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Majoros Testimony 1 
 
I. Introduction 2 
 

Q1. Please state your name and summarize your position and qualifications. 3 

A1. My name is Michael J. Majoros, Jr.  I am president of Snavely King Majoros & Associates, 4 

Inc. (“Snavely King Majoros or SKM”).  SKM is an economic consulting firm specializing in 5 

public utility and telecommunications costs and rates. Appendix A is a brief description of my 6 

qualifications and experience.  It also contains a listing of my appearances before state and federal 7 

regulatory bodies.  I am submitting this testimony on behalf of the Consumer Advocate Division 8 

of the Office of The Tennessee Attorney General (“CAD”).  9 

 

II. Subject of Testimony  10 
 
 

Q2. What is the subject of your testimony? 11 
 

A2. My testimony responds to the Atmos Energy Corporation’s (“Atmos” or the “Company”) 12 

“Tennessee Direct Depreciation Study.” 13 

Q3. Do you have any experience in the field of public utility depreciation? 14 
 

A3. Yes, SKM specializes in the field of public utility depreciation among other areas.  Our 15 

clients have ranged from consumer organizations such as the CAD to regulatory commissions such 16 

as the PSC and to large companies such as AT&T.  We have appeared as expert depreciation 17 

witnesses before the regulatory commissions of more than half the states in the country.  I have 18 

testified in over one hundred proceedings about public utility depreciation. 19 

 

III. Brief Summary of Positions 20 

 

Q4. Please summarize the Company’s position in this proceeding.  21 
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A4. Mr. Allis states that his study “results in an increase of approximately $823,000 in 1 

depreciation expense for the Tennessee Direct Property” and that the increase is primarily the 2 

result of changes in service life and net salvage estimates that result from the Depreciation Study.1   3 

Q5. What is your position, Mr. Majoros? 4 

A5. Exhibit___(MJM-1), page 2 demonstrates that my recommendations reduce Mr. Allis’s 5 

$823,000 increase to a $4,167,909 decrease.2  Two primary adjustments account for the difference.   6 

 1. First, I am recommending five service lives which are longer than the lives Mr. 7 

Allis proposes.  My recommended service lives better align the depreciation rates for these 8 

accounts with the actual results of the study.   9 

 2. Second, I recommend a discontinuance of the Company’s unnecessary allocation 10 

of arbitrary portions of actual replacement plant additions to the cost of removal.  The Company 11 

should only charge cost of removal associated with final unreplaced retirements to cost of removal.  12 

Replacement cost additions should contain the total cost of the replacement including the removal 13 

of the existing item. 14 

Subsequent to its last (2014) depreciation study, the Company implemented 15 

recommendations from two special allocation studies conducted by Alliance Consulting.  These 16 

Alliance Studies highlighted the need for the change I am recommending.  The Alliance Studies 17 

drove the higher cost of removal (“COR”) ratios Mr. Allis is proposing for its major accounts.  The 18 

Alliance Studies also enhanced my understanding of the overall impropriety of allocating 19 

replacement costs to COR.   20 

As a result, I am recommending much lower COR ratios for ten accounts where Mr. Allis 21 

is proposing to add excessive cost of removal to his proposed depreciation rates.  My 22 

 
1  Direct Testimony of Ned W. Allis, at 4, TPUC Docket No. 23-00050 (June 29, 2023). 
2  See Exhibit___(MJM-1.) 
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recommendations better comply with the FERC Uniform System Requirements for replacement 1 

cost accounting.  My cost of removal correction accounts for a majority of the difference between 2 

Mr. Allis and me. 3 

IV. Depreciation from the Ratepayers’ Perspective 4 

Q6. What is depreciation from the ratepayers’ perspective? 5 

A6. Public utility rates are based on a utility’s costs.  The higher the cost, the higher the resulting 6 

rates.  Depreciation is an estimated expense included in a public utility’s cost of service/revenue 7 

requirement.  From a regulator’s perspective, the objective of public utility depreciation requests 8 

is straight-line capital recovery which utilities accomplish by distributing the original cost of their 9 

assets to expense over the assets’ lives through the application of depreciation rates to plant 10 

balances.  From the ratepayers’ perspective, depreciation is an increase to their monthly utility bill.  11 

Depreciation expense is one of the largest cost drivers of public utility revenue requirements 12 

because utilities are capital intensive, in other words, their depreciable plant is their largest asset.   13 

Depreciation involves complex analytical procedures, calculations, and a substantial 14 

amount of unnecessary personal judgment given the available analytical tools.  Therefore, the 15 

measurement of depreciation and the calculation of the expense warrant careful regulatory 16 

consideration and scrutiny because an excessive depreciation rate can unreasonably increase a 17 

utility’s revenue requirement and the resulting charges to its customers.  In summary: 18 

Depreciation Is Important Because: 19 

1. Depreciation is a big expense. 20 

2. Depreciation is an estimated non-cash expense involving a substantial amount of 21 

unnecessary personal judgment. 22 
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3. The ratemaking process passes depreciation dollar-for-dollar through to a utility’s 1 

ratepayers. 2 

Q7. Do your recommendations permit full capital recovery to Atmos? 3 

A7. Yes, all my recommendations will provide full capital recovery to Atmos.  Full capital 4 

recovery means a return on (through rate of return) and a return of capital (through depreciation.) 5 

V. Plant Additions/Replacements, Retirements and Balances 6 

Q8. Please provide an overview of the definitions of depreciation terms used in your 7 

testimony.  8 

A8. Public utilities record their plant cost activity in the individual plant accounts set forth in 9 

the Federal Energy Regulatory Commission’s (“FERC”) Uniform System of Accounts (“USoA”).  10 

Additions, retirements, and balances refer to individual plant accounts.   11 

The first complicator is that the USoA refers to additions as “retirement units” (“RU”).   12 

USoA Definition (“DEF”) 34. states: “Retirement units means those items of gas plant 13 
which when retired, with or without replacement, are accounted for by crediting the book 14 
cost thereof to the gas plant account in which included.”  RUs are to be recorded at original 15 
cost, which means the cost when initially placed in service even if previously owned or the 16 
original cost incurred by the utility.”   17 
 

USoA DEF 6. defines book cost as: “Book cost means the amount at which property is 18 
recorded in these accounts without deduction of related provisions for accrued 19 
depreciation, depletion, amortization, or for other purposes.” 20 
 

USoA DEF 9. defines cost as: “Cost means the amount of money actually paid for property 21 
or services...” 22 
 

USoA DEF 26.  defines original cost as: “Original cost, as applied to gas plant, means the 23 
cost of such property to the person first devoting it to public service.” 24 
 
USoA DEF 32.  defines replacement as: “Replacing or replacement, when not otherwise 25 
indicated in the context, means the construction or installation of gas plant in place of 26 
property retired, together with the removal of the property retired.” (emphasis added). 27 
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USoA Gas Plant Instruction (“GPI”) 2.A.  states: “Gas plant to be recorded at cost. …  All 1 
amounts … acquired as operating unit or system … shall be stated at the cost incurred by 2 
the person who first devoted the property service.  All other gas plant shall be included in 3 
the accounts at the cost incurred by the utility.”   4 
 
GPI 10.A states: “Additions and retirements of gas plant.  … all property shall be 5 
considered as consisting of (1) retirement units [additions] and (2) minor items of 6 
property.” 7 
 
GPI 10B. (1) states: “The addition and retirement of retirement units shall be accounted for 8 
as follows (1) When a retirement unit is added to gas plant, the cost thereof shall be added 9 
to the appropriate gas plant account….”   10 
 
GPI 10.B.(2) states: “When a retirement unit is retired with or without replacement, the 11 
book cost thereof shall be credited to the gas plant account in which it is included…” 12 
 
GPI 10.D. states: “The book cost of gas plant retired shall be the amount at which such 13 
property is included in the gas plant accounts, including all components of construction 14 
costs.” 15 
 16 
GPI 10.F. states: “The book cost less net salvage of depreciable gas plant retired shall be 17 
charged in its entirety to account 108, Accumulated Provision for Depreciation of Gas Plant 18 
in Service.” 19 
 

Q9. Will you please provide an example of all this? 20 

 A9. Yes.  A FERC plant account is like a personal checkbook.  It is a record of the activity 21 

occurring in that account over time.  For example, gas distribution plant Account-375 Structures 22 

and Improvements includes buildings.  Assume the beginning balance of Account-375 is $500 23 

which is the original cost of a building installed in prior years.  An annual addition RU includes 24 

the original cost of a new building added to the account (deposited) during the current year.  The 25 

new building could either replace an old building or not replace an old building.   26 

If the new building replaces an old building, the old building is retired (e.g. withdrawn).  The 27 

annual retirement is the original cost of the old building included in Account-375, which the 28 

Company removes from service during the year.  The ending plant balance of Account-375 is the 29 

original cost of the new building that remains in service at the end of the current year.   30 
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Table 1 1 
Example of a Replacement of a Building 2 

Account-375 Structures and Improvements 3 
 

       Plant    4 
Description      Amount   5 
Beginning Plant Balance (old building)   $500    6 
Add New Building      1,000     7 
Retire Old Building       (500)    8 
Ending Plant Balance     $1,000    9 
 
    
Q10. What happens to the retired building in the books?  10 

A10. As one can see above, the $500 retired building is removed (credited) from Plant Account-11 

375 and because of double-entry utility bookkeeping, the retired building is simultaneously debited 12 

to (removed from) Account-108 Accumulated Provision for Depreciation.  The retirement reduces 13 

both the asset account and the accumulated depreciation account in the same amount.   14 

VI. Accumulated Depreciation Account 15 

Q11. What is the Accumulated Depreciation account? 16 

A11. Utilities depreciate the cost of the items recorded in their plant accounts while those items 17 

