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I. 
 INTRODUCTION

Q. Please state your name and business address.

A. Harika Basaran, 1701 N. Congress Avenue, Austin, TX 78701

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

A. I am employed by the Public Utility Commission of Texas (PUCT or Commission) as a Rate Analyst in the Costing and Pricing Section of the Electric Industry Analysis Division (EIA) since October 6, 1997.

Q. What are your principal areas of responsibility in this capacity?

A. My  principal areas of responsibility include participating in rulemaking activities related to the implementation of electric restructuring legislation, performing review of electric utility applications with specific concern for cost of service studies, rate design and functionalized (unbundled) cost of service studies.

Q. Please state your educational background and professional experience.

A. I have a Bachelor of Science Degree in Business Administration from Middle East Technical University in Ankara, Turkey and a Master of Science Degree in Management and Administrative Sciences (MAS) with concentration in Finance from University of Texas in Dallas. I was employed as a research and teaching assistant by the University of Arizona Department of Agricultural and Resource Economics from June 1992 through June 1995.  I also worked as a Financial Accountant and later as a Manager of Planning and Budgeting Section at SIEMENS Corp. located in Istanbul, Turkey from 1987 through 1991.  My responsibilities during my tenure at SIEMENS included preparing internal and external financial statements based on SIEMENS Guidelines and local rules and regulations in German and in Turkish, preparing operational and financial budgets and investments plans for over 20 product groups and developing labor, material and overhead factors for costing and pricing of over 20 electronics product. I am also a Certified Management Accountant (CMA) and a member of Institute of Management Accountants (IMA).  

ii. 
scope of testimony and summary of recommendations

Q. Please state the purpose and scope of your testimony in Docket No. 21527, Application of TXU Electric Company to Securitize Regulatory Assets and Other Qualified Costs.
A. The purpose of my testimony is to present an evaluation and recommendations concerning:
1. the determination of the generation related portion of total unrecovered regulatory asset balance in TXU Electric Company’s (“TXU” or “the Company”) 1998 annual report,
2. the jurisdictional allocation of the total generation related regulatory assets to Texas retail jurisdiction, and 
3. the allocation of the total Texas Retail regulatory assets among Texas Retail rate classes.  
I will also address the determination of the Regulatory Asset Allocation Factor (RAAF) as proposed in the Company’s proposed tariff Rate RARC-Regulatory Assets Recovery Charge.
Q. Please provide a summary of TXU Electric Company’s application in this docket. 

A. On October 18, 1999, TXU Electric Company (“TXU” or “the Company”) filed an application to securitize its qualified costs for generation related regulatory assets.  The reconciled unrecovered balance of total regulatory assets as of December 31, 1998 per TXU’s annual report is $2,161,438,161. Generation related assets account for $1,864,967,000 of this amount (approximately 85.6%).  One hundred percent (100%) of the generation-related assets are allocated to the Texas Retail Jurisdiction. TXU proposes to securitize the present value of the revenue requirements associated with this unrecovered balance of the generation related regulatory assets including other qualified costs and recover it from the retail customers in TXU’s service territory over a twelve year period through its proposed Regulatory Asset Recovery Charge tariff.  
Q. Please summarize your recommendations.

A. I recommend the following:

1. Functionalization: 

TXU’s proposed functional allocation methodology to determine the generation related portion of its regulatory assets complies with the instructions included in the Securitization Filing Package adopted in Project No. 21046
 and should be approved by the Commission. After reflecting the adjustments recommended by Office of Regulatory Affairs (ORA) Staff Witness Paul Bellon, the generation related portion of TXU’s regulatory assets eligible for securitization should be determined to be $1,844,582,977.

2. Texas Retail Jurisdiction Allocation:
(a) TXU’s proposal to allocate 100 % of the generation-related regulatory assets to the Texas Retail jurisdiction should be rejected. 

(b) TXU should use 99.33% instead of 100% to determine the Texas Retail portion of regulatory assets. 
(c) If the Commission decides to allocate 100% of TXU’s generation related assets to Texas Retail customers, TXU should be ordered to unbundle the firm wholesale rate for each of its existing customers to determine the component of the firm wholesale rate associated with costs related to the regulatory assets it is seeking to securitize.  The revenues TXU receives through this component from January 1, 1999 until the wholesale customer’s contract expires should be used to reduce TXU’s total stranded costs in 2004 true-up proceedings.

3. Texas Retail Class Allocation: 

(a) TXU’s proposal to use Average and Excess Non-coincident Peak (A&E-NCP) method to determine the generation demand allocators should be approved.

(b) TXU’s proposal to use a test year ending June 30, 1997 to develop A&E-NCP generation demand allocators should be approved on an interim basis.
(c) TXU’s proposal to use the weather adjusted energy consumption of the Texas Retail customers at generation based on a test year ending April 30, 1999 complies with PURA §39.253(g) and should be approved.
(d) TXU’s proposal to use th loss factors from Docket No. 18490 in order to convert energy consumption at meter to energy consumption at generation should be approved on an interim basis. 
(e) 
(f) TXU’s methodology to determine the stranded cost responsibility of the non-firm class pursuant to PURA 39.253(d) should be rejected. TXU should calculate the responsibility to non-firm class as shown in Workpaper Exhibit-HB-97 attached to my testimony. 
(g) The regulatory asset allocation factors (RAAF) for existing rate classes presented in Exhibit HB2-TXU Column 1 should be approved on interim basis subject to adjustment under my recommendation 3(g). 
(h) After or during the April 2000 IOU unbundling  proceedings, TXU shall file revised RAAF to reflect the following (if applicable): 

1. To reflect the changes because of the allocation of statewide Texas retail stranded costs above $5 billion pursuant to PURA §39.253(f).

2. To reflect any changes necessary to comply with Substantive rule §23.345 or any future commission rules relating to the allocation of stranded costs. 

(h)
TXU shall file revised tariff pages to comply with the financing order in this Docket. 

A. 
III.
 functionalization of regulatory assets TO GENERATION

Q.
Please explain why it is necessary to determine the generation-related portion of regulatory assets in the Company’s 1998 annual report. 
A. PURA §39.302(5) defines the regulatory assets a utility may securitize as the generation-related portion of the Texas jurisdictional amount reported by the electric utility in its 1998 annual report. This means that only the generation-related portion of the Texas jurisdictional regulatory assets as reported by the electric utility in its 1998 annual report can be securitized. Therefore it is necessary to determine the generation portion of total regulatory assets reported in Company’s 1998 annual report. 

