ 45-R3 (9.63) 11.4 32,982 '1.29 
R M Schahfer ~ Unt!;\l16A and 168 3,710,026 3,567,706 4'95,611 45-R3 (9.52) 11.7 42.3£10 i,14 

R M Sdlahfer ~ Urtit HIA a,147,~ 6,476,741 458,678 45-R3 (I':L67) ,1,3 40,608 CUiO 
R M Schahref ~ UnJt HIS 91136,724 9,465,840 554,559 45-R3 (9.67) 11.3 0.54 

Total D1epreci;\loJ(l A;;ooun! -3'4:) 24,172,649 24,:200,210 2,303,620 0.53 

T ota! Account 343 25,mAn 25,605,036 2,300,820 201.744 0,78 





NORTHERN INDIANA PUBLIC SERVICE COMPANY Exhibit_(MJM-9) 
Schedule 1 

ESTIMATED SURVIVOR CURVE, ORIGINAL COST, BOOK DEPRECIATION RESERVE AND CALCULATED Page 7 of 30 
ANNUAL DEPRECIATION ACCRUALS RELATED TO UTILITY PLANT AT DECEMBER 31, 2007 

SNAVELY KING RECOMMENDATIONS 

ORIGINAL COST BOOK ASU COMPOSITE CALCULATED ANNUAL 
AT DEPRECIATiON FUTURE SURVIVOR NET REMAINING ACCRUAL ACCRUAL 

DEPRECIABLE GROUP DECEMBER 31, 2007 RESERVE ACCRUALS CURVE SALVAGE LIFE AMOUNT RATE 
(1) (2) P)-(1H2H(1)'(S)) (4) (5) (s) (7)=(3)1(6) (8)-(7)1(1) 

344.00 GENERATORS 
Fufty Dapredated 

8allly - Unit 10 Regulating Station 26,231 28,231 45-R2.5 
Bailly - Unil 10 542,631 542,631 45-Rl.5 
D H Milchell- Unit 9A 362,847 362,647 45-Rl.5 
R M Schahfar - Unit 16A 2,365,606 2,385,606 45-Rl.5 
R M Schahfer - Unit 16B 2,365,606 2,385,606 45-Rl.5 

Total Fully Deprsciated Accoun/344 5,705,324 5,705,324 

Depreciable 
R M Schahfer Generating Station 65,163 583,811 (517,602) 45-R2.5 (1.30) :>4.9 1,907 2.93 

Total Accounl344 5.770,467 6,289,135 (517,802) 1,907 

345.00 ACCESSORY ELECTRIC EQUIPMENT 
Fully Depreciated 

D H Milcheli- Unit 9A 532,231 532,231 35-S3 
D H Mltche!1 Genarating Station 19,426 19,426 35-S3 

Total Fully Deprscia/ed Accoun/345 551,657 551,657 

Deprec/able 
8ailly GMerating Station 123,764 112,625 21,003 35-S3 (7.95) 5.' 3,560 2,88 
8allly - Unl110 602,172 498,122 148,677 35-S3 (7.4-4) 7 .• 19,569 3,25 
R M Schahfer - Units 1eA and ieB 24,933 21,006 5,733 35-S3 (7.24) 8.3 691 2.77 
R M Schahfer - Unit 16A 814,666 569,950 298,712 35-S3 (6,63) 10,6 26,180 3.46 
R M Schahfer - Unit 16B 802,521 559,980 295,711 35-S3 (8.63) 10,6 27,897 3.48 

Tolal Depreciable Account 345 2,368,096 1,761,683 770,037 79,917 3.37 

Total Account 345 2,919,753 2,313,340 770,037 79,917 2,74 

348,00 MISCELLANEOUS POV\IER PLANT EQUIPMENT 
8ailly - Unil10 Regulating Station 46,151 58,336 (9,877) 50-R3 (S.OO) 
Ballly- Unit 10 230,444 241,968 (0) 50-R3 (5.00) 
D H Mitchell - Unll 9A 24,896 26,142 0 50-R3 (5.00) 
R M Schahfer - Units 18A and j6B 75,462 79,235 0 50-R3 (5.00) 
R M Schahfer - Unit 16A 37,122 36,978 0 50-R3 (5.00) 
R M Schahfer· Unit 16B 24,094 25,299 (O~ 50-R3 (5.00) 

Total Accounl346 436.170 469,956 (9,877) 

TOTAL GAS TURBINE PLANT 46.166,494 46,386,742 2,945,237 316,759 0.69 

TRANSMISSION PLANT 
350,20 LAND RIGHTS 11,241,504 6,294,787 2,946,717 65-R4 39.2 75.171 0.67 
352,00 STRUCTURES AND IMPROVEMENTS 14,433,696 5,604,992 9,761,333 50-R1,5 (6.46) 33,6 290,516 2.01 
353,00 STATION EQUIPMENT 342,814,105 128,274,702 226,572,t78 40-S0.5 (3,51) 26,2 6,724,129 2.54 
354.00 TO'vVERS AND FIXTURES 86,317,313 68.436,446 34,177,440 60-R4 (16.19) 31.8 1,074,762 1.22 
355.00 POLES AND FIXTURES 92,986,755 45,797,225 52,936,112 50-R2 (6.16) 41,8 ',272,503 1,37 
356,00 OVERHEAD CONDUCTORS AND DEVlCES "2,807,617 75,627,244 46,227,543 55-R2.5 (8.02) 35.8 1,291,272 1,14 
357,00 UNDERGROUND CONDUIT 363,171 234,582 148,589 55-53 54.0 2,752 0,72 
358.00 UNDERGROUND CONDUCTORS AND DEVICES 769,396 151,624 637,n2 40-R1.5 27.0 23,621 2,99 
359,00 ROADS AND TRAILS 70,027 51,661 16,346 60-R5 31.6 581 0.83 

TOTAL TRANSMISSION PLANT 683,843,763 330,475,283 375,426,030 12,755,307 1,92 





NORTHERN INDIANA PUBL1C SERVICE COMPANY ExhlbIL(MJM-9) 
Schedule 1 

ESTIMATED SURVIVOR CURVE, ORIGINAL COST, BOOK DEPRECIATION RESERVE AND CALCULATED Page 5 of 30 
ANNUAL DEPREC!ATION ACCRUALS RELATED TO UTILITY PLANT AT DECEMBER 31, 2007 

SNAVELY KING RECOMMENDATIONS 

ORIGINAL COST BOOK ASU COMPOSITE CALCULATED ANNUAL 
AT DEPRECIATION FUTURE SURV1VOR NET REMAIN!NG ACCRUAL ACCRUAL 

DEPRECIABLE GROUP DECEMBER 31, 2007 RESERVE ACCRUALS CURVE SALVAGE LJFE AMOUNT RATE 
(1) (2) 131-(1)-(2HI')'(S)1 (4) (51 (S) (7)={3)1161 (8) (7)/(') 

DISffilBUTION PLANT 
360,20 lP;ND RIGI'fJ'S 553,230 222,825 330,405 85-R4 33.0 10,012 1.61 
361,00 STRUCTURES AND IMPRovEMENTS 11,707,553 6,086,808 5,994,218 50-R1.5 (3.19) 29,6 202,507 1.73 
362.00 STATION EQUIPMENT 205,064,007 62,935,995 129,059,175 45-S0,5 (3.38) 26.0 4,609,258 2.25 

POLES, TO\r'JERS AND FIXTURES 
384.10 Customer Trensformer Station 30.196.033 17,710,658 18,821,209 45-S0.5 (20.32) 32.2 578,298 1.92 
3'64.20 Pole:!', Towers, and-FIxture:!' 224,t65,558 87,148,952 t 90,908,006 40-Rl (24,04) 27.2 7,018,677 3.13 

Tdisl 'Account 384 254,361,591 104,857.610 209,529,215 7,598,975 2.99 

365.00 OVERHEAD CONDUCTORS AND DEVICES 189,248,787 127,787,430 80,468,825 50-Rl.5 (11.22) 36.5 1,570,619 0.93 
38'8.00 UNOERGROUND CONDUIT 3,646,038 1,930,399 1.715,837 60-53 39.8 43,324 1.19 
367.00 UNDERGROUND CONDUCTORS & DEVICES 205,520,093 71,000,167 141,873,681 50-R2.5 (3.51) 41.7 3,397,450 1.65 
368,00 LINE TRANSFORMERS 195,831,364 95,599,250 100,032,114 37-Rl.5 27,9 3,585,380 '.63 

SERVICES 
369.10 Overttead Services 37.354,317 42,365,207 (3,271,501) 45-Rl.5 (4.71) 44,3 (73,849) -0.20 
389.20 Underground Services 136,032,768 97,098.205 46,552,101 50-S2.5 a.07) 44.2 1,096,464 0_81 

Total Accounl369 173,367,105 139,463,412 45,260,600 1,024,615 0.59 

METERS 
370.10 Customer Metering Station:!' 11,121,145 5,433,677 5,560,687 38-R2 1.14 27.0 205,951 1.85 
370,20 Meiers 57.89£.041 20.939,318 36.379.339 32-01 1.17 25.7 1,415.539 2.44 

Total Account 370 69,017,166 26,272,995 41,940,027 1,62'\,490 2,35 

371.00 INSTALLATIONS ON CUSTOMER PREMISES 7,297,505 4,367.900 3,977,233 17-01 (14,63) 13.9 286,132 3.92 
373.00 STREET L1GHT!NG AND S!GNAL SYSTEMS 34.364.231 26,375,614 11.129.306 30-R1 (14,06) 22.0 465,996 1.41 

TOTAL DISTRIBUTION PLANT 1,329,796,671 668,980,805 751,130,433 24,433,757 1.84 

GENERAL PLANT 
390.00 STRUCTURES AND IMPROVEMENTS 14,671,554 7,912,620 8,989,077 45-50.5 (1.57) 31.6 236,775 1.61 

OFFICE FURNITURE AND EQUIPMENT 
391,10 Qffice Furniture and Equipment 5,619,066 2,563,361 3,035,707 20-50 5.9 514,527 9,16 
39120 ComputefS and Peripheral Equipment 34,491,065 6,362,422 26.128,663 7-SQ 2.0 13,064,331 37.88 

Tolel Account 391 40.)10.153 10,945,783 29,164,370 13,578,858 33,85 

393.00 STORES EQUIPMENT 1,999,776 950,711 1,049,085 30-SQ 8.6 121,964 6.10 
394,00 TOOLS, SHOP AND GAAAGE EOUIPMENT 19,883,324 10,073,534 9,609,790 25-S0 7.8 1,290,762 6.49 
395.00 lABORATORY EOUIPMENT 17.296,B05 9.043,522 6,255,283 20-S0 4.8 1,794,627 10.37 

397.00 COMMUN!CATIDN EOUIPMENT 19,196,321 7,816,813 11,361,506 15-S0 6.2 1,635,727 9,56 
398,00 MISCELLANEOUS EOU!PMENT 949,329 271,567 677,742 20-S0 6.6 76.807 8.30 

TOTAL GENERAL PLANT 114.,111,261 47,014,770 67.328.835 16,937,540 16,60 

TOTAL DEPRECIABLE PLANT 4,984,546,909 2,935,402,797 2,400,569,829 106,687,713 





NORTHERN INDIANA PUBLIC SERVICE COMPANY 

ESTIMATED S1.JRVIVOR C1.Jfi.VE, ORIGINAL COST, SOOK DEPRECIATION RESERVE AND CALCULATED 

ANNUAL DEPRECIATlON·ACCRUALS RELATED TO UTILITY PLANT AT PEC!;:MBER 31, 2007 
SNAVELY KING RECOMMENDATIONS 

DEPR!;:CIABlE GROUP 

ORIGINAL COST 
AT 

'lnlenm survivor curves u$ed:, Ead; Iocaikm has a unique probable retiremenl dale. 

SUGAR CREEK RATES 

STEAM PLANT 
311 ),)0 STRUCTURES ANO IMPROVEMENTS 
312.10 BOiLER PLANT EQUIPMENT 
314.00 TUR60-GENERATOR UNITS 
315.00 ACCESSORY ElECTRIC EQUIPMENT 
318.00 MISCElLANEOUS POWER PLANT EQuIPMENT 

Totru Sleem 

GAS TURBINE PLANT 
341.00 STRUCTURES ANt) IMPROVE;MENTS 
341"00 FUE.L HOLOERS. PROOVCTS 8. ACCESSORIES 
343.00 PRIME MOVERS 
344.00 GENERATORS 
345.00 ACCESSORY ELECTRIC EQUIPMENT 
346,00 MISCELLANEOUS P01NER PlANT EQUIPMENT 

T QI;iII Gas T orbine 

TOTAL SUGARCREEK 

Sources~ 

Col!L(1}. toOUCC$e!7DEPw:31. 
Col. (1) $&123--010 A!ta.:hmen! B.xll. 
Col. (4) tor S~9f Creek from Spanos testimony, p. 19. 
Col. (2) from SChedule 5, 
Col. (5) from ScMduie 4 ($!(J$mJ and Schedule 3 (aU others). 

12,432,495 
114.776,675 

3,867.&43 
7.3W.537 
1.497.701 

i39.95e,151 

718,563 
2,213.632 
8,147,60B 

65,163 
614,686 

37.122 
115J96.771 

151 J't62.928 

BOOK 
DEPRECIATION 

RESERVE 
III 

FUTURE 

ACCRUALS 
(~j"11H2H(WI"ll 

ASU 
SURVIVOR 

CURVE 
14; 

!lO 

60 
60 
60 
60 

40 
40 
40 
40 
40 
40 

NET 
SALVAGE 

ISj 

(1.55) 

(1.55) 
(1.55) 

(1.00) 
(2.86) 
(3.17) 
(1.07) 
{2.12) 
(1.00) 

COMPOSITE 
REMAINiNG 

LIFE ,6l 

ExhJbit_tMJfI,M!) 
SChedule 1 

Page 9 of 30 

160,291,623 
:53.004,110 

210,420 
1.942,$29 

$5AOO 
125,070 

18,154 
5e,771 

210:.15$ 
1,64ll 

20.798 

2.677,368 

RATE 
ISI=(7jl(1) 

1." 
um 
Hi!;! 
1.69 
1.59 

2.53 

2." 
2.56 
2.53 
2.55 
2.53 





NORTHERN INDIANA puauc SERViCE COMPANY 

ESTIMATED SURViVOR CURVE, ORIGINAL COST, BOOK DEPRECLA nON RESERVE AND CALCULATED 
ANNUAL DEPRECIATtON ACCRUALS RELATED TO UTILITY PLANT AT DECEMBER 31, 2007 

SNAVELY K~NG RECOMMENDATIONS 

DEPRECIABLE GROUP 

CQMMON PLANT 
;)90.00 STRUCTURES AND JMPROVEMENTS 
390.10 LEASEHOLD IMPROVEMENTS 

Total Account 390 

OFFICE FURNlTURE AND EQUIPMENT 
391.10 Office Fumllure end Equlprnen! 
391.20 Compuaers and Peripheral Equipment 

TO!ii11 AccQunt 391 

393.00 STORES EQUIPMENT 
394,00 TOOLS, SHOP AND GARAGE EOUIPMENT 
395,00 LABORATORY EQUiPMENT 
3117.00 COMMUNICATION EOUIPMENT 
398.00 MISCELLANEOUS EQUIPMENT 

TOTAL COMMON PLANT 

TOTAL DEPRECIABLE PLANT 

Sm.m::es: 

ORIGiNAL COST 
AT 

DECEMBI:::R 31, 2007 
fIT 

73.386.304,34 
2,740,911.25 

76,127.215.59 

26,613,139,14 
17,!1S5,557.53 
44,796,696,67 

4,t24,719,96 
11,t20.765.89 
2,787.500.31 

49,694,824,6$ 
2,589,365.47 

191,243,088,75 

191.243,088,75 

Cois., 
Col. 

r$sponsa to ovec Se-! 7 DEP·31. 