(the buildings above for example) are in service.  Utilities charge annual depreciation expense 18 

which reduces a year’s income, and the other side of that entry is an increase to the accumulated 19 

depreciation account which serves as a record of the depreciation charged to date.  As explained 20 

above utilities simultaneously remove the cost of the old building from both plant in service and 21 

accumulated depreciation when it is retired.  Assume the “old building” in the example above had 22 

fully depreciated and retired at the beginning of the current year.  The example would now be: 23 

 
 

Table 2 24 
Example of a Replacement of a Building 25 

Account-375 Structures and Improvements 26 
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       Plant  Accumulated   Rate 1 
Description      Amount Depreciation   Base 2 
Beginning Plant Balance (old building)   $500  $(500)          $0 3 
Add New Building      1,000      1,000 4 
Retire Old Building       (500)      500         $0 5 
Ending Plant Balance     $1,000        $0  $1,000  6 
 
VII. Depreciation Rates 7 

Q12. What is a depreciation rate? 8 

A12. A depreciation rate is an annual ratio applied to a plant balance to distribute its cost to 9 

expense over its life. 10 

Q13. How are depreciation rates calculated? 11 

A13. There are a multitude of methods to compute annual depreciation rates.  Mr. Allis used the 12 

straight-line remaining life approach to calculate his proposed depreciation rates.  To understand, 13 

it is useful to start with straight-line whole-life depreciation rates.  Straight-line meaning equally 14 

over the life and whole-life as opposed to remaining life. 15 

Whole-Life Depreciation Rates 16 

 The following calculation shows a straight-line whole-life depreciation rate for a $500 17 

building with a 10-year average service life.   18 

Table 3 19 
Straight-Line Whole-Life Depreciation Rate 20 

Assuming Building With 10-Year Life 21 
 22 

Amount    $500/10 yrs. = $50 23 
 24 
Percent    100%/10 yrs. = 10.0% 25 
           
 
Each year the Company would apply the 10.0% depreciation rate to the $500 plant balance in 26 

Account-375 to produce $50 annual depreciation expense.  All things equal, at the end of 10 years, 27 

the Company will have charged $500 to accumulated depreciation, also called aka “depreciation 28 
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reserve,” and will retire the $500 plant balance and simultaneously remove it from accumulated 1 

depreciation as demonstrated in Table 2. 2 

Q14. What are net salvage costs? 3 

A14. Net salvage is the difference between gross salvage value (“GS”) which reduces 4 

depreciation rates and the cost of removal (“COR”) which increases depreciation rates.  GS is the 5 

theoretical value of plant items once they are removed from service, while COR measures the 6 

estimated costs incurred by the utility in physically removing the plant from service.   7 

Q15. Do utilities include this net salvage component within the determination of 8 

depreciation rates? 9 

A15. Some, but not all, utilities include net salvage in the depreciation rate calculation.  COR, 10 

which drives net salvage to be negative when it exceeds GS, is a central issue in this case.  I will, 11 

therefore, use the term “Net COR” in my examples.   12 

Net COR is the incremental (additional) cost incurred when a building is retired – 13 

demolition for example.  One key concept to remember is incremental cost.  Assuming the utility 14 

is legally obligated to incur some incremental additional costs to remove a building when it is 15 

retired.  In those circumstances, the utility may decide to add an estimated amount to its annual 16 

depreciation expense to charge that amount to its income during the building’s life.  For example, 17 

if the utility is obligated to incur an incremental or additional 5 % of the building’s cost to demolish 18 

it when it is retired, it would add a negative five percent (-5%) Net COR ratio to the original cost 19 

of the building.  The whole-life depreciation rate with a value for 5% Net COR is as follows:  20 

Table 4 21 
Straight-Line Whole-Life Depreciation Rate 22 

Assuming Building With 10-Year Life and -5% Net COR Obligation 23 
 
    (100%-(-5%))/10 yrs. = 10.5% 24 
     
 
Net COR increases the resulting whole-life depreciation rate from 10.0 % to 10.5 %.  This happens 25 

because Net COR is, in effect, added to the original cost of the plant.  Instead of 100 % (which 26 
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represents the original cost of assets), the numerator becomes 105 % in the depreciation rate 1 

calculation.  This is equivalent to capitalizing or adding the estimated cost of removal to the 2 

original cost of the asset. 3 

 At the end of the building’s life under this scenario the plant balance will be 100% but the 4 

reserve will be 105%.  In other words, unlike the “zero COR scenario” in Table 3, when Net COR 5 

is included in a depreciation rate, there will not be an equality of plant and reserve at the end of an 6 

asset’s life because the Company will have charged more depreciation than it paid for the original 7 

cost of the asset.  Under these circumstances, equality will only be achieved if the Company spends 8 

the additional money at the end of the asset’s life.  In my examples so far, I have assumed the 9 

utility had an actual obligation to spend and in fact did spend the 5 % to remove the building when 10 

it is retired.  If it does spend the additional 5%, the expenditure is debited to accumulated 11 

depreciation and equality is achieved.   12 

Remaining Life Depreciation Rates 13 

 The remaining life technique starts with the whole-life technique, but it incorporates 14 

accumulated depreciation into the numerator of the equation and the denominator becomes the 15 

remaining life rather than the whole life of the asset. 16 

 If the building with a 10-year life is 3 years old, its remaining life would be 7 years (10 – 17 

3 = 7).  The accumulated depreciation account would be 31.5 % of the original cost because the 18 

utility would have applied the 10.5 % depreciation rate from Table 4 for three years (3 x 10.5% = 19 

31.5%).  The remaining life depreciation rate follows: 20 

Table 5 21 
Straight-Line Remaining Depreciation Life Rate 22 

Assuming a 3-Year Old Building With a 7-year Remaining Life 23 
And -5% Net COR 24 

 
(100%- (-5%) – 31.5%)/7 yrs. = 10.5% 25 
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In the examples shown in Tables 4 and 5, the remaining life depreciation rate and the whole-life 1 

depreciation rates are the same (10.5 %), because I have assumed that the accumulated depreciation 2 

account is in balance.  In other words, based on a continuation of the fundamental parameters, i.e., 3 

the 10-year service life and the negative 5 % Net COR ratio, exactly the right amount of 4 

depreciation (31.5 %) has been charged and recorded in the accumulated depreciation account.  5 

 If either the service life estimate or the Net COR parameter changes during the life of the 6 

plant, the accumulated depreciation account will be out of balance, and the remaining life rate will 7 

be either higher or lower than whole-life rate depending on the direction of the imbalance.  That 8 

is because the Company will have collected either too much depreciation or not enough 9 

depreciation in the past, given the current estimates of lives or future net salvage, which may be 10 

different than the initial estimates.   11 

 The difference between the actual amount recorded in accumulated depreciation and a 12 

theoretical estimate of what should be in accumulated depreciation is called a “reserve imbalance.”  13 

The remaining life technique is designed to deal with such reserve imbalances.   14 

 The remaining life technique has been accepted and used in many jurisdictions.  Its primary 15 

failing is that if there is a reserve imbalance, positive or negative, it results in the application of an 16 

incorrect rate to new plant additions.  In other words, the remaining life technique perpetuates the 17 

same imbalances it attempts to cure.   18 

 

 

Impacts of Life and Net COR Estimation 19 

 Utilities own thousands of assets, represented by millions of dollars of investment.  Given 20 

the capital intensity of the industry, it is difficult to track and depreciate every single asset that a 21 
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utility owns.  Public utility depreciation is, therefore, based on a group concept, which relies on 1 

averages of the service lives and remaining lives of the assets within a specific group. 2 

 These factors are necessarily estimates of the average service lives and average remaining 3 

lives of groups of assets which are in turn based on complex analytical procedures involving not 4 

only the age of existing and retired assets, but also retirement dispersion patterns called “Iowa 5 

curves.”  It is important to remember that service life, average age and Iowa curves are all used in 6 

the estimation of an average service life and average remaining life of a group of assets and are 7 

ultimately used to calculate the depreciation rate for that group of assets.  8 

 In depreciation analysis it is axiomatic that the shorter the life, the higher the resulting 

depreciation rate.  If the utility’s depreciation rates are based on understated lives the depreciation 

rates will be too high.  What if the 10-year life in the earlier examples really should have been 30 

years?  For example, assume that a depreciation study supports a 30-year life, but the witness 

proposes a 10-year life.  The 10.0-year life is too short, and the resulting 10 percent rate is too 

high, it is excessive.  The following table shows the impact of continuing to use a shorter life. 

    

Table 6 9 
Whole-Life 10 

Impact of Reducing a Life From 30 Years to 10 Years 11 
     

30 year life = 100%/30 yrs. = 3.3% 12 

    10 year life = 100%/10 yrs. = 10.0% 13 

 
If the life should have been 30 years, the rate should have been 3.3 percent rather than the 10 14 

percent depreciation rate based on a 10 year life.  The shorter the life, the higher the rate.  As I 15 
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will explain below, several of Mr. Allis’s proposed lives are too short thus resulting in excessive 1 

depreciation rates.  2 

 Also as demonstrated above, the estimation of future Net COR has an impact on 3 

depreciation rates.  Many of the Company’s proposed depreciation rates contain negative Net COR 4 

factors which charge too much for future cost of removal because they are too high.  Again, they 5 

result in excessive depreciation rates.3  Table 7 shows the impact of increasing the cost of removal 6 

ratio. 7 

Table 7 8 
Impact of Increasing Cost of Removal Ratio 9 

 
-5% ratio = 100 %-(-5)/30 yrs. = 3.5 % 10 

-50% ratio = 100 %-(-50)/30 yrs. = 5.0 % 11 

Increasing the cost of removal ratio from -5% (as assumed in Tables 4 and 5) to -50% increases 12 

the depreciation rate from 3.5% to 5.0%.  If the estimated -50% cost of removal ratio is not 13 

supportable, obviously, the resulting 5.0% depreciation rate is excessive.  The combination of these 14 

two factors, i.e., understated lives and overstated cost of removal ratios, compounds the excessive 15 

depreciation rate problem.4  16 

Q16. Can you summarize the importance of your explanations of depreciation rate 17 

calculations? 18 

A16. It is important to remember that while the calculations may be complicated, utilities charge 19 

depreciation expenses to their ratepayers.  Cash comes out of ratepayers’ pockets to pay utilities 20 

for this large, estimated expense.  The higher the calculated depreciation rates the more the cash 21 

 

 3  See Exhibit___(MJM-7) which addresses the SCOTUS discussion of excessive depreciation in 
Lindheimer v. Illinois Bell Telephone Company, 292 U.S. 151, 168-170, 54 S.Ct. 658, 665-666 (1934). (Emphasis 
added; footnote deleted.) 
 
