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PRP – Pipe Replacement Program
In recent final order, the PRP program will only be considered prospectively (capped at $28M per year under the rider).  In fiscal 2018, they spent $45M (increasing each year). It should be completed around 2027.  At October 2017, there was 121.3 miles out of 350 miles of distribution bare steel left to replace.  There is approximately 4,019 total miles of distribution pipe on the system. There is approximately 185 miles of transmission pipe on the system.
Background on PRP
Approved by KPSC in 2010 (started June 2011).  Program will replace all bare steel pipe that does not have coating or wrapped pipe with bare joints, hot tar coated, field applied coatings, etc. Over a 15 year program including mains and services attached, replacing meter sets, replacing or retiring regulator stations.  This has been extended to 2027 by the Commission recently.  When transmission is replaced under this program it is moved from a transmission asset to a high pressure distribution asset.   In the distribution function the low pressure is replaced with IP pipe (bare steel being replaced with plastic).   In first year, replaced around $3.75 million on replacement (mostly distribution) of bare steel 216K of 3.75 m in project was retirement $.  In 2012, spent $17.3 million, around $8.6million was in transmission and $8.7 million was in distribution.  In 2013 and forward, Company has continued to increase its CapEx spending.   
Storage
There are 5 storage fields, all old gas wells, with around 49 wells between the 5 fields.  One well, Bon Harbor, was retired in 2009 or 2010. In 2017, 3 more wells plugged (risk based – surrounding neighborhoods encroached on wells and not the best wells).   Plugged one well at Grand View in 2017.  Abandoned 2 others and Kirkwood Springs in 2016 (integrity issues).  Reduction in well count was due to integrity issues.  Compression – there are 3 compressors – all reciprocating engines.  Retired compressor at Bon Harbor (nearing end of life – installed in 1965 and retired in 2020 - but operational decision).  Company will provide count of wells and cost to decommission a well.

351 Structures – Pretty consistent like “pole barns” with aluminum siding – may want to run all subaccounts together for life.  Most buildings are fairly old.  A few fences have been replaced in recent years (e.g. Bon Harbor and maybe Hickory).  60 years is a reasonable life for structures in general.  
352 Wells – One well, Bon Harbor, was retired in 2009 or 2010. In 2017, 3 more wells plugged (risk based – surrounding neighborhoods encroached on wells and not the best wells).   Plugged one well at Grand View in 2017.  Abandoned 2 others in Kirkwood Springs in 2016 (integrity issues).  Had to plug and concrete, which is maybe $25-30K in cost to close.  They have 49 wells.  We should apply the cost to close a well to the 49 wells.   Plugging a well cost between $20k and 25k (putting bridge at bottom of well and fill with cement – clearing to 3 feet below grade.  They also file an affidavit to confirm plugging).  Most wells are fairly old.  Most wells have had the well heads replaced (started in 2009). 67 years for this account is reasonable.  The casing and original drilling is 50+ years old on average.  The well heads replaced since 2009 should last 50-60 years or more.
352 – Cushion Gas – should have the same life as the wells.
353 Field Lines – there has been little work on these – from wells to dehydration plant.  They must be treated in the same way as transmission steel mains.   These should have the same life as steel transmission mains.
354 Compressor Station Equipment – Overhaul of compressors are capital.  Gross salvage was related to the sale of land the assets were on ($14,000 was gross salvage related to land sale connected with transmission) should be removed as atypical.  $2,500 in gross salvage may have been coded incorrectly – related to retirement of dehydration plant (356).  They will be retiring one compressor in 2019 – around 54 years old at retirement (Bon Harbor).  Around 55 years is a reasonable life (with appropriate overhauls and maintenance) for compressors.  Generally, overhauls will occur every 10-20 years.  One driver of retirements is when parts are no longer available.  
355 Measuring and Regulating – See other M&R accounts – handled the same as M&R in other functions (more comparable to Town Border Stations).   