SOOK 
DEPREel. TION FUTURE SURVIVOR 

R~S~RV~ ACCRUALS 
12) (3j=W12H(1)'IS)) 

27,107,811 47.684,388 43--$0.$ 
2,740,911 20-S0 

29,846,522 

10,552,707 16,260.432 20-S0 
7-S0 

1,359,402 2,765,318 3<l-Sa 
997,480 10,123.286 25-$0 
514,514 2,212,968 20-Sa 

12,969,317 36,705,508 ts-sa 
1,062.50t 1,506,$64 20-Sa 

53.190}00 139.458.0tn 

5l,1M,700 139,4$8,OSl 

NET 

(1,92) 

COMPOSITE 
REMAJN1NG 

lIFE 
m 

26.2 

2.8 
1.. 

it.S 
4.8 
5.5 
3.0 ,. 

Exhibit_(MJM-9) 
Schedule 2 

P.ags 10 of 3D 

CALCULATED ANNUAL 
ACCRUAL ACCRUAL 

{'I=(3)1(~J 

1.820,015 
o 

1.820,015 

5,807,297 
12,299,611 
t6,t06.9{)9-

240,462 
2,109,018 

413.270 
12,235,169 

396,543 

35,321.JB6 

3$,321,3-86 

RATE 
(8) (7)1(1) 

2.48 

2.39 

21.66 
68.39 
40.42 

5.83 
18.96 
14.83-
24.62 
15.31 

t8.47 
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NORTHERN INDIANA PUBLIC SER\IlCE COMPANY Page 11 of30 

CALCULATION OF PRESENT VALUE NET SALVAGE 

1984 11112008 Compound Original Cost Composite Spanos Future PV Future 
Cost Cost Growth At Remaining 

DEPRECIABLE GROUP Index Index 
-11-)- 12) 

STEAM PLANT 
312.30 BoHer P!ant· UM Tr..un Coal Cars 

Depreciable 
R M SChahfer· Units 14. 15. 17 and is 20a 557 3.40'% 970,020 19.9 20<00 194,004 99,736 10.28 
R M Schahter Generating Station 25a 557 3.40% 242,505 19.9 20<00 46,501 24,934 10.28 

Tota! Depn;ciable ACCOlint 312<30 

HYDRO PLANT 
331.00 STRUCTURES ANO iMPROVEMENTS 

Norway Generatlng Station 221 501 3.62% 1,055,735 28.5 ~ (791,801) (287,391) (27.22) 
Norway Subslation 221 501 3.62% 22,138 28.8 • (18,803) (5<982) 126.93) 
Oakdale Generating Station 221 501 3J32% 1,872,853 2B.S· {1,4D4,4S9} 126.84) 
Oakdale Substation 221 S01 3J,2% e.923 28.S * (5",93) 128.93) 

Tota! Account 331 2,957,449 

332,00 R!;SERV01RS, DAMS AND WATERWAYS 
Norway Generating Station 217 431 3,11% 2,011,677 27.B ~ (75) (1 ,SOB, 757) 1643<958) (02m) 
Norway Substation 217 439 3,11% 46.643 29.0 • (75) 135<132) 114,454) (3M8) 
Oakdale Generating Station 217 439 3.11% 3,911,909 27.7 • (75) (2,933,932) (1,256<083) (32<11) 

Tolal Account 332 5,970,429 

333,{}O WATER WHEELS, TURBINES 8. GENERATORS 
Norway Generating Station 285 455 2,38% 1,540.640 2SA ~ InO,320) 1397<'85) 
Oakdale Generating Station 288 455 2,36% 2,933,102 27,8 • {1,486,551} (788<788) 
Olilkdale Substation 285 455 2,36% 59,723 29.2 • (29,se2) (15,112) 

Tola! Account 333 4,533,466 

334,00 ACCESSORY ELECTRIC EQUIPMENT 
Norway Generating Station 230 1/ 454 11 3,QCflk 1,532,673 28.0 • (25) 1383<166) (17a73) (1ts') 
Norway Substation 230 1/ 454 11 MD% 24,067 23,4 • (25) (B,O,?) 13,013) 112<.2) 
Oakdale Generating Station 230 11 454 11 MO% 355,846 24,6 • (25) 188,962) (42,994) (12,08} 
Oakdale Substation 230 11 454 11 3,OQ'Yil 95,$$6 26,2 .. (25) (23,967) (1 U)48) (1'""2) 

T otel Account 334 2,008.453 

335.00 MISCELlANEOUS POWER PLANT EQU!PMENT 
NOrway Generating Station 230 11 454 11 3.00% 34,197 
Oakdale Generating Station 230 11 454 1/ 3,00% 58,205 

Total Account 335 92,402 

TOTAL HYDRO PLANT 15,582,198 
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NORTHERN INDIANA PUBLIC SERVICE COMPANY Page 120f30 

CALCULATION OF PRESENT VALUE NET SALVAGE 

1984 1/112008 ComPound Original Cost Composite Spanos Future PV Future 
Cos! Cos! Growth At Remaining Nel Salvage 

DEPREC!ABLE GROUP Index Life 
-(,-)- (5) 

GAS TURBIN~ PLANT 
34100 STRUCTURES AND IMPROVEMENTS 

Depreciable 
R M $chahfer - Units 1eA and 16B 238 11 SIl2 II 3,98% 840,108 12.3 ~ (5) 
R M Scllahfer - Unit 1eA 238 11 582 II 3.960/:. 718,563 11.8 ~ (5) 
R M $chahfer - Unit 168 238 11 582 'I 3,96% 11.8 .. (5) 

Tota! Depreciable Account 341 

Total Account 341 2,030.542 

342.00 FUEL HOLDERS, PRODUCTS & ACCESSORIES 

135 512 3.44'%, 413,347 11,5 ~ (10) (4035) (6.76) 
235 512 3.44% 4,870,824 11.5 • (10) (487,082) (6.76) 

R M Schahfer Generating Station 235 5'2 3.44% 28,901 12,0 • (10) (2,890) (6.66) 
R M Schahfer - UnH 16A 235 512 3.44% 2,213,632 12,0 • (10) (221,363) (6.66) 
R M Schahfer - Unit 16B 235 512 3.44% 12,1 • (10) (129,-$10) (6.64) 

TOlal Depredabfe Account 342 

Total Account 342 9.230,065 

343.00 PRIME MOVERS 
Deprf)ciabfe 
8!'JtJly Generating Station 238 11 582 1/ 3,96% 421,259 11.4 ~ (15) (63,189) (9.63) 
Bailly - Unit 10 Regulating St!'Jtion 238 11 582 II 3.96% 207,046 11.4 • (15) (31,057) (9.63) 
BaiJly- Unit 10 236 11 582 1/ 3,96% 2,549,987 11.4 .. (15) (382,498) (9.63) 
R M Schahfer ~ Units 1eA snd 168 236 'I 582 11 3.96% 3,710,028 11,7 • (15) (556,504) (9.52) 
R M Schahfer~ Unil16A 236 11 582 'I 3,98% 8,147,606 11.3 ~ (15) (1,222,141) (9.67) 
R M Schah1er~ Unil168 238 'I 582 'I 3,96% 11.3 * (15) (1,370,509) (9.67) 

Tota! Depreciable Account 343 

Total Account 343 25,777,477 

344.00 GENERATORS 
Depreciablf) 
R M Schahfer Generating Station 239 58' 3J~4% 65,163 34.9 .. (5) (3.258) (845) (1 30) 

T 01al Accounl 344 5,770,487 

345.00 ACCESSORY ELECTRlC EQUIPMENT 
Dej;!f1!ilciab!e 

Generating Station 236 'I 582 11 3J~6% 123,784 5,9 .. 
~ Unit 10 ""6 11 582 11 3,96% 602,172 7,8 ~ 

R M Schahfer- Units 16A and 16B 236 11 582 if 3J:8% 24,933 8,3 * 
R M Schahfer- Unit 16A 236 'I 582 if 3,96% 614,686 10,6 .. 
R M Schahfer- Unit 16B 236 11 582 if 3.96% 10.1'1 .. (10) (SO,252) 

T Ola! Depreciable Acoounf 345 

T ota! Account 345 2,919,753 
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NORTHERN INDIANA PUBLIC SERVICE COMPANY Page 130f30 

CALCULATION OF PRESENT VALUE NET SALVAGE 

1984 1i1J200S Compound Original Cost Composite Spanos Future PV Future 

Cost Cost Gro'Wth At Remaining Net Salvage Net $alv~e 
DEPRECIABLE GROUP Life 

(5) 
34600 MISCELLANEOUS POWER PLANT EQUIPMENT 

Bailly - Unit 10 Regulating Station 23$ 11 582 11 3.95% 46,151 
Bailly - Unit 10 238 11 552 11 3.95% 230,444 
D H Mitchel! Unit 9A 238 1/ 552 11 3.96% :24,898 
R M Schahfer ~ Units 16A and 16S 238 11 582 11 3.95% 75,462 
R M Schahfer ~ Unit 1M 238 11 582 11 3.95% 37,122 
R M Schahfer ~ Unit 1 €Ie 238 11 582 11 3,00% 24,094 (5) (1.205) 

T otai Account 346 438,170 

TOTAL GAS TURBINE PLANT 46,166,494 

TRANSMiSSION PLANT 
350.20 LAND RIGHTS 239 11 605 11 4.11% 11,241,504 39.2 
352.00 STRUCTURES AND iMPROVEMENTS 239 11 S03 1/ 4.11% 14,433,896 33.8 (25) (3.008.474) (6.46) 
353.00 STATION IZ,QUlpMt;NT 241 604 4,08% 342,814,105 2$.2 (10) (34,2B1,410) (3.51) 
354.00 TOWERS AND F1XTURES 227 513 3,81% 88,317,313 31,$ (50) (44,158,657) (16.19) 
355.00 POLES ANO FIXTURES 234 581 3.87% 92,9S6,755 41,6 (30) (27,896,027) (5.74S,478) (e.iS) 
35!loo OVERHEAD CONDUCTORS AND DEVICES 268 753 4.59% 112,807,617 35,8 (40) (45,123,047) (9,050,042) (8.02) 
357,00 UNDERGROUND CONDUIT 223 494 3.52% 383,171 54.0 
358,00 UNDERGROUND CONDUCTORS AND DEVICES 249 790 5.15% 789,396 27.0 
359.00 R.OADS ANO TRAILS 239 1/ 603 11 4,1 "Itl/Q 70,027 31.6 

TOTAL TRANSMISSION PLANT 663,843,783 

DlSTRIBUTION PLANT 
360,20 LAND RIGHTS 232 1/ 583 1/ 3,93% 553,230 33.0 
301,00 STRUCTURES AND IMPROVEMENTS 232 11 583 1/ 3,93% 11,707,553 29.6 (10) (1,170,755) (374.054) (3.19) 
362,00 STAT10N EQUIPMENT 236 573 3,95% 205,064,007 28.0 (10) (20.506,401) (6,931.123) (3.3B) 

POLES, TOWERS AND FIXTURES 
364.10 Customer Transformer Station 235 511 3.42% 30,196,033 32.2 (50) (,i8,1 i7 ,620) (7032) 
364.20 Poles, TO\1i!;}I'$, and Fixtures 236 511 3.42% 224,165,558 27.2 (60) {134.499.335} (24,Q4) 

Tota! Acccunt 354 254.361,591 

365.00 OVERHEAD CONDUCTORS AND DEV!CES 245 870 4.45% 159,246,767 38.5 (eo) (101,548,060) (18,997,503) (11.22) 
36MO UNDERGROUND CONDUIT 218 467 3,56% 3,648,036 39.6 
36],00 UNDERGROUND CONDUCTORS'& DEVICES 212 554 4,26% 205,520,093 41.7 (20) (41,104,019) (7,217,310) (3.51) 
386.00 LINE TRANSFORMERS 212 002 4,64% 195,631,354 27.9 

SERVICES 
369,10 Oveftlead Services 224 475 3.32% 37,354,317 44.3 (20) (4.71) 
369,20 Underground Services 203 349 2,38% 136,032,788 44.2 (20) (7.07) 

Total Aoccunt 369 173,387,105 

METERS 
370,10 Customer Metertng Stations 204 330 2,11% 11,121,145 27.0 2 222,423 126,572 1.14 
370,20 Meie($ 204 330 2,11% 571896,041 25] 2 1,157,921 677,055 i,17 

T ctal Aocount 370 69,017.186 
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CALCULATION OF PRESENT VALUE NET SALVAGE 

1984 111/2008 Compound Original Cost Composite Spanos Future PV Fulure 
Cost Cost Growth AI Remaining Nel Salvage 

DEPRECIABLE GROUP Index 
-(1-)-

371,00 INSTALLATIONS ON CUSTOMER PREMISES 232 1/ 563 11 3.93% 7,297,508 13.9 (25) (1,824,377) (1,067.818) (14,83) 
373,00 STREET UGHTlNG AND SIGNAL SYSTEMS 273 641 3.78% 34,3641 231 22.9 (35) (12,027,481) (5,142,4$9) (14,98) 

TOTAL DISTRIBUTION PLANT 1,329,798,$71 

GENERAL PLANT 
390,00 STRUCTURES AND IMPROVEMENTS 241 21 568 21 3]3% 14,671,554 31.6 (5) (733,578) (230,004) (1,57) 

OFFICE FURNITURE AND EQUJPMENT 
391.1 ° Office Furniture and Equipment 241 21 559 21 3.73% 5,619,068 5,9 
391.20 Computers and Peripheral Equipment 241 21 559 21 3.73% 34,491 1°65 2,0 

Total Account 391 40,110,153 

393,00 STORES EQUIPMENT 241 2J 559 21 3.73% 1,999,776 8,6 
394,00 TOOLS, SHOP AND GARAGE EQUIPMENT 241 21 559 21 3.73% 19,883,324 7,6 
395,00 LABORATORY EQU!PMENT 241 2J 55. 21 3,73% 17,298,805 4,6 

397.00 COMMUN1CATION EQUIPMENT 241 2J 559 21 3,73% 19,198,321 6,2 
398.00 MJSCElLANEOUS EQUIPMENT 241 V 559 2J 3,73% 949,329 $,6 

TOTAL GENERAL PLANT 114.111,261 

COMMON PLANT 

390,00 STRUCTURES AND IMPROVEMENTS 241 21 55. 21 3.73% 73,388,304 26.2 (5) (3,669,315) (1,405,692) 11,92) 

SUGAR CREEK· GAS TURBINE PLANT 
341,00 STRUCTURES AND IMPROVEMENTS 238 1/ 582 11 3.96% 718,583 40 (7,599) 
342.00 FUEL HOLDERS, PRODUCTS,g, ACCESSORIES 235 512 3.44% 2,213,632 40 (57,222) 
343,00 PRIME MOVERS 238 11 582 11 3.96% 8,147,806 40 (2S8.506) 
344,00 GENERATORS 239 561 3.94% 65,163 40 (5) (3,256) (594) 
345,00 ACCESSORY ELECTRIC EQUIPMENT 238 11 582 11 3.96% 814,6B6 40 (10) (8' ,469) (17,232) 
346.00 M!SCELLANEOUS POWER PLANT EQUIPMENT 238 11 562 1/ 3.96% 37,122 40 (5) (1,856) (393) 

Sources: 
Cals. (1} and (2) from HZlndy·\Nhitman 
Cals. (4), (5) and (6) from response to QUCe Set 7 DEP-31. 
Cots, (4) and (6) for Sugar Creek from ouec Set 23..01 0 Attachment B.xls, 
Col. (5) for Sugar Creek from Spanos testimony, p. 19. 
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NORTHERN INDIANA PUBLIC SERVICE COMPANY 
DECOMMISSIONING COSTS RELATED TO GENERATING UNITS 

TOTAL 
ESTIMATED DECOMMISSIONING SCRAP ORIGINAL 

RETIREMENT COSTS VALUE COST AT 
UNIT (CURRENT $) ($) 
(1 ) @l (4) 

STEAM 

2 and 3 2009 19,850,000 950,030 28,352,030 
12 2034 48,305,000 13,795720 344 506,147 

TOTAL MICHIGAN CITY 68,155,000 14,745,750 372,858,177 

MITCHELL 
4 2009 
5 2009 
6 2009 
11 2009 

TOTAL MITCHELL 67,822,000 6,225,836 171,690,132 

7 2023 
8 2028 

TOTAL BAILLY 47,919,000 18,539,752 442,576,155.18 

SCHAHFER 
14 2036 
15 2039 
17 2043 
18 2046 

TOTAL SCHAHFER 170,347.000 40.540,864 1,828,242,038 

GRAND TOTAL 354,l~3.0QQ 2.815,366.501 

SUGARCREEK 2,175,000 139,966,157 

Sources; 
OUCC Sel 8 DEP 36 Attachment A.xls 

Creek plant balance from OUCC 8e123-010 Attachment B.xI5. 