 4  Id. 
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that comes out of ratepayers’ pockets and the cash goes into the utility’s pockets without any 1 

corresponding cash outlay.  Depreciation is free cash flow to a public utility.  Excessive 2 

depreciation causes harm to ratepayers.5 3 

VIII. Company Filing and Proposal 4 

Q17.  Please summarize the Company’s proposals. 5 

A17.  The Company filed the testimony and exhibits of Ned W. Allis to support its requests.  Mr. 6 

Allis prepared depreciation studies of Atmos’ Tennessee Direct Property and Atmos’ Kentucky 7 

Mid-States General Office.  He also filed a third study of the Company’s Shared Services Unit 8 

conducted by Alliance Consulting Group.  As noted above, CAD asked me to focus on Mr. Allis’s 9 

Tennessee Direct Study.   10 

Mr. Allis conducted his study as of September 30, 2022, because that is the end of the 11 

Company’s fiscal year.6  He says his service life estimates are based on his judgment that 12 

incorporates actuarial life analysis and his net salvage estimates are based on widely used 13 

methods.  His proposals increase Tennessee Direct expense by $823,000.7 14 

IX.  Current Depreciation Rates 15 
 
Q18. Please describe the origin of the Companies’ current depreciation rates. 16 
 
A18. The current depreciation rates are based on a September 20, 2014, Depreciation Study 17 

conducted by the Alliance Consulting Group.8 18 

X. Mass Property Accounts 19 

Q19. What are mass property accounts? 20 

 
5  Id. 
6  Company’s Response to CA DR1-4. 
7  Direct Testimony of Ned W. Allis, 3-4, TPUC Docket No. 23-00050 (June 29, 2023) 
8  Company’s Response to CA DR2-2. 
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A19. The NARUC Manual defines mass property accounts as “An account consisting of large 1 

numbers of similar units, the life of any one of which is not, in general, dependent upon the life of 2 

any of the other units.  For such classes of plant, the retirement of the group occurs gradually until 3 

the last unit is retired.  The retirements and additions to the account occur more or less 4 

continuously and systematically.”9 5 

Q20. Which plant accounts are the mass property accounts? 6 

A20. The mass property accounts are contained in the following plant function groups. 7 

Table 8 8 
Mass Property Accounts 9 

 
Transmission Plant 10 

Distribution Plant 11 

General Plant (certain accounts.) 12 

 

XI. Mass Property Service Lives 13 

Q21. Does Mr. Allis recommend service lives for these mass property accounts? 14 

A21. Yes.  15 

Q22. How did Mr. Allis conduct his mass property service life studies? 16 

A22. Mr. Allis used the “retirement rate method” which is a sophisticated approach in which Mr. 17 

Allis created original life tables (“OLTs”) from the Company’s aged addition and retirement data.  18 

Mr.  Allis smoothed and extended these OLTs by fitting them to a family of pre-determined curves 19 

developed at the Iowa State University – the so-called Iowa Curves.  Mr. Allis fit these curves with 20 

 
9  NARUC Manual, p. 322 (emphasis added). 
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varying life assumptions to the OLT’s to find the best fits using the proprietary Gannett Fleming 1 

depreciation software he developed and manages.10   2 

Q23. What is the objective of the proprietary Gannett Fleming comparisons of the original 3 

survivor curves to the Iowa Curves? 4 

A23. The objective of the comparisons is to find the statistically best fitting Iowa curve and life 5 

combination for each OLT.  The statistical best fit is determined by a residual measure which is a 6 

variant of the least sum of the squared differences approach to statistical fitting.  The lower the 7 

residual measure the better the fit. 8 

Q24. Did Mr. Allis include in his study the statistical fit summaries from the curve matching 9 

process? 10 

A24. No.  Mr. Allis did not provide the curve matching results in his study.  Instead, Mr. Allis 11 

provided the mathematical curve matching results in his workpapers which he in turn provided in 12 

response to CAD DR1-07.  13 

Q25. Did Mr. Allis use the results of his retirement rate analyses to compute his 14 

recommended depreciation rates? 15 

A25. Mr. Allis states “For many of the plant accounts and subaccounts for which survivor curves 16 

were estimated, the statistical analyses using the retirement rate method contributed significantly 17 

towards the recommended survivor curves.”11   18 

Table 9 19 
Accounts Where Statistical Results Contributed Significantly 20 

Towards Mr. Allis’s Proposal12 21 
 

 
 10  Direct Testimony of Ned W. Allis, 2, TPUC Docket No. 23-00050 (June 29, 2023). 
 11  Exhibit NWA-1 to Direct Testimony of Ned W. Allis, III-2, TPUC Docket No. 23-00050 (June 29, 
2023). 
 12  Id. at III-2 to III-3. 
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 376.01  Mains-Steel 1 

 376.02  Mains-Plastic 2 

 378.00  Measuring and Regulating Station Equipment 3 

 380.00  Services 4 

 381.00  Meters 5 

 382.00  Meter Installations 6 

 383.00  House Regulators 7 

 392.00  Transportation Equipment 8 

 396.00  Power Operated Equipment 9 

  

Q26. Did you review Mr. Allis’s mass property service life recommendations? 10 

A26. Yes, I reviewed the statistical results as well as the graphical curve comparisons which Mr. 11 

Allis did, in fact, include in his studies.  Exhibit___(MJM-2) is my review of the life studies and 12 

well as Mr. Allis’s life proposals.  I noted that five of Mr. Allis’s proposed lives are shorter than 13 

the lives his statistical studies support. 14 

Table 10 15 
Accounts for Which Mr. Allis Proposes Understated Lives 16 

 
Account        Allis Proposal 17 

367.01 Transmission Mains – Steel      60R3 18 

369.00 Transmission Measuring & Regulating Equipment   45R3 19 

378.00 Distribution Measuring & Regulating Equipment   45R3 20 

379.00 Dist. Measuring & Regulating-City Gate    45R3 21 

385.00 Industrial Measuring & Regulating Equipment   40R3 22 
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Q27. Please explain why you believe Mr. Allis’s proposes understated lives for these 1 

accounts compared to what you recommend. 2 

A27. I will explain by account.   3 

Account 367.01 Transmission Mains – Steel.  Mr. Allis proposes a 60R3 life and curve for this 4 

account.  However, the account data is sparse and, in fact, the best fit to the data is a 138-O4 life 5 

and curve.  I recommend a 70R3 life and curve which is the statistical best fit for the much larger 6 

account 376-Distribution Mains – Steel. 7 

Account 369.00 Transmission Measuring and Regulating Station Equipment.  Mr. Allis did 8 

not conduct a statistical fit analysis for this account.  Instead, Mr. Allis is proposing a 45R3 which 9 

he is also proposing for account 378.00 Transmission Measuring and Regulating Station 10 

Equipment with which I disagree as explained below.  I recommend an 84L1.0 life and curve for 11 

this account consistent with my recommendation for account 378 which I explain below. 12 

Account 378.00 Distribution Measuring and Regulating Station Equipment.    Mr. Allis 13 

conducted a statistical fitting analysis for this account and obtained a good 84L1.0 result.  14 

However, Mr. Allis ignored the statistical result and instead arbitrarily proposes an unsupported 15 

45R3 life and curve without any explanation, notwithstanding the fact that he identifies account 16 

378 as one of the accounts where the statistical results contributed significantly towards his 17 

proposal.  I recommend the 84L1.0 best fit result for account 378. 18 

Account 379.00 Distribution Measuring and Regulating Station Equipment – City Gate.  Mr. 19 

Allis did not conduct a statistical fitting analysis for this account.  Instead he proposes the same 20 

unsupported 45R3 life and curve he is proposing for account 378.00.  Likewise, I propose the same 21 

84L1.0 I am recommending for account 387.00. 22 
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Account 385.00 Industrial Measuring and Regulating Station Equipment.  Mr. Allis is 1 

proposing a 40R3 life and curve for this account.  Again, he did not conduct a statistical curve 2 

fitting analysis for the account.  I recommend an 84L1.0 life and curve consistent with my 3 

recommendations for accounts 369, 378 and 379. 4 

XII. Mass Property Net Cost of Removal 5 

Q28. How did Mr. Allis calculate his future Net COR estimates for the Companies mass 6 

property accounts? 7 

A28. Mr. Allis conducted Net COR studies comparing recorded cost of removal to annual 8 

retirements and then using unsupported judgment adjusted those results. 9 

Q29. What is your opinion regarding Mr. Allis’s approach to Net COR estimation? 10 

A29. Mr. Allis’ approach is flawed for at least two primary reasons.  First, on their face, his 11 

studies inappropriately compare cost of removal in expressed current dollars to retirements 12 

expressed in old historic dollars.  Consequently, Mr. Allis’s studies mismatch the cost of removal 13 

and retirements due to the inflation that has occurred during the time the retired assets were in 14 

service.  Second, and most important in this case, Mr. Allis’s mismatch unjustly compounds the 15 

harm to ratepayers by relying on and not correcting for Atmos’ arbitrary, unnecessary, and 16 

inappropriate accounting for replacements. 17 

Q30. Why do you say the costs of removal are arbitrary and unnecessary? 18 

A30. The costs are arbitrary because they stem largely from replacement costs of new plant.  The 19 