[bookmark: _Hlk68191160]356 Purification Equipment – Have 4 dehydration plants.  Plants consist of dehy plants, tanks and piping.  Replaced 2 dehy units in 2013 (units were 50 years old at retirement).  Replacing contacters in 2019 at Hickory and Grandview storage fields.  The corrosive environment within the units causes the replacement in most cases.  

Transmission
365 Land rights (75) - Little has been released in recent years.  Land rights are generally owned as long as assets are on the ROW.  
[bookmark: _Hlk68192952]366 Measuring and Regulating Station Structure (58) - Buildings are generally little metal buildings/canopies (for charts, etc.).  50 years would be a reasonable life for these buildings – anything beyond 60 would be out of the range of reasonableness for these buildings; fencing will not last that long (maybe 25-30 years).  When the equipment inside a building is upgraded, if the building is old, they would likely replace the building as well.  There may be a slight disconnect between the physical retirement and reporting the retirement to accounting.  The 2008 retirement projects are $14K in salvage for the sale of 11.5 acres of land which included a building – the proceeds were allocated in part to the building – one of a kind event that should be excluded from the analysis.  $14.5 RC is retirement of building (14th and Kentucky – Paducah) took brick building down – atypical to have a large (25x25) brick building in this account.  There have been a couple station replacements in the last couple years.  
367 Mains (70) - Any steel put in the ground now will only be high pressure steel pipe classified as distribution.   Less than 25% of the transmission pipe will be replaced and moved to distribution under the PRP program.  Earliest transmission pipe, still in the ground, is from the late 1950s or 1960s.   No bare steel is left on the transmission system.  They would expect at least a 65 year life for transmission mains.  There were a couple times where transmission pipe had to be pulled out of right of way in order to do the replacement in the last few years (2013-2014).  They would not expect that to happen on a normal basis.  
[bookmark: _Hlk68190498]369 Measuring and Regulating Stations (50) - Earliest generation regulators were replaced at 60-70 years old (Jet stream), the next generation (Axial flow) 40-50 year old at retirement.  Mooney is more current generation (30-40 years old expectation at retirement based on technology.  Technology has significantly changed in the last 15 years.  Axial flow regulators had some operational concerns and are actively being replaced.  The technology changes going on now would drive future lives to be shorter and available dollars make changes more available.  Some electronic control equipment is expected to have a shorter life.  Heaters/boilers would have a less than 50 year life expectation.  Odorizers - old are bypass, new are injection.  Electronics of injection odorizers is a RTU (Flow Computer).  Would expect a shorter life for this account based on technology change, more electronics and the shorter life realized for regulators.  They don’t believe there will be any 50-60 year old stations in the future.  Eventually, they expect station equipment (except for piping and site work) to be replaced at closer to 35-40 years.  In the last 5-7 years, there has been an increased focus on replacing and maintaining assets.  Historically, assets may not have been replaced as timely in the past.  Account 369, 378 and 379 all have similar assets with few differences.  There are some coding issues between 369, 378 and 379 due to shifting definitions between transmission and distribution.  There have been a couple station replacements in the last couple years.  Should run the 3 accounts together and use the composite life for all three.
  
Distribution Plant
374 Land rights 
375 Structures and Improvements (66) – There is little difference between transmission and distribution for this account.  More stations so may have better sample than transmission.  Historically, there may be some disconnect between the physical retirement and the recording of the retirement by accounting.  That process has been improved in the last several years.  
[bookmark: _Hlk68706175]376 Mains (70) – There is approximately 2,234 miles of coated steel, 121.3 miles of bare steel, 1,616.2 of plastic, which is approximately 49%.  Most pipe is in public easements.  Road moves trigger a number of retirements and they expect it to stay at the increased levels of the last few years.  Plastic pipe was not installed in large measure until the early 1980s.  Except for the HP distribution moving from transmission in PRP project, all new pipe (with few exceptions) will be plastic.  There are also some low-pressure systems that being the focus of retirement.  Anodes should last 15-18 years.  20 years is still reasonable for anodes.  Expect the ground bed rectifiers to last a little longer – maybe 20 -25 years.  Company has split anodes and leak clamps into additional amortized accounts and leave the CP “00” as a 20 year depreciated account.  Protected steel will last maybe 65 to 70 years or longer.  Although they have not experienced a full lifecycle, they would expect the life of plastic to be similar to the coated, protected steel.  Everything installed after 1957 had CP on the pipe.  