NET 

66,66% 
10,02% 
14,32% 

35.88% 

6.64% 

7.10% 

1.55% 

Sugar Creek decommissioning amount from Ranalletta testimony, p. 12, Amount is net of salvage. 
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NORTHERN INDIANA PUBLIC SERVICE COMPANY 

CAl..CULA T10N OF BOOK RESERVE 

DEPRECIABLE GROUP 

STEAM PRODUCTION PLANT 

311.00 STRUC"f'tJRES A.NO IMPROVEMENTS 

OH 
o H Mitmal! Ganaratlnlji SUlli« 
o H Mitt:heIl·lJnl! 4 
DHMllcMll·Vnil5 
o H Md1::he1! " Unil e 
o H Mit¢.ell·Uni111 

a/'!!} ;! 

rClalFj)flyOe~dACO?:unt 311 

Slalkv 

R M Smahlar. Umt.s 17 I'lf'IO t6 
R M S1aUor 
R M Sdlahrer· Unll 
R M Schahfar w Unj115 
R M Schahrof, Uril! 17 
R M Schahtar, Unit 18 

TolaIAC1X.lunt;)11 

BOH.,ER PLANT EOUIPMENT 
312,10 Bl)II~r PJsnt Equipment 

fully Depredaled 
D H Mltcht1ll· Units 4. and 5 
D H Mitchell, Unit, 1, 5 ilInd 6 

TOIIlI O&/HJ!X;let)/e ACCl)lJn(311 

D H Mllchell, Unlla 4, 5, a end" 
D H Mftr;:l'1hll. UnJt9 5 lind 6 
D H Mllcrwll GelWraling $talloo 
D H Mitcht1l1· Unit 4. 

D H Mltcl'Wli ~ Unit 5 
D H Mltchflil. UnJt 6 
D H M,tCheIl·Unlt 11 

2 and3 

7<)la:lFufIy!:lepftloCiath(!ACWwu 31Z, 10 

ORIGINAL COST 
AT 

DECEMBER 31, :2007 
(1) 

i,117,909 
5,464,682 

12:,MO,346 
1.203,360 

541,844 
441,568 

4.613.715 
476,402 

42,359 
9,841 

18,791,041 

22,054,618 
12,432,495 
6,431,461 

10,957,954 
13,034,016 

25,838,546 
25,267,0'0 

9,036,085 
3t,ro9,201 
!i6,631,982 
43,094,530 
32,400,003 
33,616,571 
65,160,270 
51,798,061 

462,465,908' 

491,257.946 

1,477,244 
453,563 

3,7'1,112 
1,129,049 

27,834,041 
11,026,565 
13,290,626 
1S,OOO,ns 
14,974,709 
9,915,400 

630,226 
:):37,263 

100JEO,en 

Pillue 15 of 30 

SPANOS SK 
BOOK 800K 

DEPRECIATION DEPRECIATION 
RESERVE 

(2) 

1,531,535 1.1'17.909 
7,4$,6,4 5,464,662 

17,372,074 12.580,346 
4,366,604 3,203,350 

742,326 541,844 
$04,948 441,5&8 

$,594]90 4,513,715 
805,119 476,402 

71,003 42,399 
16,641 

39,614,254 

18,360,651 '8,951,392 
9,821.120 J{l,137,10a 
f<262.797 6,4Si1,298 
9JtS5,195 10,203,245 

11,J.e5.471 ,1}51,791 
15,595.383 16,0$8,186 
23,275,453 

6,751,711 
21,t20,230 2t,799,759-
36,590,420 
24,476,185 
28,238,178 29,146,722 
27:,94:,37 28,009,000 
59,666,259 6t,508,588 
35)15,634 

336,361,82!> 

375,976,079 375,976,079 

2,023,824 1.477,244 
£2~,38~ 453,5£3 

5,084,305 3}11,172 
tS46,797 ;,129,049 

37.658.636 27,634,041 
15,106,421 11,026,585 
16,208,432 13,:290,826 
21,$93,652 
2(J,515,351 
16,757,026 9,915,400 

1,403,062 
570,008 

141,jSS,9Z~ 





NORTHERN INDIANA PUBUC SERVICE COMPANY 

CALCULATION OF BOOK RESERVE 

DEPRECIABLE GROUP 

312.1 0 Bojl~r Plant Eqtllprneflt. cone 
Depr$c/ebi9 
8a~ly - Unit$ 7 I'Ifld 6 
Ba~ly Gil!Hltraling Slatlon 
eamy • Unlt 7 
SaQI/, - UnllS 
Michfgmn City Genaralfng $taUon 
MlchlgM City· Ur'lit 12 
R M Schehje;· Unlts 14 and 15 
R M SchahfSf - Uruts. 14, 15, 11 and 1 e 
R M SclulhfSf' Units 17 and 18 
R M $chanfer GeMraUng Station 
R M $than/at. Unit t4 
R M Scnan!er - Urut 15 
R MSoolll'tfer-Uni! 17 
R M $ooa111ar - unit t6 

ToM DePled<I&1e AccOlinf 31:':' 10 

TOhoo AOOOOI'I\ 3'1Z,10 

31 Z.20 Soder Plonl- Mob!la Fum Hdlg/Sttg 
'OBp~d 

o.p-"'" 
Bell!)' • Uni\~ 7 and 6 

"". 
R M $ooal1fm - Unit 15 

Totvll)$p!$Q$&/e AcroWli 312.20 

Tela! Accounl 3'\Z,20 

312,3(} &!J$f Pfam· Utll! Ttaln COIiI Cars 
7vRy Dopflxialed 

Total AJfly DapracJtdttd A<:tXWn! 312 30 

14, is, 11 aM 1$ 
R M $chookN Sonantlng 

Tornl Dttprecl3bl$ AccOWlI 3r2.30 

T (lMiI AOCOlJnt 312. 30 

312.40 8otl$fPlem - $02 PI,,,,, ,;."""''''' 
RMSooookN.\Jnlts 16 
R M Sd'lt'lhf&r ~tlf'9 Stutior 
R M Soht'lh/'er' Unil17 
R M Schuhfi:lr - Unit 10 

Totzl ACWlJn! 312.40 

ORIGINAL COST 
AT 

31,1,132,91' 
114,77e.e75 
50,675,957 
76,652,941 
84,681.343 

119,819,910 
22.997,865 

66,164,240 
230,960,731 
162,697,619 
)57,507,776 
151,141,7$5 

1,340,53'2,380 

1,441,293,251 

2,216,917 

127,;135 
4,871,467 
3,040,053 

171,112 

18.,951 
18.1)74,162 

21,091,079 

2,623,045 
17,293 

2,84,0,339 

970,020 
242,505 

1,212,~2S 

4,052.864 

3e,326,4!i1(l 
3.J,l.I23.297 

113,46Ek157 

SPANOS 
BOOK 

DEPRECIATION 
ReSERVE 

(2) 

19,165.133 
34,934,335 
26,665.951 
51,701,428 
34,615,977 
69.710,004 
11.203,353 
5,636,195 

Z3,3-'7,::144 
26.9-97.232 

102,422,137e 
95,961,090 

709,505,400 

65;,005,325 

3.001,176 

2,428,563 
34,949 

1132.724 
9,053,144 

12,090,920 

2,258,431 
13.834 

2.272,211 

512.767 
125,192 
640,959 

2,913,230 

4,507,249 
1,077,555 
e,1{)4,102 
6,989,394 

20,71S,900 

SK 
BOOK 

DEPRECIATION 
RESERVE 

(3) 

20,902,504 
36,944,607 
2$,203,597 
54,616,551 
:}e,607,eZ4 
73,721,418-
11,846,04:2 
6,112,035 

24,659,124 
2"6,550,769 

111,161,374 
107,085,624 
1fre,316,729 
1(11,504,255 
750,334,453 

851.095,37~ 

2,216,917 

130,969 
2,728,318 
2,648,697 

3$,006 
97,342 

4.019,966 
210.165 

9,874,00:3 

12,090,910 

2,823,04$ 
17293 

2,.840,33& 

58,313 
14,578-
nS91 

2,91323(1 

4,507,249 
1,077,555 
6,164,702 
6,969,394 

20,7'16,900 
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NORTHERN INDIANA PUBLIC SERVICE COMPANY 

CALCUU\.TlON OF BOOK RESERVE 

DEPRECIABLE GROUP 

312.50 Boiler Planl- CQal Pile Base 
Fully Depreciated 
D H Mltche1l Ge-nerating S\atlor 

Total Fully Depreciated A=unl 312.50 

Depreciabfe 
Bailly - Units 7 and IS 
Michigan City Generating Statior 
R M Schahfer - Units 14 and 15 
R M Schahler - Units 17 and 19 

Tola! Dept?Ciable AccounI312.50 

Total ACCOUnE 312.50 

Total Acc.ount 312 

314.00 TURBO-GENERATOR UNITS 
Fully DepreDated 
D H Mitcherl- Units 4 and 5 
D H Mitchell- Units 4, 5, 6 and 11 
D H Mltchell- Unlt.s 5 and 6 
D H Mltcherl Ge-neretlng Station 
D H Mltchell- Unit 4 
D H Mitchell Unl! 5 
D H Mitchell· Unit 6 
D H Mi\che-II- Unit 11 
Michigan City - Units 2 and 3 
Michigan City - Uni"\ 2 
MId1lgan City - Unit 3 

Total Fully Depredated Account 314 

DepreCIable 
Bailly - Un(ls 7 and 9 
Bailly Generating Station 
Bailly - Unll7 
Bailly - Unit B 
Michigen City Generating Station 
Michigan City - Unit 12 
R M Schahfer - Units 14 and 15 
R M Schehler - Units 14 and 17 
R M SchaMer- Units 14,15, 17 and 16 
R M Schahler - Units 14, 17 and 16 
R M Schahfer - Units 15 and 19 
R M Schahfer - Units 17 and 18 
R M Schehler Genereting Station 
R M Schahfer - Unit 14 
R M Schahler - Un!! 15 
R M Schahfer - Unit 17 
R M Schahfar - Unit 18 

Total Depreciable Account 314 

Total Acc.ounl314 

ORIGINAL COST 
AT 

DECEMBER 31 1 2007 
(1) 

2,840,862 

949,799 
664,033 

1,629,921 
2,400,176 
j,B43,930 

6,994,792 

1,566,596,144 

62,957 
72,506 

520,326 
.Ii,081,504 
6.956.893 
6,643,575 
3,364,430 
5,163,599 
1.196,747 
2,403,"348 
2,296,372 

34,7B6.2j7 

2,657,603 
3,B67,843 

36,770,929 
22,000,737 

2,625,582 
40,636,560 

1.104.031 
89,017 

1,096,193 
115,756 
65,912 

1.662.076 
4,515,636 

45,150,042 
53,083,401 
63,671,474 
86,174,461 

367,693,180 

422,479,417 

SPANOS 

SOOK 
DEPRECIATION 

RESERVE 
(2) 

3,891,991 

773,956 
709,361 

1.740,963 
1,984,917 
5,209,209 

9,101,190 

895,9'9,565 

86,251 
99,3"34 

712,846 
5,591,660 
9,530,943 

11,84t,698 
4,609,269 
7,101,530 
2,025,662 
4,061,659 
3,894,249 

d9,j4j,320 

2,5SA,406 
1,704,691 

22,549,632 
16,795,846 

2,312,245 
34,861,104 

717,798 
26,8-<18 

766,935 
37,047 
25,071 

743,381 
2,492,764 

32,991,379 
36,151.366 
56,392,557 
55,065,071 

265.209,149 

315,754,469 

SK 
BOOK 

DEPRECIATION 

RESERVE 
. (3) 

2,840,862 

930,140 
652,496 

2,092,256 
2,365,435 
6,260,328 

9,101,190 

695,919,565 

62,957 
72,506 

520,326 
4,061,504 
6,956,893 
8,643,575 
3,3&4,<130 
5,183,599 
1,198,747 
2,403,"348 
2,298,372 

34,785,257 

2,706,581 
1,799,202 

23,799,620 
17,726,092 
2,440,440 

36,793,660 
757,594 

29,336 
809,455 

39,101 
26,461 

784,595 
2,630,967 

"34,620,474 
38,155,656 
59,506,497 
56,139.062 

260,958,212 

315,754,469 
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NORTHERN iNDIANA PUBLIC SERVICE COMPANY 

CALCULATION OF BOOK RESERVE 

DEPRECIASLE GROUP 

315))0 ACCESSORY ELECTRIC EQUIPMENT 
Dep~tcd 

",d 5 
o H Miid\6U. Units 4. 5 and is 
D H MI!?MH • Unlt$ ... 6 $00 11 
OH 
o H Mitcl\eU GttooraUng SteUO!'! 
o H MiW'I$ll ~ Unjt 4 
DHMi«::heU·Urnt.S 
D:HM!t~n·U(tli6 

DHMiW'Iall-Unit11 
MiChigan City· 
MIC/"llgan Clly • Unit Z 
Michigan CRy, Unit 3 

