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STAFF REPORT
This report represents staff's initial position. The report consists of three sections:
A. Information - includes information necessary to understand staff's proposals.

B. Staffs Initial Proposals - includes staff's proposals for which staff seeks FCG's
concurrence or exceptions.

C. Summary Tables - these tables provide staff's initial position on inputs, rates, and
resulting depreciation expense for all accounts.

A. Information

Commission Rounding Convention

Staff recalculated FCG's proposed depreciation rates for each account shown in Attachment A
"Comparison of Rates and Components" based on the Commission rounding convention. These
recalculated rates are what staff considers as FCG's proposal. The rounding conventions are:

Remaining lives over 20 years: rounded to the nearest whole year
Remaining lives less than 20 years: rounded to one decimal place

Net salvage factor: rounded to the nearest whole number
Reserve Ratio: rounded to two decimal places
Depreciation rates: rounded to one decimal place

B. Staff's Initial Proposals

Staffs proposals listed below are either general in nature (e.g., the theoretical reserve proposal) or
specific to a particular account (e.g., a proposal to decrease the net salvage factor for Account
380: Services - Plastic). Staff’s initial proposals are based on all of the Company’s filings in the
instant case, including the depreciation study itself, data request responses, and staff’s familiarity
with past depreciation studies submitted to the Commission. For each item listed below, please
state whether or not FCG agrees with staff's proposal. If FCG does not agree with staff’s
proposal, please indicate why and provide a counter proposal.

The total plant investment and associated book reserve in FCG's gas plant accounts was
$696,714,095 and $197,888,301, respectively, at the end of this study period, December 31,
2024. The Company's current annual accrual of depreciation/amortization expense is
$17,779,178.

A depreciation study provides an opportunity to review the present status of the investment
recovery and determine whether any changes should be made to the existing pattern of recovery
(depreciation rates). Depreciation rates help determine the pattern/speed of recovery. When
changes to the recovery pattern are needed, most commonly staff will recommend using the
remaining life technique for addressing any needed changes. In general, this technique applies a
remaining life depreciation rate to the company’s plant accounts. The remaining life depreciation
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rate is a fallout of several inputs including the average service life (ASL), average age, remaining
life, reserve percentage, and net salvage. The ASL refers to the overall period the account is
expected to serve the public and is projected based on experience or estimates. The average
remaining life is the remaining period of service which can be expected from the equipment or
the plant asset under study.

As part of its study, FCG provided aged retirement data for the 2021 through 2024 study period.
FCG provided the average age distribution of the surviving investments on an account-by-
account basis. The Company also provided net salvage analysis for each account and a narrative
explanation for each category of depreciable plant. The Company did not conduct a statistical
life analysis on its assets, but instead relied on a combination of the life analysis performed in
FCG’s 2022 Depreciation Study, the depreciation parameters of other Florida gas companies,
recent account activity, and the professional judgement of FCG personnel and depreciation
expert Patricia Lee.

Staff examined the appropriateness of the combination of depreciation components (i.e. age,
ASL, net salvage, and curve shape) and resulting remaining lives proposed by the Company. For
the majority of the accounts, staff agrees that the Company’s proposals are reasonable. For the
accounts in which staff does not agree with the Company’s parameter proposals, staff’s
reasoning is detailed in the account-by-account analysis beginning on page 8.

Amortizable Accounts: For the Company's amortizable accounts, the company wishes to
synchronize its amortization periods with those of its parent company, Chesapeake Utilities
Corporation (CUC), which has uniform amortization periods for amortizable accounts across all
of its natural gas distribution business units. After applying the new amortization periods to the
company’s amortizable accounts, a reserve deficit of $7,586 exists, which the Company proposes
to amortize over 2 years. Due to the immaterial amount of this imbalance, staff agrees the
Company’s proposal is reasonable.