Q. How did TXU determine the generation-related portion of regulatory assets reported in its 1998 annual report?

A. TXU used an asset by asset approach to determine the generation-related portion of regulatory assets reported in its 1998 annual report. For each regulatory asset, the Company first made direct assignments of the asset’s unamortized December 31, 1998 balance to either of the three utility functions (generation, transmission, and distribution) to the fullest extent possible.  For the amounts that could not be directly assigned to any of the functions, TXU developed and used functionalization factors to determine the generation-related portion. 
Q. Do you find TXU’s proposed functionalization to be reasonable?

A. Yes.  The functionalization method used by TXU in this proceeding for the purpose of establishing the generation related portion of regulatory assets is consistent with the proposed Substantive Rule §25.244 and proposed Unbundled Cost of Service Rate Filing Package (UCOS-RFP) in Project No. 21083
.  Proposed §25.344(g)(3) and UCOS-RFP require that costs or rate base items be assigned to the functions using the following three-step process:
1. For each FERC account costs or rate base items shall be directly assigned to a function to the extent possible,  

2. For any costs that can not be directly assigned utility may derive an account specific functional allocator based on the directly assigned costs or rate base items, 
3. For items for which no direct assignments or account specific allocators can be made, the appropriate functionalization factors prescribed in UCOS-RFP may be used.
As described earlier, TXU follows these steps in the assignment of regulatory assets to the each of the three functions (Generation, Transmission and Distribution).

Q. What is your recommendation regarding TXU’s functionalization of the regulatory assets to generation?

A. I recommend that TXU’s proposed functionalization methodology to obtain the  $1,864,964,004 generation-related regulatory assets be approved with the following change:
1. In his testimony, ORA witness Paul Bellon recommends an adjustment of $20,384,026 to TXU’ s proposed $1,864,967,003 generation-related amount.  Therefore, I recommend that a total of $1,844,582,977 be approved as the generation-related regulatory assets eligible for securitization.
IV.
Allocation to Texas retail jurisdiction

Q. Please explain how the Company allocates the regulatory assets balance to the Texas retail jurisdiction.

A. TXU allocates 100% of the generation related regulatory assets to the Texas Retail Jurisdiction.
Q.   
What are the reasons, according to TXU, for allocating 100% of the generation-related regulatory assets to the TX –Retail Jurisdiction?
A. In his direct testimony, TXU Witness Mike Sherburne provides three reasons to justify the exclusion of wholesale customers from the allocation of the generation-related regulatory assets
: 

1. PURA §39.252(b)(1) specifies that stranded cost to be allocated to retail customers,
2. PURA 39.303(c) states that regulatory asset and stranded costs are to be allocated in the same manner.  Stranded costs calculated by the ECOM model are retail costs only and are not to be allocated to wholesale customers.  Therefore, it follows that regulatory assets should not be allocated to wholesale customers either, and 

3. TXU has no statutory obligation to serve wholesale load. Therefore, the wholesale customer class should not be required to pay for assets that were not obtained to serve them. 










Q.
Do you agree with TXU’s first reason ?

A. No, I do not. PURA§ 39.252 (b)(1)  reads as follows:
Recovery of retail stranded costs by an electric utility shall be from all existing or future retail customers, including the facilities, premises, and loads of those retail customers, within the utility's geographical certificated service area as it existed on May 1, 1999.  A retail customer may not avoid stranded cost recovery charges by switching to new on‑site generation except as provided by Section 39.262(k). (emphasis added)
Contrary to TXU’s assertion, PURA §39.252(b)(1) refers only to the recovery of retail stranded costs from retail customers.  It requires that the recovery of retail stranded costs by an electric utility shall be from all existing and future retail customers.  It does not require that all stranded cost –retail and wholesale– be allocated to retail customers, as interpreted by TXU. 

Q. Do you agree with TXU’s second reason?

A. No, I do not.  TXU is incorrect in stating that the stranded costs calculated in ECOM model are stranded costs related only to Texas Retail jurisdiction and are not to be allocated to wholesale customers.  The ECOM model determines both the total company stranded costs and the Texas retail stranded costs.  It includes an allocation process where allocation factors are used to allocate the total company stranded costs to all customers including the wholesale customers.
Q. Do you agree with TXU’s third reason? 

A. TXU claims that it has no statutory obligation to serve wholesale load. Therefore, the wholesale customer class should not be required to pay for assets that were not obtained to serve them. While TXU may not have statutory obligation to serve wholesale load, it has served its wholesale customers for decades and has built or obtained assets to serve them.  Therefore, based on cost causation principle, these wholesale customers should be responsible for the costs incurred to serve them including the costs of the assets in question in this proceeding.  It is impossible, in the scope of this proceeding, to determine on an asset by asset basis whether TXU actually did not obtain firm resources to serve its wholesale customers beyond its contractual obligation and therefore conclude that these customers did not cause any stranded costs.  In other words it is impossible to evaluate TXU’s past business decisions and conclude that there are no stranded costs associated with TXU’s wholesale customers in this proceeding. 
Q. Does PURA prescribe how to determine stranded costs for wholesale customers and recover such costs from wholesale customers? 

