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Q.
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

A.
My name is Steve Bartley.  My business address is Lower Colorado River Authority (LCRA), 3701 Lake Austin Boulevard, Austin, Texas 78703.

Q.
WHAT IS YOUR OCCUPATION?

A.
I am Corporate Projects Manager for the LCRA.  I am also the liaison between LCRA’s Corporate Services and TENSCO, the LCRA’s transmission line of business.  In that capacity, I provide financial, accounting and regulatory expertise to TENSCO.

Q.
WHAT IS YOUR EDUCATIONAL AND BUSINESS BACKGROUND?

A.
I received a Bachelor of Business Administration in Accounting from the University of Texas at Austin and a Master of Business Administration from Southwest Texas State University, San Marcos, Texas.  I am also a Certified Public Accountant.


I began my career with the LCRA in 1977 as an Accountant.  From 1980 to 1982, I was employed by the Public Utility Commission of Texas (PUC) in the Accounting Division.  While with the PUC, I testified on accounting matters in numerous water, wastewater, and electric rate proceedings.  From 1982 to 1984, I worked for the City of San Antonio providing advice and recommendations on water, wastewater, gas and electric utility service matters.  In 1984, I returned to the LCRA and over the next five years, assisted the LCRA, and filed testimony, in several major electric rate filings with the PUC.   From 1990 to 1998, I was employed by the City of Austin Electric Utility (Austin Energy) in a variety of rate and regulatory, and marketing positions.   

Q.
WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A.
My testimony will cover the financial books and records that are the basis for the historic test year information reflected in this filing.  I will discuss the functionalization methods used by the LCRA to allocate certain common costs between the LCRA’s unregulated and regulated lines of business.  I will cover the overall transmission cost of service for the historic test year and the adjustments to the historic test year that support the transmission cost of service for the forecast year.  For this filing, the historic test year is the twelve months ending June 30, 1999, the LCRA’s fiscal year.  The forecast test year is the twelve months beginning January 1, 2002.

Q.
PLEASE SUMMARIZE WHAT THE LCRA IS PROPOSING IN THIS FILING.

A.
The LCRA is proposing a forecasted transmission cost of service for calendar 2002 of $ 87,626,794 for the LCRA, and certain wholesale customers, and an estimated ERCOT transmission rate of $1.56 per kW per year.   The increase represents a 33% increase in revenues over revenues provided by the existing ERCOT transmission rate of  $1.17 per kW per year.  The LCRA estimated the ERCOT 4 CP peak demand to be 56,034 mw for 2002 for purposes of this calculation (and presentation of the estimated ERCOT transmission rate.)  The LCRA understands that determination of the ERCOT 4 CP for calendar 2002 will be the subject of concurrent proceedings.  

Q.
WHAT SCHEDULES ARE YOU SPONSORING?

A. I am sponsoring the following LCRA Schedules (and associated sub-schedules) :

Historic Test Year 

Schedule A: Summary of Total Cost of Service

Schedule B: Rate Base

Schedule D: Operation and Maintenance Expenses

Schedule E: Other Items

Schedule F: Functionalization Factors (with S. Nelson)

Forecast Test Year 

Schedule A(f): Summary of Total Cost of Service

Schedule B(f): Rate Base

Schedule D(f): Operation and Maintenance Expenses

Schedule E(f): Other Items


John Meismer is sponsoring Schedules C-2 (historic) and C(f) (forecast).  Stuart Nelson is sponsoring certain functionalization factors presented in Schedule F and discussed in his prefiled testimony.

Q. WERE THE SCHEDULES YOU ARE SPONSORING PREPARED BY YOU OR PREPARED UNDER YOUR SUPERVISION?

A. Yes, they were.

Q. WHAT IS THE BASIS FOR THE ACCOUNTING FIGURES UTILIZED IN THE HISTORIC TEST YEAR SCHEDULES?

A.
Information reflected in the historic test year schedules is provided from the accounting books and records of the LCRA.

Q.
WHAT IS THE PERIOD REPRESENTED BY THESE SCHEDULES?

A.
The figures included in the historic test year schedules are from the accounting books and records of the LCRA for the period July through June 1999, the LCRA’s fiscal year.  The amounts included in the forecast test year schedules are estimates based on the historic test year information and the adjustments discussed in my testimony and Mr. Nelson’s testimony.

Q.
ARE ALL ACCOUNTING FIGURES (UTILIZED IN THE HISTORIC TEST YEAR SCHEDULES) FROM THE BOOKS AND RECORDS OF THE LCRA ACCOUNTED FOR IN AN ACCEPTABLE MANNER?