In addition, as the Company explains in its petition, as amortizable assets reach the ASL of each
account, the associated original cost is retired from the books and records annually. The
company has identified amortizable assets that exceed the ASL of their respective accounts and
has designated these assets, totaling $13,189, for retirement. The resulting annual amortization
expense is $849,707 as shown in Table 1 below. The Company’s amortizable accounts are
denoted with an **" in the account-by-account analysis section.
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As discussed above, the remaining life technique corrects imbalances between book reserve and
theoretical reserve gradually over the remaining lives of the Company’s depreciable assets. As
shown in Table 3 below, a reserve imbalance (surplus) of $3.5M is calculated, an amount that
staff proposes to correct via the remaining life technique.

Alternatively, as shown in Table 4, the Company proposes to address the imbalance it has
estimated ($22.4M surplus) between the book reserve and the theoretical reserve via a two-year
amortization period as described in its petition and study. This alternative methodology will
result in different remaining life rates and corresponding annual expenses on a going forward
basis when compared to the remaining life technique. A substantial portion of the difference
between staff’s reserve imbalance ($3.5M) and the Company’s reserve imbalance ($22.4M) is
attributable to the difference in the estimates of remaining life for Account 3762 — Mains-Steel
(see Table 5 in the Summary Tables section). It is staff’s opinion that the remaining life
depreciation technique is the preferred option to correct the reserve imbalance in this instance.
Tables 3 and 4 compares staft’s calculated reserve imbalance and the Company’s calculated
reserve imbalance.
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Account-By-Account Analysis

Intangible Plant

1. *Account 3031: Miscellaneous Intangible Plant — 15 years - Software

This account is an amortizable account with an average age of 2.1 years. The Company
proposes extending the currently-approved 12 year amortization period to a 15-year
amortization period to align the amortization with CUC’s other natural gas business units.
Staft agrees with the Company’s proposal. This results in a remaining amortization
period of 12.9 years and a 6.7 percent amortization rate for subsequent vintages.

2. *Account 3032: Miscellaneous Intangible Plant — 20 years — CIS/ERP Systems

This account currently has an average age of 3.7 years. The Company proposes retaining
the currently-approved 20-year amortization period for this account. Staff concurs with
the Company’s proposal. This results in a remaining amortization period of 16.3 years
and a 5.0 percent amortization rate for subsequent vintages.

Storage Plant
The following accounts are associated with FCG’s liquefied natural gas (LNG) facility placed

into service in 2023. Given the low average age of these accounts (1.5 years) and insufficient
retirement historical data, FCG proposes to retain the 50-year ASL, S4 curve shape, and a zero
percent net salvage factor, for all four accounts, as prescribed in FCG’s 2017 Depreciation
Study. FCG’s 2017 Depreciation Study prescribed depreciation parameters for the LNG facility
even though the facility had not been placed into service yet. Since the facility still was not in
service as of December 31, 2022, FCG’s 2022 Depreciation Study did not include the LNG
facility, stating the parameters prescribed in FCG's 2017 Depreciation Study were within the
range of estimates used for other LNG facilities. Staft agrees with the Company’s proposal to
continue with the rates prescribed in FCG’s 2017 Depreciation Study. The resulting remaining
life rates for each account are calculated below.

3. Account 3642: Structures and Improvements

With a 50-year ASL, an average age of 1.5, and an S4 curve shape, an average remaining
life of 49 years is calculated. The resulting remaining life depreciation rate is 2.0 percent

4. Account 3643: LNG Processing Equipment

With a 50-year ASL, an average age of 1.5, and an S4 curve shape, an average remaining
life of 49 years is calculated. The resulting remaining life depreciation rate is 2.0 percent.

5. Account 3645: Measuring and Regulating Equipment

With a 50 year ASL, an average age of 1.5, and an S4 curve shape, an average remaining
life of 49 is calculated. The resulting remaining life depreciation rate is 2.0 percent.
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6. Account 3646: Compressor Station Equipment

With a 50-year ASL, an average age of 1.5, and an S4 curve shape, an average remaining
life of 49 is calculated. The resulting remaining life depreciation rate is 2.0 percent.