A.
No. There is not a provision in PURA, which directly addresses the determination and recovery of stranded costs from wholesale customers.  PURA §39.252(a) provides a general statement regarding a utility’s right to recover its stranded costs.  It states that an electric utility is allowed to recover all of its net, verifiable, nonmitigable stranded costs incurred in purchasing power and providing electric generation service. However, this provision does not explain how and from whom the stranded costs are recovered.  PURA §39.251(6), 39.252(b)(1), 39.252(c), and 39.253(b)-(f) which address specifically the definition of retail stranded costs and the allocation and recovery of retail stranded costs among retail customers.  Only PURA §39.265 is related to wholesale customers and refers to a utility’s right to recover stranded costs from wholesale customers. 
39.251(6) "Retail stranded costs" means that part of net stranded cost associated with the provision of retail service (emphasis added)
39.252 (b)(1)  Recovery of retail stranded costs by an electric utility shall be from all existing or future retail customers, including the facilities, premises, and loads of those retail customers, within the utility's geographical certificated service area as it existed on May 1, 1999.  A retail customer may not avoid stranded cost recovery charges by switching to new on‑site generation except as provided by Section 39.262(k). (emphasis added)
39.252(c):  In multiply certificated areas, a retail customer may not avoid stranded cost recovery charges by switching to another electric utility, electric cooperative, or municipally owned utility after May 1, 1999.  A customer in a multiply certificated service area that requested to switch providers on or before May 1, 1999, or was not taking service from an electric utility on May 1, 1999, and does not do so after that date is not responsible for paying retail stranded costs of that utility. (emphasis added)
39.253 b)
All other retail stranded costs shall be allocated among retail customer classes in accordance with Subsections (c)‑(i). (emphasis added)
39.253 (f)
Notwithstanding any other provision of this section, to the extent that the total retail stranded costs, including regulatory assets, of investor‑owned utilities exceed $5 billion on a statewide basis, any stranded costs in excess of $5 billion shall be allocated among retail customer classes in accordance with the methodology used to allocate the costs of the underlying assets in the electric utility's most recent commission order addressing rate design. (emphasis added)
39.265 This chapter is not intended to alter any rights of utilities to recover stranded costs from wholesale customers (emphasis added)
While none of the provisions from PURA cited above directly addresses the allocation of total stranded costs between wholesale and retail customers, nothing in PURA implies that retail customers should be responsible for the recovery of all stranded costs. In fact, PURA §39.265 explicitly recognizes the concept of recovery of stranded costs from wholesale customers.  However, most of these provisions are very specific regarding how retail stranded costs should be allocated among and collected from the retail customers.  The Legislature made a distinction between the retail and wholesale stranded costs.  It appears that the Legislature was more concerned with the recovery of retail stranded costs than that of wholesale stranded costs.  However, in order to determine the amount of retail stranded costs to be recovered from retail customers in accordance with many of these provisions, a determination of the allocation of the stranded costs between wholesale and retail customers needs to be made first.  
Q. What is your recommendation regarding TXU’s proposal to allocate 100% of its generation-related assets to TX retail customers?

A. I believe that TXU’s proposal to recover 100% of its proposed generation-related regulatory assets exclusively from its retail customers is not consistent with PURA.  In addition, the Commission has not yet ruled on the appropriate test year and scope of adjustments for the known and measurable changes to the demand and energy allocators used in stranded costs allocation.  
Q. What is the basis of your recommendation on the allocation of 99.33%?

A. In the cost of service study in Docket No. 18490
, which is TXU’s last commission rate order addressing rate design, the A&E-NCP generation demand allocator of the wholesale customers class was 0.67%. Therefore, I recommend that the retail allocator be 99.33%; therefore, TXU should allocate 99.33% of its generation-related assets to the retail customers. This will result in a reduction of approximately $12.4 million dollars in the total amount TXU may securitize in this proceeding.  The comparison of TXU proposed and Staff recommended determination and allocation of regulatory assets is summarized in attached Exhibit HB1-TXU. 

Q. Why do you propose to use A&E-NCP generation demand allocator to determine the wholesale portion of regulatory assets? 

A. PURA 39.303(c) requires that transition charges shall be collected and allocated among customers in the same manner as competition transition charges under Section 39.201. PURA §39.253 addresses the allocation of the retail stranded costs including regulatory assets, which are to be recovered through competition transition charges under Section 39.201.  PURA §39.253(e) requires that the allocation of the retail stranded costs to the classes other than residential class be in accordance with the methodology used to allocate the costs of the underlying assets in the utility’s most recent commission order addressing rate design.  In TXU’s case, the methodology was the use of A&E-4NCP generation demand allocator.  

In addition, cost causation principle requires allocating any costs based on usage of the underlying assets.  Since the stranded costs assets are related to the investments in generation related plants and facilities, it is also appropriate to use a generation demand allocator.
B. Q.

What test year should be used to determine A&E-NCP generation demand allocator factor to allocate the total generation-related regulatory assets to TXU’s  wholesale customers?

A. TXU proposes to use a test year ending June 30, 1997 to derive the regulatory assets allocation factors (RAAF) for its retail customers.  The appropriate test year for the development of demand allocator for the wholesale customers should be consistent with the test year used to derive the demand allocators for the retail customers.  Determination of the appropriate test year for the derivation of demand allocators is an issue under Project 21083.  However, Commission has not ruled on the appropriate test year for the derivation of generation demand allocators for its retail customers.  I discuss the issue of appropriate test year for the demand allocators in more detail in section VII of my testimony.
Q. When will commission rule on the appropriate test year and scope of the adjustments for the known and measurable changes for the development of the generation demand allocators?
A. Commission will decide this issue when it adopts the proposed substantive rule §23.345 in Project No. 21083 at the December 16, 1999 Open Meeting. 
Q. Will the Commission also address the appropriate allocation of stranded costs to wholesale customers in the scope that rulemaking project?
A. Yes.  Commission received comments from the parties regarding the allocation of stranded costs to the wholesale customers. Proposed §25.345(e) relating to recovery of wholesale stranded costs reads as follows:
25.345(e) Recovery of stranded cost from wholesale customers:  Nothing in this section shall alter the rights of utilities to recover wholesale stranded costs from wholesale customers.  If the utility decides not to recover stranded costs from the wholesale customers, retail customers shall not be adversely affected by this decision.

The following is a summary of the comments Commission received on this subsection:

1. The rule should clearly state that if the utility decides not to recover some or all stranded costs from its wholesale customers, it couldn’t recover its stranded costs from retail customers. (TIEC and Shell).

2. The commission should not impose a constraint upon stranded cost recovery that does not appear in SB7 and, if implemented, would violate PURA §39.252(a).  It would be both unfair and unlawful to preclude recovery of stranded costs based upon the premise that some portion of Reliant’s stranded costs should continue to be allocated to a wholesale customer that historically purchased firm power from the company, but no longer will do so.  If the commission determines that a wholesale purchaser of firm power should have an ongoing obligation to contribute to the recovery of stranded costs beyond the terms of existing contracts, the commission should affirmatively address the scope of such an obligation in this rulemaking. (Reliant)

3. Total jurisdictional recovery should be periodically reviewed and all classes should share equally in the changes in the total jurisdictional recovery.  (EGSI).


Therefore, Commission has to address the issue of allocation to  wholesale customers in this rulemaking and revise the proposed rules if necessary accordingly.

Q. What is your recommendation ? 
A. I recommend that 99.33% of TXU’s regulatory assets should be allocated to retail customers. Based on my recommendation, ORA Staff Witness Paul Bellon used 99.33% to determine the Texas retail portion of the regulatory assets TXU can securitize in this proceeding. 
Q. Do you have any other recommendation regarding the recovery of wholesale stranded costs?
A. Yes. If the Commission approves TXU’s proposal to allocate 100% of its regulatory assets to retail customers in this proceeding, at a minimum,  TXU should be ordered to determine the component of each wholesale rate associated with costs related to the regulatory assets. The revenues TXU will collect from those customers after January 1, 1999 until the wholesale customers leave the TXU system should be used to reduce the retail stranded costs in the 2004 true-up proceedings. 
Q. Why do you recommend this alternative?