Tolel FIJIly CMiptecJ<lled Acco(Jrtr 3:15 

Oepnrciable 
Bailly - Units 7 ilnd 8 
SillIly Gansf!Jrl;1g StatiO!'! 
Bailly· Unit 'I' 
Bailly. Unl! 8 
MIChl9iln C(ty GG(taraling StllllO!'! 
Mleh~an Cit)' " Unll 12 
R M SChaMer. Unl($ 14 and 15 
R M Sc!1IlMI!M· Unll" ~4. 15, 17 ilnd 18 
R M Sc!1ahl$l' Units 17 and 19 
R M $d'lahlar Generating StiJihon 
R M Sctwhl&r· Voll 14 
R M Sma))!$( - Voll 15 
R M Si::hahitlf -Unrt 17 
R M $(tHlt)IM -Unit 1 a 

70JaJ Depreciable Accoul'!i 3 i5 

Total Acoounl 315 

316,00 MISCElLANEOVS :PQ\l\lER PLANT EQUIPMENT 
FUIfy Depredafea 

H Mr\r;l)eM • Unils4. 5, e lind t 1 
o H MitcrmH . Unitt S arwl $ 
D H Milct'leil Gen9nlol.lng Sllillon 
D H Mik::heil " Urnl 4 
D H MilcM_ - Unit 6> 
o Ii Mllcrml . Unl1 6 
D H Mitchel!- Vnil: 11 
MlchiQ8fl City . Un!!s 2 and 3 

Total Fufiy Dapn!t1a«wi AlXmml 316 

ORIGINAL COST 
AT 

DECEMBER 31: 2007 
(1) 

3.406 
23,450 

113.519 
2.223.011 
7,240,293 
2.049.205 

815,536 
907.664 

4,31)4,167 
1.359.508 

1911,26'1' 
57,&l5 

1ii,Z9'2:.091 

2,979,:569 
7,389,637 

10,182.902 
16,:5$3,650 
18.685.626 
16,269,334 

3,109,668 
3.278.235 

34,020,687 
27,187,536 
22,6'1'3,364 
21,060,106 
37,997,042 
31,433,207 

255,030,562 

274,322,653 

1,269,835 
29,770 

513A57 
15,129 
:!O,758 
19,591 

19.t865 
114,085 

2,238:.793 

SPANOS 
BOOK 

DEPRECIATION 
RESERVE 

(2) 

4,_ 
32,126 

155,52t 
3,045,525 
9,919,202 
2J!OT,411 
1,117,284 
1.243,774 
5,8'96,136 
2,297,589 

326,311 
97,758 

25.!145.41'41'3 

t,754,826 
2,823,3E7 
6,995.417 

, 1,674,206 
9,882,257 

15,27'1',00£ 
1,868,935 
1,531,910 

23,091,565 
1-8,21-8,875 
18.039.810 
14.739.96'1' 
28.892,910 
19.961,498 

174,652.449 

201.::'96.332 

\,139,674 
40,785 

703,436 
104.297 
28,4JS 
21.251 

263,968 
lS2,aoa 

3,103,655 

SK 
BOO!< 

DEPRECIATION 

3,4Qe 
23,45(1 

113,519 
1,Zl3,Q11 
7,240,293 

907,8.64 
4,304,187 
1,359,508 

1,831,726 
2,947,095 
9.369,666 

12,185,605 
10,315,327 
15,946,490 

1,950,837 
1,703,425 

24,103.527 
19.017,280 
18.630.180 
15.3$5.931 
2'1',882.673 

701.598.332 

1,269.105 
29,770 

513,457 
78,129 
20,75& 
'I9,8I&i 

194.$85 
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NORTHERN INDIANA PUBLIC SERVICE COMPANY 

CALCULATION OF BOOK RESERVE 

DEPRECIABI.E GROUP 

OepreWIJle 
Bailly. Urlils. 7 and S 
Bllaly Gar..eratmg S!nlkm 
Bamy w Unit 1 

~Unlt 8 
Units 2, 3 aoo 12 

Gan$f;$lIl"1g Stillion 
• Unit 12 

R M Unfts 14 and 1!S 
R M $clVlhfw- Units 14, 15, 11 3(1d 1$ 
R AI: $c.hahf$t- Unlls 11 stld 19 
R M $c.hahfMGenElr<ltlng Station 
R M SchahfBr -liNt 14 
R: M Schahfer-lJnlt 15 
R M Schahf&t ~ lJfllt i7 
R M Stflllhf\"lr-Vnlt t6 

Total Dtlprnciatllc AccI>unt .;lit> 

Tota! ACIXIlJn\ 316 

TOTAL STeAM PRODUCTION PLANT 

HYDRO PI..ANT 
331.00 STRUCTURESAND !MPROVEMENTS 

NOlWay GefHuatif19 Sla~IM 
NOlWav Subwtkm 
08)(dol, Genoroool,l Station 
Oakda!e Supstauon 

T ola! Account 331 

33:(,00 RESERvOIRS, DAMS AND WA TERWA 'fS 
Norway GanernHng StallQI1 
NQ_ 
Oakdaia GensroUng S!aliol' 

Tot<l! Af.;cQunl332 

333.00 WATER TURB!NES & GEN(RATORS 
Norway 
oakd/ll!e Station 
Oalo;dall'f $ubMatlon 

Tota! Accovnt 333 

334,00 ACceSSORY ELECTRIC EOUIPMENT 
/\''orway Gentmiling Statkm 
NQIW,sy $ubMSIlM 

Oalu1sf-e GernY5U'nQ Station 
Oalloe!{i SvlXllatiofl 

T o\al Aecoul'H s:34 

3~OO MISCELLANEOUS POWER PLANT EQUIPMENT 
NOfWlliY O$n~l'1Itjng Station 
Oakdsla Generntlng Statlort 

Total AGUlunl335 

TOTAl HYDRO PLANT 

ORIGINAL COST 
AT 

Z,950,691 
lA97]01 

1,631,912 
2,774,987 

659,431 
~.296,S34 

1,614,491 
1,204,364 
2.'197,567 
Z,$n,5M 

;}6Jla,~9 

2,815,3$,S01 

l,055,13,S 
21,t~B 

1,61Z,M3 

2,011,671 
48,843 

1,540.$40 
2,933,102 

59,7:23 
4,533,486 

1,S32,en 
24,067 
35~J146 

~ 
;'/,009,453 

34,197 

'" 205 
92,402 

1S,S!:I2, 19$ 

SPANOS 
BOOK 

DEPRECIATION 

1,676.966 
915,422 

1,373,239 
2,~,236 

4tJ3,471 
$,727,163 

74$,865 
562,495 

2,259.747 
2,16Z.999 

29,142,196 

1,616,391,241 

184,9S0 
5,597 

294,861 

136,621 
~,26S 

2<19,69) 
369,597 

747.623 
,\197.436 

419,442 
10,670 

125,.d60 
2S,107 

saO,6Sil 

34,197 

11°1053 
144,250 

4,154,156 

SK 
BOOK 

DEPRECIATiON 
RESERVE 

(3) 

U'34)'52 
945.627 
203.275-
492,233 
993,743 

1.418,850 
':,t139,440 

476,585 
S.950,Sfle 

771,671 
SSt,i7S 

2,~4,eoZ 

29,14i,796 

1,816,391,241 

184,000 
5,597 

?a4,66, 
V5\ 

<1S7JOO 

136,621 
3.Z85 

2<19,691 
369,597 

7,382 
:l;SS2,A:21 

419,442 
10,670 

125,460 
25.107 

580,699 

34,:(17 
111M53 
144,250 

4,154,156 
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NORTHERN INOIANA PUBLIC SERVICE COMPANY 

CALCULATION OF BOOK RESERVE 

OEPRECIABLE GROUP 

GAS TURBINE PLANT 
341.00 STRUCTURES AND IMPROVEMENTS 

Fulfy Depredatea 
Beilly - Unit 10 
D H Milchefl - Unit SA 

Tola! Fully Depredated Acrounl341 

Depredabie 
R M Schahfel- Units 16A and 168 
R M Schahfar- UI"'il16A 
R M Schahtal' Unll168 

Tolal Depreciable Accounl 341 

Totel Acooun! 3-41 

342.00 FUEL HOLDERS, PRODUCTS & ACCESSORIES 
Fulfy Depreoated 
Beilly· Unit 10 
D H Mitchell· Unit SA 
o H Mitchell Genera~ng Station 

Total Fully Depreciafed Accounl342 

Depreciable 
8ailly Generabng Station 
R M Schahfer· Units 16A and 168 
R M Schahfar Generating Sl3tion 
R M Schahfer· Unll16A 
R M SchaNer· Ul"'lt 188 

Total Acccunt 3-42 

343.00 PRIME MOVERS 
Fully Depreclaled 

Tola! Oepredable Acccu!"l/ 342 

o H Mitchell Generating Station 
o H Mitchell· Unit SA 

Tolal FuJiy Depreds/ed Accoun/ 343 

Depredabfe 
Bailly Generabng Station 
Bailly· Unit 10 Regulatng Stallon 
Badly - Unit 10 
R M Schahfer - Unlls 16A and 158 
R M Sch~hfal - Unit 16A 
R M Schahlal - Unit 168 

Total Acccunl 3-43 

3-44.00 GENERATORS 
Fully Depreciated 

Tola! Oepreoable I\ccoun/ 343 

Bailly - Unit "\0 Regula1;ng Station 
8ailly - Unit 10 
D H Mitchel! - Unit SA 
R M SchaMer - Unll16A 
R M Schahi'er - Unll168 

Total Fully DepreCialed Acroun/344 

ORIGINAL COST 

AT 
DECEMBER 31,2007 

(11 

209,000 
93,581 

302,677 

840,408 
718,563 
169,194 

1,727,865 

2,030,542 

43,439 
314,702 

47,120 
405,260 

413,347 
4,870,824 

28,901 
2,213,632 
1,298,101 
8,824.805 

9,230,065 

4,464 
1,600,364 
1,604.828 

421,259 
207,048 

2,549,987 
3,710,026 
6,147,606 
9,136,724 

24,172,649 

25,777,477 

28,231 
542,631 
382,8-47 

2,385,808 
2,185,808 
5,700,324 

SPANOS 

BOOK 
DEPRECIATION 

RESERVE 
(21 

219,551 
98,260 

317,811 

794,664 
749,436 
172,656 

1,716,758 

2,034,569 

47,763 
346,172 

51,631 
445,786 

432,300 
5,138.436 

28,025 
2,193,68-4 
1.236473 
9,028,918 

9,474,704 

5.134 
1,840,419 
1,845,553 

181,067 
66,279 

2,395,620 
3,532,217 
8,392,421 
9,371.681 

23,959,485 

25,805,038 

326,360 
569,762 
380.989 

2,505,098 
2,505.098 
6,287,307 

SK 
BOOK 

DEPRECIATION 

RESERVE 
---(3r-------

209.096 
93,581 

302,677 

801,869 
756,045 
174,178 

1,731,892 

2,034,569 

43,439 
314,702 

47,120 
405,280 

434,240 
5,161,500 

28.151 
2,203,530 
1.242.023 
9,069,444 

9,474,704 

4.464 
1.600.364 
1,604,828 

182.688 
87,146 

2.419.891 
3,567,706 
8.476.74; 
9,465,840 

24.200.210 

25.605.038 

28,231 
542.631 
362,847 

2,385,808 
2.385,808 
5,705,324 
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NORTHERN INDIANA PUBLIC SERViCE COMPANY 

CALCULATION OF BOOK RESERVE 

ORIGINAL COST 

AT 
DEPRECIABLE GROUP DECEMBER 31, 2007 

(1) 
Depreciabla 
R M Schahfer Generating Station 85,163 

Total Account:).d4 5,770,487 

345.00 ACCESSORY ELECTRIC EQUIPMENT 
Fully Depredated 
o H Mltchal! - Unit 9A 532,231 
o H Milchall Gt'!neratlng Sla~on 19,426 

Tola! Fully Daprecialed Accounl345 ~51.6~7 

Depreciable 
Bailly Generating Station 123,784 
Ba~ly - Unit 10 601,172 
R M Scllahfar- Units 16A and 16B 24,933 
R M Schahfar - Unit 1 SA 914,666 
R M Sctlahfsr- Unit 18B 802,521 

Tolal Dapreclable Accounl345 2.368,096 

Total Account:).d5 2,919}53 

346,00 MISCELLANEOUS POWER PLANT EOUiPMENT 
Bailly· Unit 10 Regulating Stalion 46,151 
Bailly· Unit 10 230,444 
D H Mitchell- Unit 9A 24,898 
R M Schahfer· Unl!816A and 16B 75,462 
R M Schahfer - Unit l6A 37,122 
R M Schahfer - Unit 168 24,094 

Total Account:).d6 438,170 

TOTAL GAS TURBINE PLANT 48,166,494 

TRANSMISSION PLANT 
350.20 LAND RIGHTS 11,241,504 
352.00 STRUCTURES AND IMPROVEMENTS 14,433,896 
353.00 STATION EQUIPMENT 342,814,105 
354.00 TOYVERS AND FIXTURES 88,317,313 
355,00 POLES AND FIXTURES 92,986,755 
356.00 DVERHEAD CONDUCTORS AND DEVICES 112,807,617 
357.00 UNDERGROUND CONDUIT 383,171 
358,00 UNDERGROUND CONDUCTORS AND DEVICES 789,396 
359.00 ROADS AND TRAILS 70,027 -------------

TOTAL TRANSMISSION PLANT 663,843,783 

DISTRIBUTlON PLANT 
360.20 LAND RIGHTS 553,230 
361.00 STRUCTURES AND IMPROVEMENTS 11,707,553 
382.00 STATION EQUIPMENT 205,084,007 

POLeS, TOVVERS AND FIXTURES 
384,10 Customer TranlSformer Station 30,196,033 
364,20 Poles, Towars, and Fixtures 224,la5,558 

Total Aco:lunt 364 25061,5~h 

365.00 OVERHEAD CDNDUCTORS AND DEVICES 169,246,767 
368.00 UNDERGROUND CONDUIT 3,646,036 
387.00 UNDERGROUND CONDUCTORS & DEVICES 205,520,093 
368.00 LINE TRANSFORMERS 195,831,364 

SPANOS 

BOOK 
DEPRECIATION 

RESERVE 
(2) 

1,828 
6,289,135 

585,454 
21,368 

606,822 

109,098 
492,524 

20,348 
552,103 
542,445 

1.706,518 

2,313,340 

58,336 
241,966 

26,142 
79,235 
38,978 
25,299 

469,958 

46,386,742 

8,294,787 
5,604,992 

126,274,702 
68,438,446 
45,797,225 
75,627,244 

234,592 
151,824 
51,661 

330,475,283 

222,625 
e,066,606 

82,935,995 

17,710,656 
87,146,952 

104,657,610 

127,767,430 
1,930,399 

71,000,167 
95,599,250 

SK 
BOOK 

OEPRECIATION 

RESERVE 
(3) 

583,811 
6,289,135 

532.231 
19,428 

~~1,6~7 

112,625 
496,122 

21.006 
569,950 
559,980 

1,761,683 

2,313,340 

58,336 
241,966 

26,142 
79,235 
38,978 
25.299 

469,956 

46,396,742 

8,294.787 
5,604,992 

126,274,702 
68,438,446 
45,797,225 
75,627,244 

234,582 
151,624 
51,681 

330,475,283 

222,825 
6,086,808 

82,935,995 

17,710,658 
67,146,952 

104,857,610 

127,767,430 
1,930,399 

71,000,167 
95,599,250 
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NORTHERN INOIANA PUBLIC SERVjCE COMPANY 

CALCULATION OF BOOK RESERVE 

D€PRECIABLE GROUP 

SERVICES 
369,10 OvmtHilld S crvlces 
389.20 UI')~/'e!\.lM SflMClu 

TotaiAo::ount:J.6(1 

METERS 
37(L10 Customer Mewtins S!ations 
370J!O Meters 

To12 Ae«:Iunf 370 

371.00 INSTALLAnON$ ON CUSTOMER PREMISES 
373.00 STREEi LlGHT!NG AND SIGNAL SYSTEMS 

TOTAt. OlSTRIBUTION PLANT 

GENERAL PLANT 
390.00 STRUCTURES AND IMPROVEMENTS 

OFFICE fURNITURE AND EQUIPMENT 
391.tO Ql'Iica F'umWill!II1d EqufPm$f1( 
3\11,20 Compoti'lf$ $fId PertpMral Equl~rn<lfi\ 

Tota! ACCi.'Junt 391 

39:loo STORES EQUIPMENT 
394,{)0 TOOLS, SHOP AND GARAGE EQUIPMENT 
395.00 LABORATORY EQUIPMENT 

397.00 COMMUNlCAilON EQUIPMENT 
399,00 MISCELLANEDUS EQUIPMENT 

TOTAL GENERAL PLANT 

TOTAL DEPRECIABLE PLANT 

SOi.K(:.ss, 
Coin I'rom mspcnM to OUCC SCi 7 DEP.:a 1. 