Distribution Plant

7. Account 3743: Right-of-Way

This account has an average age of 31 years and has no currently prescribed life or
salvage factors. Due to this account being composed of easements and right-of-ways that
have no end date and are held in perpetuity or until the underground facilities are
abandoned, the Company proposes the life of this account match the longest-lived
distribution account — Account 3761 — Mains-Plastic. The Company proposes an ASL of
75 years, a SQ curve shape, and a zero percent net salvage factor. Staff concurs with the
Company.

Using the parameters above, an ARL of 44 years and a 2.3 percent annual remaining life
depreciation rate is calculated.

8. Account 3750: Structures and Improvements

The ASL, curve shape, and net salvage currently prescribed for this account is 33 years,
an LO curve shape, and a zero percent net salvage factor. This account has an average age
of 4.8 years.

Due to no retirements reported over the 2021-2024 period and only 3 years experiencing
any retirements over the past 20 years, the Company proposes extending the ASL to 35
years and transitioning to an R4 curve, as was proposed in FCG's 2022 Depreciation
Study. The Company proposes no change to the existing net salvage factor of zero
percent. Staff believes the Company's proposals are reasonable.

Using these parameters, an ARL of 30 years is calculated. These parameters are then used
to produce a remaining life depreciation rate of 3.2 percent for this account.

9. Account 3761: Mains— Plastic

The ASL, curve shape, and net salvage factor currently prescribed for this account is 75
years, an R2 curve shape, and a (33) percent net salvage factor. This account has an
average age of 10.4 years.

The Company proposes to retain the current 75 year ASL, but transition to an R2.5 curve
shape to be more “in line with the historical miniscule retirements as well as possible
retirements of early vintages of plastic pipe.” The Company originally proposed an R4
curve shape for this account, but later corrected its proposal to an R2.5 curve shape.
However, after a review of the Company’s historical retirement data and related
retirement dispersion patterns of this account, it is staff’s opinion that an R4 curve shape
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10.

11.

is the most reasonable curve shape for this account. In addition, an R4 curve shape was
also proposed in FCG’s 2022 depreciation study.

The Company also proposes to increase the net salvage factor from (33) percent to (30)
percent due to the recent trend of lowering retirement costs, reflecting an average net
salvage factor of (30) percent for the account over the 2021-2024 time period. Staff
believes the Company’s net salvage proposal is reasonable.

Based on the discussion above, these parameters result in an ARL of 65 years and a
remaining life depreciation rate (inclusive of the reserve transfer) of 1.7 percent for this

account.

Account 3762: Mains — Steel

The ASL, curve shape, and net salvage currently prescribed for this account is 65 years,
an R1.5 curve shape, and a (50) percent net salvage factor. This account has an average
age of 21.5 years.

The Company proposes to retain the current 65 year ASL, but transition to an R2.5 curve
shape. Similarly to Account 3761, the Company originally proposed an R4 curve shape
for this account, but later corrected its proposal to an R2.5 curve shape. Similarly to
Account 3761, it is staff’s opinion that Company’s historical retirement data and related
retirement dispersion patterns indicate an R4 curve shape is the most reasonable curve
shape for this account, as was proposed in FCG’s 2022 depreciation study, and was
originally proposed in this study.

The Company also proposes to increase the net salvage factor from (50) percent to (40)
percent due to the recent trends showing increasing average net salvage over time, and an
expectation for the trend to continue. Due to the realized average net salvage factor for
the account over the past 20 years being equal to (146) percent and the most recent 4
years averaging (64) percent, staff believes that retaining the currently approved (50)
percent salvage factor is more reasonable, and would allow for the re-evaluation of the
account’s net salvage activity at the time of the Company’s next depreciation study.

Based on the discussion above, these parameters result in an ARL of 44 years and a
remaining life depreciation rate (inclusive of the reserve transfer) of 2.3 percent for this

account.

Account 3780: Measuring and Regulating Equip — General

The ASL, curve shape, and net salvage currently prescribed for this account is 40 years,
an R1.5 curve shape, and a (10) percent net salvage factor. The average age of this
account is 7.5 years.

The Company proposes to retain the current 40 year ASL, and the (10) percent net
salvage factor but transition to an S3 curve shape, which is the same curve shape
proposed in FCG's 2022 Depreciation Study. Staff believes these parameters are
reasonable, given the nature of the assets in this account
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12.