A. In response to OPUC’s First Request for Information (RFI), TXU provided a list of the wholesale customers which took firm service from TXU or were firm service customers in 1997
.  Also in the list, TXU provided the expiration date of each wholesale contract. According to the list, fourteen firm wholesale customers have contracts that will be in effect beyond January 1, 1999. As long as the wholesale customers continue to pay the average embedded costs pursuant to their contracts, TXU will continue to  recover costs related to the regulatory assets embedded in these wholesale customers’ rates until these customers leave the TXU system.  If TXU is allowed to recover all of its generation related regulatory assets as of December 31, 1998 from the retail customers, TXU will be recovering a portion of the generation-related regulatory costs twice (from retail customers and from wholesale customers)  until the wholesale customers leave the system.

Q. Did you calculate or  estimate that amount?

A. No. I asked TXU to unbundle the wholesale rate of each existing customer to determine the costs component related to regulatory assets TXU is proposing to securitize. In response TXU stated that the information requested does not exist
. 
V. v.
allocation among tx retail classes

Q. How does PURA prescribe allocation of regulatory assets among the Texas Retail classes?
A. PURA §39.253(b)-(g) address the allocation of retail stranded costs among retail customers.  They read as follows:
(b)  All other retail stranded costs shall be allocated among retail customer classes in accordance with Subsections (c)-(i).

(c)  The allocation to the residential class shall be determined by allocating to all customer classes 50 percent of the stranded costs in accordance with the methodology used to allocate the costs of the underlying assets in the electric utility's most recent commission order addressing rate design and allocating the remainder of the stranded costs on the basis of the energy consumption of the classes.

(d)  After the allocation to the residential class required by Subsection (c) has been calculated, the remaining stranded costs shall be allocated to the remaining customer classes in accordance with the methodology used to allocate the costs of the underlying assets in the electric utility's most recent commission order addressing rate design.  Non-firm industrial customers shall be allocated stranded costs equal to 150 percent of the amount allocated to that class.

(e)  After the allocation to the residential class required by Subsection (c) and the allocation to the nonfirm industrial class required by Subsection (d) have been calculated, the remaining stranded costs shall be allocated to the remaining customer classes in accordance with the methodology used to allocate the costs of the underlying assets in the electric utility's most recent commission order addressing rate design.

(f)  Notwithstanding any other provision of this section, to the extent that the total retail stranded costs, including regulatory assets, of investor-owned utilities exceed $5 billion on a statewide basis, any stranded costs in excess of $5 billion shall be allocated among retail customer classes in accordance with the methodology used to allocate the costs of the underlying assets in the electric utility's most recent commission order addressing rate design.

(g)  The energy consumption of the customer classes used in Subsections (a)(2) and (c) shall be based on the relevant class characteristics as of May 1, 1999, adjusted for normal weather conditions.

(h)  For purposes of this section, "stranded costs" includes regulatory assets.

(i)  Except as provided by Section 39.262(k), no customer or customer class may avoid the obligation to pay the amount of stranded costs allocated to that customer class.

Since Section §39.253(h) states that “For purposes of this section, stranded costs include regulatory assets,” the allocation methodology prescribed in PURA §39.253(c) through (g) is applicable for the allocation of retail regulatory assets. 
Q. Please explain the allocation methodology prescribed in PURA §39.253(c) through (g) for allocating retail stranded cost among retail customers.

A. First of all, there are different allocation methodologies to allocate the first $5 billion of the total statewide retail stranded costs of all investor owned utilities and the portion of the statewide retail stranded costs that exceeds $5 billion. Sections §39.253(c) through (e) and (g) describe the allocation methodology for the first $5 billion total statewide retail stranded costs of all investor owned utilities. Section 39.253(f) contains the allocation methodology for the portion of the statewide retail stranded costs that exceeds $5 billion, if any.
Q. Does your testimony discuss the allocation of stranded costs above $5 billion?

A. No, I do not.  The total amount of state wide stranded costs will not be determined until the Commission finalizes the cost unbundling filings of investor owned utilities which will start in April 2000 pursuant to PURA §39.201.  It will not be possible to determine in this proceeding the amount of stranded costs in excess of $5 billion.  Therefore, my testimony will focus on the allocation methodology for the first $5 billion total statewide retail stranded costs of all investor owned utilities.
Q. Please describe the allocation methodology for the statewide retail stranded costs less than $5 billion as prescribed in PURA §39.253(c) through (e) and (g)?
A.
The allocation methodology for the statewide retail stranded costs less than $5 billion as prescribed in PURA §39.253(c) through (e) and (g) is a four-step process. In the process, there are two distinct allocators that need to be developed and used.  These are an energy allocator and a demand allocator.  The energy allocator is referred in PURA §39.253(c) as “the energy consumption of the classes” and the demand allocator  is referred in PURA 39.253(c),(d), and (e) as “the methodology used to allocate the costs of the underlying assets in the electric utility's most recent commission order addressing rate design”.  I will discuss in detail the derivation of these allocators later in this testimony. 

























Q.
Please explain the four-step process.

A.
The four-step process is as follows:
Step 1: 39.253(c)--Determine the allocation of the retail stranded costs for the residential class: Allocate fifty percent (50%) of the retail stranded costs to the residential class in accordance with the demand allocator and the remaining 50% of the retail stranded costs to the residential class based on the energy allocator.  In other words, the allocation of stranded costs to the residential class would be determined based on an allocation factor (or RAAF in this proceeding) equal to the simple average of the demand and energy allocators. 
Step 2:  §39.253(d)--Determine the allocation of the retail stranded costs for the non-firm class. First, subtract the stranded costs allocated to the residential class determined in Step 1 from the total retail stranded costs.  Then, allocate the remaining total retail stranded costs to the non-residential classes based on the demand allocator.  Finally, multiply the resulting amount of the retail stranded costs allocated to the non- firm classes by 1.5.  The result of this multiplication becomes the allocation of the total retail stranded costs to the non-firm classes.
Step 3: §39.253(e)--Determine the allocation of the retail stranded costs to the remaining classes. First, subtract the allocations of the retail stranded costs for the residential and non-firm classes as determined in steps 1 and 2 from the total retail stranded costs.  Allocate the remaining stranded costs to the remaining classes based on the demand allocator. 
Step 4: Determine the regulatory assets allocation factor (RAAF). Divide the allocation of the total retail stranded costs for each class as determined in steps 1 to 3 by the total retail stranded costs to arrive at a stranded cost allocation factor or RAAF for each class. 
Q.
Please use a numeric example to demonstrate the four-step process described above.