378 Measuring and Regulating Station Equip (General) (50)– There is some electronics but not as much as city gates.  They are less likely than city gate stations to have odorization but some do.  DRS are occasionally more impacted by growth (relocations, capacity changes, etc.) than the other M&R stations.  The majority of the retirements are related to the removal of low-pressure reg stations.  They are targeting the removal of all low-pressure piping and stations by 2022. They retired 10 low-pressure DRS in 2020. Otherwise, Account 369, 378 and 379 all have similar assets with few differences.  There are some coding issues between 369, 378 and 379 due to shifting definitions between transmission and distribution.  Should run the 3 accounts together and use the composite life for all three.  
379 Measuring and Regulating Station Equip (City Gates) (50) - The electronics in large city gate stations have a much shorter life than other equipment in the account.  Nearly all city gates will have odorization.  Account 369, 378 and 379 all have similar assets with few differences.  There are some coding issues between 369, 378 and 379 due to shifting definitions between transmission and distribution.  Should run the 3 accounts together and use the composite life for all three.  
380 Services (45) PRP is causing more replacements in services and would expect the life to decrease in the short term (until the program is over).  They are replacing around 2000 services per year (180,240 total services).  There are 3,231 in unprotected steel services, protected steel services of 76,717 and 100,282 of plastic services. The cap on capital would reduce the total number of service replacements (as compared to before the cap) but the cost to replace is increasing.  Previously, the yard line – meter to property line used to be owned by customer, only main to property line was owned by Atmos.  Now (last few years), Atmos owns all of the service line (main to meter).   If the main is part of the PRP and the service is not owned to the house, their policy is to replace the service.   The life of services is less than that of mains.  Thinner pipe walls, more exposure to third party damage, relocations and bringing older services up to code.  They would expect a 40 or 45 year life for services.    
381 Meters (20) - Approximately 146,649 out of 184,323 (at 01-21) are WMR, with an anticipated life of 20 years for those assets.  Non-compatible meters have been replaced over the last several years (will replace if over 25 years old).  1,600-2,000 meters that are obsolete have been pulled out each year.  Sensus WMR meters and there are some meters without WMR.  Newer meters are not as durable as old ones (costs less but have less longevity) due to plastic parts, etc.   When a meter is brought in, it is retired and sent to a third party to refurbish.  20 years is a very reasonable life for meters.   Have been doing military sampling since 1999.  Periodic sampling is used by a lot of companies (e.g. meters are all changed out over 10, 15 or 20 years).  In KY, if no military sampling, would have to change out meters every 10 years.  Military sampling is grouping meters into like kind groups.  Since COVID, the sampling program has been suspended. Random sample test of all groups and react if a group fails the sample test.  Non-WMR meters would have a maximum life of 25 years based on the military sampling.   When the meter is replaced, the WMR is also likely be replaced to allow for optimized life expectancy of the pairing. The life of the WMR battery is 20 years at most.  
382 Meter Installations (43) - will evaluate when meter is pulled and replace as necessary.  The installation would not be replaced as often as the meter.  However, with PRP replacements, they will replace the meter bar a well.  The life of regulators is expected to decrease over time.  When the regulator is replaced, the loop will be replaced as well.  Started buying premanufactured loops in early 2000s (perhaps 2002).  
[bookmark: _Hlk60649641]383 House Regulators (43) - When meter is replaced, they will check the regulator for lock up and only change if fails locked up.  The quality of regulators has decreased in more recent years (lighter material, more plastic parts, etc.).  The life of regulators is expected to decrease over time.  When the regulator is replaced, the loop will be replaced as well.  Would expect the life to be longer than the meter but less than or equal to the life of the meter installation.  