A.
Yes, all accounting figures from the books and records of the LCRA are accounted for in accordance with generally accepted accounting principles.  Total company costs included in the historic schedules have been traced and agree with audited financial statements for the fiscal year.

Q.
ARE THE LCRA'S ACCOUNTING BOOKS AND RECORDS KEPT CONSISTENT WITH THE FEDERAL ENERGY REGULATORY COMMISSION'S (FERC) UNIFORM SYSTEM OF ACCOUNTS?

A.
Yes.

Q. WHY IS THE LCRA PROPOSING TO INCLUDE THE TRANSMISSION COST OF SERVICE OF CERTAIN WHOLESALE CUSTOMERS IN THIS FILING, AND AS PART OF ITS PROPOSED TARIFF?

A. As discussed in the testimony of Stuart Nelson, the LCRA leases and operates the transmission facilities owned by 15 of LCRA’s wholesale electric customers.  In the last TCOS proceedings in 1996, the LCRA and certain customers decided to make one filing, which represents our aggregate transmission cost of service, and to operate under a single ERCOT transmission tariff.  A joint filing gives LCRA’s wholesale customers the same opportunity as any other transmission owning entity to recover transmission costs, allowable under the rules and rate filing requirements of the Commission.  We agreed to jointly file sufficient transmission cost of service information to allow the Commission to make a fair and equitable determination of the reasonable transmission costs that the LCRA and its customers are entitled to recover in this proceeding.  The Commission approved a joint LCRA and customer transmission cost of service, and a single transmission tariff in PUC Docket No. 15640.  The non-IOU rate filing package expressly permits a joint filing by a river authority and one or more of its customers.

The additional customer transmission cost of service we are proposing in this filing represents the difference between the wholesale customers’ transmission cost of service, allowed under the rules and rate filing requirements of the PUC, and the amounts LCRA expects to pay customers for the lease of transmission  facilities in calendar year 2002. 

Q.
PLEASE DESCRIBE THE METHODS THE LCRA USED IN ALLOCATING LCRA’S TOTAL COST OF SERVICE TO THE GENERATION, TRANSMISSION AND DISTRIBUTION FUNCTIONS.

A.
LCRA functionalized its overall total cost of service to electric and non-electric functions, and then within electric, to the following four functions: generation, transmission, (wholesale) distribution and retail.  The distribution function represents LCRA’s wholesale distribution service.  The retail function is unbundled and is shown separately as LCRA continues to serve three retail customers.   

LCRA allocated costs to the appropriate function using the three-step process set forth in General Instruction No. 11 of the Non-IOU TCOS RFP as follows:

1. Direct Assignment – For each FERC account, costs shall be directly assigned to functions to the extent possible, and all relevant workpapers are provided.

2. Account Specific Functionalization – The utility should provide detailed workpapers documenting the nature of any costs that cannot be directly assigned.  For adequately documented costs, the utility may derive an account-specific functionalization factor based on the directly assigned costs or appropriate cost-causation principles.  The utility must justify the assignment of common costs to regulated functions and must present evidence to support any such assignment. 

3.
Other – If adequately documented costs remain for which direct assignment or account-specific functionalization cannot be identified, the appropriate functionalization factor prescribed in Schedule F may be used.  These functionalization factors shall only be used as a last resort.  If a utility deems a functionalization factor other than the factors prescribed in Schedule F to be necessary, the utility shall provide a detailed justification for the chosen functionalization factor.
Using this three-step process, LCRA was able to directly assign most of its cost of service components to the appropriate function as discussed throughout this testimony. 

OVERALL TRANSMISSION COST OF SERVICE (TCOS) - HISTORIC TEST YEAR

Q.
PLEASE DESCRIBE THE INFORMATION REFLECTED ON SCHEDULE A.

A.
This schedule summarizes LCRA’s overall cost of service functionalized for the historic test year.  This schedule reflects the electric cost of service for LCRA unbundled into the four functions: generation, transmission, (wholesale) distribution and retail.   All costs reflected on this schedule are referenced to detail schedules B through E and the appropriate workpapers.   This schedule reflects a total historic test year transmission cost of service of $58,753,887.

Q. PLEASE DESCRIBE WHAT IS REFLECTED ON SCHEDULE B.

A.
This schedule summarizes LCRA’s electric rate base as of the end of the historic test year, separated into the four functions.  All costs reflected on this schedule are referenced to detail schedules B-1 through B12 and the associated workpapers.  This schedule reflects a total historic test year transmission rate base of $314,933,098.


