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 11 

I. INTRODUCTION AND QUALIFICATIONS 12 

Q. Please state your name and business address. 13 

A. My name is John F. Wiedmayer.  My business address is 1010 Adams Avenue, 14 

Audubon, Pennsylvania. 15 

Q. By whom are you employed and in what capacity?   16 

A. I am employed by Gannett Fleming, Inc. as Project Manager of Depreciation 17 

Studies. 18 

Q. Please describe your education and work experience. 19 

A. Please see Appendix A. 20 

II. PURPOSE AND SCOPE 21 

Q. What is the purpose of your direct testimony in this proceeding? 22 

A. The purpose of my testimony is to present the result of a gas depreciation study I 23 

performed on behalf of Ameren Illinois Company d/b/a Ameren Illinois (“AIC,” 24 
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“Ameren Illinois” or “the Company”) in compliance with the Order issued by the Illinois 25 

Commerce Commission (“the ICC” or “the Commission”) on January 10, 2012, in 26 

Ameren Illinois’ most recent gas rate case, Docket No. 11-0282.  My testimony is offered 27 

in support of the gas plant depreciation study (“the Study”) and the gas plant depreciation 28 

study report (‘the Report”), which is entitled, “Depreciation Study – Calculated Annual 29 

Depreciation Accruals Related to Gas Plant at December 31, 2011” and is attached hereto 30 

as Ameren Exhibit 1.1.  My testimony will address (1) the methods and procedures I used 31 

in performing the Study; (2) the statistical analyses of service life and net salvage data I 32 

performed; (3) my estimates of survivor curves and net salvage percentages; (4) my 33 

calculation of remaining life depreciation accrual rates; and (5) several examples of the 34 

manner in which the Study results are presented in the Report.  35 

Q. What is the purpose of the Study? 36 

A. The purpose of the depreciation study is to determine the annual remaining life 37 

depreciation accrual rates applicable to AIC’s gas plant as of December 31, 2011. 38 

 Q. Please define the concept of depreciation. 39 

A. Depreciation refers to the loss in service value not restored by current 40 

maintenance, incurred in connection with the consumption or prospective retirement of 41 

utility plant in the course of service from causes that can be reasonably anticipated or 42 

contemplated, and against which a company is not protected by insurance.  Among the 43 

causes to consider are wear and tear, decay, action of the elements, inadequacy, 44 

obsolescence, changes in the art, changes in demand and the requirements of public 45 

authorities. 46 
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Q. What is the basis of the depreciation rates currently being used by the 47 

Company? 48 

A. The current gas depreciation rates were placed into effect January 1, 2010, to 49 

correspond with the merger of the three Ameren Illinois legacy utilities (AmerenIP, 50 

AmerenCILCO and AmerenCIPS). In 2010, Ameren Illinois requested the Commission 51 

approve a depreciation rate blended by plant account and based on a dollar-weighted 52 

average of the depreciation rates used by the legacy companies.  These rates were 53 

approved by the Commission for the use of establishing gas depreciation expense in 54 

Ameren Illinois’ most recent gas rate case, Docket No. 11-0282.  As indicated above, the 55 

gas depreciation rates currently in effect are largely based on the depreciation parameters 56 

set forth in the depreciation studies conducted by and for the three legacy Ameren Illinois 57 

gas utility companies.1      58 

Q. Do you see a need to revise the Company’s existing gas depreciation rates at 59 

this time? 60 

A. Yes.  Revisions to the Company’s gas depreciation rates are necessary to ensure 61 

that rates adequately reflect current information and recent changes experienced by the 62 

Company in relation to average service lives and net salvage for gas plant.  Remaining 63 

life accrual rates are not intended to remain unchanged for an extended period of time.  64 

While based upon my review the overall composite rate has not changed (steady at 1.59) 65 

since the studies resulting in the current rates, the composite rates for the four functional 66 

plant account groups and individual plant accounts have changed.  A table on Page I-5 of 67 

Ameren Exhibit 1.1 presents a comparison between the existing composite functional 68 

                                                   
1These studies were submitted to the ICC in 2007 and approved in Docket Nos. 07-0585 – 07-0590 (cons). 
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plant accrual rates and the proposed functional plant accrual rates.  Depreciation rates by 69 

plant account are presented on Page III-4 and Page III-5 of Ameren Exhibit 1.1. 70 

