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Attached please ftnd Cheupeake UdBdes Corporadon'l reapon~e~ to your initial 
review of our 1996 Depredation Study. Pleue contact me at (9.fl) 299·2883 if you 
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CHESAPEAKE UTIUTIES CORPORATION 
1997 DEPRECIATION STUDY - DOCKET NO. 970428-GU 

INITIAL REVIEW 

1. Since the~ propae• ~ 1, 1998 • the data of Implementation 
for new depr8rJation ...... the 1800\WY 1tatua for eech account needs to be 
deterlnNd • thlt .... fWe 25-7 .046(5)(b), F1odda Adn'tilbiiiNe Code, eeta forth 
thla requirement. Plaate provide December 31 , 1997 estimated Investment and 
raaerve balancea, • well • 1817 ..tlmllted additions and retirements for each 
account. The data rMY Involve bolh I'8COided activity, to the extent It Ia available; 
and projected 8Civlty, for the remainder of 1997. Allo, pleue bring fOfW8rd to 
December 31, 1887 the lnfomtllon provided on Attachment A. Schedule 1, titled In 
part -comparllon d CurNN DepMciMion Rllll and Propoeed Depredation Rates. • 

2. a. For Account 382.3, and for 8IICh yMr alnce the lut atudy, pleaee provide 
retilam.lll boaiGIId t¥wNcletype,lhowlng the lrHeMce date, retirement 
date, Md ortgllalll cmt ~ .-ch vehicle. Allo provide the gross aatvage 
reaHad, lnd any lncul8d COlt of removal for eech Altlred vehicle. 

b. For yow IUNivlng lmraabeMiftt for Account 382.3, pleae provide a listing of 
II wlhlclllln 1Mb • d ~ 1, 1898, ahowlng the lrHeMoe date and 
original OOit of ..ch. 

3. Aa a._. dthe ~ oompletad CPR audl, 8djultmenta were made In 
1998 to AccowD 3781nd 3M tD remow lnapproplt8tely capitalized additions from 
plant In eervlce. 1'hera w. not MY conepondlng adjuttment lhown for reeerve. 
a. WMt M10Unl d,.... Ia conact1r MIOdllted wllh the plant adjustment 

amounll for .... eooounll for 1988? 
b. Doea O.IPIIIra hiMt a procedtn ~ trtggera an adjustment to reserve 

when an adjultment II made to piMt? If 10, please provide a copy of the 
procedure. 

4. In the couree of the r8C8nlly complll8d CPR audit. an lsaue was raised 
regarding the trwlllment of ..W.Inactlve for eve year~ or longer. The Company 
stated that lltueh ..... had beM l8llred. d December 31, 1996. BoCh ateel 
and plutlc I8Mcea lhow a high level of l8llrementa for the year 1996, compared 
to prior years, ~ nlftect thla effort Staff would ._ to understand the 
~which poduoed the coMa of removallhown for plastic aervtoea and 
for ateel aerYicea for the yMra 1882 through 1998. 

The data lndicatea that removal of p1ut1c ..W. Ia far lela costly than 
removal of atee1 ..W., which genet'llly may be reaaonable. In review of the 
situation, ....,.. fldors can be rdld. The removal ectMty II labor Intensive; if an 
earty vtnt.ge service were ..novect In 1998, the labor coati aaaociated with the 
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removal could ha¥8 bMn ~ dthe ~ it'natment aaaociated with the 
service being retired. Since ~ for auMvtng steel aervtcea go back into the 
1930's, coat d removal of I8Y8Ial hundred percent may be expected in some 
instances when thou earty vintage ...W. are Involved. 

The wltlgea for plaltlc ..w. ... more recent. Alllnveatmenta date after 
1981, .-let the ....,.lrMtbe..t age II 5 ~· Conlider a cae where the aame 
labor hou,. are apent removing an old ..... aervtce •.,. required to remove a 
plaatlc aerv1ce cf .... eWIIIea vlnlllge. Then for the plaatic, the percentage 
cabtlth d for coat cf rwncMII could .-dly be lala than 100%, while the percentage 
for the older ateellnltalation might exc 11d 200%. 