A. As an example, I will assume that the total retail stranded cost is $100.  This $100 will be allocated among the residential, commercial, industrial-firm, and, non-firm classes.  The following table shows a comparison of the energy and demand allocators for these classes: 

Table No.1: Example of Retail Energy and Demand Allocators
Class
Energy Allocator
Demand Allocator

Residential
35%
45%

Commercial
30%
35%

Industrial-firm
25%
15%

Non-firm
10%
5%

Total
100%
100%

Step 1: 39.253(c)--Determine the allocation of the retail stranded costs for the residential class:  As shown above in Table No. 1, the demand and energy allocators for the residential class are 45% and 35% respectively.  Therefore, the simple arithmetic average of the 45% and 35% is 40%.  So, the allocation of the $100 total stranded cost to the residential class would be $40 (=$100*0.4).
Step 2: §39.253(d)--Determine the allocation of the retail stranded costs for the non-firm class.  First, the $40 allocation to the residential class determined in Step 1 subtracted from the $100 total stranded cost, arriving at the $60 remaining stranded cost.  The initial demand allocators for non-residential classes are 35%, 15%, and 5%, respectively.  The final demand allocator for allocating the $60 remaining stranded cost to the non-firm class determined by dividing the initial 5% demand allocator for the non-firm class to the sum of the initial demand allocators for all three non-residential classes of 55%(=35%+ 15%+5%).  The resulting non-firm allocator is 9%. This 9% is multiplied by 1.5 to arrive at the final demand allocator of 13.5% for allocating the $60 remaining stranded cost to the non-firm class.  Finally, the $60 remaining stranded cost is multiplied by the 13.5%,  resulting in a stranded cost responsibility of $8.1 for the non-firm class.
Step 3: §39.253(e)--Determine the allocation of the retail stranded costs the remaining classes. First, the $40 allocation to the residential class determined in Step 1 and the $8.1 allocation to the non-firm class determined in Step 2 are subtracted from the $100 total stranded cost, arriving at a remaining stranded cost amount of $51.9 ($100-$40-$8.1).  The initial demand allocators for the remaining classes, namely the commercial and industrial-firm classes are 35% and 15% respectively.  The final demand allocators for allocating the $51.9 remaining stranded cost to these two classes are determined by dividing the initial demand allocators for these two classes to the sum of the initial demand allocators for these two classes of 50% (35%+ 15%).  As a result of the divisions, the final demand allocators for allocating the $51.9 remaining stranded cost to these two classes are 70%(35%/50%) and 30%(15%/50%), respectively.  Therefore, a $36.6 (70% of $51.9) is allocated to the commercial class, and a $15.6, (30% of $51.9) is allocated to the industrial-firm class
Step 4: Determine the RAAF.  The following table shows the final allocation of the $100 total stranded cost and the RAAF for the four classes:
Table No. 2:
Class
Allocated $
Regulatory Assets Allocation Factor

Residential
$40
40%

Commercial
$36.3
36.3%

Industrial-firm
$15.6
15.6%

Non-firm
$8.1
8.1%

Total
$100
100%


























Q. Did TXU follow the four-step process to develop the RAAF for each existing rate class in its application in this proceeding?

A. No.  In its application, TXU did not perform Step 2 correctly.  Step 2, as described earlier, is necessary to determine the stranded cost responsibility of the non-firm class.  Instead of allocating the non-residential stranded cost among non-residential classes first based on the 1.5 times of their final demand allocators,  TXU multiplied 1.5 to the initial demand allocators of the non-firm classes and then applied the result of the multiplication to the total non-residential stranded cost, resulting in its proposed allocation of the total retail generation-related regulatory assets for the non-firm class.  
Using the hypothetical example mentioned above, according to TXU’s proposal, the determination of non-firm classes’ stranded cost responsibility would be made by first multiplying non-firm class’s initial demand allocator (5% in my Table 1) by 1.5 and then applying the resulting percentage (7.5%=5%*1.5) to the $60 total non-residential stranded cost.  As a result, based on TXU’s proposal, $4.5 (7.5% of $60) would be allocated to the non-firm class, as compared to the $8.1 as calculated earlier in my example.
As demonstrated above, the regulatory asset  allocation factor for the non-firm class in TXU’s proposal is even smaller than the numeric generation demand allocator of this class.  As a result, non-firm class would be responsible for a portion even less than costs embedded in their existing rates. (In my example,  $4.5 is less than the $5 non-firm classes are paying today)

Q. Did you ask TXU why it has calculated the RAAF for non-firm class in that manner?
A. Yes. In response to ORA’ Second RFI Question HB-16, TXU stated that the RAAF for non-firm class were determined based upon TXU’s interpretation of PURA 39.253(b)-(f).  TXU’s position is difficult to understand.  The language in both PURA §39.253(d) and (e) is very similar.  It states that “the remaining stranded costs should be allocated to the remaining customer classes in accordance with the methodology used to allocate the costs of the underlying assets.”  TXU applies Step 3 pursuant to PURA §39.253(e) correctly and does not apply the initial demand allocators of the remaining classes to the remaining stranded costs. 
Q.
Do you have any other issues related to TXU’s proposed allocation methodology for allocating its proposed generation-related regulatory assets?
A.
Yes, I have one major issue.  The issue concerns the development of the energy and demand allocators used in the four-step process as prescribed in PURA §39.253(c) through (e) and §39.253(g).  The following two subsections will address the development of these two allocators respectively.

Vi.
 The Development of the Energy Allocator
Q. Please explain how the energy allocator should be developed based on PURA §39.253(c)?

A. Pursuant to PURA §39.253(c), the energy allocator should be developed based on the energy consumption of the classes.  Section 39.253(g) also requires that the “energy consumption of the customer classes used in Subsections (a)(2) and (c) shall be based on the relevant class characteristics as of May 1, 1999, adjusted for normal weather conditions.”  Energy consumption is reflected by the energy usage characteristics measured over a certain time.  In general, the time period over which the usage would be measured and reviewed is a 12-months period.  Therefore, I believe that this provision requires the development of the energy allocator based on the energy consumption for the twelve months period ending on May 1, 1999 adjusted for weather. 
Q.  What is TXU’s proposal for the development of the energy allocator?

A.  TXU proposes to use the weather adjusted energy consumption of the Texas Retail Classes at generation based on a test year ending May 1, 1999. 
Q. Do you agree with TXU’s proposal?