Q. Are you sponsoring any exhibits with your direct testimony? 71 

A.   Yes, attached to this testimony as Ameren Exhibit 1.1 is a document containing 72 

the results of the Study.  This Exhibit contains Schedule 1, which sets forth the proposed 73 

depreciation parameters and related remaining life depreciation rates and accruals as of 74 

December 31, 2011.  75 

III. OUTLINE OF DEPRECIATION STUDY REPORT 76 

 Q. Does Ameren Exhibit 1.1 accurately portray the results of your depreciation 77 

study as of December 31, 2011? 78 

A. Yes. 79 

Q. In preparing the Study, did you follow generally accepted practices in the 80 

field of depreciation? 81 

A. Yes. 82 

Q. Please describe the contents of your Report. 83 

A. The depreciation study report consists of three parts.  Part I, Introduction, includes 84 

brief descriptions of the basis of the Study and a summary of the Study results.  Part II, 85 

Methods Used in the Estimation of Depreciation, presents detailed discussions of 86 

survivor curves, methods of life analysis - including an example of the retirement rate 87 

method, and group procedures for calculating annual and accrued depreciation.  Part III, 88 

Results of Study, includes a qualification and description of the results, and summaries of 89 

the detailed depreciation calculations.  Attached to the Report are also Appendices A and 90 
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B, which include graphs and tables relating to the service life analyses and detailed 91 

depreciation calculations performed in conjunction with the Study.  Appendix A also 92 

presents the results of the retirement rate analyses prepared as the historical bases for the 93 

service life estimates.  Appendix B presents the detailed depreciation calculations related 94 

to surviving original cost as of December 31, 2011.  The detailed depreciation 95 

calculations present the annual remaining life depreciation accrual amounts by account 96 

and vintage year.  The composite remaining life annual accrual rate is also set forth in the 97 

tables found in Appendix B.  98 

Q. Please summarize your recommendations. 99 

A. I recommend that the Commission approve the annual gas plant depreciation 100 

accrual rates presented in Schedule 1 of Ameren Exhibit 1.1, shown at Page III-4 and 101 

Page III-5 of the Report.  These recommended rates are based on standard professional 102 

and industry practices, using estimates of survivor curves and net salvage percents.  103 

These estimates are based on informed judgment, which incorporates statistical analyses 104 

of historical retirement data, field reviews of the property, discussions with management 105 

regarding the outlook for plant, and a review of the estimates made for other gas utilities. 106 

IV. METHODS AND PROCEDURES USED IN THE STUDY 107 

Q. What was the basis for determining the annual depreciation related to gas 108 

plant as of December 31, 2011? 109 

A. I prepared a study of service life and net salvage that incorporated available 110 

historical data through 2011.  The survivor curve and net salvage estimates resulting from 111 

the Study are the bases of the calculated annual and accrued depreciation as of December 112 

31, 2011.  The straight line method and the average remaining life basis using survivor 113 
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curve and net salvage estimates and attained ages were applied by depreciable group to 114 

gas plant as of December 31, 2011 to calculate depreciation.  Use of the remaining life 115 

basis recognizes the current status of the accumulated provision for depreciation and aims 116 

to allocate the previously unallocated service value over the account’s remaining life.  117 

The term “service value” means the difference between original cost and net salvage 118 

value of gas plant. 119 

Q. Please outline the steps you took to perform the Study. 120 

A. I reviewed the available sources of data and discussed past causes of retirement 121 

and the outlook for future retirements with the AIC’s engineering management.  I 122 

specified the data to be extracted and coded for the historical analyses, supervised the 123 

statistical analyses of such data, and calculated depreciation. 124 

Q. Briefly describe the steps you took to conduct the service life and net salvage 125 

study. 126 

A. I assembled and compiled historical data from the continuing property and other 127 

records of AIC (including the legacy gas operations); I analyzed the data to obtain 128 

historical trends of survivor and salvage characteristics; I obtained supplementary 129 

information from AIC’s management and operating personnel concerning past practices 130 

and future plans as such practices relate to plant operations; I visited representative gas 131 

facilities to gain a further understanding of the nature and function of the gas operations 132 

and to observe the condition of the equipment in service; and I selected appropriate 133 

survivor curves and net salvage percents. 134 
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V. STATISTICAL ANALYSES OF DATA 135 