13.

14.

These parameters are then used to produce an ARL of 33 years and a remaining life
depreciation rate of 2.8 percent for this account.

Account 3790: Measuring and Regulating Equip — City Gates

The ASL, curve shape, and net salvage currently prescribed for this account is 50 years,
an R2.5 curve shape, and a (10) percent net salvage factor. The average age of this
account is 13.8 years.

The Company proposes to retain the current 50-year ASL, and (10) percent net salvage
but transition to an R3 curve shape. Since the assets in this account are similar to those in
Account 3780, it is staff’s opinion that it is most reasonable for the accounts to have the
same depreciation parameters. Staff proposes an ASL of 40 years, (10) percent net
salvage, and an S3 curve shape for this account, the same as Account 3780.

These parameters are then used to produce an ARL of 26 years and a remaining life
depreciation rate (inclusive of the reserve transfer) of 2.8 percent for this account.

Account 3801: Services-Plastic

The ASL, curve shape, and net salvage currently prescribed for this account is 55 years,
an R1.5 curve shape, and a (68) percent net salvage factor. The average age of this
account is 10.5 years.

The Company proposes to retain the current 55 year ASL and R1.5 curve shape, but to
increase the net salvage factor from (68) percent to (40) percent due to easier accessibility
to retired pipe and the expectations of other Florida gas companies. The realized average
net salvage factor for the account over the past 20 years was (398) percent and the most
recent 4 years averaged (132) percent. The Company’s asserts that these realized net
salvage factors are based on a small amount of retirements and are not indicative of the
future. In addition, the Company states that retired services are more accessible now than
in the past and expects the trend of increasing net salvage to continue. While staff does
not disagree with the Company’s claims, it is staff’s opinion that a more gradual increase
to net salvage factor is a more reasonable approach, given the most recent 4-year average
net salvage factor (132) is still substantially lower than the currently approved net salvage
factor (68). FCG’s 2022 Depreciation Study recommended a (60) net salvage factor for
the account, which staff believes is a more reasonable net salvage factor at this time.
Therefore, staff recommends adoption of a (60) percent salvage factor for the account,
and re-evaluation of the account’s net salvage activity at the time of the Company’s next
deprecation study.

Based on the above discussion, these parameters result in an ARL of 47 years and
remaining life depreciation rate of 2.9 percent for this account.

Account 3802: Services-Steel

The ASL, curve shape, and net salvage currently prescribed for this account is 52 years,
an RO.5 curve shape, and a (125) percent net salvage factor. The average age of this
account is 34.5 years.
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16.

17.

The Company proposes an increase to the ASL for this account to 60 years, a R1.5 curve
shape, and to retain the current (125) percent net salvage factor. FCG's 2022
Depreciation Study recommended a 50-year ASL and R2.5 curve shape. The Company
has not provided any analytical support (i.e. life analysis, curve fitting, etc..) for the
proposed increase. The Company claims reliance on other Florida gas companies is
necessary for its review of this account due to few historical retirements. Staff does not
disagree with this claim, however, staff notes that the previously recommended 50-year
ASL and the currently approved 52-year ASL are both within the range of the other
Florida gas companies (48-60 years). At this time, staff recommends no change to the
account’s current ASL and curve shape due to lack of support for any revision.

Based on the above discussion, these parameters are then used to produce an ARL ot 26
years and a remaining life depreciation rate of 4.3 percent for this account.

. Account 3810 — Meters

The ASL, curve shape, and net salvage currently prescribed for this account is 19 years,
an R2 curve shape, and a 3 percent net salvage factor. The average age of this account is
8.7 years.

The Company proposes to extend the ASL to 20 years, and proposes a (5) percent net
salvage factor due to recent experienced negative net salvage for these assets. The
Company states that it expects the average life of a meter to be between 15 and 20 years,
while other gas companies have lives ranging from 20-28 years. Staff believes these
parameters are reasonable. These parameters are then used to produce an ARL of 12.7
years and a remaining life depreciation rate (inclusive of the reserve transfer) of 5.3
percent for this account.