A. Yes.  TXU’s proposal using the energy usage for a test year ending May 1, 1999 for the development of the energy allocator complies with PURA §36.253(g) and should be approved. I also agree with TXU’s proposal to use the energy consumption measured at generation instead of the energy consumption measured at meter.
Q. Why do you also agree with TXU’s proposal to use energy consumption measured at generation?

A. Electricity generated at power plant has to compensate for the losses occurred during the transportation of the electricity over the transmission and distribution wires. Therefore depending on the voltage level of the customer class such as secondary distribution, primary distribution or transmission level, the energy consumption measured at the meter at customers site has to be increased by loss factors to account for the energy lost during the transportation. Since the stranded costs are generation-related costs, it is appropriate to use energy consumption at generation instead of at meter. 
Q. Which loss factors does TXU use in determining the energy consumption at generation? 

A. TXU uses the loss factors it used in Docket No. 18490.  In Response to NUCOR’s RFI Set No. 1 Question 1-05, TXU stated that these factors were developed using booked total losses for the 12-month period ended June 30, 1997, and an engineering study of system losses prepared in 1995.  TXU did not provide information about when and under which Docket the Commission approved these loss factors. 

Q. Do you agree with TXU’s proposed loss factors?

A. To the extent that the Commission approved these factors in Docket No. 18490 and has not approved a new set of loss factors since that docket, the use of these loss factors is appropriate. To be consistent, TXU should use the approved loss factors that were in effect during the same test year from which the energy consumption data is used.  Due to time limitation of this proceeding, I could not determine whether there were revised loss factors in effect during the period May 1, 1998 through April 30, 1999 for TXU.  If there were, TXU should use those factors instead. 
vii
 The Development of the Demand Allocator
Q. 
Please explain how the demand allocator should be developed based on PURA §39.253(c) through (e) and (g)?

A. PURA §39.253 (c) through (e) and (g) require use of the “methodology used to allocate the costs of the underlying asset in the electric utility's most recent commission order addressing rate design”.  Stranded costs are costs related to the investments of utilities in generation plant and facilities. Traditionally, these costs have been allocated among classes based on a generation demand allocation factor which is developed by applying the load data (kw and kwh) to a specific generation demand allocation methodology.  A majority of the utilities in Texas use the average and excess four coincident peak (A&E-4CP) methodology. TXU, however, used the average and excess non-coincident peak (A&E-NCP) methodology and Central Power and Light (CPL) has used the probability of dispatch (POD) method, to allocate their Texas retail generation demand related costs.  Based on PURA, each utility should use the production demand allocator it used in its most recent commission orders addressing rate design. 
Q. 
A. 


Q. Which methodology does TXU propose in its application in this Docket? 

A. TXU proposes the use of the A&E-NCP methodology to derive the generation demand allocation factors.
Q. Do you agree with TXU’s proposed methodology?

A. Yes. As I mentioned before, TXU’s most recent commission order addressing rate design is in Docket No. 18490. The A&E-NCP methodology was used to allocate generation demand-related costs in the cost of service study TXU submitted in that docket. Therefore, I recommend approval of TXU’s proposal to use the A&E-NCP methodology for allocating the Texas retail portion of the generation-related regulatory assets among its retail customers. 
Q.
How did TXU derive the generation demand allocator using the A&E-NCP methodology?

A.
TXU used the load data for the test year ending June 30, 1997, which is the same test year used in the cost of service study TXU submitted in Docket No. 18490, to derive its generation demand allocator for allocating the Texas retail portion of the generation-related regulatory assets among its retail customers.  In other words, TXU simply used the numeric generation demand allocators developed in Docket 18490.
Q. Are there any other types of load data that can be used to derive TXU’s generation demand allocators based on the A&E-NCP methodology?

A. Yes.  In fact, the development of the generation demand allocators based on each utility’s generation demand allocation methodology used in the utility’s most recent commission order addressing rate design has been a controversial issue in the Commission’s Senate Bill 7 Implementation Project 21083
. There is a significant divergence among the parties on the interpretation of what would be the most appropriate test year for which the load data would be used to develop the generation demand allocation factors. Based on the discussions that have been taken place in a number of workshops for the project and the comments filed by the interested parties with the Commission, there are four opinions presented on this subject, which are summarized below.
1. Intent (or Numeric) approach:  The numeric allocation factors from the utility’s most recent commission order addressing rate design for each rate class should be used to calculate the stranded cost allocation factors.  In other words, the test year for the load data should be the same test year as the one used in the utility’s last commission order addressing rate design. The supporters of this approach insist that the Legislature intended the use of the numeric generation demand allocation factors from the utility’s last commission order addressing rate design.  Supporters of this approach also object to making any adjustments for the known and measurable changes to the test year load data (demand and energy), except for the adjustments related to the weather normalization for the energy usage.
2. Methodology approach: PURA §39.253 only mandates the use of the same methodology as in the utility’s last commission order addressing rate design, but not the use of the same test year load data from that rate case.   A more recent test year load data should be used to develop the generation demand allocation factor, to reflect more closely the load characteristics of the existing customer classes.  Within the group of parties advocating this approach, different parties have suggested different test years to be used.  Some of the parties have suggested that a test year ending May 1, 1999 is the most appropriate test year because it is consistent with the test year allowed by PURA for the development of the energy allocators. 
The supporters of this approach also advocate allowing utilities to make adjustments to the load data for the known and measurable changes including but not limited to customer migration and load loss due to eligible self generation.  However, there is disagreement within the group supporting this approach regarding the scope of these adjustments.  Some argue that 
adjustments should be limited for known and measurable changes the utility is aware of at the time of the filing.  Others disagree claiming that 
a utility should also be allowed to make adjustments to allocation factors to reflect the forecasted load characteristics of the future years when the competition transition charges (CTC) will be in effect. 
3. Case by case Approach:   As long as the same generation demand allocation methodology as in the utility’s last commission order addressing rate design is used,  the use of the load data for any test year would be in compliance with the language in §39.253. In other words, either approach would be in compliance with the language included in PURA.  And the determination on which approach should be used should be made on a utility by utility basis.  The supporters of this approach believe that each utility has unique load characteristics and the Commission should apply the most appropriate approach based on such  characteristics. 
4. Proxy numeric with adjustments approach: This approach does not use the generation demand allocation methodology as used in the utility’s last commission order addressing rate design.   Instead, the generation demand allocation factors would be derived based on the generation-related portion of each class’ revenue requirement determined in a utility’s last commission order addressing rate design. Therefore, the factors developed under this approach should be referred as the proxy generation demand allocation factors, because they are not developed directly based on the generation demand allocation methodology included in the utility’s last commission order addressing rate design.  In addition, adjustments for material known and measurable changes should be allowed under this approach. These adjustments should include the expected loss of industrial customers’ load due to the self-generation. These customers will be exempt from paying stranded costs pursuant to PURA 39.252(b)(1) and 39.262(k).  The primary advocate of this approach is CPL. The unique situation of CPL is addressed in more details in my testimony in Docket No. 21528, Application of CPL for a Financing Order to Securitize Regulatory Assets and Other Qualified Costs.
Q. Can you summarize the parties supporting these approaches in Project 21083?