ORIGINAL COST 
AT 

37,354.311 
136,032,788 
'173,387,105 

11,121,)45 

7,2'97,503 
34,364,231 

1,329,798,671 

14,671,$54 

5,819,068 
34.<$91,085 
400,110,153 

1,999,778 

,14, l11,2$1 

4,S64,344,1lIbS 

SPANOS sK 
BOOK BOOK 

DEPRECIATION DEPRECIATION 

42,335,207 42,385,207 

5..,133,677 5,433,877 

4,367,900 4,367,900 
28,375,614 26,375,6.14 

sa3,960,eos 636,900,605 

1,912,$20 1,912,820 

1,583,361 2.563,361 
3,362,':22 8,362,422 

10.945,79:1- 10,945,1a:z 

950,111 950,71' 
10,073,5$4 
9,043,571 

7,616,813 7,$16,813 
171567 271,561 

47,014,770 47,014,770 

2,'J35,402,7t7 2,935,401,7$7 

eel aqua! to OrigiMl 0081. Rernatnrog r$$I)('V';; by Il!CCQlJrl\ aUocated!o dQpreciablEi pian: tiU$/Xi on Spanoll allocation. 
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Northum Indiana F"ubUc Service Company 
Pro Fotma AdjU:lrtment to Depreelatfon and Amortlntlon Expense 

Twelve MOI'lth$ Ended December 31, 2007 
Adjustment 0/0\·2 

This pro forma adjustment Increased 2007 test year depr1t>clation and 
amortization expense to Nlflect the expense amount calculated using new 
depreclatJon rates pet the depreciation :study. 

Lina 

~ Descrlptron 

A 

2007 Actual Depredetlon Expense 

2" D&A Study Depreciation Expense 

:3 Sugar Creek Depredation Expense 

<I Telal Depreciation - New Rate$ and Sugar Creek 

5 Change in Pro Fonna Test Year DeprecIation and AmortIzation Expense 

Sources: 
Col. 8 from Petitioner's Exhibil LEM h 3(ReviSed}, AdjUSlmeni OA--2 

NIPSCO Amount 

B 

$ 178:,244.660 

, 185.828:,320 

$ 11,236,657 

$ 197,055,117 

$ 20,&2:0,511 

OUCC Amount 

C 

$ 178,244,680 

S 131,988,053 

$ 7,065,613 

$ (37,190,994l 

Col, C ce!OJlated using wor\q1apen provided in response OUCC Sel7 DEPh O'!6 and Snavely KIng re<:ammended depreciation fales. 

01ffefilmce 
D~C·B 

$ 

$ (53,840,267) 

• (4,171,244) 

, (55,011,511) 

$ \58.011,511) 
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Northern Indiana Public S&rvice Company 
Pro Forma AdjuGtrn&ntio and Amortization ExpensE! 

Twelve Months D&eem/)&r 31,2007 
Adlustment SCDA·7 

This pro fonna adjustment increased 2t101 test year deprecIation and 
amortization expanse to amort!t:e c"SU of de~rred depreCiation on Sugar 
Creek per Cause No. 43:196. 

Lln$ 

No< 

Annual Depreciation 

1 Annual Reduction (FAC71·S1) 

3 Annual Depreciation Derf:lrre<j 

Description 

A 

4 Months (December 1, 2005 through Oecemotl{ 31, 2009) 

Q Total Depreciation Deferred (Une:3 divided by 12, multiplied by 13) 

a Amortization Period in Yeal"$ per Causa No, 43396 

7 Change in Pro Forma "rest Year Depreciation and Amortization Expcn$$ 

Sou~s: 
Col. B from Petilion&rs Exhibit LEM~'3(Revlsad}, Adjustment SCDA~? 

NIPSCO Amount 

B 

$ 11,236,857 

$ 4,500,000 

• 6,735,857 

13 

$ 7,296,26~ 

5 

• 1,459,652 

OUCCAmount 

C 

$ 7,065,613 

$ 4,500,000 

• 2,565,613 

• 13 

$ 2,779,414 

5 

$ 555,883 

Col. C, tin€' 't calculated using worl<papef'$ prOVided in rasponse OUCC SeI? DEP-015 and Snavely King recommended depreciation rates, 

D!ffsrence 
D"C·8 

• {4,171,244) 

• 
• {4,171,244} 

• 14.518,846) 

$ (903,170) 
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Calculation of Pro Forma DaprErciation and Amortization E.xpense • Electric plant 
Page 26 of 30 

Twelve Months Ended December 31, 2007 

Plant In SK 
Line Service Recommended Pro Forma D&A 

No. Rates Expense 
A 8 C D E 

=CxD 
1 INTANGIBLE PLANT 
2 300 $ 0.00% $ 
3 301 ORGANIZATION $ 0,00% $ 
4 302 FRANCHISES & CONSENTS $ 1,389 0.00% $ 

5 303 MJSC tNTANGIBLE PLANT • 20!4301151 0.00% $ 

6 TOTAL INTANG PLANT $ 26,431,540 $ 

7 STEAM PRODUCTION PLANT 
B 310 LAND AND LAND R1GHTS $ 3,872.128 0.00% $ 
9 311 STRUCTS & tMPRVMNTS $ 462,465.907 U13% $ 4,763,399 
10 312,10 BOILER PLANT EQP $ 1,340,532,380 Z.SOli> $ 30,832,245 
11 312.20 MOBILE FUEL HDLG/STRG $ i8,814,H:!2 2.1:% $ 400,132 
12 312<~O UNIT TRAIN COAL CARS $ 4,052,864 4.21% $ ·170,626 
13 312.40 $02 PLANT EQP $ 113,466,159 '3;06% $ 3,472,064 
1. 31250 COAL PILE BASE $ 5,843,930 0,00% $ 
15 313 ENGS & ENG-DRVN GENS $ 0.00% $ 
16 31" TURBOGENERATOR UNITS $ 387,693,160 'L53"", $ 5,931,705 
17 315 ACCESSORY ELECTRIC EO? $ 255,030,$60 1,4a% $ 3,774,452 
18 316 MiSe P\NR PlNT EQ? $ 36,479.546 U14% $ 488!826 

19 TOAl STEAM PROD PLANT , 2,628,310,196 $ 49,833,449 

20 NUCLEAR PRQD PLANT 
21 321 STRUCTS & IMPRVMNTS $ O,QO% ! 
22 TOTAL Nue PROD PLANT $ $ 

23 HYDRO PROD PLANT 
24 330 LAND AND LAND R1GHTS $ 23,137 0,00% $ 
25 331 STRUCTS & IMPRV!VJNTS $ 2,957,448 3,84% $ 113,566 
26 332 RESIVRS, DAMS, WfR WAYS $ 5,970,428 4,53% $ 270,460 
27 333 WfR WHLS, WRBNS. GENS $ 4,533.466 2.4&% $ 112,430 
28 334 ACCESSORY ELECTRIC EQP $ 2,008,452 3.22% $ 64.672 
29 335 Mise PVVR PLNT EO? $ 92,403 0,00% $ 
30 336 ROADS, RRS. AND BRIDGES 0.00% ! 
31 TOTAL HYDRO PROD PLNT $ 15,585,334 $ 561,129 

32 OTH PROD PLANT 
33 340 LAND AND LAND R!GHTS $ 8,727 0.00% $ 
34 341 STRUCTS & IMPRVMNTS $ 1,936,9$2 Q,23% $ 4,455 
35 342 FL HLDRS, PRDCTS, .& AC$ $ 8,668,244 0,33% $ 29,265 
36 343 PRIME MOVERS $ 24,172.649 0.83% $ 200,633 
37 34" GENERATORS $ 5,407,640 2.93% $ 158,444 
38 345 ACCSRY ELECT EO? $ 2,368,096 3.31% $ 79,805 
39 346 MISC PWR PLNT EQ? $ 413 1272 0,00% ! 
40 TOT OTH PROD PLANT $ 43,175,590 $ 472,602 

41 TOTAL PROD PLANT • 2,687,071,120 $ 50,867,180 
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Twelve Months Ended December 31,2007 

Plant In SK 
line Service Recommended Pro Forma OM 

No. Ale Descrl~tion Ale 101 & 106 Rates Expense 

A 8 C D E 
:;;;CxD 

42 TRANSMISSION PLANT 
43 350.10 LAND $ 16,587,135 0.00% $ 
44 350.20 LAND RIGHTS $ 11,218,867 $ 75,166 
45 352 STRUCTS & IMPRVMNTS $ 14,433,871 $ 290,121 
46 353 STAT10N EQP $ 342,709,598 $ 8,704,824 
47 354 TOIM:RS AND F1XTURES $ 88,317,314 $ 1,077,471 
48 355 POLES AND FIXTURES $ 92,986,757 1.31% $ 1,273,919 
49 356 OVHD CNDCTRS AND DEY $ 112,807,613 1.14% $ 1,286,007 
50 357 UDGRND CONDUIT $ 383,172 Q.12% $ 2,759 
51 358 UDGRND CNDCTRS & DEV $ 789,393 2.99% $ 23,603 
52 359 ROADS AND TRAILS $ 70,027 o.S3% $ 5., 
53 TOTAL TRANSM PLANT $ 680,303,747 $ 12,734,451 

54 DISTRIBUTION PLANT 
55 360.10 LAND $ 2,256,315 0.00% $ 
56 360.20 LAND RIGHTS $ 553,229 1.81\1. $ 10,013 
57 361 STRUCTS & IMPRVMNTS $ 11,707,553 1.73% $ 202,541 
58 362 STATION EQP $ 205,064,005 2.25% $ 4,613,940 
59 363 STORAGE SA TTERY EQP $ 0.00% $ 
60 364 POLES, TVIIRS, AND FXTRS $ 254,410,393 4:,1;'19% $ 7,606,871 
61 365 OVHD CNDCTRS AND DEY , 169,246,765 0.93% $ 1,573,995 
62 366 UGRND CONDUIT , 3,646,037 1.19% $ 43,388 
63 367 UGRND CNDCTRS & DEV $ 205,520,096 1.S5% $ 3,391,082 
64 368 LINE TRANSFORMERS $ 195,631,363 1.B3!> $ 3,580,054 
65 369 SERVICES $ 173,387,109 0.59% $ 1,022,984 
66 370 METERS $ 69,017,188 2.35% $ 1,621,904 
67 371 INSTLTS ON CUST PREM $ 7,297,506 3.92% $ 286,062 
68 372 LSD PROP ON CUST PREM $ 0.00%, $ 
89 373 STRT LGHTS & SGNL SYS $ 34,364,231 '1,41% $ 484,536 

70 TOTAL DISTRIB PLANT $ 1,332,101,790 $ 24,437,369 

71 GENERAL PLANT 
72 389 LAND AND LAND RIGHTS $ 200,133 0.00% $ 
73 390 STRUCTS & IMPRVMNTS $ 14,671,552 1.61% $ 236,212 
74 391 OFC FURN & EQP $ 40,110,153 33,85% $ 13,577,287 
75 392 TRANSPORTATION EQP $ 8,440,316 0.00% $ 

76 393 STORES EQUIPMENT $ 1,999,775 S.10% $ 121,986 
77 394 TOOLS, SHP, & GRG EQP $ 19,878,594 S.49%' $ 1,290,121 
78 395 LAB EQUIPMENT $ 17,298,797 10.37% $ 1,793,885 
79 396 PV\IR OPERATED EQP $ 28,858,146 0.00% $ 

BO 397 COMMUNICATION EQUIP $ 19,198,321 9.5S% $ 1,835,359 
81 398 MiSe EQP $ 949,329 8.30% $ 78 1794 

82 TOTAL GENERAL PLANT $ 151,6051116 $ 18,933,645 

83 
86 TOTAL PLANT IN SERVICE $ 4,877,513,913 $ 106,972j 644 

Sources: 
Cols. A&C from OUCC Set 7 DEP 16, Attachment A. Col. B from Schedule 1. 





Calculation of Pro Forma Depreciation and Amortization Expanse - Common Plant 
Twelve Months Ended December 31,2007 

Line 

~ 
A B 

1 INTANGIBLE PLANT 
2 301 ORGANIZATION 
3 303 MISC INTANGIBLE PLANT 

4 TOT INTANGIBLE PLANT 

5 GENERAL PLANT 
6 389 LAND AND LAND RGHTS 
7 390 STRUCTURES & IMPROV 
8 391 OFFICE FURNITURE & EQr 
9 392 AUTOS 
10 393 STORES EQUIPMENT 
11 394 TOOLS I GARAGE EQUIP 
12 395 LASORA TORY EQUIPMENT 
13 396 POWER OPERATED EQUIP 
14 397 COMMUNICATION EQUIP 
15 398 MISC, EQUIPMENT 

16 TOTAL GENERAL PLANT 

17 

18 TOTAL PLANT IN SERVIC E 

Sources; 
Cols. A&C from OUCC Sel7 DEP 16, Atiachment A 
Col. B from Schedule 2. 

Plant In 

Service 

C 

$ 90,403 

$ 63.276,328 

$ 6,740,942 
$ 54,212,920 
$ 31,544,291 
$ 5,401,004 
$ 2,939,276 
$ 7,924,664 
$ 1,986,373 
$ 3,219,030 
$ 35,412,532 

$ 214,502,542 

SK Recommended 

D 

0.00% $ 
0.00% ! 