Account 3812: Meters-ERT

The ASL, curve shape, and net salvage currently prescribed for this account is 19 years,
an R2 curve shape, and a 3 percent net salvage factor. The average age of this account is
3.4 years.

The Company proposes to extend the ASL to 20 years, and a O percent net salvage. The
Company states that a 20 year life is common for this type of asset, which is the same
ASL that was proposed in FCG's 2022 depreciation study. Staft believes these
parameters are reasonable.

These parameters are then used to produce an ARL of 17 years and a remaining life
depreciation rate of 5.5 percent for this account.

Account 3820: Meter Installations

The ASL, curve shape, and net salvage currently prescribed for this account is 44 years,
an R1 curve shape, and a (25) percent net salvage factor. The average age of this account
is 12.7 years.
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18.

19.

20.

21.

The Company proposes to retain the current ASL and curve shape, but increase the net
salvage factor from (25) percent to zero percent. Based on the net salvage data provided
by the Company, staff believes this revision to net salvage is reasonable. These
parameters are then used to produce an ARL of 35 years and a remaining life
depreciation rate (inclusive of the reserve transfer) of 2.3 percent for this account.

Account 3821: Meter Installations-ERT

The ASL, curve shape, and net salvage currently prescribed for this account is 44 years,
an R1 curve shape, and a (25) percent net salvage factor. The average age of this account
is 0.8 years.

The Company proposes to retain the current ASL and curve shape, but increase the net
salvage factor from (25) percent to zero percent, the same as Account 3820. Based on the
Company’s net salvage data, staff believes this revision to net salvage is reasonable.
These parameters are then used to produce an ARL of 43 years and a remaining life
deprecation rate (inclusive of the reserve transfer) of 2.3 percent

Account 3830: House Regulators

The ASL, curve shape, and net salvage currently prescribed for this account is 42 years,
an S1 curve shape, and a 0 percent net salvage factor. The average age of this account is
11.0 years.

The Company proposes no change to the 42 year ASL and 0 percent net salvage, but does
propose a change from an S1 curve shape to an SO curve shape. After analyzing the
Company’s retirement data for this account, staff believes the parameters proposed by the
Company are reasonable. Staff also notes that the proposed curve change has a de
minimis impact on the remaining life and corresponding depreciation expense for this
account.

Based on the discussion above, these parameters are then used to produce an ARL of 32
years and a remaining life depreciation rate of 2.6 percent for this account.

Account 3840: House Regulators Installations

The ASL, curve shape, and net salvage currently prescribed for this account is 47 years,
an R1 curve shape, and a 0 percent net salvage factor. The average age of this account is
19.9 years.

The Company proposes a continuation of all parameters. Staft believes the Company’s
proposal and these parameters remain reasonable. These parameters are then used to
produce an ARL of 33 years and a remaining life depreciation rate (inclusive of the
reserve transfer) of 2.4 percent for this account.

Account 385: Industrial Measuring and Station Regulating Equipment
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22.

The ASL, curve shape, and net salvage currently prescribed for this account is 37 years,
an R3 curve shape, and a (2) percent net salvage factor. The average age of this account
1s 24.3 years.

The Company proposes an increase in ASL from 37 years to 40 years, with an S3 curve
shape and zero percent net salvage. The Company expects that, due to the nature of these
assets, they will exhibit similar life characteristics as assets included Account 378. Staff
agrees and believes these parameters are reasonable. These parameters are then used to
produce an ARL of 16.8 years and a remaining life depreciation rate of 2.3 percent for
this account.

Account 387: Other Equipment

The ASL, curve shape, and net salvage currently prescribed for this account is 24 years,
an L2 curve shape, and a O percent net salvage factor. The average age of this account is
7.0 years.

The Company proposes an increase in ASL from 24 years to 35 years, with an R3 curve
shape instead of an L2 curve shape and no change to net salvage. These proposed
changes are the same parameters that were proposed in FCG's 2022 Deprecation Study.
Staff believes the new proposed parameters are reasonable. These parameters are then
used to produce an ARL of 28 years and a remaining life depreciation rate of 2.7 percent
for this account.