Company allocates a percentage of the “replacement cost” to “cost of removal” when it should 20 

merely record the total cost of replacement projects as a new addition.  The Company’s Power 21 

Plant system forces an allocation of costs between construction and cost of removal for plant 22 
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replacement additions.  These allocated costs, which Mr. Allis’ includes in his studies, are arbitrary 1 

and unnecessary.13  2 

Q31. Why do you say the Company’s accounting for replacements is inappropriate? 3 

A31. As noted above, FERC USOA definition states, “Replacing or replacement, when not 4 

otherwise indicated in the context, means the construction or installation of gas plant in place of 5 

property retired, together with the removal of the property retired” (emphasis added.)  That means 6 

that the original cost of a replacement addition is one hundred percent of the total project cost 7 

which includes the cost of removing the existing item.  That is the amount the Company is 8 

supposed to treat as a RU and add to plant in service when it replaces an existing asset.  It is an 9 

annual addition, but the Company’s accounting does not comply with this requirement. 10 

Q32. Why is the Company’s accounting non-compliant with the required replacement 11 

accounting rule? 12 

A32. The Company’s accounting is non-compliant with the required replacement accounting 13 

rule because instead of recording one hundred percent of the replacement cost as an RU addition, 14 

it allocates an arbitrary and unnecessary portion of the original cost to accumulated depreciation 15 

calling it cost of removal.  It is arbitrary because all allocations are arbitrary.  The allocation is 16 

unnecessary because due to the working of the FERC double-entry system of accounting, rate base 17 

remains the same after the allocation as it was before the allocation and because the remaining life 18 

technique keeps the depreciation rate the same before and after the allocation.  Hence, the 19 

allocation is unnecessary.  The only purpose the allocation serves is to feed cost of removal 20 

amounts into studies such as Mr. Allis’ Net COR studies, so that the Company can then charge 21 

inflated cost of removal ratios to ratepayers. 22 

 
13  Company’s Response CA to DR1-34. 
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Q33. Does Mr. Allis acknowledge mismatch cost of removal and retirement in his studies? 1 

A33. Yes, at his study page IV-2 Mr. Allis states: “Cost of removal and gross salvage were 2 

expressed as percents of the original cost of plant retired … The estimates of future net salvage are 3 

expressed as percentages of surviving plant in service, that is all future retirements.”14 4 

In response to CAD DR1-40, Mr. Allis alleges that his ratios do not extrapolate inflation into the 5 

future but states,  6 

 
To the extent future inflation could be construed to be incorporated into cost of 7 
removal estimates, it is typically at a lower rate than has occurred historically.  This 8 
is because normally there is a difference between the average age of retirements in 9 
the historical net salvage analysis and the average age of future retirements as 10 
defined by the survivor curve estimates, which causes this difference.15 11 
 

Q34. Can you provide a simplifying example of the Atmos/Allis COR process? 12 

A34. Yes.  Assume Atmos placed a $100 asset in service 50 years ago and that the Company has 13 

properly charged $100 to depreciation expense over those years.  Now Atmos replaces the original 14 

$100 asset with a new asset that costs $1,000 in today’s dollars due to past inflation.  Atmos records 15 

95 percent or $950 of the total replacement cost as a new addition and allocates 5 percent or $50 16 

of the total replacement cost to COR.  Mr. Allis then compares the allocated $50 of COR to the 17 

50-year old original $100 asset which is retired. Mr. Allis calculates a 50 percent Net COR ratio, 18 

i.e., $50/$100 = 50%.  Finally, Mr. Allis applies the 50 percent ratio to the new $950 addition to 19 

calculate future cost of removal of $950 * 50% = $475.  Mr. Allis adds the $475 to the $950 net 20 

plant addition “future accruals” in his remaining life depreciation rate calculation.  The result is 21 

that ratepayers are charged $1,425 for an asset that only costs $1,000.  To add insult to injury, Mr. 22 

Allis applies the 50 COR ratio to 100 percent of plant in service. 23 

 
 14  Exhibit NWA-1 to Direct Testimony of Ned W. Allis, IV-2, TPUC Docket No. 23-00050 (June 29, 
2023). 
 15  Company’s Response to CA DR1-40. 
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Q35. Is Mr. Allis aware of alternatives to the mismatch? 1 

A35. Yes, Mr. Allis is aware of alternatives to the mismatch.  In Pennsylvania, his home state, 2 

the Commission does not allow utilities to include future net salvage ratios in depreciation rates 3 

because of the mismatch.  Instead, the Pennsylvania Commission allows utilities only to include a 4 

5-year average net salvage allowance based on actual dollars to their expense.  The New Jersey 5 

Board of Public Utilities requires the same approach for utilities in that state. 6 

Q36. Are there other alternatives? 7 

A36. Yes, because of the mismatch, the Maryland Commission requires utilities to discount their 8 

future net salvage estimates to their present value based on a particular interest rate. 9 

Q37. Would either Pennsylvania or Maryland approaches eliminate the problems you have 10 

identified for Atmos? 11 

A37. They would only eliminate the problems I have identified if those Commissions have also 12 

addressed the arbitrary, unnecessary, and inappropriate accounting for replacements I have 13 

identified here. 14 

Q38. Are the Company and Mr. Allis aware of its inappropriate, arbitrary, and 15 

unnecessary replacement accounting? 16 

A38. Yes.  On page 12 of his testimony Mr. Allis discusses accounting changes that could impact 17 

net salvage.  He states, 18 

Cost of removal for many assets occurs when the assets are replaced with a new 19 
asset (or assets).  As a result, the costs incurred for many projects include the costs 20 
of new assets as well as the cost of removal.  The Company performed studies 21 
[hereafter referred to as Alliance Studies]16 of the time involved with each activity 22 
on projects with gas mains in 2014 and with measuring and regulating equipment 23 
in 2016.  Based on these [Alliance] studies, the Company has updated its process 24 
for some accounts for determining which portion of project costs are recorded as 25 
cost of removal.  For gas mains and services, these changes were effective in 26 

 
16  Studies were conducted by Alliance Consulting Group. 
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October 2015 and for measuring and regulating equipment these changes were 1 
effective in November 2016.17 2 
 

Q39. Did you ask Mr. Allis to elaborate on the Alliance Studies he discusses on page 12 of 3 

his testimony? 4 

 
A39. Yes, CAD DR1-42 asked Mr. Allis to provide a numeric example of these changes and their 5 

impact on depreciation studies.  Mr. Allis responded that his, 6 

 
Testimony, on page 12 discusses an accounting change related to cost of removal 7 
but does not discuss any change related to salvage or retirements.  Please see the 8 
response to Consumer Advocate 1-34 [the Alliance Studies and the 95/5 split 9 
discussion] for further explanation of these changes.  Generally, the accounting 10 
changes resulted in lower cost of removal, all else being equal.18   11 

 
 
Q40. Did the Company provide copies of these Alliance Studies? 12 
 
A40. Yes, Exhibit___(MJM-3) contains copies of the Alliance Studies as well as other responses 13 

to dealing with this subject. 14 

 
Q41. Did these Alliance Studies have an impact on Mr. Allis’s Net COR studies? 15 

A41. Yes, Mr. Allis’s Net COR studies demonstrate that the intent of the Alliance Studies was to 16 

pass more cost of removal into Mr. Allis’s net salvage studies.  Exhibit___(MJM-4) consists of 17 

copies of his studies for mains, services, and measuring and regulating equipment.  They reveal 18 

substantial increases to cost or removal starting after the Alliance Studies were issued. 19 

Q42. Did the Alliance Studies enable Mr. Allis to propose higher COR ratios? 20 

A42. Yes.  The following table compares the existing Net COR ratios for Mains, Services and 21 

Measuring Equipment to Mr. Allis’s current proposals. 22 

 

 
 17  Direct Testimony of Ned W. Allis, 12, TPUC Docket No. 23-00050 (June 29, 2023). 
 18  Company’s Response to CA DR1-42. 
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Table 11 1 
Comparison of Existing Net COR Ratios 2 

To Allis’s Proposed Net COR Ratios 3 
Account     Existing   Allis Proposal 4 

376.01 Mains – Steel    (23)%     (40)% 5 

376.02 Mains – Plastic   (23)%     (40)% 6 

376.00  Meas. & Reg. Eqpt.   (4)%     (25)% 7 

376.00  Meas. & Reg. Eqpt. CityGate (4)%     (5)% 8 

380.00  Services    (5)%     (10)% 9 

   

Q43. Do the Alliance Studies confirm that the Company’s accounting approach is arbitrary 10 

and unnecessary? 11 

A43. Yes.  The Alliance study of Mains and Services states:  12 
 

Atmos Energy contracted with Alliance Consulting Group in 2014 to conduct a 13 
study to determine the percentages of labor costs related to replacement projects for 14 
Mains and Services.  The study results would be used to allocate to removal cost 15 
for various capital replacement-related activities.19 (Emphasis added). 16 

 

“[T]he Company in this study has decided to move to the more conservative 17 
incremental approach to allocating removal costs for replacement projects.”20 18 
(Emphasis added). 19 
 

And the Alliance Study of Measuring and Regulating Equipment makes it even more clear:  20 

Atmos Energy asked Alliance Consulting Group in 2016 to conduct a study to 21 
determine the allocation of labor costs to removal activities for replacing Measuring 22 
and Regulating assets.  These allocation factors would be used to charge a portion 23 
of the overall labor cost to removal cost for various capital replacement-related 24 
activities.21 (Emphasis added). 25 

 
Q44. What allocation factors and process resulted from the Alliance Studies? 26 
 

 
 19  Company’s Response to CA DR1-34, Attachment 1, page 3. 
 20  Id. at 5. 
 21  Company’s Response to CA DR1-34, Attachment 2, page 3. 