The data Indicate~ that percentllge co.t of removal for steel services has 
been decrte11lng, ffom allnoet 2«)% In 18821o leu than 1~ J,l 1996. For plastic 
aervicel, the annual COlt d removal has -..ya been leu than 50%. 

Staff would .. intonndon on 81'1 additional faclora .tllch are thought to 
contribute to the verlanol In COlla ahown In the data. Pleaae provide any 
explanatory lnbmallon which IIIMIIIIble. 
a. Pteae provide a d• Ci1ptlon of the typical phyalcal activity Involved In the 

abandonment of a plaltlc I8Nice and of a steel UNice, for the aervice 
located under pavement and not under pavement 

b. What peroerDge of eech type ofi8Moe (plutic and ateel) is under 
pavement? 

c. \Nhat II the~ time requlrad to abandon each type of aervlce under 
pavement. • compal'8d to one not under pavement? 

d. Pleale provide laeded ho&.lty labor rate(s), aa wei aa the coat(a) for any 
matertala which are neoe11ary, to abandon each type of eervice in each 
altuation. 

5. Wlhln the fling of the eludy In thll dodtet, Chelllp88ke has requested 
approval to 8l1'lOitiZ8 en amcu1t of$19,000 CMr a three-year period. That amount 
ia cited aa COlt for the etudy flied. 8td would Ice to understand the ..-aaonlng 
behlndU.~ 
a. For what re11Dil(s) did O.epeake .-ct to request amoltiz8tion In place of 

the normal accounting treebnent for thla expenae? 
b. Pleue explain how the three year amortization period ... proposed by the 

Company, WM determined. 
c. Would any additional~ be anticipated. In particular If this matter 

should go to heeling? 

-2-



CllaAPI:AKE tJ'I1LI'I1U COIIPORAUON 
199'7 DD'ItECIAUON STUDY- DOCDT NO. t'7N21-GU 

COMPANY RESPONSES TO DATA REQUEST Nl 

1. The Company bu nMied ita AUarJwnn A. Schedule 1. u ofDecember 31. 1997. Pleue 
tee the attiCbed tchedulel Tbe ~ed p1aat end re.w be'eDCN u of December 31, 
1997 wwe developed ...U. a oomWMSioa ol April IWI actual ye~r-&o-da&e activity u 
well u projected activity ... the,.,...., oftbe ,... Projeaed additioaa and 
retitemeaU to plant were bued OD tbe Coalpuy't approved capital budpt and PSC rules 
reprdilla ncilement of'iDictive meten ud ..W.. For tbe latter two items. the 
Company projocaed the lewll ofndl_. acdYity for tbe blleace of'tbe year bued on 
Company recorda. COlt ofNIIIOYII for Ill eCCCMII'tl wu buecl on the actual 1996 
percenta&e experieoced iD each plaat ICCOUIII. Salvlp •imatea for vehidet were bued 
on actual bids received &om dellen u trlde-ill valuet for the vehicles we are retiring this 
year. 

The Company projoded depredation expea~e bued oa the avenae monthly balanc:e in 
each account timet the current clepredatioa rate divided by twelve. 

To date, the Company hu DOt recak.uwed tbe tbeonldcal re~erYe u of December 31, 
1997. To do thil, tbe Company would incur addition~~ CODIUitina feet. At Staft'a request, 
we will contact our COIIIUkut and direct him to atead the ttudy. 

b. Please tee lttacbed IUIDIDU)'. 