Q. What historical data did you analyze for the purpose of estimating the 136 

service lives and net salvage characteristics of AIC’s gas plant? 137 

A. The service life data consisted of entries made by the legacy companies to record 138 

gas plant transactions from the earliest available year through 2011.  For most plant 139 

accounts, the unaged plant accounting data for AmerenCILCO comprised the period 1913 140 

through 2009 and the period 1938 through 2009 for AmerenIP.  Aged plant accounting 141 

data through 2009 were available for all three legacy companies in the year following 142 

their respective acquisition by Ameren.  Aged plant accounting data were available for 143 

the years 1998 through 2009 for AmerenCIPS.  Aged plant accounting data were 144 

available for the years 2004 through 2009 for AmerenCILCO.  Aged plant accounting 145 

data were available for the years 2005 through 2009 for AmerenIP.  The plant accounting 146 

data for AIC in 2010 and 2011 (essentially following the merger) included combined data 147 

for the three legacy companies.  The transactions included additions, retirements, 148 

transfers, acquisitions and the related balances.  I classified data by depreciable group, 149 

type of transaction and the year in which the transaction took place. 150 

The net salvage data consisted of the entries to accumulated depreciation.  The 151 

transactions included retirements, cost of removal and gross salvage.  The availability of 152 

net salvage data varied among the legacy companies.  For most AmerenCILCO plant 153 

accounts, the net salvage data covered the period 1999-2009.  For most AmerenCIPS 154 

plant accounts, the net salvage data covered the period 1998-2009.  For most AmerenIP 155 

plant accounts, the net salvage data covered the period 2005-2009.  Net salvage data for 156 

2010 and 2011 were maintained in total for AIC and included in the historical net salvage 157 
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database and analyses.  The period of years available for the net salvage analyses were 158 

relatively short. For this reason, I concluded that such data, in and of itself, was 159 

inappropriate for accurately forecasting future net salvage of AIC as a stand-alone entity.  160 

The results of the net salvage analyses were not consistent with management outlook and 161 

industry norms for a majority of the accounts.  Therefore, I relied on net salvage 162 

estimates that were based on net salvage studies that Gannett Fleming has performed for 163 

other gas companies including Union Electric Company d/b/a AmerenUE (now d/b/a 164 

Ameren Missouri).  The net salvage parameters that I have estimated are considered to be 165 

within a reasonable range of comparable estimates for other gas utilities with similar 166 

property. 167 

Q. What method did you use to analyze the service life data? 168 

A. I used the retirement rate method.  That method is the most appropriate when 169 

aged retirement data are available, because it develops the average rates of retirement 170 

actually experienced during the period of study.  Other methods of life analysis infer the 171 

rates of retirement based on a selected type survivor curve.  The computed mortality 172 

method was used to simulate aged retirement data.  The retirement rate method and the 173 

computed mortality method are described in Part II of the Report. 174 

Q. Please describe how you used the retirement rate method to analyze the 175 

legacy gas companies’ service life data. 176 

A. Each retirement rate analysis resulted in a life table which, when plotted, formed 177 

an original survivor curve.  Each original survivor curve, as plotted from the life table, 178 

represents the average survivor pattern experienced by the several vintage groups during 179 

the experience band studied.  The survivor patterns do not necessarily describe the life 180 



Ameren Exhibit 1.0 
Page 9 of 19 

characteristics of the property group; therefore, interpretation of the original curves is 181 

required in order to use them as valid considerations in service life estimation.  Iowa-type 182 

survivor curves were used in these interpretations. 183 

Q.  Please explain briefly what an “Iowa-type survivor curve” is and how you 184 

use it in estimating service life characteristics for each depreciable group. 185 

A. Iowa-type curves are a widely used group of survivor curves that contain the 186 

range of survivor characteristics usually experienced by utility and other industrial 187 

properties.  The Iowa curves were developed at the Iowa State College Engineering 188 

Experiment Station through an extensive process of observation and classification of the 189 

ages at which industrial property had been retired. 190 

Iowa-type curves are used to smooth and extrapolate original survivor curves 191 

determined by the retirement rate method.  The Iowa curves were used in this study to 192 

describe the forecasted rates of retirement based on the observed rates of retirement and 193 

the outlook for future retirements. 194 

The estimated survivor curve designations for each depreciable group indicate the 195 

average service life, the family within the Iowa system and the relative height of the 196 

mode.  For example, the Iowa 50-R3 indicates an average service life of fifty years for 197 

the depreciable group; a Right, or R, type curve (i.e., the mode occurs to the right of or 198 

after average life for right modal curves); and a relatively medium height, 3, for the mode 199 