General Plant

23.

24.

Account 3990: Structures and Improvements

The ASL, curve shape, and net salvage currently approved for this account is 25 years, an
LO curve shape, and a 0 percent net salvage factor. The average age of this account is 7.5
years.

The Company proposes an increase in ASL to 40 years, with an S0.5 curve shape and a
continuation of zero percent net salvage. Staff agrees with the Company that a longer
ASL may be appropriate, however, due to lack of retirement data, staff believes a gradual
increase is the more reasonable approach than a single large increase. Staff believes the
parameters proposed in FCG’s 2022 Depreciation Study — a 30 year ASL and S0.5 curve
shape represent the most reasonable parameters at this time. Staff also believes the
Company’s proposal to continue with a zero percent net salvage factor is reasonable.

The resulting ARL of 24 years and a remaining life depreciation rate of 3.4 percent is
calculated for this account.

*Account 3910 — Office Equipment

This account has an average age of 4.5 years. The Company proposes reducing the
currently-approved 15 year amortization period slightly to a 14-year amortization period
to align the amortization with CUC’s other natural gas business units. Staft believes this
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25.

26.

27.

28.

29.

adjustment is reasonable. This adjustment results in a remaining amortization period of
9.5 years and a 7.1 percent amortization expense for subsequent vintages.

* Account 3912 — Computer Hardware

This account has an average age of 4.7 years. The Company proposes extending the
currently-approved 5-year amortization period to a 10-year amortization period to align
the amortization with CUC’s other natural gas business units. Staff believes this
adjustment is reasonable. This adjustment results in a remaining amortization period of
5.3 years and a 10 percent amortization expense for subsequent vintages.

* Account 3913 — Office Furniture

This account has an average age of 6.9 years. The Company proposes extending the
currently-approved 15-year amortization period to a 20-year amortization period to align
the amortization with CUC’s other natural gas business units. Staff believes this
adjustment is reasonable. This adjustment results in a remaining amortization period of
13.1 years and a 5 percent amortization expense for subsequent vintages.

* Account 3912 — Computer Software

This account has an average age of 0 years with $0 currently invested. The Company
proposes reducing the currently-approved 12-year amortization period to a 10-year
amortization period to align the amortization with CUC’s other natural gas business units.
Staff believes this adjustment is reasonable. This adjustment results in a remaining
amortization period of 10 years and a 10 percent amortization expense for subsequent
vintages.

Account 3921 — Transportation Equipment — Cars

The ASL, curve shape, and net salvage currently prescribed for this account is 9 years, an
L2.5 curve shape, and a 11 percent net salvage factor. The average age of this account is
10.6 years.

Due to the current age of the account, the Company proposes to extend the ASL of this
account from 9 years to 12 years with an S2 curve shape. An S2 curve shape is the same
shape proposed in FCG's 2022 Depreciation Study. The Company also proposes a slight
reduction to net salvage factor, from 11 percent to 10 percent due to the older age of the
vehicles. Given the average age of this account, staff believes these parameters are
reasonable.

These parameters are then used to produce an ARL of 3.6 years and a remaining life
depreciation rate of 10.8 percent for this account.

Account 3922 — Transportation Equipment — Light-Med Trucks, SUV’s & Vans

The ASL, curve shape, and net salvage currently prescribed for this account is 10 years,
an L3 curve shape, and a 11 percent net salvage factor. The average age of this account is
4.7 years.
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30.

31

32.

33.

The Company proposes to extend the ASL of this account to 12 years and transition to an
S2 curve shape, the same ASL/curve combination as Account 3921. Due to a higher
realized average net salvage of 37 percent over the recent period, the Company also
proposes an increase to a 20 percent net salvage factor. Staff reviewed the Company’s
historical retirement and net salvage factor for the account and believes the proposed
parameters are reasonable.

Using these adjusted parameters produces an ARL of 7.5 years and a remaining life
depreciation rate of 5.2 percent for this account.