3. a. Please aee attacbed aunnwy. Tbe Company recorded thil journal eouy in May 
1997. 

b. Chaape.ke does not have a written policy tbaa trigcn an ldjultmoot to raerve when 
an adjustment ia made to plant. Tbe lita..aioa addreaed by StafF wu an oveniafd by 
Cbeupeake. Cbelapeake routiDely records adjulbneldl to raerve wbea an adjustment is 
made to plant even tbotiJb there is DO written policy. 

4. The costs of removal UIOCiated with the rednmeat of both plutic and •eeltcnices 
reaalt primarily &om labor end aaociated oveme.d end Wlbide charpa. Thole retirement 
activities are very labor ialealive. Duria& 1996, depeMina on the type of tcnice, payroll 
co•• equated for approximetely SS-60% of the toCII ooa ofr.aoval. PayroU overhead 
accounted for approximately 20-30% ud vehide charpl approximately 16%. The 



A primary &ctor to CONicler wt. Clbtlerina the percen••p of c:ost of removal to the 
oriaiJW redremeat COlt ia tbe 1p of the ..W. bcifta redrod. The majority of the 
Company's retiremeall are steel ..W. widl oriaiMJ COitJ wbich are quite low when 
compared to today's 00111 olremoval. Por...,... iD 1996, tbo Company retired 
approximately 303 ..W.. 222 oltt.e.r.no. were steel. II ofthele ..w:a were 
plutic. Oftbe 222 steel ..W. ftldnld. 129 (51%) oftblm were placed in leMce 
betweea 1935 aDd 1970 with oriPal COitJ raaaiDI &om $15.36 to $93.89. An additional 
47lteei.W. redred were &om vi• ... dldiai &om 1971 to 1979.' The rernainins 46 
lteellefvicelredred were 1om vhJaeel datiDa betweal 1980 IDd 1990. 

In contrast. all 81 pludc ..W. retired cluriaa 1996 were &om vintaaea poll 1981 with 
oriaiJW coD l'lll8iDI tom 1119.12 to 1623.01. Aa a ...tt, u noted in your letter to ua, 
it iJ reuonable for COlt ofNIDOWI for steel ..W. to exceed 2()01.4 of the orisinaJ cost 
while c:ost ofnmoYII for pludc ..W. could be lea than 100%. 

Below are our ..,.,._ to the four •MIIIioal poled Ia your data requelt. 

a. The physic:allllpl nee nary to lblndon steel ud plutic IMifVicel are detailed 
below: 

SteeiiCI'yjce - Coastruc:tioa crew h locla• the line. Aft« locatina tbe line. the crew 
dip up tho Uo-i.n to the lllliiL Old blre steel liDel that haw beeD in lleiVice for many years 
are likely to be UDder COIDCiele or uphllt. If the ..W. ia located under pavement. the 
crew hu to jacokhaiiiiiW, IIW or bUit out dae J11W11M111 to pt to tbo .-vice. If the ICI'Yice 
iJ not located UDder paYe1111111, the crew bloc:b out an .,. of lOCI IDd naovea it. After 
tho lOCi, upbalt or c:oDCI'U ia aemoved, til& crew dip dowD to the line. The hole that ia 
dua for steel ISVica ia approximately tine timellarpr than the bole dua for a plastic 
ICI'Yice. Al tbil point. the crew conaimael to ablndoa tho service u foUowa. 

Bare steel - Bare steel .me. are UIUIIIy CDriaOCted to tbe main with a uddJe type fitting. 
1be crew removes the fluia& 1om tbe IIddie iD order to remove the .-vice. 0nc:e the 
ICI'Yice ia removed ftom the IIddie, tbe crew plup tho bole to ltOp the flow of pa. 
Occuionally, the fiuina wiD br-.k ofl'wt. tbe crew au...,u to remove it &om the 
IIddle. lftbia ocaan, the crew ba to.....- oft'tbe pipe and blow clown the line. After 
the line hu beeD blown dowa. dae crew a1t1 out aiiCICtioa oftbe lleiVice. The cnrw 
threads the end of the remaJnina .W:. and inltallla dnlded cap to stop the Oow of gas. 