384 House Regulator installations (43) – The current retirement practice for house regulator installation is not as robust.  Company would expect the life of the meter installation, regulator and regulator installation to be the same since the loops are now prefabricated (in the last 15 years) and if a regulator is replaced, the “stick” loop is rebuilt.  The quality of regulators has decreased in more recent years (lighter material, more plastic parts, etc.).  The life of regulators is expected to decrease over time.  When the regulator is replaced, the loop will be replaced as well.   Consider moving this account to match meter installation.  
385 Industrial Measuring (53) - More expensive regulator and meter, relief valve would be more expense, need bypass and is tested more frequently.  Meters are tested on site and only replaced if one fails.  Most meters would be turbine or rotary and are more robustly built than residential meters.  Several sites are targeted in 2021 for replacement.  Over time, they would expect the life to start shortening as the focus increases on these assets.  The existing 53 years is on the edge of not being operationally supportable.  

General Plant (also applicable to General Office assets)
390 Structure (45) – The mix of owned and leased buildings would create mixed life.  Leases are generally 20 years (with 2-5 year extensions on at least one).  Suggest 20 for leasehold improvements. Leased buildings would probably be shorter than 40 years.  Even owned buildings may have a slightly longer life.  They are around 50/50 with owned to leased buildings. In the last 5-7 years, they have purchased 5-7 buildings (some built, some pre-existing).
391 Office Furniture (20) – 20 years is still reasonable from an operational perspective.
39200 Transportation Equipment (20) – consists of ATVs, Mueller truck (to stop/plug lines) and some tractors as well as trailers.  Most equipment is now leased.  20 years is reasonable for this equipment.
39202 – Trailers (20) – keep the two subaccounts consolidated – the balance will be transferred to 39200.  20 years for trailers is reasonable.  
394 Tools, Shop and Garage Equipment (16) – Consists of line locators, leak detector, fusion equipment, tapping equipment.   16 years is still reasonable from an operational perspective.
396 Ditchers, Backhoes Welders – only asset is a $7k welder from 2006.  This will be moved to 394.  For future investment, a 15 year life would be reasonable.  
397 Communication Equipment (15) - New systems in last several years are IP systems – digital phones.  Land-line phone systems are ½ the balance (15 years).  The systems in the last 10 years are still in service.  Technology change will be a driver of replacement.  A 15-year life would be expected.
398 Miscellaneous Equipment (20) – Crimping tools, leak detectors, drills, etc. are in this account.  This account should be at the same life as 394 – 15 years.
Server Hardware – only 1 server - replaced server in 2018 at 7 years.  Rack mountable server.  7 years seems reasonable.
Server Software – 7 years currently – software would be on for the life of the machine but not beyond (7 years) – upgrades would replace software faster than the underlying server.  
Network Hardware – 10 years is long for this type of asset.  Closer to 7 would be more reasonable given the expected replacement cycle for routers and switches, etc. – mostly Cisco equipment.
PC desktops/laptops/PCMDTs are on 4-year rotation – consistently have followed rotation of 4 years but a few might be delayed due to client request – but generally will retire at 4 years (which is considered the life of the machines).  There is a 4-year rotation in both divisions.  The Itron handhelds are going away – moving to phone app.  Still have a few offices that still use the handheld – replacing main server in 2021 so all have to be off handhelds.  Technology had changed so the handhelds need to be modeled for end of life in 2021.   
PC Software – 7-year life is reasonable (consists of 2013 MS Office licenses).  They upgraded to Office 365 in 2019.  They are still comfortable with a 7 year life (subject to Microsoft changes).  Most software projects originate at the Shared Services level and the capital items are then recorded on the Division books.  
Application Software -   2013 in General Office is mostly Ubisense (GIS) license ($570K), also $181K for Core Logic Flood (GIS).  12 years is reasonable for GIS software.   Anything beyond a 12-year life would not be reasonable for smaller software assets from a technology standpoint.  As with PC Software, most software projects originate at the Shared Services level and the capital items are then recorded on the Division books.  
KY General Office
Leasehold improvements – general lease term is 20 years with 2 – 5 year extensions