I will discuss each of the schedules referenced on Schedule B:


Schedule B-1 summarizes LCRA’s plant by FERC accounts 301-374  functionalized pursuant to General Instruction No. 11.  The total plant amounts tie to the book balances at the end of the fiscal year.  Intangible Plant was allocated to the respective function based on Net Plant in Service, excluding General Plant.  Production Plant associated with electric operations (310-346) was directly assigned to generation.   For transmission plant, account 350.1, Land and Land Rights-Stations, was allocated based on the one line analysis described in Mr. Nelson’s testimony.  Account 350.2, Land and Land Rights-Lines, was directly assigned to transmission.


Accounts 352, Structures and Improvements, and Account 353, Station Equipment, was allocated to the four functions based on functionalization factors developed from an analysis of substation one-line diagrams and the associated substation investment.  Mr. Nelson discusses the one-line analysis in his testimony.  Accounts 354-356, are directly assigned to transmission, as these accounts represent transmission line assets.


For distribution plant, the only account allocated to the transmission function is Account 370, Meters, which was allocated to functions based on an account-specific allocator determined by a review of the LCRA’s investment in metering equipment and the functions provided by such equipment.


Schedule B-2 summarizes LCRA’s General Plant recorded in FERC accounts 389-399.  Account 390 Structures and Improvements was itemized by location, as either Service Center or corporate facilities.  The investment associated with the Service Center was allocated based on the square footage associated with facilities (and lines of business) located at the service center.  The corporate offices were allocated based on Net Plant in Service excluding General Plant.


Schedule B-3 reflects the balance of communication investment recorded in FERC account 397.   This account reflects investments the LCRA has made to install a corporate telephone network and a comprehensive radio and digital (microwave and fiber) communications network which supports all LCRA’s activities and services.  LCRA separated the investments reflected in account 397 into telephone, radio, and digital categories, and allocated each category to the functions based on an account-specific allocator.  Telephone investments were allocated to functions based on actual telephone lines in service.  Radio investments were allocated to functions based on the number tower activations resulting from radio use by line of business. Digital service investments were allocated to the appropriate function based on actual (T-1) circuit miles in use by each LCRA line of business.  In each case, the telephone, radio and digital investments are allocated to the appropriate LCRA business based on actual infrastructure usage.     


Schedule B-4 shows the amount of Construction Work in Progress (CWIP) recorded on LCRA’s books as of the end of the historic test year.  LCRA functionalized CWIP on the same basis as the corresponding Plant In Service FERC account. 

Schedule B-5.  This schedule reflects the recorded accumulated provision for depreciation detailed by primary account classification. Accumulated depreciation was functionalized on the same basis as the corresponding Plant In Service FERC account.  


Schedule B-6.  LCRA does not have Electric Plant Held for Future Use as of the end of the historic test year.


Schedule B-7.  LCRA recorded an Accumulated Provision for Bad Debts as of the end of the historic test year, however, the amount recorded was directly assigned to non-electric operations.


Schedule B-8 reflects the amount of Materials and Supplies functionalized based on Net Plant in Service.


Schedule B-9 reflects the amount of cash working capital functionalized on the same basis as the underlying expense.  The amount of cash working capital for LCRA is one-eighth of O&M in accordance with P.U.C. Subst. Rule 25.231 (c)(2)(B)(iii). 

Schedule B-10 shows the amounts of prepayments functionalized on the same basis of the underlying expense.  Prepayments associated with property insurance and prepaid maintenance are allocated based on Net Plant in Service.  The remaining prepayments are allocated on Payroll excluding A&G. 

Schedule B-11 presents the Other Rate Base Items.  This account is primarily comprised of Fuel Inventories, which are directly assigned to generation, and deferred charges which are directly assigned to generation and non-electric.  Deferred Credits for the radio and digital communications network are allocated to functions on the same basis as the corresponding communication investments.

Schedule B-12 presents LCRA’s regulatory assets.  The investments related to LCRA’s natural gas program and Cummins Creek are directly assigned to generation.  The remaining “costs to be recovered” are primarily accounting for differences between the recorded depreciation and associated principal payment on debt, for assets financed by long term debt.  Since LCRA has historically used debt financing for all long term electric assets, the “costs to be recovered” is allocated on electric plant. 