A. Yes.  The summary is as follows:
(1) The numeric approach: OPC, Shell, CU/TLSC/Texas ROSE, OAG, Commercial Associations, DFWHC/CICU , and Cities.
(2) The methodology approach: TNMP, Reliant, EGSI, Nucor, TIEC, and TXI
(3) The case by case approach: TXU and CSW
(4) The proxy numeric with adjustments approach: CSW
Currently, there are three securitization proceedings from three different utilities pending, including this proceeding
. In each of these applications, each utility claims that its proposed allocation is in compliance with PURA §39.253.  However, each application uses a different approach.  The proposal included in TXU’s application can be classified as Intent (Numeric) approach, while the proposals in the CPL’s application and in Reliant’s application can be classified as the Numeric with Adjustment approach and the Methodology approach, respectively. 
Q. When will the commission rule on the issue of the allocation of the retail stranded costs among Texas retail customers pursuant to PURA §39.253?

A. The Commission will discuss and rule on this issue in the Open meeting on December 16, 1999 when the final proposed PUCT Substantive Rules §23.341-§23.346 relating to the cost unbundling and the separation of business activities, including the separation of competitive energy services, will be discussed and adopted by the Commission.
Q. What is your recommendation regarding TXU’s proposal to using the numeric approach for the retail classes?


A. I recommend the Commission to approve, on an interim basis.  TXU’s proposal using the numeric approach to develop the generation demand allocation factors for allocating the Texas retail portion of the generation-related regulatory assets among its retail customers,  until a final Commission approved allocation of TXU’s stranded costs is determined in the April 2000 unbundling dockets. 
Q. Why do you recommend an interim approval of TXU’s proposed allocation methodology for allocating its Texas retail generation-related regulatory assets in this proceeding?

A. I believe that the issue regarding how to allocate Texas retail stranded costs among retail customer classes is more appropriately resolved in the related rulemaking in Project No. 21083 for two reasons.  First, this issue has been extensively discussed in a number of workshops and settlement meetings among parties in Project No. 21083.  The Commission has also asked parties to comment on this issue in the preamble of the proposed PUC Substantive Rules 25.341-25.346 published in September 1999.  Interested parties filed their initial and reply comments in October 1999.  Based on the comments filed, the issue has been comprehensively addressed by parties. 
Second, the final resolution of this issue will affect all utilities allowed to recover stranded costs.  Therefore, this issue should be addressed and resolved in the unbundling rulemaking project in which a more comprehensive review of the impacts on all affected utilities can be made instead of determining the issue in these securitization proceedings.  These securization proceedings allows for a very limited time to retrieve and review the information necessary for making a final definite resolution for this issue.  In addition, as mentioned earlier, in the three pending securitization proceedings, three different approaches have been proposed.  It appears that it will be more reasonable for the Commission to review all three proposals together and resolve the issue than to resolve the issue through each individual proceeding separately.  

The interim approval of TXU’s proposed allocation factors for allocating the Texas retail generation related assets in this proceeding should allow TXU to proceed with securitization of its regulatory assets. 
Q.
 
Q. Why do you recommend interim approval until a final compliance tariff is ordered by the Commission in TXU’s April 2000 unbundling cases instead of until December 16, 1999 when the issue will be discussed by the Commissioners in the Open meeting?

A. First, the commission must issue a financing order in this proceeding by January 18, 2000.  The commission will conduct a hearing on merits in this proceeding on December 6, 7, and 8, 1999. If the commission decides on a different approach than TXU’s proposal on December 16, 1999, there may not be enough time any way in this proceeding for TXU to make a compliance filing according to the Commission final ruling on this issue before January 18, 2000.  Therefore, it may be more appropriate to finalize TXU’s allocation of the Texas retail generation-related regulatory assets within TXU’s April 2000 cost unbundling docket.  As a matter of fact, in response to my RFI requesting generation demand allocators based on a recent test year such as year ending May 1, 1999, TXU stated that this data does not exist and TXU has not developed A&E-NCP demand allocators for the test year ending May 1, 1999
.
Secondly, as discussed earlier in this testimony, PURA 39.253(f) requires a different method for the allocation of TX Retail stranded cost in excess of $5 billion. The amount of statewide Texas retail stranded cost in excess of $5 billion will not be determined until the resolution of at least the ECOM portion of the April 2000 Unbundling filing proceedings.  Depending on the outcome of the April 2000 cost unbundling proceedings, TXU may need to revise its allocation factors to comply with that mandate anyway.
Q. 
Does TXU propose an adjustment for known and measurable changes to the generation demand allocation factors from test year ending June 30, 1997?

A. Except for removing the wholesale customers’ load, TXU does not propose any adjustments for known and measurable changes. In response to ORA’s RFI Set No. 2, Question HB-13, TXU stated that it does not expect any customer to leave its system for eligible self-generation. In response to Question HB-09 in the same set of RFI’s, TXU also stated that it is the Company’s opinion that the numeric generation demand allocators for retail customers from Docket No. 18490, provides a reasonable approximation of the Company’s retail load characteristics as of May 1, 1999.