 

24 
 

A44. According to the Company,  1 
 

When a project is being set up, estimated materials and Company labor cost are 2 
split between install/removal and entered into Power Plant.  Similarly, all material 3 
invoices and Company labor charged to the project follow this percentage split. If 4 
the replacement project is cost of removal (COR) eligible, then the install/removal 5 
split for contractor labor, contractor services, and Company labor defaults to 6 
95%/5%, regardless of the split entered into Power Plant.  Please see Attachments 7 
1 and 2 for the time and motion studies [the Alliance Studies] that support the use 8 
of the 95%/5% split.  Salvage value represents third party insurance recoveries or 9 
sale of assets that are recorded to the accumulated provision for depreciation 10 
account.22 (Emphasis added). 11 

 
Q45. Is this response consistent with the October 1, 2018, Atmos Energy Corporation 12 

Capitalization Manual?  13 

A45. Yes, but instead of specifying the specific 95/5 split, the October 1, 2018, Atmos Energy 14 

Corporation Capitalization Manual says, 15 

A systematic split between CWIP and Cost of Removal will be applied to capital 16 
projects for Mains and Services that include both additions and retirements. 23 17 
(Emphasis added). 18 
 

The Company’s response to DR1-23e. states that these words from the Capitalization Manual are 19 

referring to the process described in response to DR 1-34, i.e. the 95/5 split and the Alliance 20 

Studies.24 21 

Q46. What portion of the Company’s annual additions are replacements? 22 

A46. The Company’s response to DR2-12 states, 23 

Projects are determined on a year-to-year basis as determined by system need, 24 
growth opportunities, etc. and that there is no defined ratio as a target.  The ratio of 25 
new (growth) versus replacement (system integrity and system improvement) was 26 
22% vs 78% in FY22 and 26% vs 74% in FY23.25 27 

 
Q47. What is the significance of this statement? 28 
 

 
 22  Company’s Response to CA DR1-34 (emphasis added). 
 23  Company’s Response to CA DR1-23, Attachment 1, page 15. 
 24  Company’s Response to CA DR1-23e. 
 25  Company’s Response to CA DR2-12. 
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A47. The Company’s response to DR2-12 demonstrates exactly why Mr. Allis’s net salvage 1 

proposals vastly overstate cost of removal charges to ratepayers.  Remember that Mr. Allis said:  2 

The estimates of future net salvage are expressed as percentages of surviving plant 3 
in service, that is all future retirements.26  (Emphasis added.) 4 
 

He applied his inflated cost of removal ratios to 100 percent of plant, even though between 74% 5 

to 78% or 76% on average of that plant will be replaced, and those replacements are not “COR 6 

eligible” according to FERC Definition No. 32.  7 

Q48. What is the proper depreciation approach to the Company’s cost of removal? 8 

A48. I have used the 76% average of the FY22 and FY23 replacement plant percentages to limit 9 

the amount of future net salvage included in the depreciation rates to the portion of the plant that 10 

will not be replaced i.e., “retirements without replacement.”  (See USOA Def 34, and GPI 10B (2) 11 

and 10F above.)  My approach assumes that 24 percent (100% - 76%=24%) of future plant 12 

retirements will not be replaced, and thus are cost of removal eligible.  Next, I applied the Alliance 13 

Studies 5% allocation ratio to the 24 percent portion of future retirements that are cost of removal 14 

eligible.  The calculated ratio is shown below and in Exhibit___(MJM-5). 15 

Table 12 16 

Cost of Removal Ratio for Legitimate Cost of Removal Eligible Plant 17 

1. Estimated cost of removable eligible plant FY22  22% 18 

2. Estimated cost of removable eligible plant FY23  26% 19 

3. Average FY22 and FY23     24% 20 

4. COR factor      5% 21 

5. COR estimate for depreciation study L3 x L4  1.2%  22 

 
 26  Exhibit NWA-1 to Direct Testimony of Ned W. Allis, IV-2, TPUC Docket No. 23-00050 (June 29, 
2023). 
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Q49. Have you used the 1.2% Net COR ratio to calculate your recommended depreciation 1 

rates? 2 

A49. Yes, they are shown in Exhibit___(MJM-1). 3 

Q50. Please summarize your testimony. 4 

A50. As one can understand from above, the process for calculating depreciation rates is long 5 

and complicated.  Utilities can use this complexity to disguise approaches to manipulate 6 

depreciation rates and convince regulators to increase charges to ratepayers unnecessarily.  In this 7 

testimony I have attempted to highlight and correct several such manipulations with understated 8 

lives, mismatched net salvage ratios and unnecessary, arbitrary, and inappropriate allocations of 9 

replacement costs.  10 

Q51. Does this conclude your testimony? 11 

A51. Yes, it does. 12 
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Experience 
 

Analytica94, Inc. 
Chairman and Founder (2013 to present) 
 
A94 is a chartable non-profit organization founded in 2013 to 
provide independent research, economic models, and training 
to evaluate the effectiveness of economic regulation of U.S. 
industries.   
 
Snavely King Majoros & Associates, Inc. 
President (2010 to present) 
Vice President and Treasurer (1988 to 2010)               
Senior Consultant (1981-1987) 

Mr. Majoros provides consultation specializing in accounting, 
financial, and management issues.  He has testified 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, divestiture 
accounting, prudency, revenue requirements, rate base, 
nuclear decommissioning, plant lives, and capital recovery.  
Mr. Majoros has also provided consultation to the U.S. 
Department of Justice and appeared before the U.S. EPA and 
the Maryland State Legislature on matters regarding the 
accounting and plant life effects of electric plant modifications 
and the financial capacity of public utilities to finance 
environmental controls.  He has estimated economic damages 
suffered by black 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 electric system load projections for a 
group of municipally and cooperatively owned electric systems; 
preparation of a system of accounts and reporting of gas and 
oil pipelines to be used by a state 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 
electric utility.  He submitted expert testimony in FERC Docket 
No. RP79-12 (El Paso Natural Gas Company), and he co-
authored a study entitled 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) 

Mr. Majoros' responsibilities included financial management, 
general accounting and reporting, and income taxes. 

 

 

Ernst & Ernst, Auditor (1973-1976) 
Mr. Majoros was a member of the audit staff where his responsibilities 
included auditing, supervision, business systems analysis, report 
preparation, and corporate income taxes. 

University of Baltimore - (1971-1973) 

Mr. Majoros was a full-time student in the School of Business.   
 
During this period Mr. Majoros worked consistently on a part- 
time basis in the following positions:  Assistant Legislative Auditor – 
State of Maryland, Staff Accountant – Robert M. Carney & Co., 
CPA’s, Staff Accountant – Naron & Wegad, CPA’s, Credit Clerk – 
Montgomery Wards. 

Central Savings Bank, (1969-1971) 

Mr. Majoros was an Assistant Branch Manager at the time he left the 
bank to attend college as a full-time student.  During his tenure at the 
bank, Mr. Majoros gained experience in each department of the 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 of Certified Public Accountants 
Maryland Association of C.P.A.s 
Society of Depreciation Professionals 
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Publications, Papers, and Panels 
 
“Analysis of Staff Study on Comprehensive Tax Normalization,” FERC 
Docket No. RM 80-42, 1980. 

"Telephone Company Deferred Taxes and Investment Tax Credits – 
A Capital Loss for Ratepayers," Public Utility Fortnightly, September 
27, 1984.  

"The Use of Customer Discount Rates in Revenue Requirement 
Comparisons," Proceedings of the 25th Annual Iowa State Regulatory 
Conference, 1986 

“The Regulatory Dilemma Created By Emerging Revenue Streams of 
Independent Telephone Companies,” Proceedings of NARUC 101st 
Annual Convention and Regulatory Symposium, 1989. 

“BOC Depreciation Issues in the States,” National Association of 
State Utility Consumer Advocates, 1990 Mid-Year Meeting, 1990. 

“Current Issues in Capital Recovery” 30th Annual Iowa State 
Regulatory Conference, 1991. 

“Impaired Assets Under SFAS No. 121,” National Association of State 
Utility Consumer Advocates, 1996 Mid-Year Meeting, 1996. 

“What’s ‘Sunk’ Ain’t Stranded: Why Excessive Utility Depreciation is 
Avoidable,” with James Campbell, Public Utilities Fortnightly, April 1, 
1999. 

“Local Exchange Carrier Depreciation Reserve Percents,” with 
Richard B. Lee, Journal of the Society of Depreciation Professionals, 
Volume 10, Number 1, 2000-2001 

 “Rolling Over Ratepayers,” Public Utilities Fortnightly, Volume 143, 
Number 11, November, 2005. 

“Asset Management – What is it ?” American Water Works 
Association, Pre-Conference Workshop, March 25, 2008. 