Account 3923 — Transportation Equipment — Heavy Trucks

The ASL, curve shape, and net salvage currently prescribed for this account is 12 years,
an L2 curve shape, and a 4 percent net salvage factor. The average age of this account is
8.7 years.

The Company proposes to extend the ASL of this account slightly from 12 years to 13
years, change the curve shape from an L2 to an L3 curve shape, and increase net salvage
from 4 percent to 10 percent as was proposed in FCG's 2022 Depreciation Study. Staff
believes these parameters are reasonable. Using these adjusted parameters produces an
ARL of 5.3 years and a remaining life depreciation rate of 6.3 percent for this account.

Account 3924 — Transportation Equipment — Trailers

The ASL, curve shape, and net salvage currently prescribed for this account is 12 years,
an L2 curve shape, and a 4 percent net salvage factor. The average age of this account is
13.8 years.

Due to the current age of the account, the Company proposes to extend the ASL of this
account to 20 years and to retain the L2 curve shape. The Company also proposes a slight
reduction to net salvage, from 4 percent to 0 percent net salvage. Due to there being no
recent salvage activity for this account, staff believes that retaining the currently-
approved 4 percent net salvage factor is most reasonable. The adjusted parameters are
then used to produce an ARL of 9.5 years and a remaining life depreciation rate of 1.8
percent for this account.

*Account 3930 — Stores Equipment

This account has an average age of 1.5 years. The Company proposes extending the
currently-approved 25-year amortization period to a 26-year amortization period to align
the amortization with CUC’s other natural gas business units. Staff believe this
adjustment is reasonable. This proposal results in a remaining amortization period of 25
years and a 3.8 percent amortization expense for subsequent vintages.

* Account 3940 — Tools, Shop, and Garage Equipment

This account has an average age of 8.2 years. The Company proposes retaining the
currently-approved |5-year amortization period. Absent any compelling argument to the
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35.
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37.

38.

contrary, staff believe this amortization period remains reasonable. The resulting
remaining amortization period is 6.8 years with a 6.7 percent amortization expense for
subsequent vintages.

Account 3941 — Natural Gas Vehicle Equipment

The ASL, curve shape, and net salvage factor currently prescribed for this account is 20
years, and an S4 curve shape, with 0 percent net salvage. The average age of this account
is 8.5 years.

The Company proposes to retain all the parameters listed above. These parameters were
also proposed in FCG’s 2022 Deprecation Study. Staff believes these parameters remain
reasonable. These parameters are then used to produce an ARL of 11.5 years and a
remaining life depreciation rate of 4.1 percent for this account.

*Account 3950 — Laboratory Equipment

This account has an average age of 0 years. The Company proposes retaining the
currently-approved 20-year amortization period. Staff believes this amortization period
remains reasonable. The remaining amortization period is then 20 years with a 5 percent
amortization expense for subsequent vintages.

Account 3960 — Power Operated Equipment

The ASL, curve shape, and net salvage factor currently prescribed for this account is 15
years, and an SQ curve shape, with a 10 percent net salvage factor. The average age of
this account is 6.6 years.

The Company proposes to retain all the parameters listed above, with the exception of the
curve shape, proposing an L2 curve instead of an SQ curve. The proposed L2 curve shape
is similar to the curve shape proposed in FCG’s 2022 Depreciation Study (L2.5).
Therefore, staff believes these parameters are reasonable. These parameters are then used
to produce an ARL of 9.1 years and a remaining life depreciation rate of 6.5 percent for
this account.

* Account 3970 — Communication Equipment

This account has an average age of 4.0 years. The Company proposes slightly extending
the currently-approved 12-year amortization period to a 13-year amortization period to
align the amortization with CUC’s other natural gas business units. Staff believe this
adjustment is reasonable. This results in a remaining amortization period of 9.0 years and
an 7.7 percent amortization expense for subsequent vintages.

* Account 3980 — Miscellaneous Equipment

This account has an average age of 5.7 years. The Company proposes reducing the
currently-approved 20-year amortization period to a 17-year amortization period to align
the amortization with CUC’s other natural gas business units. Staff believe this