$ 

0.00% $ 
2.39% $ 

40..42% $ 
0.00% $ 
5,83% $ 

la,S6% $ 
14.83% $ 
0.00% $ 

24.62% $ 
15,31% 

$ 

$ 
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Pro Forma D&A 

E 
ACxD 

1,295,689 
12,750,202 

171,360 
1,502,516 

294,579 

8,718,565 

25,015,409 

25,015,409 
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Calculation of Pro Forma Depreciation and Amoftlzatlon Expense ~ Sugar Crook 
Page 29 of 30 

Twelve Months Ended December31. 2007 

Plant In SK 
UM ServIce Recommended Pro Forma 

Ale 101 & 106 Rates 

A B C D E 

INTANGIBLE PLANT 
2 300 ??? $ $ 
3 301 ORGANIZATION $ $ 
4 302 FRANCHISES & CONSENTS II $ 
5 303 MISC INTANGIBLE PLANT $ Ii 
6 TOTAL INTANG PLANT $ $ 

7 STEAM PRODUCTION PLANT $ 
8 310 LAND AND LAND RIGHTS II $ 
9 31 I STRUCTS & IMPRVMNTS $ 4,455,333 VIi11'll 75,295 

10 312 BOilER PLANT EOP $ 84,341,737 1,a9% 1,425,375 
11 313 ENGS <I< ENG-DRVN GENS Ii Mo'll> 
12 314 TURBOOENERATOR UNITS II 55,831,809 1 ,ell'll> 943,558 
13 315 ACCESSORY ELECTRIC EOP II 3,906,696 1,59% 66,023 
14 316 MISC PWR PlNT EOP S 
15 TOAl STEAM PROD PLANT II 148,535,577 2,510,251 

16 NUCLEAR PROD PLANT Ii 
17 321 STRUCTS & IMPRVMNTS $ Ii 
18 TOTAL NUC PROD PLANT $ $ 
19 HYDRO PROD PLANT Ii 
20 330 LAND AND LAND RIGHTS $ Ii 
21 331 STRUCTS & IMPRVMNTS $ $ 
22 332 RESIVRS, DAMS, wrR WAYS $ Ii 
23 333 wrR WHLS, TURBNS, GENS $ $ 
24 33. ACCESSORY ELECTRIC EOP Ii $ 
25 335 MiSe PWR PLNT EOP II $ 
26 336 ROADS, RRS, AND BRIDGES $ $ 
27 TOTAL HYDRO PROD PLNT $ $ 

28 OTH PROD PLANT $ 
29 340 LANO AND LAND RIGHTS $ 1,095,678 O.OQfl/." $ 
30 341 STRUCTS 8. IMPRVMNTS $ 14,972,251 2.1$3% 378,798 
31 342 Fl HLDRS, PRDCTS, & ACS Ii 8,083,812 2.06% 206,946 
32 343 PRIME MOVERS Ii 73,982,005 2,68% 1,908,736 
33 344 GENERATORS $ 27,307,708 2_53% 690,885 
34 346 ACCSRY ELECT EQP $ 31,712,497 2,$5% 80M69 
35 348 MISC PWR PLNT EOP Ii 7,374,323 2,63% 
36 TOT OTH PROD PLANT $ 164,528,274 $ 4,180,603 

37 TOTAL PROD PLANT $ 313,06M51 $ 6,S90,855 
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Calculation of Pre Forma Depreciation and Amortization Expense ~ Sugar Creek 
Page 30 oi30 

Twulv& Months Ended Decemb&r 31. 2007 

?Iatlt In SK 
Line Service Recommended Pro Forma 

AIC Ale 101 8. 10. D&A Expense 

A e c: D E 
38 TRANSMiSSION PLANT $ 
39 350 LAND AND LAND RIGHTS $ $ 
40 352 STRUCTS & IMPRVMNTS $ 0,00% $ 
41 353 STATIONEQP $ 14,616,474 2.48% $: 362,489 
42 354 TOWERS AND FIXTURES $ 0.00% $ 
43 355 POLES AND FIXTURES $ 0.00% $ 
44 35£ OVHD CNDCTRS AND DEV $ 0.00% $ 
45 357 UDGRND CONDUIT $ 0,00% $ 
46 358 UDGRND CNDCTRS 8. DEV $ 0.00%. $ 
47 359 ROADS AND TRAILS $ 0.00% $ 
48 TOTAL TRANSM PLANT $ 14.616,474 $ 362,489 

49 GENERAL PLANT $ 
50 3S9 LAND AND LAND RIGHTS $ 0.00% $ 
51 390 STRUCTS & IMPRVMNTS $ 0.00% $ 
52 391 OFC FURN & EQP $ 220,027 3.18'% S 6.997 
53 392 TRANSPORTATION EQP $ 75,199 4.09'% $ 3.076 
54 393 STORES EQUIPMENT $ 89,282 2.46% $ 2,196 
55 394 TOOLS, SHP, & GRG EQP $ 0.00% $ 
56 395 LAB EQUIPMENT $ .o.OO!)/o. $ 
57 396 PWR OPERATED EQP $ 0.000.4 $ 
59 397 COMMUNICATION EQUIP $ D.OO% $ 
59 396 MISCEQP $ 0.00% ! 
60 TOTAL GENERAL PLANT $ 384,508 $ 12.269 

61 TOTAL PLANT IN SERVICE $ 328,064,833 $ 7,065,613 

Sources: 
Cels. Me from OUCC Set 7 DEP 16, Attachment AU 
Col. B from Schedule 1" 
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IURC Cause No. 43526 
Northern Indiana Public Service Company's 

Objections aud Responses to 
Office of Utility Consumer Counselor Seventh Set of Data Requests 

OUCC Reguest 7-DEP-30: 

a) Were the NlPSCO related amounts of the regulatory liability for cost of removal reported in 
NiSource's December 31, 2007 Form lO-K included in the depreciation reserves used by Mr. Spanos, 

i to calculate depreciation rates in this case? 
b) If not, please explain why not. 

Objections: 

ResQonse: 

The depreciation reserves used by Mr. Spanos to calculate depreciation rates in this case did not 
include the related amounts of the regulatory liability for cost of removal reported in NiSoUIce's 
December 31,2007 Form 10-K. 

The related amounts of the regulatory liability for cost of removal were excluded because these 
amounts would understate the depreciation reserve values used to calculate NlPSCO's electric rate 
base. For GAAP reporting purposes, the regulatory liability is created by reducing NlPSCO's 
accumulated reserve for the related cost of removal. If the accumulated reserve is understated, 
NIPSCO's net book value would be overstated thereby also overstating NIPSCO's electric rate base. 





lURC Cause No. 43526 
Northem Indiana Public Service Company's 

Objections and Responses to 
Office of Utility Consumer Counselor Twenty Third Set of Data Responses 

OUCC Reguest 23-015 

Please clarify the response to OUCC Set 7 DEP-030. 

Exhibit_(MJM-10) 
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a. Do the reserve amounts used by Mr. Spanos in calculating his proposed depreciation rates include 
those reserves that are related to accumulated cost of removal, which are reclassified as a regulatory 
liability on NiSource'sINIPSCO's GAAP financial statements? 

b. Or has Mr. Spanos reduced his reserve amounts by the amount of the cost of removal regulatory 
liability? 

Objections: 

• Resf!onse: 

As stated in response to aucc Set 7 DEP-030, Mr. Spanos has not included amounts associated 
with the regulatory liability on NiSource'sINIPSCO's GAAP financial statements in the reserves 
used to calculate depreciation rates for regulatory purposes. 





Business & Rnoney ____________ _ 

Fixing Depreciation 
Accounting 
Accumulated provisions for depreciatiol) belong 
on me right side of me balance sheet. 

By JOHN S. FERGUSON 

U 
neil the lace 19405, the accepred accouncing convention was [0 IOC:<H C me 
acrumulared provision for depreciarion on the right (Iiabilicy and capiuJ) side 
of the balance sh~(. The convention since has been (0 locate j{ on me lefr: 

(as$(:c) side as a conrra·asser. Ths chan~ was controversial, and has led [Q some 

mange: accounting for me expenditures incurred to remove or abandon in place: 
proporry. plant. and <quipmem (PP&E) at the end ofies useful life (",fmod ro 
here as removal COSts or expenrurures). 

Recent events suggest now is an 

opporrune rime co revisicwhere the accu
mulated provision belongs. For example, 
{he Financial Accounting Standards 
Board (FASB) and tho Inrornacional 

Accounting Standards Board aro working 
to harmonize their respeaive standards. 
Tho Securities and Exchango Comrnis

sion (SEq announced its inremion ro 

allow financial reporting based on incer-

1. "'lUI: UnLmII FoInuIn.l OCToarn 2008 

national accounting standards without 

reconciliation to U.S. generally accepted 
accounting principles (GAAP). And the 
SEC's advisory conuninee on improve
ments ro fmancial reporting recom

mended that accouncing rules avoid 
special rreaunenr for specific industries. 
Finally, financial accouming has moved 

away from emphasizing the concept of 
matching to emphasizing fair value. 
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In this contexe, accounting practices 
might b< poised fOr a change. putting 
accumulated provisions for depreciation 
back on the right side of the balance sheer. 

Allocation, Not Valuation 

The balance sheet locacion conuoversy 
didn't cease with moving the accumu
lated provision to the left side. For 

instance. a January 1959 A1:counting 
Rtview article suggested chac the location 
chango b< revisited .• I n the arcicle, 
a random sample of the men-recent 
annual reporo of90 indusuials and rajl
roads and 10 utilities showed one indus
trial . one railroad and rh= utilities 
continuing [0 report the accumulated 
provision on the right side, rather than 
as a COntra-asset on the left: side. Right
side ueacmem by utilicies is not surpris
ing. ~use utilicies objected to the 
change 50 y= ago. 

Depreciation accouncing is a COSt

a1locarion concept-not a valuacion 
concept-and an objection ro left-side 
treatment was that it can lead some ro 
incorrectly interpret the ~ulong net 
asset amount as being the· current value 
of the assets. An objection to right-side 
treatment was mat the accumulated pro
vision is nor a liability, so does not 
belong on me right side. The accumu
lated provision obviously isn't a liability, 
but it is a source offimds. and sources of 
capical are recorded on me right side. 
The rtmoval or abandonment obligation 
dearly is a liability. However, me liabil ity 
is rhe estimared expenditure measured at 
rhe price level expected at me orne of 
e:xpendirure, not me amount of me esci
nu«d <><pondit= already recordod as 
an <><pense and charged by regulared 
encerprises to meir rarepayers. 

For enterprises subject ro price regu
lation, me accumulated provision dearly 

is a source of funds because rate-base 
regulation (reats the accumulared provi

sion as being ratepayer-supplied capical, 
for which a credit is provided at the 
allowed cosr of capital. R=gnizing » 
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depreciacion as a source of funds also is 
evident from me u.s. government 
allowing income-rax depreciation to be 
accelerated in order co provide funds 
(taX savings) for business expansion. 
This view was reinforced when me ini-

invescment, salvage, and removaJ o:pen
ditures--<md clm accurately charging 
chese COStS to ratepayers necessitates 
recording mem ratably OYer the useful 

life of <he reiated PP&E. 
This recognition means a known 

DEPRECIATION 
UNDER GAAP 

Depreciation accounling is a system 01 accounling 
that aims to distrlbule cost 01 oIDer basic value ollangi
bte capital assets, less salvage value (il any), over the 
estimated uselullile 01 the unit (which may be a group 

01 assets) in a systematiC and ratloral manner. 
II's a process of allocation, not of valuation. Depreciation lor the year is the portion 

01 the total CIlarge under such a system that is allocated to !he year. Although the allo
cation praperly may lake into account occurrences during IDe year, it's not intended to 
be a measurement of the effect of all such occurrences.-JF 

cial accempts by price regulators co pass 
the taX savings on to ratepayers 
prompted <he IRS to deny acoelerated 
tax depreciation co entities not allowed 
to retain me resW[ing rax savings. 

Being recorded as a contra~asset has 
led to concern mat net asset amountS 
could become negaove, which has led to 

some strange accounting forexpendi
cures for removing or abandoning 
PP&E. For long-lived asset>, salvage usu
ally is inconsequential, and removaJ 
expendirures frequently exceed <he 1Us
corical COSt of me relaced assets. There~ 
fore, aCCUfa(eiy recognizing (hese expen
ditures for accounting purposes is ar least 
as important, if not more imporram, 
rhan is ftcognizing me consumpcion of 
the related PP&E when providing a 
product or service. However, accouming 
pracrices don'r recognize rhis importance. 

Regulatory agmcies weft well ahead 
of the accouming profession in recogniz
ing thar the concept of retirement 
accouncing made no sense, and so 
adopred depreciation accounring. Under 
retirement accounting. invesrmenr is 
recorded as an expense upon ftriremem, 
salvage is recorded as income when 
received, and removal COSt is recorded as 
an expense when incurred. Regularors 
also weft ahead in recognizing there are 
three componentS co depreciation-

18 Puoue Ununu ~ Ocr"" 2008 

investment COSt is accrued (recorded as a 
periodic expense) after being incurred, 
an estimated future saJvage amount is 
accrued (recorded as a periodic credit) 
before being received, and an estimated 
furu.re removaJ apenditure is accrued 
(recorded as a petiodic expense) before 
being spent. Th.is treatment assures mar 
ratepayers are charged no mOre and no 
less man me COSts being incurred to 
serve mem, at me rime (he service is ftn~ 
dered and <he com are incurred-which 
is known as the regularory principle of 
inrergenerational ratepayer equity. 

Regu1arory depreciation accounting 
rules are more detailed <han are financial 
accounting rules, and are specified by 
<he Unifotm Systems of AccountS (US
olA..) p=,ibed by FERC and othe, 

54 percent of the 
total accretion is 
recorded after 
the unit ceases 
to operate and 
generate revenues, 
This is really 
strange accounting. 
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enci(ies. Almost all USofAs dictate mar 
salvage and removaJ COSts be treated as 
componentS of depreciarion, 2 and rhis 
treatment p,edates World War J. The 
basic foundation for <he regulatory 
accounring (tearment of salvage and 
removal cos( is evident from <he FERC 
USofAs for elearic utilities and natural 
gas companies, which define deprecia
tion as "loss in service vaJue." define 
service value as "(he difference berween 
original cost and ner salvage value," and 
define ner salvage value as "<he salvage 
value of property retired less <he co.st of 
removal." 

Salvage vs. Net Salvage 

lc took a while, bur the U.S. accounting 
profession evemwlly caught up wi<h <he 
regulators, evidem from me definition 
of depftciation givm in a sidebar mat 
was issued during <he 1950s. Three 
aspectS of this definition are significant 
to me rreacmem of removal costS-me 
requirement to be systematic and 
rational, consideration of salvage, and 
recognition mat depreciation accounting 
is a process of allocation, noc ofvaJuarion. 

The rational aspect of"systemaric 
and rational" means mat depftciation .is 
to be recorded in a manner [hac marches 
me patrern of usage or revenue~generac
ing capability of the related assecs, con~ 
siscenr wim me ftgularoty principle of 
inrergenerarional ratepayer equity. Thus, 
if me asset usage or revenue pattern is 
decreasing. the depreciarion method 
should be accelerated relative to me llfe 
span of me asset. If the panern is con
stant, depreciarion should be constant 
ftiative to rhe life span, and if the pat
rern is increasing. depreOacion should 
be deferred reiarive [Q the life span. 