(possible modes for R type curves range from 0.5 to 5). 200 

Q. What method of analysis was used in the study of net salvage? 201 

A. The method of analysis for net salvage consisted of expressing annual amounts of 202 

gross salvage and cost of removal as percentages of the related retirement amounts.  The 203 
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annual amounts and percents were smoothed through the use of a three-year moving 204 

average.  The most recent five-year average also was computed.  Although the net 205 

salvage analyses were performed, the indications were not consistent with management 206 

outlook and industry norms.  The number of years available to analyze was not sufficient 207 

and therefore I did not rely upon the indications for most accounts. 208 

VI. SURVIVOR CURVE AND NET SALVAGE ESTIMATES 209 

Q. What were the bases for your estimates of survivor curves and net salvage? 210 

A. The survivor curve and net salvage estimates were based on my judgment, which 211 

incorporated the analyses of historical data, the previously approved survivor curve and 212 

net salvage estimates, a review of utility policies and outlook with the AIC’s engineering 213 

management, and comparisons of survivor curve and net salvage estimates from studies 214 

of other gas utilities. 215 

Q. Are the factors you considered in the estimation of survivor curve and net 216 

salvage percents presented in the Report? 217 

A. Yes.  The factors I considered in estimating survivor curves and net salvage 218 

percents are set forth in Part II of the Report. 219 

VII. CALCULATION OF DEPRECIATION 220 

Q. What method of depreciation did you use to calculate the annual 221 

depreciation as of December 31, 2011? 222 

A. I used the straight line method, average service procedure and remaining life basis 223 

to calculate the annual and accrued depreciation. 224 

Q. Why is this method and procedure appropriate for AIC’s gas operations? 225 
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A. The straight line method is used throughout the regulated utility industry to 226 

describe the loss in service value of utility property.  The average service life procedure is 227 

widely used throughout the gas industry and has been previously approved for the AIC’s 228 

gas operations by the Commission. 229 

Q. Please describe the average service life procedure. 230 

A. A group procedure is appropriate when considering more than a single item of 231 

property.  Normally the items within a group do not have identical lives, but have lives 232 

that are dispersed over a range of time.  In the average service life procedure, a constant 233 

accrual rate based on the average life of all property in the group is applied to the 234 

surviving property.  The accrued depreciation is based on the average service life of the 235 

group and the average remaining life of each vintage within the group.  The average 236 

remaining life for each vintage is derived from the area under the survivor curve between 237 

the attained age of the vintage and the maximum age. 238 

Q. Please describe the straight line remaining life method of depreciation. 239 

A. The straight line remaining life method of depreciation allocates the original cost 240 

of the property, less accumulated depreciation, less future net salvage, in equal amounts 241 

to each year of remaining service life.  Remaining life accrual rates are designed to 242 

increase or decrease based on the standing of the book reserve in relation to the 243 

theoretical reserve.  If past levels of depreciation were too high, the remaining life rate 244 

will adjust downward and vice versa if past levels of depreciation were too low.  The 245 

proper application of remaining life accrual rates will ensure complete capital recovery of 246 

gas plant, no more or no less. 247 
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Q. Did you calculate the annual depreciation rates and accrued depreciation 248 

amounts? 249 

A. Yes, the annual and accrued depreciation calculations summarized in Part III of 250 

the Report and detailed in Appendix B were prepared under my supervision. 251 

VIII. EXAMPLES OF PRESENTATION 252 

Q. Please illustrate the procedure followed in the Study and the manner in 253 

which it is presented in the Report using an account as an example. 254 

A. I will use AIC’s Account 380, Services, to illustrate the manner in which the 255 

Study was conducted.  As the initial step of the service life study, plant accounting data 256 

were compiled for the years 1938 through 2011.  These data have been coded in the 257 

course of AIC’s normal recordkeeping according to: 1) account or property group; 2) 258 

type of transaction; and 3) year in which the transaction took place.  Unaged data were 259 

aged using the computed mortality method.  The simulated aged retirements and balances 260 

were analyzed by the retirement rate method.  The survivor curve estimate is based on the 261 

statistical analysis for the period 1938-2011.  The original and smooth survivor curves are 262 

plotted on Page A-52 of Appendix A in the Report.  The original life table for the 1938-263 

2011 experience band is set forth on Pages A-53 through A-54. 264 

The calculation of annual depreciation for the original cost of services at 265 

December 31, 2011 is presented by vintage, on pages B-41 through B-42 in the Report.  266 