“Main Street Gold Mine,” with Dr. K. Pavlovic and J. Legieza, Public 
Utilities Fortnightly, October, 2010 
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Date Jurisdiction / 
Agency   

          Docket_____                Utility_________ 

Federal Courts 
2005 US District Court, 

Northern District of 
AL, Northwestern 
Division  55/56/57/ 

CV 01-B-403-NW Tennessee Valley Authority 

 
State Legislatures 

2006 Maryland General 
Assembly  61/ 

SB154 Maryland Healthy Air Act 

2006 Maryland House of 
Delegates  62/ 

HB189 Maryland Healthy Air Act 

 
Federal Regulatory Agencies 

1979 FERC-US 19/ RP79-12 El Paso Natural Gas Co. 
1980 FERC-US 19/ RM80-42 Generic Tax Normalization 
1996 CRTC-Canada 30/ 97-9 All Canadian Telecoms 
1997 CRTC-Canada 31/  97-11  All Canadian Telecoms 
1999 FCC 32/ 98-137 (Ex Parte) All LECs 
1999 FCC 32/ 98-91   (Ex Parte) All LECs 
1999 FCC 32/ 98-177 (Ex Parte) All LECs 
1999 FCC 32/ 98-45   (Ex Parte) All LECs 
2000 EPA 35/ CAA-00-6 Tennessee Valley Authority 
2003 FERC 48/ RM02-7 All Utilities 
2003 FCC 52/ 03-173 All LECs 
2003 FERC  53/ ER03-409-000, 

ER03-666-000  
Pacific Gas and Electric Co. 
 

2017 FERC 53/   ER16-2320-002 Pacific Gas and Electric Company 
State Regulatory Agencies 

1982 Massachusetts 17/ DPU 557/558 Western Mass Elec. Co. 
1982 Illinois 16/ ICC81-8115 Illinois Bell Telephone Co. 
1983 Maryland 8/ 7574-Direct Baltimore Gas & Electric Co. 
1983 Maryland 8/ 7574-Surrebuttal Baltimore Gas & Electric Co. 
1983 Connecticut 15/ 810911 Woodlake Water Co. 
1983 New Jersey 1/ 815-458 New Jersey Bell Tel. Co. 
1983 New Jersey 14/ 8011-827 Atlantic City Sewerage Co. 
1984 Dist. Of Columbia 7/ 785 Potomac Electric Power Co. 
1984 Maryland 8/ 7689 Washington Gas Light Co. 



Appendix B 
10 Pages 

 
 Michael J. Majoros, Jr.  
 

Michael J. Majoros, Jr.5.27.2021 
 
   
 

1984 Dist. Of Columbia 7/ 798 C&P Tel. Co. 
1984 Pennsylvania 13/ R-832316 Bell Telephone Co. of PA 
1984 New Mexico 12/ 1032 Mt. States Tel. & Telegraph 
1984 Idaho 18/ U-1000-70 Mt. States Tel. & Telegraph 
1984 Colorado 11/ 1655 Mt. States Tel. & Telegraph 
1984 Dist. Of Columbia 7/ 813 Potomac Electric Power Co. 
1984 Pennsylvania 3/ R842621-R842625 Western Pa. Water Co. 
1985 Maryland 8/ 7743 Potomac Edison Co. 
1985 New Jersey 1/ 848-856 New Jersey Bell Tel. Co. 
1985 Maryland 8/ 7851 C&P Tel. Co. 
1985 California 10/ I-85-03-78 Pacific Bell Telephone Co. 
1985 Pennsylvania 3/ R-850174 Phila. Suburban Water Co. 
1985 Pennsylvania 3/ R850178 Pennsylvania Gas & Water Co. 
1985 Pennsylvania 3/ R-850299 General Tel. Co. of PA 
1986 Maryland 8/ 7899 Delmarva Power & Light Co. 
1986 Maryland 8/ 7754 Chesapeake Utilities Corp. 
1986 Pennsylvania 3/ R-850268 York Water Co. 
1986 Maryland 8/ 7953 Southern Md. Electric Corp. 
1986 Idaho 9/ U-1002-59 General Tel. Of the Northwest 
1986 Maryland 8/ 7973 Baltimore Gas & Electric Co. 
1987 Pennsylvania 3/ R-860350 Dauphin Cons. Water Supply 
1987 Pennsylvania 3/ C-860923 Bell Telephone Co. of PA 
1987 Iowa 6/ DPU-86-2 Northwestern Bell Tel. Co. 
1987 Dist. Of Columbia 7/ 842 Washington Gas Light Co. 
1988 Florida 4/ 880069-TL Southern Bell Telephone 
1988 Iowa 6/ RPU-87-3 Iowa Public Service Company 
1988 Iowa 6/ RPU-87-6 Northwestern Bell Tel. Co. 
1988 Dist. Of Columbia 7/ 869 Potomac Electric Power Co. 
1989 Iowa 6/ RPU-88-6 Northwestern Bell Tel. Co. 
1990 New Jersey 1/ 1487-88 Morris City Transfer Station 
1990 New Jersey 5/ WR 88-80967 Toms River Water Company 
1990 Florida 4/ 890256-TL Southern Bell Company 
1990 New Jersey 1/ ER89110912J Jersey Central Power & Light 
1990 New Jersey 1/ WR90050497J Elizabethtown Water Co. 
1991 Pennsylvania 3/ P900465 United Tel. Co. of Pa. 
1991 West Virginia 2/ 90-564-T-D C&P Telephone Co. 
1991 New Jersey 1/ 90080792J Hackensack Water Co. 
1991 New Jersey 1/ WR90080884J Middlesex Water Co. 
1991 Pennsylvania 3/ R-911892 Phil. Suburban Water Co. 
1991 Kansas 20/ 176, 716-U Kansas Power & Light Co. 
1991 Indiana 29/ 39017 Indiana Bell Telephone 
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1991 Nevada 21/ 91-5054 Central Tele. Co. – Nevada 
1992 New Jersey 1/ EE91081428 Public Service Electric & Gas 
1992 Maryland 8/ 8462 C&P Telephone Co. 
1992 West Virginia 2/ 91-1037-E-D Appalachian Power Co. 
1993 Maryland 8/ 8464 Potomac Electric Power Co. 
1993 South Carolina 22/ 92-227-C Southern Bell Telephone 
1993 Maryland 8/ 8485 Baltimore Gas & Electric Co. 
1993 Georgia 23/ 4451-U Atlanta Gas Light Co. 
1993 New Jersey 1/ GR93040114 New Jersey Natural Gas. Co. 
1994 Iowa 6/ RPU-93-9 U.S. West – Iowa 
1994 Iowa 6/ RPU-94-3 Midwest Gas 
1995 Delaware 24/ 94-149 Wilm. Suburban Water Corp. 
1995 Connecticut 25/ 94-10-03 So. New England Telephone 
1995 Connecticut 25/ 95-03-01 So. New England Telephone 
1995 Pennsylvania 3/ R-00953300 Citizens Utilities Company 
1995 Georgia 23/ 5503-0 Southern  Bell 
1996 Maryland 8/ 8715 Bell Atlantic 
1996 Arizona 26/ E-1032-95-417 Citizens Utilities Company 
1996 New Hampshire 27/ DE 96-252 New England Telephone 
1997 Iowa 6/ DPU-96-1 U S West – Iowa 
1997 Ohio 28/ 96-922-TP-UNC Ameritech – Ohio 
1997 Michigan 28/ U-11280 Ameritech – Michigan 
1997 Michigan 28/ U-112 81 GTE North 
1997 Wyoming 27/ 7000-ztr-96-323 US West – Wyoming 
1997 Iowa 6/ RPU-96-9 US West – Iowa 
1997 Illinois 28/ 96-0486-0569 Ameritech – Illinois 
1997 Indiana 28/ 40611 Ameritech – Indiana 
1997 Indiana 27/ 40734 GTE North 
1997 Utah 27/ 97-049-08 US West – Utah 
1997 Georgia 28/ 7061-U BellSouth – Georgia 
1997 Connecticut 25/ 96-04-07 So. New England Telephone 
1998 Florida 28/ 960833-TP et. al. BellSouth – Florida 
1998 Illinois 27/ 97-0355 GTE North/South 
1998  Michigan 33/ U-11726 Detroit Edison 
1999 Maryland 8/ 8794 Baltimore Gas & Electric Co. 
1999 Maryland 8/ 8795 Delmarva Power & Light Co. 
1999 Maryland 8/ 8797 Potomac Edison Company 
1999 West Virginia 2/ 98-0452-E-GI Electric Restructuring 
1999 Delaware 24/ 98-98 United Water Company 
1999 Pennsylvania 3/ R-00994638 Pennsylvania American Water 
1999 West Virginia 2/ 98-0985-W-D West Virginia American Water 
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1999  Michigan 33/ U-11495 Detroit Edison 
2000 Delaware 24/ 99-466 Tidewater Utilities 
2000 New Mexico 34/ 3008  US WEST Communications, Inc. 
2000 Florida 28/ 990649-TP BellSouth -Florida 
2000 New Jersey 1/ WR30174 Consumer New Jersey Water 
2000 Pennsylvania 3/ R-00994868 Philadelphia Suburban Water 
2000 Pennsylvania 3/ R-0005212 Pennsylvania American Sewerage 
2000 Connecticut 25/ 00-07-17 Southern New England Telephone 
2001 Kentucky 36/ 2000-373 Jackson Energy Cooperative 
2001 Kansas 38/39/40/ 01-WSRE-436-RTS Western Resources 
2001 South Carolina 22/ 2001-93-E Carolina Power & Light Co. 
2001 North Dakota 37/ PU-400-00-521 Northern States Power/Xcel Energy 
2001 Indiana 29/41/ 41746 Northern Indiana Power Company 
2001 New Jersey 1/ GR01050328 Public Service Electric and Gas 
2001 Pennsylvania 3/ R-00016236 York Water Company 
2001 Pennsylvania 3/ R-00016339 Pennsylvania America Water 
2001 Pennsylvania 3/ R-00016356 Wellsboro Electric Coop. 
2001 Florida 4/ 010949-EL Gulf Power Company 
2001 Hawaii 42/ 00-309 The Gas Company 
2002 Pennsylvania 3/ R-00016750 Philadelphia Suburban 
2002 Nevada 43/ 01-10001 &10002 Nevada Power Company 
2002 Kentucky 36/ 2001-244 Fleming Mason Electric Coop. 
2002 Nevada 43/ 01-11031 Sierra Pacific Power Company 
2002 Georgia 27/ 14361-U BellSouth-Georgia 
2002 Alaska 44/ U-01-34,82-87,66 Alaska Communications Systems 
2002 Wisconsin 45/ 2055-TR-102 CenturyTel 
2002 Wisconsin 45/ 5846-TR-102 TelUSA 
2002 Vermont 46/ 6596 Citizen’s Energy Services 
2002 North Dakota 37/ PU-399-02-183 Montana Dakota Utilities 
2002 Kansas 40/ 02-MDWG-922-RTS Midwest Energy 
2002 Kentucky 36/ 2002-00145 Columbia Gas 
2002 Oklahoma 47/ 200200166 Reliant Energy ARKLA 
2002 New Jersey 1/ GR02040245 Elizabethtown Gas Company 
2003 New Jersey  1/ ER02050303 Public Service Electric and Gas Co. 
2003 Hawaii  42/ 01-0255 Young Brothers Tug & Barge 
2003 New Jersey  1/ ER02080506 Jersey Central Power & Light 
2003 New Jersey  1/ ER02100724 Rockland Electric Co. 
2003 Pennsylvania  3/ R-00027975 The York  Water Co. 
2003 Pennsylvania  3/ R-00038304 Pennsylvania-American Water Co. 
2003 Kansas  20/  40/ 03-KGSG-602-RTS Kansas Gas Service 
2003 Nova Scotia, CN   49/ EMO NSPI Nova Scotia Power, Inc. 
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2003 Kentucky   36/ 2003-00252 Union Light Heat & Power 
2003 Alaska    44/ U-96-89 ACS Communications, Inc. 
2003 Indiana    29/ 42359 PSI Energy, Inc. 
2003 Kansas   20/   40/ 03-ATMG-1036-RTS Atmos Energy 
2003 Florida   50/ 030001-E1 Tampa Electric Company 
2003 Maryland    51/ 8960 Washington Gas Light 
2003 Hawaii   42/ 02-0391 Hawaiian Electric Company 
2003 Illinois   28/ 02-0864 SBC Illinois 
2003 Indiana   28/ 42393 SBC Indiana 
2004 New Jersey   1/ ER03020110 Atlantic City Electric Co. 
2004 Arizona    26/ E-01345A-03-0437 Arizona Public Service Company 
2004 Michigan    27/ U-13531 SBC Michigan 
2004 New Jersey    1/ GR03080683 South Jersey Gas Company 
2004 Kentucky   36/ 2003-00434,00433 Kentucky Utilities, Louisville Gas & 

