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REQUEST:
a.     Please provide the long-term debt and cost of debt for TUMCO and TUFCO (and any other subsidiary for which long-term debt costs are included in the reconciliation) during the reconciliation period.

b.     Please provide all calculations showing the derivation of the cost of debt.

c.     Please identify any schedules or workpapers that calculate, describe or list the long-term interest expense that is being requested to be recovered in this case.  If none exist, please provide supporting documents and calculations.
RESPONSE:
The following response was prepared by or under the direct supervision of Gary C. Clinton and David M. Davis, the sponsoring witnesses for this response.

A portion of the information requested in part a., the long-term debt and cost of debt for TUMCO during the reconciliation period, has been previously provided in TU Electric's response to Cities RFI Set No. 2, Question No. 27 and 28.  The information requested in part a., the long-term debt and cost of debt for TUFCO, has been previously provided in TU Electric's response to OPC RFI Set No. 10, Question No. 10-02.

In response to parts b. and c., the information requested, calculations, schedules, or workpapers showing the derivation of the cost of long-term debt for TUMCO, is voluminous.  The information requested in parts b. and c., calculations, schedules, or workpapers showing the derivation of the cost of long-term debt for TUFCO, has been previously provided in TU Electric's response to OPC RFI Set No. 10, Question No. 10-02 and OPC RFI Set No. 11, Question No. 11-04.

The responses provided above, concerning long-term debt and cost of debt, have excluded money pool debt for TUMCO and TUFCO.  Money pool interest expense and money pool interest income are classified as current items, while the advances from money pool are classified as long-term to reflect the general use of the funds to finance long-term assets.  Information pertaining to money pool debt, cost of debt, calculations, and schedules for TUMCO and TUFCO has been previously provided in TU Electric's response to OPC RFI Set No. 11, Questions No. 11-02 and 11-04. 

With respect to TU Services, its only source of funds is via its participation in the TU System Money Pool.  The information pertaining to TU Services' money pool debt and cost of debt is voluminous and will be made available in the Austin Voluminous Room.  

The advances from parent and affiliates are in the form of demand notes payable, which bear interest at a rate equal to the weighted average cost of all outstanding short-term indebtedness of Texas Utilities or a published rate for similar borrowings when Texas Utilities has no outstanding short-term borrowings.  This response provides the monthly money pool interest expense calculations for TU Services during the reconciliation period.

TU Services interest expense is assigned to service provider functions based on either construction work in progress or assets under their control.  In the case of interest expense assigned to construction work in progress, this amount is capitalized and recovered through subsequent depreciation expense included in the cost of providing a service to an affiliate.

Interest expense assigned based on assets under the control of the service provider is a business expense appropriately included in one or more of the activities/projects that are subsequently either billed to affiliates for services provided or billed to another service provider and then billed to an affiliate.  Charges that one service provider within TU Services might charge another service provider are explained on page 35, lines 1 through 21, of Mr. Davis’ Direct Testimony.  Once TU Services' interest expense is assigned to an appropriate activity/project it loses its identity as interest expense and becomes a component cost of providing that service and is subsequently billed to affiliates in accordance with the billing methodologies detailed in Mr. Davis’ Exhibit DMD-5.  It is, therefore, not specifically identifiable as interest expense included in reconcilable fuel.  