The accrued depreciation was calculated by the average service life procedure using the 267 

Iowa 48-R1 survivor curve. 268 

 The total depreciation accrual shown on page B-42 of the Report was brought 269 

forward to Column 7 of Schedule 1, titled, “Annual Accrual Amount”, on Page III-4.  270 
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The book reserve at the account level was allocated to the vintage level in proportion to 271 

the calculated accrued depreciation, a.k.a., the theoretical reserve.  The calculated 272 

accrued depreciation amounts are set forth on the tables in Appendix B by account and 273 

vintage. 274 

Q. Did the gas depreciation study described herein result in proposed material 275 

changes in AIC’s composite gas depreciation rate?  276 

A. No.  In total, the proposed overall composite depreciation rate is 1.59 percent, 277 

which is the same as the existing overall composite rate.  However, as described below, 278 

there were some individual accounts that experienced a material change in depreciation 279 

rates. The changes for these accounts were nearly offsetting and the resulting, overall 280 

change in annual depreciation expense was minimal.  The overall impact on annual 281 

depreciation expense was a decrease of $29,315, a 0.09 percent decrease.  On the 282 

following pages, I will provide an explanation for the decrease in depreciation for two 283 

plant accounts and also an explanation for the increase in depreciation for two plant 284 

accounts.  The reasons for the comparative increases and decreases to depreciation 285 

expense at the plant account level are illustrated below and are the reasons, in general, for 286 

the changes in the other plant accounts as well.  287 

Q. Which two accounts experienced the largest decreases in depreciation?  288 

A. Account 376, Mains, and Account 380, Services, experienced the largest dollar 289 

decreases of all accounts.  The decrease for Account 376 was $60,860 and the decrease 290 

for Account 380 was $1,382,745.   291 
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Q. What are the primary reasons for the reduction in depreciation related to 292 

these two accounts?   293 

A. The primary reason is the lengthening of the average service lives estimated for 294 

each account.  Each year, plastic mains and services comprise a larger portion of the total 295 

for each account.  Plastic mains and services were initially installed in the early 1970’s, 296 

so the Company has yet to complete a full life cycle for even the earliest installed mains 297 

and services.  However, plastic mains and services have had a favorable experience 298 

within the gas industry and plastic has become the predominant material used for 299 

distribution mains and services. 300 

 For Account 376, Mains, the existing average service life estimate was 55 years 301 

compared with the proposed average service life estimate of 60 years.  The increase in 302 

service life has reduced the depreciation rate.  Offsetting some of the decrease to 303 

depreciation for Account 376 was the increase in the negative net salvage estimate from 304 

approximately negative 15 percent to negative 20 percent based on Company experience 305 

during the period 1999-2011. 306 

For Account 380, Services, the proposed average service life increased compared 307 

to the existing estimate.  The proposed average service life estimate is 48 years for 308 

Account 380, Services.  In the 2007 depreciation studies, the average service lives used 309 

ranged from 36 to 50 years, with a composite average of 45 years.  Also, the proposed 310 

negative net salvage estimate decreased from approximately negative 23 percent to 311 

negative 20 percent.  This change in net salvage estimates also decreased the proposed 312 

depreciation rate for Account 380, Services. 313 

Q. Which two accounts experienced the largest increases in depreciation?  314 
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A. The two accounts that experienced the largest increases were Account 381, 315 

Meters and Account 396, Power Operated Equipment. Account 381 experienced an 316 

increase of $392,777 and Account 396 experienced an increase of $328,009 in annual 317 

depreciation expense. 318 

Q. What are the primary reasons for the increase in depreciation related to 319 

these two accounts?   320 

A. For Account 381, Meters, the service life indication was 36 years based on an 321 

updated service life analyses of plant accounting data through 2011.  36 years is a slight 322 

reduction in the service life and this contributes to an increase in depreciation for the 323 

account.  In the 2007 depreciation studies, the average service lives ranged from 36 to 40 324 

years for the three legacy companies, with an average of approximately 38 years. Since 325 