The PP&E of tegulared entities 
exhibits decreasing or constant patterns 
over meir lifetimes-nor increasing par~ 

tetOS. Therefore, U.S. GAAP dictates 
mar me depreciation cares of such en ti
ties (and probably of all entities) be con
seant (",rable) over life defined by ei<her 
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lime or a5Se( usage. 
The U.S. GAAP definition reference 

(0 salvage is intended (0 mean «net sal· 
vage: mereby encompassing removal 
cost'S. If me ddinicion had been meant 
(Q incorporate only salvage into depreci. 
ation, ic would have stated "gross sal· 
vage" r:lmer than merely "salvage: Th~ 
terminology has proven (Q be unforru· 
nace, because it has created confusion 
concerning how removal costs are to be 
dealt with for accounting purposes. As a 
result, me true intencion of me GAAP 
definition has been lost, and strange 
accounting has occurred. 

Sever>l faas support me "ner salvage" 
definition of "salvage" within GMP. Ae 
me time of me definicion, me term "sal· 
vage'" generally was used to mean U net 
salvage" (i.r., salvage proceeds less 
removal expendirures), and utilicies typi· 
cally incorporated removal COstS into 
depreciacion for regulatory accounting 
purposes. Addieionally, me "nee salvage" 
definicion supports greacer consiscency 
in treating different end-of·life transac
tions (salvage and removal coses) r:I<ably 
through depreciation. T rearing removal 
coscs differencly &om investment and 
salvage conlliccs wim me pre~e thae 
accouneing pr:lcrices should be reliable 
and relevant. 

The ratable trea[Olent of removal 
COSts chrough depreciation for regularocy 
accounting purposes has a long hiscocy, 
bur periodically is challenged by pmpos
als to defer recording and recovery. Such 
challenges also have a long history, but 
have taken on renewed v1gor as a conse
quence of FASS Starement of Financial 
Accounring Standards No. 143, 
A1:countingfor Ass" Rrtirmrmt Obliga
tions, (SFAS 143), issued in 2001. 

Challenges to ratable treatment of 
removal roses for regulatory purposes are 
Wlforrunace, because mey lead co pro
posals for deferr>l mechanisms maC, if 
accepted by regulators. increase me cases 
(0 be borne by ratepayers over (he life of 
me rdaced PP&.E, chereby increasing 

www.lortnighUv.com 

energy costs and danuging me compeei
tiveness of me stace J (su "Dep"oarion 
Shr/l Gantt, • Fortnightly. ApriI2(08). 

Removal cosr deferrah resule from 
ceguJatory decisions mat emphasize 
near-term political conside.rations over 
long· term economic consideracions. The 
financial communicy and latge energy 
users can be c::xpected to interprec such 

The removal 
obligation clearly IS 
a liability, but rate
base regulation 
treats accumulated 
provisions for 
depreciation as 
ratepayer-supplied 
capital. 

eeguiaeocy unfairness as signaling deteri
oration of me business climate. The 
financial communiry might react co 
such a signal by downgrading me securi
cies of jurisdictional entities and of the 
Stace ieself. Addieionally, large energy 
users typically work from multiple loca
tions. sO mey can shi& production 
between locuions in reaction to regula
rory decisions-and someti mes they do. 
large energy users participating in regu· 
laeo')' proceedings typically emphasize 
long-term considerations. through 
addeessing cose-allocation (equicy) 
issues. rather man issues concerning the 
magnirude of cost of service. Ir's nO{ 
unusual for such users to react to a busi · 
ness-dimare decerioration signal by 
shifting from emphasizing equicy CO 

emphasizing me near-cerm cost·of-serv
ice magnirude in meir participacion in 
reguiaeocy proceedings. 

SFAS 143 is an example of me mOve

mem away from emphasizing matching 
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co emphasizing fair value. h segregates 
retiremem obligations (removal expendi
tures) imposed by law, seaNre, regula
cion or contract (Iega1 obligations) from 
depreciation, and specifies mat such 
obligations be reooroed as liabilities-
not as depreciacion. The specified treat· 
ment is to recotd me initial discounted 
amount of me c::xpected expenditure as 
part of me depreciable cose of me relaced 
asset and as an initial liability, and to 

recotd furure accretion--due to me 
discounting unwinding over time--as 
accretion c::xpense. This treatment is a 
single-payment (prepaid) annuicy, bue 
is recorded in a manner mat gives it a 
scrucrure similar to a mulciple·paymem 
annuicy-me typical form of sinking
fund depreciation. 

SFAS 92, &gulated En'rrprise~ 
Accountingfor Phase-in Plans, defines 
annuiry methods of depreciacion as 
phase-in plans mac are pcecluded from 
use for eimer regulatory or financial 
accounring purposes, unless me practice 
was reguiacocy policy prior co 1982. 
SFAS 143 side seeps this limitaeion by 
classifYing legal obligations as liabilities, 
so me specified treatment is not required 
co be "rational." Also, SFAS 92 is inter
preted as applying only to inves[Olem, 
which is anomer consequence of me 
accum wated provision being on me len 
side of me balance sheer. 

The deferr>l inherent in SFAS 143 
treatment is evident in (he obligation for 
decommissioning a nuclear generating 
unit, which ;s the obligacion that 
prompred issuance of SF AS 143. A 
nuclear unit rhat receives a renewed 
operating license &om the Nudear Reg
ulatory Commission is likely [Q have an 
oper:lring life span of abour 55 years. If 
decommissioning occurs 10 years aner 
oper:ltions cease and me SFAS 143 d~

coum rare is 8 percent, men 99.3 per· 
cem of me obligation would be recorded 
as accretion over 65 years, wim me 
accretion amounr recorded dUTing me 
final year being 137 eimes me amoune 
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recorded during the firsr year, and 54 
percent of the total accretion being 
recorded arrer me urur ceases to operate 
and generare revenues-and, for a sin

gle-asset enury, after the enterprise ceases 
ro be viable. This is really Strange 
accounring. 

Intergeneratlonal Equity 

The exposure draft of whac eventually 
became SFAS 143 called forliabiliry 
rr<aunent of both legal and consrruaive 
obligarions, which is the same as for 
tntern:uional standards. However, SFAS 
143 was limired to only legal ob~gacions 
when FASB concluded char consrrucrive 
obligacions could nor be defined cighdy 
enough for consistent application, which 
suggests the international standard is nor 
consisrendy being applied. 

limiring SFAS 143 ro legal obliga
tions did not preclude inconsistent 
app~cacion, and the FASB felr the need 
for clarificacion through issuing FASB 
Interpretacion 47, AccounnngjOr Omdi
IionaiNset R<timnmt Obliganons, (FIN 

47) in 2005. FIN 47 improved the con
sistency of reporung, but did nor elimi
nate the problem-which is due, in 

part, co the difficulry in applying SFAS 
143 by enticies praaicing the group con
cepr of depreciarion accowuing. How

ever, me remaining inconsistency pales 
when compared (0 [he inconsisrency 

resulting from the misimerpre{3.cion of 
me GMP deftnition of depreciation 
accounring. 

This misinterpretation means that 
regulated entities record removal or 
abandonment obligations ratably over 
rhe life of the relaced PP&:E, ,",cepr for 
a few rhac are subject co the jurisdiction 
of regulatory agencies thar have imposed 
deferral mechanisms. At the same time, 
non-regulated entities record such obli

gations using one of twO deferral mecha
nism~FAS 143 creacment for legal 
obligations, and cash treatment for other 

obligations. Entities practicing the item 
concept of depreciation accounting 

20 Puauc ItnUTln FOITMIClTlJ OcTOBER 2008 

record and depreciare each item ofPP&E 
separacdy, so relaced legal removal obli
gations easily are identified, recorded and 
cracked. Entities practicing the group 
concept easily can identify, record, and 
crack such ob~garions for PP&E record
ed and depreciared by locarion, such as 

USing the group 
concept of deprecia
tion accounting, it's 
nearly impossible 
to track legal 
obligations for 
electric and gas 
distribution systems. 

for power planes, but it is next to impos
sible ro track such obligations for PP &E 
nOt so recorded and depreciated. such as 
for decuic and gas distriburion systems. 

SFAS 71, AcrounnngjOr the Effiro of 
Cm4in Ijpl> ofR-r;uwwn, allows quali
fied entities to utilize accouming prac
cices thar cannor be urilized by 
non-qualifying entities. The effect of 
qualification is mar the income state
ment reflects regulatory accounting 
requiremenrs. wim any difference> from 
financial accounting requiremenrs being 
disclosed on the balance sheer as ",guIa
rery assers or liabilities. For example, 
obligacions qualifYing for liabiliry rrear
mem under SFAS 143 rypically are 
reflected in depreciation for racemaking 
purposes, so depreciation ueacment 
would be reflected on the income state
ment and a regulatory liabiliry disclosed. 
Disclosing a regulatory liabiliry means 
mat regulated enrities must maintain 
accounting records for both depreciation 
rrearment and liabiliry ueaunent oflegal 
obligacions. SFAS 71 would be 
rescinded, if che SEC follows the recom-
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menciation of i es advisory committee to 

avoid speciaJ treatmenr for specific 
induscries. Rescinding would be a prob
lem for regulacor.;, because the financial 
statements of regulated enoties could no 
longer match removal costs to the usage 
of the PP&E providing service co 
ratepayers, thereby violating me princi
ple ofintergenerarional ratepayer equity. 

Ic wouldn'c be difficulc to diminate 
me strange removal cosr accounting 
and the pocencial for violating me prin
ciple ofincergenerational ratepayer 
equiry. Doing SO would allow financial 
statements to mOre accuracdy depia me 
financial posicion and roules of opera
tions of the reporting enterprises and 
ensure thar ratepayers bear the com 
being incurred to serve them. All mar's 
necessary is co recognize mac the accu
mulated provision for depreciation is a 
source of funds rhac belongs on the righc 
side of the balance sheer, and co change 
che reference co "salvage" in the GAAP 
definition of depreciation accounting to 
"net salvage." 

These cwo accions would allow FASB 
co rescind SFAS 143, and would pro
mote consiscency, comparability, reliabil
ity, and relevance by requiring all enter
prises (0 use me same removal COSt rreac
mem for accounting purposes. m 

jobn Ferguson, COp, formerly was a 
principal lllilb DefqiUe & lbuche, aTld IUIlU 
chairs lbe CUrrelll issues co11lmillee of the 
Sociely of Deprecitllion Professionals. 7IJis 
arlicle reflects the tMt/!S of /be aulhor aTld 
Tlot Deloiile or /he SocieJy. Email him al 
jolmferg@swbell.neJ. 

ENDNOTES 
I. Simon. Sidney. "The Right Side of Accumubred 

Dcpn:ciation~ Arrounn'ng Rrvirw, Ru~ers Universiry. 

)"""l' 1959. 
2. The only exception (Q inrorporaong ~maval or 

abandonment COSts in deprro:l.oon unt the aumor 

is 3~ oris the n.ilrood USofA of rhcSumce 
T ranspon::acion Board. and m:u excqxion is Jimired 

10 PP& £ other m:lrJ me crack suucru~ acrounts.. 

3. Oeuimenttl impactS easily art: dcmonstr:l.tcd, but 
art: beyond me scope of mis article. 
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Business & Money 
----------------------------------- . - -

Ready for IFRS? 
International reporting standards are 

coming for U.S. public companies. 

By Scarr HARTMAN 

A
doption oflFRS (International Fmancial Reporting Standards) in the United 
States undoubtedly would mark a significant change for many U.S. companies. 
It would require a shift to a mote principles-based apptoach, plac< Far greater 

reJiance on man~ment (and audiwr) judgment. and spur major changes in com
pany processes and S)"tems. 

But this change should not be feared. 
A move to IFRS also presents a tremen
dous opportunity. Moving w an entirely 
new accounting struc
ture ultimately might 
enable companies w 
sueam1ine reporting 
processes and reduce 
compliance COSts. 

IFRS has fewet btight 
lines and less interpretive 
and appUcation guid
ance than does U.S. 
GAAP (Generally 
A=pted Accounting 
Principles). Companies 
will need to consider 
carefully the economic 
substance of their trans
actions and then apply 
the principles embodied 
in [FRS to that sub
St>J1C<. Arguably, doing 
so might enable a closer 
~gnment with underly
ing business objeaives. 

Many financial pro
fessionals in the power 
and utility industries 
today are aware ofIFRS, 
which presently is used 
or under consideration 
in every major financial 
ma:rker around the 

10 , .... uc Ununu f(]1I'IIUIU JANUARY 2009 

world. There is a growing tecognition, 
both in the United Scates and interna
tionally, that a single Set of high-quality 
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global accounting standards offer> teal 
benefits. IFRS seems inctea<ingly likely 
[0 pwvide mac single Set of standards. 

Going Global 

The Securities and Exchange Commis· 
sion (SEq is aware of the growing 
global acceptanc< oflFRS and has taken 
commencs from iiSl"ed companies. audit 
firms, investment groups, rating agen· 
cies, the legal communiry and govern
mem agencies in an effort to create a 

comprehensive plan for a smooth uansi
rion co using IFRS in me Uniced States. 
These discussions rake ioro considera
tion issues like whether [0 allow U.S. fil
er> the option of either adopting [FRS 
or serring an effective dace for imple
mentation by all U.S. registrants. 

The SEC hosted a 
round[3.ble meeting in 
August 2008 that 
focused on the perform. 
ance oflFRS during the 
market turmoil that 
already was churning 
ear~er this year. While 
pane~m shared a gen
eral consensus mac 
IFRS performed quite 
well, they acknowl
edged that challenges 
exist in the application 
of bath IFRS and U.S. 
GAAP in areas such as 
fair-value accounting. 

In addition, the round
table focus<d on 
accouming for off-baJ
ance sheer arrangements 

and commodity pric
ing, both topics of par
ticular imerest for the 
power and utility indus
tries. Panelists also 
expressed the view that 
IFRS could benefit 
ftom additional applica
tion guidance [0 reduce 
certain inconsis- » 

www.fortnightly.com 
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• Step l ' De;eiq) goaIs'll1e conpart(s Ill3I mgement team om Ixlard 01 dlredors decide how 
beSl lo preseI1l!he IXlfIlIlMY's I'IlancIaIs on M ~IYJ basis. Then. prellmlniry IOOIlIiIYJ begins 
8111 1Ji!11-lM1 rISk assesSoll1l1i1S are oondI£I8d, <Uhlg!he poIentiaIl~ thai FRS can have on 
!he alf11laI\Y's balance sheet, llnancial reporIi1g and ac:tOIJ1tlng policies. tax liabilities. Md con
InIds Md joi1I \IenIure agleeI '''Its. 

S(andards Board (IASB) g<n
erally has avoided issuing 
imerpretations of its own 

standards, preferring instead 

(0 leave implememarion of 

the principles embodied in ic; 
standards (0 p«parers and 
audirors, and its official imer
preuve body. me Inrerna
(ional Financial Reporting 

[merprecations Committee 

(IFRIC). 

• Step 2: Design Md JjamIng: The transition team 'IlIIidaIes !he 00IMlfSi0n recanmeI1daIion 
male In Step 1 and ewIuates !he various ~ ~ delermlne II1e Impact thatdilferent IInaroIaJ 
~ alii reporIi1g IXtilS ~Q have across the ~se. 

• Step 3, Solution deveiopmerII: New FRS p(jcIes a'~modeIed. and the transition team deYeI
~ II1e process Md syslem ctwoe reqliremenlS that II1e new jjlideInes req,J1re. 