Electric 
2004 Florida   50/  54/ 031033-EI Tampa Electric Company 
2004 Kentucky  36/ 2004-00067 Delta Natural Gas Company 
2004 Georgia    23/ 18300, 15392, 15393 Georgia Power Company 
2004 Vermont    46/ 6946, 6988 Central Vermont Public Service 

Corporation 
2004 Delaware   24/ 04-288 Delaware Electric Cooperative 
2004 Missouri   58/ ER-2004-0570 Empire District Electric Company 
2005 Florida  50/ 041272-EI Progress Energy Florida, Inc. 
2005 Florida  50/ 041291-EI Florida Power & Light Company 
2005 California   59/ A.04-12-014 Southern California Edison Co. 
2005 Kentucky   36/ 2005-00042 Union Light Heat & Power 
2005 Florida    50/ 050045 & 050188-EI Florida Power & Light Co. 
2005 Kansas  38/  40/ 05-WSEE-981-RTS Westar Energy, Inc. 
2006 Delaware  24/ 05-304 Delmarva Power & Light Company 
2006 California   59/ A.05-12-002 Pacific Gas & Electric Co. 
2006 New Jersey  1/ GR05100845 Public Service Electric and Gas Co. 
2006 Colorado  60/ 06S-234EG Public Service Co. of Colorado 
2006 Kentucky  36/ 2006-00172 Union Light, Heat & Power 
2006 Kansas  40/ 06-KGSG-1209-RTS Kansas Gas Service 
2006 West Virginia  2/ 06-0960-E-42T,  

06-1426-E-D 
Allegheny Power 

2006 West Virginia  2/ 05-1120-G-30C,  
06-0441-G-PC, et al. 

Hope Gas, Inc. and Equitable 
Resources, Inc. 

2007 Delaware  24/ 06-284 Delmarva Power & Light Company 
2007 Kentucky  36/ 2006-00464 Atmos Energy Corporation 
2007 Colorado  60/ 06S-656G Public Service Co. of Colorado 
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2007 California  59/ A.06-12-009,  
A.06-12-010 

San Diego Gas & Electric Co., and 
Southern California Gas Co. 

2007 Kentucky  36/ 2007-00143 Kentucky-American Water Co. 
2007 Kentucky  36/ 2007-00089 Delta Natural Gas Co. 
2007 Maine 71/ 2007-00215 Central Maine Power 
2008 Kansas    40/ 08-ATMG-280-RTS Atmos Energy Corporation 
2008 New Jersey  1/ GR07110889 New Jersey Natural Gas Co. 
2008 North Dakota  37/ PU-07-776 Northern States Power/Xcel Energy 
2008 Pennsylvania  3/ A-2008-2034045 et 

al 
UGI Utilities, Inc. / PPL Gas Utilities 
Corp. 

2008  Washington  63/ UE-072300,  
UG-072301 

Puget Sound Energy 

2008 Pennsylvania  3/ R-2008-2032689 Pennsylvania-American Water Co. - 
Coatesville 

2008 New Jersey  1/ WR08010020 NJ American Water Co. 
2008 Washington  63/  64/ UE-080416,  

UG-080417 
Avista Corporation 

2008 Texas  65/ 473-08-3681, 35717 Oncor Electric Delivery Co. 
2008 Tennessee  66/ 08-00039 Tennessee-American Water Co. 
2008 Kansas 08-WSEE-1041-RTS Westar Energy, Inc. 
2009 Kentucky  36/ 2008-00409 East Kentucky Power Coop. 
2009 Indiana    29/ 43501 Duke Energy Indiana 
2009 Indiana    29/ 43526 Northern Indiana Public Service Co. 
2009 Michigan  33/ U-15611 Consumers Energy Company 
2009 Kentucky  36/ 2009-00141 Columbia Gas of Kentucky 
2009 New Jersey 1/ GR00903015 Elizabethtown Gas Company 
2009 District of Columbia 7/ FC 1076 Potomac Electric Power 
2009 New Jersey 1/ GR09050422 Public Service Gas & Electric Co. 
2009 Kentucky 36/ 2009-00202 Duke Energy Kentucky Co. 
2010 Kentucky 36/ 2009-00549 Louisville Gas and Electric Co. 
2010 Kentucky 36/ 2009-00548 Kentucky Utilities Co. 
2010 New Jersey 1/ GR10010035 Southern New Jersey Gas Co. 
2010 Hawaii 42/ 2009-0286 Maui Electric Co. 
2010 Hawaii 42/ 2009-0321 Hawaii Electric Light Co. 
2010 Hawaii 42/ 2010-0053 Hawaiian Electric Co. 
2010 Lancaster 3/ R-2010-2179103 Lancaster Water Fund 
2011 Kansas 40/ 11-KCPE-581-PRE Kansas City Power and Light Co. 
2011 Delaware 24/ 11-207 Artesian 
2012 Kentucky 36/ 2012-00221 Kentucky Utilities Company 
2012 Kentucky 36/ 2012-00222 Louisville Gas and Electric 
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Company 
2012 Massachusetts 67/ DPU 12-25 Bay State Gas Company 
2012 District of Columbia 7/  FC 1093 Washington Gas Light Company 
2012 New Jersey 1/ WR11070460 New Jersey American Water 
2012 New Jersey 1/ ER11080469 Atlantic City Electric Company 
2013 Michigan 33/ U-16769 Michigan Consolidated Gas 
2013 New Jersey 1/ ER12111052 Jersey Central Power & Light 
2013 Alberta 68/ 2322 ATCO Pipelines 
2013 North Dakota 37/ PU-12-813 Northern States Power 
2013 Massachusetts 67/ D.P.U 13-07 New England Gas Company 
2013 Wyoming 69/ 20000-427-EA-13 Rocky Mountain Power 
2013 New York 70/ 13-E-0030 Consolidated Edison 
2013 Maine 71/ 2013-00168 Central Maine Power 
2014 Alberta 68/ 2739 Enmax Power Company 
2014 
2014  
2015  
2015 
2015    

West Virginia 2/ 
West Virginia 2/ 
Maryland 8/ 
Maryland 8/ 
West Virginia 2/ 

14-0701-E-D 
14-1151-E-D 
9319 
9385 
15-0674-WS-D 

Monongahela Power Company 
APCO 
Potomac Edison 
PEPCO 
WV American Water Company 

2016 Pennsylvania 3/  R2016-2529660 Columbia Gas of Pa. 
2017 Hawaii 42/   2016-0431  Hawaiian Electric 
2018 New Jersey 1/  14251-20175  New Jersey American Water 
2019 North Dakota 37/  PU-18-403  NSPS Prudence of Cap Adds 
2019 Arizona 72/   E-01933A-19-0028 Tucson Electric Production Plant 
 

 
PARTICIPATION AS NEGOTIATOR IN FCC TELEPHONE DEPRECIATION 

RATE REPRESCRIPTION CONFERENCES 
 
 
 