2006, the Company has been installing Automated Metering Reading (“AMR”) devices 326 

to its gas meters.  The installations of the AMR devices were not compatible with 40,000 327 

of the 400,000 AMR equipped meters and were retired.  Nearly half of the existing gas 328 

meters are not equipped with AMR devices.   329 

Currently, the Company is considering installing Automated Metering 330 

Infrastructure (“AMI”) gas meters in the near future. The AMI implementation would 331 

have a similar impact on gas meters in that there would be certain models of gas meters 332 

that would not be retrofitted with an AMI module.  Additionally, 94 percent of the 333 

surviving meter investment is 40 years old or less as the Company generally attempts to 334 

replace older, more problematic meters.  Meters brought in to the meter shop for testing 335 

or for any other reason that are older than 30 years are generally retired. The 36 year 336 
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average service life is consistent with management plans and outlook and within the 337 

typical range of service life estimates used by other gas utilities. 338 

For Account 396, Power Operated Equipment, the increase in depreciation 339 

expense is attributable in part to the decrease in service life.  The proposed service life is 340 

16 years compared to an existing average service life of approximately 17 years.  In the 341 

2007 depreciation studies, the average service lives ranged from 12 to 18 years for the 342 

three legacy companies and averaged 16.9 years.  In addition, plant additions have been 343 

significant during the past 5 years.  Over 40 percent of the surviving balance at year-end 344 

2011 is 5 years old or less.  This has the effect of decreasing the remaining life 345 

adjustment, which in the prior study was a reduction. Therefore, less of a reduction in the 346 

2011 study results in an increase to depreciation for this account. 347 

Q. Are there any other issues that you would like to discuss?   348 

A. Yes, there are.  Remaining life rates, in addition to being affected by changes in 349 

the survivor curve and net salvage estimates, are also affected by changes in the standing 350 

of the book reserve in comparison with the theoretical reserve.  Remaining life rates are 351 

designed to recover the undepreciated portion of an asset’s service value over its 352 

remaining life.  A characteristic of remaining life rates is that they increase when past 353 

accruals have been too low and decrease when past accruals have been too high.  354 

Remaining life rates act much like a thermostat.  A thermostat is part of a dynamic 355 

system (i.e., a home heating system) with closed feedback loop.  The thermostat monitors 356 

the room temperature and creates feedback, in the form of electrical signals, when the 357 

temperature rises above or falls below the desired temperature. Remaining life rates have 358 

a similar closed feedback loop since the remaining life rate formula monitors how much 359 
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depreciation has been already been recovered and adjust the rates up or down 360 

accordingly, while whole life rates do not.  361 

For example, assume a vehicle was purchased for $20,000 and had an expected 362 

service life of 10 years.  Assume salvage is zero. The initial remaining life depreciation 363 

rate at age zero is 10.00 percent and the depreciation accrual is $2,000 per year.  This is 364 

the same rate and accrual amounts if whole life rates were used during the vehicle’s first 365 

five years of service.  Assume after 5 years, a new service life and net salvage study is 366 

performed and the life estimate for the vehicle is revised to 9 years instead of 10 years. 367 

Using whole life accrual rates, the new accrual rate, which does not consider the level of 368 

past depreciation recoveries, would be 11.11 percent and the depreciation accrual would 369 

be $2,222.22 per year.  After an additional 4 years (years 6-9), you would have collected 370 

$8,889 or a total of $18,889 over nine years, leaving capital recovery on the asset short 371 

by $1,111 at the time of the vehicle’s retirement using whole life rates.  This is not the 372 

appropriate recovery and it is a shortcoming of whole life rates.  373 

Using remaining life rates at age 5, the undepreciated cost of the vehicle, i.e., 374 

$10,000, would be depreciated over the asset’s remaining life of 4 years.  The remaining 375 

life accrual rate would be 12.50 percent and the depreciation accrual would be $2,500 per 376 

year.  Therefore, in comparing the initial remaining life rate of 10.00 percent with the 377 

revised remaining life rate of 12.50 percent, a portion of the increase is due to the 378 

shortening of the service life from 10 years to 9 years.  Another portion of the change in 379 

the remaining life rate (i.e., 12.50% vs. 10.00%), which I will call the remaining life 380 

adjustment, is due to the under-recovery in depreciation during the asset’s first five years 381 

of service.  The under-recovery after 5 years is $1,111 which will be recovered 382 
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prospectively over the asset’s remaining life resulting in an additional $278 per year 383 

being charged to depreciation. 384 

The same is true for AIC.  The remaining life adjustment affects all plant accounts 385 

to varying degrees.  Using remaining life rates, it is common to see changes in the accrual 386 

rates even when the depreciation parameters remain unchanged.  The changing 387 

investment mix within an account and the standing of the book reserve in relation to the 388 

theoretical reserve are reasons why remaining life rates can change even though the 389 

depreciation parameters remain the same.  Therefore, it is usually a combination of 390 

variables and not just changes to the depreciation parameters that cause remaining life 391 

rates to change. 392 

To illustrate this point, I will describe the depreciation rate impact related to 393 