• Step 4, I~' At lIS hut. IrnpierI1nation is a straigldtlWlld CIa1ge-m;r,age. 
ment effa1 that includes conmJlIcation and training. k*owed by carrying oot II1e agreed-lJllOll 
approac/les. Allhis step. II1e trnIlion team can begin to test the new guidelines as Implemented 
and ~iate as needed. 

IFRS Challenges 

The more principles-based 

approach of!er<d by IFRS will 
presenr some unique chal
lenges for rhe n:guIared • Slap 5: PosHmplementallon~: This OOQJS when all key ~ accaJlIIlg 

alii rlllJ(l1lng.lreasIIy. tax Mel oIher8--ineeIto deU1eI Mel identlly ~tIes for ~1. u(iliry indus")'. Wirh IFRS 
likdy [0 arrive in the near

rarher chan dis,am-furure, 
affected ucilicies should con
sider rhe implicacions oflFRS 
and start planning now. 

These live steps might take as long as two or three yeats from Initial dlagoostlc disctissions to 
post-implementation chalYJes. This period allows for a thoughtful. well-pIn1ed transition that 
Increases the long-term benefll oI1FRS. Companies that walt-ulUi eltIleI!he SEC determines a 
delinlUve timellne or their competitors accelerate efforts toward Iransl~ghllind them
selves pla)ing catch-up.-SH 

tencies as presently applied. 

In lace August. rhe SEC approved fur 
public comment its 10ng~av."d..ired 
"Roadmap" co rhe evenrual use oflFRS 
by U.S. companies. The proposed 
Roadmap anticipateS mandarory report· 

ing under IFRS beginning in 2014. 2015 
or 20 16. depending on che siuo of rhe 
issuer, and provides for early adoprion in 
2009 by a small number of very large 
companies that meet anain crireria. The 
SEC later might decide ro allow other 
companies co adopc IFRS early. befu« 
the mandarory dare of conversion. The 
roadmap aJso identifies several miJe~ 

Stones thar the SEC wiU consider in mak· 
ing its decision in 20 II abour whether to 

proceed with mandatory adoprion of 

IFRS. 
While me« = diff<=ces between 

U.S. GAAP and IFRS. me general prin
ciples, concepmai framework and 
accouncing resulrs ~[Wttn {hem are 

ohen (he same, or similar, for mosr com· 

monly..encounrcred tranSactions. 

In g<neral. IFRS standards are 
broader rhan rheir U.S. counccrpans. 
wirh limited ineerp«cive guidance. 
While U.S. standards cone.in underly
ing principles as weU. rhe suong n:guIa
cory and legal environment in U.S. 
markets has resulred in a more preseri?"" 
cive approach-wirh far more "brighc 
lines," comprehensive impiementarion 
guidance and indwrry inrerprerations. 

The ImeroacionaJ Accounting 

The more principles
based approach of 
IFRS will present 
some unique 
challenges for 
regulated utilities. 

• Accounting by regu-
Iared entioes: Under U.S. 

GAAP, FASB Scacemem No. 71. 
Acoouming for the Effects of Certain 

Types of Regula cion. «guIaced encities 
are allowed ro accounr for certain 
incurred COSts that will be able ro be 
recover<d chrough furn« races as «gula
rory assets. Conversdy, amounts previ~ 

ously coUected bur owed back to 
ratepayers are accounted for as reguJa~ 
tory liabili ties. There is no com parable 

provision under IFRS, which means 

mac. 1T0m me regularory-assec perspec
tive, certain COStS (including stranded 
cOSts from dereguJation. fuel recoveries, 
srorm damage, environmental remedja~ 

(ion, and losses on refinancing to a 
name a few) wiU need to be wrirren..-off 

(despite the regulatOry provision to 

rttOver such COS[S from r;uepayers in the 

fumre). This would resul( in me record
ing of future revenues with no corre~ 

sponding COSt m:ognicion . 
• Property. plam and equipment 

Acoounring for items such as property. ) 





plant and equipment may be more gran
ular under IFRS than under U.S. GAAl' 
IFRS requires companies to accoum for 
fixed assets at the compcment level, 
which is defined as the unit of measure
mem to separately identify an asset, or 
part thereof, with a separately idencifi
able estimated useful life. Although most 
utilities account fot assers using a tetire
mem-unit level, reviewing currem fixed
asset accounting records will help 
utilities determine which componems 
should be depreciated over what esti
mated useful lives. 

Lack of a parallel standard to State
ment No. 71 in IFRS will mean that the 
treatment of gains and losses arising from 
dispcsal of asset:; belonging to regulated 
entities also will require review, as will the 
treatment ofimpairmems and decom
missioning obligations for current oper
ating assets-panicularly as me uend 
tov.rard. new nuclear generation and 
expansion into alternative energy sources 
continues. Policies mat bear reviewing 
include those relating [Q allowable capi
calized. costs and accounting for subse
quent replacement of components to 

make sure amounts are not overcapical
ized on a company's balance sheet. 

• Financial instrumems: This area 
poses probably the biggest conversion 
challenge. Commodity contractS and 
hedging accivity playa significant part in 
the operations of utilities. Almough the 
two relevant accouming standards, 
FASB Staremem No. 133, Accouming 
for Derivative Instrumems and Hedging 
Activicies (as amended for U.S. GMP 
purposes), and lAS 39, Financial Instru
ments: Recognition and Measurement, 
generally are comparable, some funda
mencal differences merit utilities' consid

eration. Review of conuactuallanguage 
and derails will be key: Reevaluating 
contractS will allow utilities [Q determine 

me proper accounting treamlent in 
accordance with IFRS. 

IFRS uses the "own-use" definition 

to exempt contracts that were entered 

1. PlJIIUt UrIUT1U fOlTll1$11Y1.' JANUAAY 2009 

imo and cominue ro be held for the pur
pose of receipt or delivery of a non
financial item in accordance with the 
entity's expected purchase, sale or usage 
tequitemems. Cerrain hedging relation
ships--or me concept of normal pur
chases and nonmal sales-might be 
treated dilferencly under U.S. GAAP 
than they are under IFRS and itS related 
own-use determination. Under IFRS, 
it's also possible to hedge components 
(portions) of risk mat give rise ro 
changes in fair value. The overall valua
tion of financial insuuments (specifi
cally, considering me definition of fair 
value as set forth in me literature) and 
the accounting for day-one gains also 
may result in differing accounting 
results under me (WO standards. 

Certain hedging 
relationships might 
be treated differently 
under IFRS and 
its "own-use" 
determination, 

• Accounting for joint ventures: 
Currently; IFRS states that investments 
in associated companies are accounted 
for using [he equity method, and invest
ments in joinrly controlled entiries are 
accounted for under the equity method 
or proporUonate consolidation. How
ever, the treatment of joint ventures, 
including jointly-controlled assets, oper
ations and entities, and the use of pro 
rata consolidation currently allowed 
under IFRS, are under review. This is 

another challenging area that likely will 
affect certain operating struCtures in 

place in the U.S. power and utilities 
industries. While varying structures 
allow companies to account for such 
joint ownership in the United States, 
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some companies also have used the pro 
rata consolidation concept in U.S. 
GAAP-based financial statements to 

account for ownership interests in plants 
and related assets. 

• Emissions: Due ro a worldwide 
focus on climate change, emissions gen
erated by power and utility companies 
have received a lot of attention, and this 
also has raised accounting awareness. In 
addition, the recent District ofColum
bia Circuit Court of Appeals ruling in 
July 2008 striking down the U.S. Envi
ronmencal Protection Agency's Clean 
Air Interstate Rule raised valuation and 
potential impairment issues related to 
niuogen oxide and sulphur dioxide trad
ing programs. This ruling has affected 
companies mat began inscalling cenain 

emissions-reduction conuol equipment 
at their plantS. While both the Financial 
Acccunting Standards Board (FASB) 
and IASB have accounting fot emission 
allowances as current projects, neither 
U.S. GMP nor IFRS currencly sheds 
much light on any specific method of 
accounting for these allowances, result
ing in at least (WO different methods of 
accounting. The twO methods primarily 
focus on whemer the emission 
allowances should be recorded as inven
tory or intangibles with the valuation 
question focused on whemer to carry 
me allowances at histOrical COSt or fait 
value. A related question arises as to 
whether an obligation should be 
recorded, and as of what date, related to 

a company's emissions. 
IFRlC previously issued Imerpreta

tion 3 related to accounting in chis area, 
but that interpretation was withdrawn, 
leaving unanswered questions about 
accounting for emissions. However, 
lASB recencly added an Emission Tmd
ing Schemes project OntO its agenda. 
The board tentatively decided that the 

scope of the project will address 
accounting for all uadable emission 
rights and obligations) and for activities 
to receive tradable rights in me )) 

www.lortnighlly.com 
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future. Accounting commenca.ry and lit
e.rarure increlSingly address IFRS issues, 
so conversion likely will lend additional 
guidance in this area. 

Agency Treabnent 

Invesror-owned U.S. poworand uWity 
companies m regulated by the SEC as 
well as other entities, such as me Federal 
Energy Regulatory Col11lTUssion (FERC) 
and local agencies of the SLates in which 
they operate. The accounting rules of 
FERC and other regulatory agencies 
heavily have influenced the accounting 
policies guiding U.S. utilities. To date, 
IFRS trutkes no allowance for other r<gu
laro~. and this is not likely lO be covered 
by the continuing SEC roundt:lble and 
other planning discussions. 

At this point, FERC isn't expected to 
change its Uniform System of Accounts 
simply becauseofa proposed U.S. con
version [0 IFRS. Even if a change eventu

ally would be forthcoming, it wouldn't 
happen until after U.S. ismersconvert co 
IFRS. 

For most industries, IFRS ultimately 
might enable companies to screamline 
reporting processes and reduce the COSt 

of compliance. However, for U.S. power 
and utility companies, if the concepts of 
Sraremen( No. 71 are nm adopted or 
embraced by IFRS rule trutkecs, 
accouming practict:S mandated by 
FERC and other regularory bodies 

Momentum is 
building for U.S. 
adoption of IFRS, 
and conversion 
no longer appears 
to be a matter 
of "if," but more 
a matter of 
"when" and "how." 

might result in the requiremem to main
~ a separate set of financial records, 
similar to the process for current sraru
£Ory reporting in certain imemational 
jurisdictions. The need (0 generate the 
required ac.cowujng information could 
have significant implications for a com
pany's information-technology SYStem. 
As a resuh, these companies would need 
co conrmue evaluating accowuing for 
induruy-specific issues and how it 
affects their IFRS planning. 

In any case, momemwn ~ bWlding 
for U.S. adoption of IFRS, and conver
sion no longer appears to be a marrer of 
"if," bur more a maner of "when" and 
"how." For companies that report in 
muJciple jurisdictions, the adoption of a 
single global sec of accowning standards 
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can be a benefir in rerms of proc:ess Stan
dardizarion and related efficiency gains. 
Multiple approaches £0 financial report
ing continue co be inefficient and trou
blesome, and many affected oompanies 
srrongIy support the SEC's continued 
efforts in the U.S. transition to IFR5. 

The question thar power and utility 
o:ecurivesand directors need co cackle
sooner, rather than larer-is how they 
can maximize the opporruniries present
ed by IFRS and effeccivdy and efficiendy 
deal with any challenges as a result of the 
conversion. The srraighrforward answer 
is to scan planning now, dedicate the 
appropriate management focus and cre
ale a project (earn across all aspects of the 
company-including the financial 
accounting and reporting, cax and IT 
depanments---{o assess the effort and 
work coward transition activiries. Also, 
it's nevet too early {Q begin educating 
analysts and investors on how a conver
sion [0 IFR5 mighr impact the compa
ny's financial results. 

Now is the rime [Q brgin planning 
for conversion from GAAP to IFRS. 
The resources needed and the impact on 
the organization will be Far-reaching. 
BU[ with proper strategic planrung, ben
efits can be substantial. III 

Scott Hariman is executive d;,ecJor with 
Emsl & Young Ass",a"ce and Advisory 
Business Services. 
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IURC Cause No. 43526 
Northern Indiana Public Service Company's 

Objections and Responses to 
Office of Utility Consumer Counselor Twentieth Set of Data Responses 

OUCC Request 20-001 
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The following questions relate to the impending accounting move from U.S. GAAP to International 
Financial Reporting Standards ("IFRS"). 

a. Please provide a narrative explanation of the anticipated impact of moving from U.S. 
GAAP to lFRS. 

b. When does NIPSCO expect to adopt lFRS? 
c. Please provide all analyses, quantifications, reports, studies, etc that NlPSCO has 

conducted regarding the adoption of IFRS. 
d. Please provide a specific discussion of how the change to IFRS will impact 

NIPSCO's accounting calculations and relating to SF AS No. 143, FIN No. 47 
and the existing regulatory liability for cost of removal, SFAS No. 71 and the 
difference between fmancial and regulatory accounting. 

e. Please provide a specific discussion of how the change to IFRS will impact 
NIPSCO's accounting calculations and relating to depreciation, accumulated 
depreciation, gross salvage and cost of removal. Please include a discussion of any 
difference between financial and regulatory reporting relating to these items. 

f. Please provide a specific discussion of how the change to IFRS will impact 
NIPSCO's accOlmting calculations and entries relating to current income taxes, 
deferred income lax expense and accumulated deferred taxes. Please include a 
discussion of any difference behvcen financial and regulatory reporting relating to . 
these items. : 

g. Please identify all items and accounts currently classified as contra-accounts, i 
deferred debits and credits, liabilities and assets which will or may flow to equity ·I

i 

upon the replacement of GAAP with IFRS. . 

Objections: 

objects to OUCC Set20-00l on to theextentthat such Request solicits an 
analysis, calculation or compilation which has not already been performed and which NIPSCO 
objects to performing as well as on the grounds and to the extent that such Request seeks documents 
or information which are not relevant to the subject matter of this proceeding and to the extent they 

" ... are not reasonablecalclliated to lead to the discovery of admissible evidence. 
Response: 

Subject to and without waiver ofthe foregoing general and specific objections, NIPSCO is providing 
the following response: 

a.-c. The adoption of IFRS will be managed by NiSource Accounting Research Department. : 
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Northern Indiana Public Service Company's 

Objections and Responses to 
Office of Utility Consumer Counselor Twentieth Set of Data Responses 
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NiSource cOl1til1ues to follow developments related to the proposed move from u.s. GAAP to 

Il1ternational Financial Reporting Standards ("!FRS"). On November 14,2008, the SEC issued its 

proposed [FRS "roadmap". The roadmap outlines several milestones that need to be addressed 

before making adoption to IFRS mandatory. The will then detennine in 2011 whether to 

require mandatory adoption ofIFRS for all u.s. issuers. According to the roadmap, large accelerated 

filers, including NiSource, would be required to file IFRS fmanciel statements in 2014. 

d.-g. See objection. NiSource is not able to address the specific questions above at this time. The 

proposed accounting chal1ges are very complex and comprehensive and impact almost all areas of 

accoul1ting. For example, there is no equivalent of SF AS 71, "Accounting for the Effects of Certain 

Types of Regulation" in IFRS. During 2009, NiSource will develop a detailed project plal1 to begin 

analyzing the requirements ofIFRS. Detailed recommendations from that study will likely result in 

system and process changes throughout the organization. 
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