Colted steel - A coated lelvice wiD UIUIIIy haw a No-Bio tap tee welded on the main. 
After the crew removes the tape-coat oft' of the tee, they raove the cap on top of the tee 
and run an inlert down to abut off the flow of pa. Aft« the pa ia 11M ofF, tho crow cuts 
out • section or the pipe. Dependirw on the ... preaure. a1 threaded cap or weld cap is 
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inltllJed OD the ead of the,.,.,..,. pipe. Tbe ClfNI aiJo inlta1lJ I 17#1 anode and then 
rOikoiU or tlpll the pipe. 

PleD wyjco- Coallrucdoa cnw lnlloclt• the line. P&utic MI'Vicea are generally 
located UDder aod. At. Jor.a• .. the Bae. the a'IW blocks out ID area of sod and removes 
it 10 tbey can ~cce~~tbe ..W.. Tile crew.._ dip up the tio-in to the main. The crew 
1Queeze1 ofl'the .--lice IDd blowa the liDe down. After the line ia blown down. the crew 
c:ut1 out 110Cdoa of' the pipe with P.E. adtsl. The a'IW then lOCket fuaes 1 plutic cap 
on the end olthe •vice to cut o«the low of' pa. 

For all lrlicel. the a'IW 1110 IGIIIICMI the .-Yice n.. at the location and purse. the 
abandooeclliDe wilb air. Tile a'IW ..a. the IDda of the lblndoned lervice. At this point 
the hole is 8Ded IDd the lOCI or upbalt is replaced by the crew. 

b . Tbe CompAny Clllimatee approximately 208~ of ill lleel aervicea and S% of its 
plutic ICI'Yicellie UDder pevemeat. 

c. The typical man-hour requinlment for abandoniD& 1 plutic laVice ia three hours 
The typical man-hour nquiremeat for abandoaina 1 lleel .-vice ia four to six hours 
dependina oa ~or not the ..W.la under pavement. 

d. Tbe nenae payroll rate for the Complay'a COIIItn.ICUon department is rurrently 
SIO.Sl per hour. Tbe OWit.d rate for 1996 wu approximately 3'7-/e ofpayroU or an 
additional $3.19 per bour. A. ....Sibove. whide c:barpl would abo be charged to a 
rairement and ....,.....lppi'Otrimately 26% of' payroll cbarpd to retirements. 

The materialt required to llbacbla ..vice are 1 weld cap. aaew cap or plutic cap, 
depending on the type of..W..IDd COlt approximately $2.00. Additional expenses 
would be required for lOCI or upbalt. 

S. Chelapeake belieYel that ,..atatory expen1e1, IUdl u thole incurred in preplfins and 
filina 1 clepredmoo IIUdy, are.,._. recovmble fiom n&epaya'S. We aJso believe it 
may be appropriate to ICCXJUIII ftJr IUCII.,_11 is 1 \Wiety of' ways. ~depreciation 
madiel are required by the Coanillion at ._. oaco evay five yean. it would be 
reuonable to IIDOitize alae expc!IIIU over 1 &Ye-,.,. period. On the other Mnd, where 
eamiap 1nftice,. it may be men apedieat to apen11 aD COlli in the year incurred to 
eliminate the trldtiaa IDd administntiw costa inYoiYed in amortization. 

Chellpelkda propouJ to lmOitizl ita 00111 over a threo-yeu period wu based primarily 
on the followiaa &cton. Given Onapelkdl c:umat euninp situation. Chesapeake will 
not be able to reeDY« the COlli of prep11 iDa and fllin8 thiJ ltudy &om ill ratepayen 
duriDa 1997. Our Man:b 31, 1997 ~report indicates 1 earned return of 7. 86'1• 
compared to an lllowed ranae ofl.42% to 9.46%. Expenaina the entire $19,000 during 
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1997 would tbrtber erode Ct•pe~ke'a ....... AJthouab Cheapeak-: recognizes that 
tbo Commiaion cloeiDOt • ....,..... our......._ we do believe that it is appropriate to 
a11ow ror recovery or ... e~a~ory ..,... ••. 