Account 356, Purification Equipment.  The existing rate for Account 356 is 1.80 percent 394 

compared with the proposed rate of 2.13 percent. For Account 356, Purification 395 

Equipment, plant additions have been substantial during the past 5 years.  The plant 396 

balance in this account has nearly doubled over this time period. Some of the major 397 

recent projects included the installations of Hydrogen Sulfide (“H2S”) removal facilities 398 

at Glasford and Hillsboro storage fields. Also, dehydration equipment was added at the 399 

Freeburg storage field.  The plant balance in this account increased from $18.2 million at 400 

year-end 2006 to $35.1 million at year-end 2011.  The depreciation parameters for this 401 

account are relatively the same as the previous study.  Therefore, the increase in 402 

remaining life depreciation rates is caused by the substantial recent plant additions, which 403 

result in the remaining life adjustment being less than the prior study indicated.  In other 404 
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words, the reduction to depreciation related to the remaining life adjustment is less in the 405 

2011 study, which results in an increase.  406 

IX. CONCLUSION 407 

Q. Does this conclude your direct testimony? 408 

A. Yes it does.409 
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STATEMENT OF QUALIFICATIONS OF JOHN F. WIEDMAYER, CDP 

Project Manager, Depreciation Studies 

Gannett Fleming, Inc. 

 
EDUCATION 
 
Mr. Wiedmayer graduated from Lafayette College in 1986 with a Bachelor of Arts Degree in 
Engineering.  His studies concentrated on Industrial Engineering and Management with a minor in 
Economics and Business. Mr. Wiedmayer also earned a Masters in Business Administration from the 
Pennsylvania State University. 
 
Mr. Wiedmayer's technical education in depreciation has included formal instructional programs 
offered by Depreciation Programs, Inc., in cooperation with Western Michigan University.  Courses 
successfully completed include "Techniques of Life Analysis", "Techniques of Salvage and Depreci-
ation Analysis", "Forecasting Life and Salvage", "Modeling and Life Analysis Using Simulation 
Techniques", and "Managing a Depreciation Study." 
 
Mr. Wiedmayer was awarded the professional designation “Certified Depreciation Professional” 
(CDP) by the Society of Depreciation Professionals.  The designation is based upon education, 
experience and the successful completion of a comprehensive examination. 
 
PROFESSIONAL ASSOCIATIONS AND CERTIFICATIONS 
 
Society of Depreciation Professionals (President in 2005), 
National Society of Professional Engineers,  
Pennsylvania Society of Professional Engineers 
Certified Depreciation Professional (C.D.P.) 
 
FACULTY 
 
Mr. Wiedmayer was an instructor of several depreciation courses attended by staff members of public 
utility commissions, utility companies and consultants sponsored by the Society of Depreciation 
Professionals at the Society’s Annual Meeting.  Courses taught by Mr. Wiedmayer included “Salvage 
Concepts”, “Depreciation Models” and “Data Requirements for Conducting a Depreciation Study” 
 
PROFESSIONAL EXPERIENCE 
 
Mr. Wiedmayer joined the firm in 1986.   As Project Manager of Depreciation Studies he directs the 
assembly of basic data required for depreciation studies, conducts statistical analyses of service life 
and salvage data, performs field reviews, estimates service life and net salvage and calculates annual 
and accrued depreciation.  Mr. Wiedmayer also participates in valuation studies involving 
determinations of reproduction cost, present worth and in property inspections for the purposes of 
verifying records and certifying physical condition.  He provides support for the work performed 
under his direction through expert testimony.  Mr. Wiedmayer has conducted over several hundred 
depreciation study assignments throughout his career and has testified on depreciation matters before 
the Illinois Commerce Commission, the Kentucky Public Service Commission (PSC), the Arizona 
Corporation Commission, the Missouri PSC, the Pennsylvania Public Utility Commission, the Utah 
PSC, the Federal Energy Regulatory Commission, the Nova Scotia Utility and Review Board, and the 
Board of Commissioners of Public Utilities of Newfoundland and Labrador. 