ViII. 
development of regulatory asset allocation factor for existing classes UNDER different APPROACHES

R. 
B. 
Q. 
A. 
Q. Did you compare the RAAFs under different approaches? 
A. Yes.  The following table compares by class the Staff’s proposed interim RAAFs, TXU’s proposed RAAFs, Staff estimated RAAF reflecting the load data for the test year ending May 1, 1999, and the RAAF based exclusively on the demand allocator.  The Staff’s proposed interim RAAFs (Column 1) is a result of the TXU’s proposed RAAFs adjusted for the correction of Step 2, as discussed earlier in this testimony. For RAAF updated with May 1, 1999 load data (Column 3), I used an estimate since TXU did not provide demand allocators based on a test year ending May 1, 1999.  I estimated the demand allocators based on a May 1, 1999 test year by reflecting the load growth between energy consumption in D-18490 ( June 30, 1997) and a test year ending May 1, 1999 for each class. The RAAFs based on demand allocators (Column 4) is taken from Docket No. 18490.  I also included the total allocation of Staff’s recommended regulatory assets eligible for securitization (RA) in thousand dollars:
Table No. 3: Allocation of Regulatory Asset
Class
(1)

Staff-Interim

RAAF      $ RA
(2)

TXU Proposed

RAAF    $ RA
(3)

Staff-Demand
Updated 5/1/99
(4)

Pure Demand

(current rates)

Residential
41.27%   $756.2
41.27%  $756.2
42.83%   $784.8
45.90%  $841.0

General Srv-Sec
44.41%    $813.6
46.31%   $848.5    
43.49%   $796.8
42.17%  $772.8

General Srv-Pri
5.85%      $107.3
6.11%     $111.9
5.80%     $106.3
5.56%    $101.9

High Voltage
2.77%      $50.7
2.89%     $52.9
2.69%     $49.3
2.63%    $48.2

Non-firm
5.02%      $92.1
2.72%     $49.8
4.53%     $83.0
3.09%    $56.5

Lighting
.68%       $12.4
0.70%     $13.0
0.66%      $12.0
0.65%    $11.9

Total
100%   $1,832.3
100%  $1,832.3
100%   $1,832.3
100%   $1,832.3


Q. What is your evaluation of this data?
A. As can be seen in the table above, using a recent test year such as May 1, 1999, results in an increase in total regulatory cost responsibility of residential class by 3.8%, which is approximately $28.6 million ($784.8 m - $756.2 m). Each of the non-residential classes experiences a decrease in regulatory cost responsibility accordingly.

Q. Why did you include a comparison to the RAAFs based exclusively on demand allocators?

A. Usually because of the usage pattern, the residential class’s demand allocator is higher than its energy allocator.  In contrast, industrial class’s energy allocator is higher than its demand allocator.  By mandating that fifty percent of the stranded costs allocated to the residential class be based on an energy allocator and increasing the allocation to non-firm class by 150% as in Step 2 described earlier, it is clear that the Legislature’s goal was to decrease stranded costs responsibility of residential class and increase stranded cost responsibility of other classes, especially non-firm class compared to how these assets have been traditionally allocated. As can bee seen in Table No. 3, these goals of the Legislature are still achieved for TXU regardless of the test year for the generation demand allocator. Using a test year of May 1, 1999, the residential class will be responsible for 93.32% of the cost embedded in its existing rates (93.32%=$784.8/$841) and non-firm class will be responsible 147% of costs embedded in its existing rates (147%=$ 83.0/$56.5). 
Q. Did you also calculate the comparison in dollars per kwh?

A. Yes. I calculated the dollar per kwh charge ($/kwh) for each class using the annual net economic impact of the transition bonds provided to me by ORA witness Paul Bellon for the year 2000 assuming a front-end-loaded amortization.  If the commission approves his recommendation of flowing through the benefits of Accumulated Deferred Income Taxes (ADIT) through a separate non-securitized negative Competition Transition Charge (CTC) charge, the expected annual net revenue requirement for year 2000 would be $105,070,216. ($318,463,141-$213,392,925). The results of this calculation are presented in Exhibit HB3-TXU.  The increase in $/kwh charge for the residential class by using the load data from a test year ending May 1, 1999, as compared to the $/kwh charge for the residential class by using the load data from the test year ending June 30, 1997,  is 0.00005 $/kwh.  The average bill impact for an average TXU residential customer who has an average usage of 1300 kwh per month would be $0.06 or 6 cents. 
Q. What is your recommendation regarding RAAF?

A. I recommend interim approval of the RAAF presented in Exhibit HB2-TXU Column 1 for existing classes before consolidation. Commission Proposed Rule 25.344(h)(2) requires any class consolidation to be done in the rate design phase.  In addition, the Commission may order TXU to consolidate classes in a manner other than as set forth in its proposal. The issue of class consolidation is addressed in more detail in the testimony of Staff witness Brian Lloyd.  
Q. Why do you recommend interim approval of the Staff Proposed RAAF for existing classes presented in Exhibit-HB1 Column 1?

A. There are three reasons for my recommendation.  First, PURA 39.253(f) requires a different method for the allocation of TX Retail stranded cost in excess of $5 billion. This amount will be determined in the April 2000 unbundling dockets. Therefore, it may be necessary for TXU to revise its RAAF to comply with that mandate anyway.  Second, Commission has not adopted the rule proposed under Project No. 21083.  The proposed §25.345 relating to Recovery of Stranded Costs Through Competition Transition Charge (CTC) will not be adopted until the Open Meeting on December 16, 1999.  The Commission may adopt an allocation and recovery methodology, which is different than my recommendation. Third, the Commission may also decide to postpone making the decision on stranded cost allocation and recovery issue until the April 2000 unbundling cases in order to evaluate the issue on a utility by utility basis.  Also, TXU may not be able issue the bonds or get AAA rating without any allocation factors on its proposed Regulatory Asset Recovery Factor tariff. This impact of an interim approval instead of a final one on the rating of the bonds is addressed in more detail in ORA Staff Witness Margaret D. Jones’s testimony. 

iX.
 TXU’s Proposed regulatory asset recovery charge tariff

Q. Do you have any recommendation related to proposed tariff pages?

A. Yes. In a recent open meeting Chairman Wood stated his preference that the terms and conditions of the T&D utilities’ tariffs  should have similar terms and conditions and be in a standards format to the extent possible.  The terms and conditions, including the name of the tariff proposed by CPL and TXU in securitization proceedings, are very different.  It will be very confusing to the customers and Retail Electric Providers (REPs) to compare and understand tariffs from each utility.  Therefore, until the Commission adopts standard terms and conditions for T&D utilities’ tariffs,  I recommend that the proposed tariff sheets should be approved on interim basis with the following modifications:

1. TXU should include the actual regulatory assets recovery charges  ($/kwh or $/kw) per customer class that will be in effect during a certain period in its tariff. It is not informative for the REP’s and customers to have only the allocation factors and formulas on the tariff without knowing the actual charges.  

2. TXU should include a section in its tariff stating that a special prospective adjustment may be performed if commission enters an order which requires that competition transition charges be collected and allocated in a different manner than approved in Docket No. 21527.  CPL provides a good example of this in Page 7 of 10 of its proposed Transition Charge Rates Tariff. (Base TC Rate Adjustments).
TXU should file revised tariff pages to comply with the provisions of the financing order. 
Q. Does this conclude your direct testimony?

A. Yes, it does. 
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