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SUPPLEMENTAL DIRECT TESTIMONY OF LANE KOLLEN 

 

Q. Please state your name and business address. 1 

A. My name is Lane Kollen.  My business address is J. Kennedy and Associates, Inc. 2 

("Kennedy and Associates"), 570 Colonial Park Drive, Suite 305, Roswell, Georgia 3 

30075. 4 

   5 

Q. What is the purpose of your supplemental testimony? 6 

A. The purpose of my supplemental testimony is to address and quantify the effects of 7 

the accelerated tax deduction for the remaining tax basis and the related reduction in 8 

the revenue requirement if the Mitchell Plant is retired in 2028 (Case 2) instead of in 9 

2041 (Case 1). 10 

 11 

Q. When the Mitchell Plant is retired, is there an accelerated tax benefit? 12 

A. Yes.  When the Mitchell Plant is retired, the remaining tax basis is deductible as an 13 

“abandonment loss” in the year of the retirement.  Effectively, the retirement 14 
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accelerates all future tax depreciation deductions into the year of the retirement if there 15 

is any remaining tax basis.   16 

After the abandonment loss deduction, the remaining tax basis will be $0.  17 

Similar to accelerated tax depreciation, the abandonment loss is a temporary 18 

difference, meaning that it results in a current tax deduction even though the remaining 19 

net book value is depreciated or amortized over a longer period for accounting and 20 

ratemaking purposes.   21 

There is no change in the net book value upon retirement, so the abandonment 22 

loss deduction temporary difference results in an incremental liability accumulated 23 

deferred income tax (“ADIT”) amount equal to the abandonment loss times the 24 

combined federal and state income tax rate. 25 

 26 

Q. Is the accelerated deduction of the remaining tax basis of the Mitchell Plant an 27 

economic benefit if it is retired in 2028 and not in 2041? 28 

A. Yes.  The abandonment loss results in a monetization (through a reduction in current 29 

income tax expense and income tax payable and an increase in deferred income tax 30 

expense and liability ADIT) of the remaining tax basis of the Mitchell Plant thirteen 31 

years before it otherwise would be fully monetized if it is retired in 2041.   32 

The additional ADIT is subtracted from the Mitchell Plant rate base and 33 

reduces the revenue requirement starting in 2028 and continuing through 2041 34 

compared to the retirement in 2041, albeit on a declining basis over that time period.  35 

The additional ADIT will reverse over the twelve years from 2029 through 2041 or 36 

longer, depending on the amortization period approved by the Commission for the 37 
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recovery of the remaining net book value.   38 

 39 

Q. Have you quantified the economic value of the abandonment loss if the Mitchell 40 

plant is retired in 2028 compared to 2041? 41 

Yes.  I estimate this economic value at $30.2 million on a net present value basis in 42 

2028 dollars.1  In a supplemental discovery response, after I filed my Direct 43 

Testimony, the Company finally provided the actual tax basis for the Mitchell Plant of 44 

$443.673 million at December 31, 2020.2  The Company claimed in a prior discovery 45 

response that it was unable to project what the tax basis will be at December 31, 2028.3  46 

Nevertheless, starting with the actual tax basis at December 31, 2020, I was able to 47 

estimate the tax basis of $274.655 million at December 31, 2028.  I assumed straight 48 

line tax depreciation and no plant additions or retirements for the eight years from 49 

January 1, 2021 through December 31, 2028 for this purpose.   50 

Although not as precise as if the Company had performed the calculations 51 

using its fixed asset software, this quantification is sufficiently accurate to provide a 52 

reasonable estimate of the effect of the abandonment loss deduction on the economics 53 

of Case 2 compared to Case 1. 54 

 55 

Q. What is your conclusion based on this quantification? 56 

                                                 
1 I have filed an Excel spreadsheet in live format with all formulas intact with the calculations of this 

amount in conjunction with my Supplemental Direct Testimony. 
2 Supplemental response to AG-KIUC 2-6 dated May 28, 2021.  I have attached a copy of this response 

as my Supplemental Exhibit___(LK-1). 
3 Response to AG-KIUC 1-27. 
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A. The retirement of the Mitchell Plant in 2028 is the economic choice.  In addition to the 57 

savings from correction of the errors and assumptions in Cases 1 and 2 that I addressed 58 

and quantified in my Direct Testimony, the abandonment loss tax savings from the 59 

retirement in 2028 demonstrates conclusively that the Commission should approve the 60 

projects included in the request for CPCN necessary for compliance with the CCR 61 

Rule, but should deny the projects necessary for compliance with the ELG Rule. 62 

 63 

Q. Do the results or your conclusion change depending on whether the Company 64 

records the remaining net book value as a regulatory asset or as a debit in 65 

accumulated depreciation? 66 

A. No.  Regardless of whether the Company records the remaining net book value as a 67 

regulatory asset or as a debit in accumulated depreciation, there is no net change on 68 

the asset side of the balance sheet and the liability ADIT related to the regulatory 69 

asset or the debit in accumulated depreciation is the same as the sum of the ADIT 70 

due to tax depreciation before the abandonment loss deduction and the ADIT due to 71 

the abandonment loss deduction. 72 

 73 

Q. Does this complete your testimony? 74 

A. Yes.  75 
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