Mr. Broymirr, Yoy are saying that somehow the customers wil]
have to pay an increase, ‘ ,
Mr. Brack. Yes, because eventually you will have to pay these

for tax purposes you no longer have it,
It is fairly complicated, but it ig g fact. ‘
Mr. Broww of Ohio. Will the gentleman yield on thig question ? -

One of the theories of accelerated depreciation has to do with infla-
tion, doesn’t it 2 : : ;

Mr. Broww of Ohio. Doesn’t it also provide for consideration of
the possibility that the replacement or repair of this facility that you
are depreciating may require additiona] funds beyond 5 simple 100
percent replacement value ¢ ,

Mr. Brack. N o. If T understand what your question ig I think it is

i ice that i

Mr. Browx of Ohio, We are saying the same thing I believe, Maybe
I am not saying it in an accountant’s language, but what T am trying
to suggest is that you are encouraged not, to maintain plant and equip-
ment beyond its depreciated life, but rather to reinvest in replacement
Or new equipment earlier so as to get a higher depreciation rate.

Mr. Brack. That js correct. It encourages industry to replace their
equipment, their olq equipment, ~

Mr. Brown of Ohio. You have the option then of either replacing it

or: :
Mr. Brack., Building new equipment or adding to it, ,
Mr. Brow~ of Ohio (continuing). Or not replacing it and not get-
ting the advantage of depreciation.

r. BLack. That is right, unless you make the investment that you
take the depreciation on, you don’t get i,

Mr. Brown ot Ohio. Well, just one more point if T may. The theory
also includes the thought that replacement in and of itself may lower
costs.

Mr. Brack. Yes, That is correct.

Mr. Browy of Ohio. So that if You reinvest when you have run out
of depreciation, You not only get the advantage of the higher rate of
depreoiation, but you also get the savings of more efficient, equipment?

r. Brack. T think that 1s quite true,

Mr. Broww of Ohio. And this in turn results in g savings to the cus-

tomer or greater return for the utility, doesn’t it?