COMPANY      YEARS  CLIENT 
 
Diamond State Telephone Co. 24/   1985 + 1988  Delaware Public Service Comm 
Bell Telephone of Pennsylvania 3/   1986 + 1989  PA Consumer Advocate 
Chesapeake & Potomac Telephone Co. - Md. 8/ 1986   Maryland People’s Counsel 
Southwestern Bell Telephone – Kansas 20/  1986   Kansas Corp. Commission 
Southern Bell – Florida 4/    1986   Florida Consumer Advocate 
Chesapeake & Potomac Telephone Co.-W.Va. 2/ 1987 + 1990  West VA Consumer Advocate 
New Jersey Bell Telephone Co. 1/   1985 + 1988  New Jersey Rate Counsel 
Southern Bell - South Carolina 22/   1986 + 1989 + 1992 S. Carolina Consumer Advocate 
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GTE-North – Pennsylvania 3/    1989   PA Consumer Advocate 
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PARTICIPATION IN PROCEEDINGS WHICH WERE 
SETTLED BEFORE TESTIMONY WAS SUBMITTED 

 
 
 
 

   STATE         DOCKET NO.         UTILITY 
 
Maryland 8/   7878    Potomac Edison 
Nevada 21/   88-728   Southwest Gas 
New Jersey 1/  WR90090950J  New Jersey American Water 
New Jersey 1/  WR900050497J  Elizabethtown Water 
New Jersey 1/  WR91091483  Garden State Water 
West Virginia 2/  91-1037-E   Appalachian Power Co. 
Nevada 21/   92-7002   Central Telephone - Nevada 
Pennsylvania 3/  R-00932873   Blue Mountain Water 
West Virginia 2/  93-1165-E-D   Potomac Edison 
West Virginia 2/  94-0013-E-D   Monongahela Power 
New Jersey 1/  WR94030059  New Jersey American Water 
New Jersey 1/  WR95080346  Elizabethtown Water 
New Jersey 1/  WR95050219  Toms River Water Co. 
Maryland 8/   8796    Potomac Electric Power Co. 
South Carolina 22/  1999-077-E   Carolina Power & Light Co. 
South Carolina 22/  1999-072-E   Carolina Power & Light Co. 
Kentucky 36/   2001-104 & 141  Kentucky Utilities, Louisville Gas  

and Electric 
Kentucky  36/  2002-485   Jackson Purchase Energy   
        Corporation 
Kentucky 36/   2009-00202   Duke Energy Kentucky 
New Jersey 1/  ER09080664   Atlantic City Electric Co. 
New Jersey 1/  ER09080668   Rockland Electric Co. 
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Clients 
 
 

  1/  New Jersey Rate Counsel/Advocate 36/  Kentucky Attorney General 
  2/  West Virginia Consumer Advocate 37/  North Dakota Public Service Commission 
  3/  Pennsylvania OCA 38/  Kansas Industrial Group 
  4/  Florida Office of Public Advocate 39/  City of Witchita 
  5/  Toms River Fire Commissioner’s  40/  Kansas Citizens’ Utility Rate Board 
  6/  Iowa Office of Consumer Advocate 41/  NIPSCO Industrial Group 
  7/  D.C. People’s Counsel 42/  Hawaii Division of Consumer Advocacy 
  8/  Maryland’s People’s Counsel 43/  Nevada Bureau of Consumer Protection 
  9/  Idaho Public Service Commission 44/  GCI 
10/  Western Burglar and Fire Alarm 45/   Wisc. Citizens’ Utility Rate Board 
11/  U.S. Dept. of Defense 46/  Vermont Department of Public Service 
12/  N.M. State Corporation Comm. 47/  Oklahoma Corporation Commission 
13/  City of Philadelphia 48/  National Assn. of State Utility Consumer 

Advocates                            
14/  Resorts International 49/  Nova Scotia Utility and Review Board 
15/  Woodlake Condominium Association 50/  Florida Office of Public Counsel 
16/  Illinois Attorney General 51/  Maryland Public Service Commission 
17/  Mass Coalition of Municipalities 52/  MCI 
18/  U.S. Department of Energy 53/  Transmission Agency of Northern California 
19/  Arizona Electric Power Corp. 54/  Florida Industrial Power Users Group 
20/  Kansas Corporation Commission 55/  Sierra Club 
21/  Public Service Comm. – Nevada 56/  Our Children’s Earth Foundation 
22/  SC Dept. of Consumer Affairs 57/  National Parks Conservation Association, Inc. 
23/  Georgia Public Service Comm. 58/  Missouri Office of the Public Counsel 
24/  Delaware Public Service Comm. 59/  The Utility Reform Network 
25/  Conn. Ofc. Of Consumer Counsel 60/  Colorado Office of Consumer Counsel 
26/  Arizona Corp. Commission 61/  MD State Senator Paul G. Pinsky 
27/  AT&T 62/  MD Speaker of the House Michael Busch 
28/  AT&T/MCI 63/  Washington Office of Public Counsel 
29/  IN Office of Utility Consumer 
Counselor 

64/  Industrial Customers of Northwestern Utilities 

30/  Unitel (AT&T – Canada) 65/  Steering Committee of Cities  
31/  Public Interest Advocacy Centre 66/  City of Chattanooga 
32/  U.S. General Services Administration 67/  Massachusetts Attorney General 
33/  Michigan Attorney General 68/  Alberta Office of the Utilities Consumer Advocate 
34/  New Mexico Attorney General 69/  Wyoming Industrial Energy Consumers 
35/  Environmental Protection Agency 
Enforcement Staff 

70/  New York State Department 

 71/  Maine Office of Public Advocate 
 72/  Western Resource Advocates 
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Excessive Depreciation 
 
 

 

An excessive depreciation rate is one that produces depreciation expense 

which is more than necessary to return a company’s capital investment over the 

life of the asset. The concept of excessive depreciation is not new, and in fact 

was explained by the U.S. Supreme Court in a landmark 1934 decision, 

Lindheimer v. Illinois Bell Telephone Company, as follows: 

If the predictions of service life 
were entirely accurate and retirements 
were made when and as these 
predictions were precisely fulfilled, the 
depreciation reserve would represent 
the consumption of capital, on a cost 
basis, according to the method which 
spreads that loss over the respective 
service periods. But if the amounts 
charged to operating expenses and 
credited to the account for depreciation 
reserve are excessive, to that extent 
subscribers for the telephone service 
are required to provide, in effect, capital 
contributions, not to make good losses 
incurred by the utility in the service 
rendered and thus to keep its 
investment unimpaired, but to secure 
additional plant and equipment upon 
which the utility expects a return. 

 

Confiscation being the issue, the 
company has the burden of making a 
convincing showing that the amounts it 
has charged to operating expenses for 
depreciation have not been excessive. 
That burden is not sustained by proof 
that its general accounting system has 
been correct. The calculations are 
mathematical, but the predictions 
underlying them are essentially matters 
of opinion.  They proceed from studies 
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of the “behavior of large groups” of 
items. These studies are beset with a 
host of perplexing problems. Their 
determination involves the examination 
of many variable elements and 
opportunities for excessive allowances, 
even under a correct system of 
accounting, are always present. The 
necessity of checking the results is not 
questioned. The predictions must meet 
the controlling test of experience.1 

 

 
Excessive depreciation rates produce excessive depreciation expense. In 

other words, if an excessive depreciation rate is applied to the plant balance, it 

results in excessive depreciation expense. Since depreciation expense flows 

dollar-for-dollar into the revenue requirement, excessive depreciation expense 

results in an excessive revenue requirement. 

Excessive depreciation also flows dollar-for-dollar into the accumulated 

depreciation reserve account. This can result in a depreciation reserve actually 

exceeding the gross plant balance. That is because the depreciation rate is 

excessive; it is more than necessary to fully depreciate the plant. This is what 

the Court was talking about in Lindheimer. Therefore, at the end of its life, this 

results in an accumulated depreciation account which exceeds the original cost 

in the plant account. 

 
 
 
 
 
 

 

1 Lindheimer v. Illinois Bell Telephone Company, 292 U.S. 151, 168-170, 54 S.Ct. 658, 665-666 
(1934). (Emphasis added; footnote deleted.) 
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The public accounting profession, through the Financial Accounting 

Standards Board (“FASB”) has also addressed accumulated reserve excesses in 

its SFAS No. 143.2 Paragraph B22 says the following: 

B22. Paragraph 37 of Statement 19 
states that “estimated dismantlement, 
restoration, and abandonment 
costs…shall be taken into account in 
determining amortization and 
depreciation rates.” Application of that 
paragraph has the effect of accruing an 
expense irrespective of the 
requirements for liability recognition in 
the FASB Concepts Statements. In 
doing so, it results in recognition of 
accumulated depreciation that can 
exceed the historical cost of a long-lived 
asset. The Board concluded that an 
entity should be precluded from 
including an amount for an asset 
retirement obligation in the depreciable 
base of a long-lived asset unless that 
amount also meets the recognition 
criteria in this Statement. When an 
entity recognizes a liability for an asset 
retirement obligation, it also will 
recognize an increase in the carrying 
amount of the related long-lived asset. 
Consequently, depreciation of that asset 
will not result in the recognition of 
accumulated depreciation in excess of 
the historical cost of a long-lived asset.3 

 

As one can see from the above, as recently as 2002, the public 

accounting profession does not approve of depreciating an asset beyond its 

original cost. It actually used the word “excess,” and it is obvious that it frowns 

upon accumulated depreciation balances that exceed the original cost of plant. 
 

2 
Statement of Financial Accounting Standards No. 143 (“SFAS No. 143”) – Accounting for Asset 

Retirement Obligations. 
3 

SFAS No. 143, paragraph B22 (emphasis added). 
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GAAP does not control ratemaking, but the rationale described above is both 

informative and makes sense. 

Ultimately, ratepayers pay for excessive depreciation rates. As the U.S. 

Supreme Court said, the result is the extraction of capital contributions from 

ratepayers, which the Court decided was inappropriate. Current GAAP 

accounting rules highlight these amounts associated with negative net salvage 

and require that they be reported as Regulatory Liabilities (“amounts owed”) to 

ratepayers. 
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