O..peab is aaW.:i.,..,. 8Jiaa for 1 ...,.a rate iac:rwe durin& the fourth quarter of 
1997. Given the I1ICUI'riaa 111t1n oidia..,. ... the 6ct tbla depreciation studies are 
required by Commilliae rule. our propo111 would allow us to indude the cost of this 
ltUdy iD our COlt of..W. ~ f'cw ..... n1e1 which would so into effect 
IOIDIItime durin& 1991 tlua providiaa for recowry of this COlt protpedivdy. 

O..peb cboae 1 ttno-,_.IIDOitialioD period bee-•• we believe it ia 1 reasonable 
period to amortize thele COlli (ippi'Oci11W'ely $19.000). Ott. than if required to do 10 in 
l1llpCIGie to Queltioa 1 (cabal ... theandcal..w biiiDCII would require the 
•ai•~~a of our coaallta). Ot11pe1ke doll not inlend to incur additional expen~a 
with retpeet to dlil docket. It it our iatlllt to work with Sill' to rtiiOive our dift"erenca, if 
any, iD Ill a:pedieal..,._, However, if' ldditioeal expenM1 arite. Chesapeake believes 
the total amount of amortization .,..ad lhould be 'trued-up• to include those expenses. 
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COST ~ 
coeT ULVAO&! Of~AL 

., 8ACICHOEII'REHC (1) 
312.S FORt<UFT (1) 

8. ...... 1m ......... of......., 1, 1-

ACCT DUCIW"110M 

382.S CHO EQUPMEHT 
382.S DITafNITCH (1) 
382.S TRENCHER TltM.Eit 
st:U EMEROEHCY EQUP TRALER 
382.S DITCHWITCH TRAILER 
382.S TRhUl.E MCICHOE TRM.IIt 

TOTAL INVE8TMEHT 

... 123.20 ··-· 11,400.00 
.... 00 
G-120.00 
P,17 • . 70 

1111,1M.M 

lti,U7 
17,500 

.... 
13,500 

(1) ~111112lllllllftiii••••CIOIIIhlllan..-'111C,_bllft,_.lneac~t•. cue • 
,...... clncllon cl P8C. 

0 
0 
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CHUA.~ U1'IJnEI CQRPOMTIQN 
1-DEPRECIATION ITUDY 
DOCICirT NO. IJOai.OU 
..aNilE TO DATA IIIIQUEIT ~ 
QUIITIOH.aa 

3011fe3 
,., ...... 

TOTAL. N:ICT 371 f51UO 

- ,,.....,.. 1141.10 - ,,.....,.. 171.10 - St..JIHI 1110JIO - 11...AUe S310.GO - ~ .. .... - ,,~ ..... - ~ .... - )t.oa&«) 111.10 - ,,~ a• .to - ,., ..... I2G.IJ - 3t..O.C.. ""·" - ,,...., .. , ltiUt - ,,...., .. 7 .... 7'0 - St-6W .. 7 .. .,. - ,,...., .. 7 1171.10 - ~.., 1312-D - lt~7 12111.211 - .......... , ~m.a - .........., (14.12) - ,,~ tt•.ao - 31~7 sm• - .,.... 132.11 - .,.... 127UO - ~- Ptt.25 - ~- 112.11 - ~- .... - ,,.....,.. 1217.10 - ».JJa..l 12tU2 - ~ 13110JIO - St...u.ae IO.tt - ,,......,.. I2G.I7 - )t...u.al 156115 - ,,......,.. 1111 .• - 3t...u.ae 125261 - Jt...u.ae .. t .to - St...u.ae 1111.77 
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