Q. PLEASE DESCRIBE WHAT IS PRESENTED ON SCHEDULES D, E, AND F.

A.
Schedule D-1 presents LCRA’s overall operations and maintenance (O&M) expense recorded in FERC accounts 500-917 for the historic test year.  Production plant accounts 500-532 are directly assigned to generation.  Hydraulic generation expenses are allocated between non-electric (water operations) and generation, with no assignment to transmission.  Account 555, Purchased Power is directly assigned to generation, however, revenues associated with transmission losses (also reflected in 555) are directly assigned to transmission.  

O&M expenses recorded in accounts 555-556 associated with the operation of the System Operation and Control Center (SOCC) are allocated to generation and transmission based on an account-specific allocator.  Stuart Nelson discusses the operation of the SOCC and the development of the SOCC allocator in his testimony.

Schedule D-2 reflects LCRA’s administrative and general (A&G) expenses recorded in FERC accounts 920-935.  LCRA used the functionalization factors reflected in Schedule F to allocate LCRA’s A&G expense to the appropriate function. 

Schedule D-3.  This schedule presents LCRA’s gross payroll expense (with benefits) recorded in FERC accounts 500-935.  LCRA’s gross payroll was functionalized using the same factors as the corresponding accounts in Schedule D-1 (O&M).  Certain O&M accounts which include labor for supervision and engineering (example: Account 560, Transmission Operation, Supervision & Engineering) are functionalized using a composite factor based on gross payroll for accounts 562-567.

Schedule D-5 presents a summary of expenditures during the historic year for items specifically not allowed in TCOS, by statute or PUC Rules.  LCRA deducted these expenditures in the determination forecast test year transmission cost of service. 

Schedule E-1 presents LCRA’s plant depreciation rates and depreciation expense by FERC account, functionalized based on the corresponding plant factor.  This schedule also includes an explanation of the process by which LCRA established the depreciation rates shown on this schedule.  

Schedule E-2. LCRA recorded net expenses of $8,013,744 for certain statutory requirements for which LCRA has responsibilities under the LCRA Act.   This amount is functionalized based on the percent of gross revenues of each line of business.  The amount allocated to transmission is $918,543.

Schedule E-5.  LCRA recorded revenue associated with unplanned service over the DC tie of $161,854. This revenue was directly assigned (credited) to transmission. 

Schedule F.  This schedule provides a listing of LCRA’s functionalization factors.  Workpapers and narrative explanations supporting the factors is provided in Volume 3 (WP Sch. F). 

FORECAST YEAR ADJUSTMENTS

Q. PLEASE DISCUSS THE ADJUSTMENTS LCRA IS PROPOSING TO ESTIMATE THE FORECAST TEST YEAR COST OF SERVICE FOR LCRA TRANSMISSION SERVICE.

A. I will discuss the adjustments to operations and maintenance first followed by the adjustments to Other Taxes and rate base.  The workpapers and calculations supporting the O&M adjustments are contained in Volume 3, Forecast Adjustments.

OPERATIONS AND MAINTENANCE – LABOR AND BENEFITS


LCRA is proposing an adjustment of $5,503,442 to the historic test year for increased labor and employee benefit costs.  This adjustment recognizes changes in labor and benefits cost that have already occurred and are expected to occur through the forecast year.  LCRA’s labor and benefit costs are increasing due to:

· Increased capital spending

LCRA’s capital budget for transmission has more than doubled since fiscal year 1999 due primarily to load growth and the location of independent power plants within LCRA’s control area.

· Commitment to safe and reliable maintenance of the transmission system

Operation and maintenance must keep pace with the construction of new facilities.  New procedures to improve reliability, meet regulatory requirements, and improve environmental performance have added to maintenance costs.  Coincident with deregulation of electric markets, system operations staff are taking on new roles and responsibilities.

· Competitive wage pressures
Salary survey data indicates that LCRA transmission wage rates are below average wage rates on several job classifications primarily in utility-specific classifications such as system operations, transmission maintenance and engineering.  Mr. Nelson will discuss this in more detail in his testimony.

Beginning in February 2000, LCRA implemented staged pay equity adjustments of approximately $1.5 million to bridge the competitive wage gap for certain job classifications.  The increases were targeted to specific job classifications rather than offered across the board.  Additional wage increases are planned for fiscal year 2001 to recognize performance, continue bridging the competitive gap and bring new staff on at competitive rates of pay.  

The proposed labor adjustment is based on the following factors:

· LCRA annualized the TENSCO labor and payroll benefits actually charged to transmission O&M for the ten months of the current fiscal year (through April 2000) to determine a current TENSCO gross payroll of $12,296,098.

· The addition of 37 full time positions for TENSCO.  Approximately half of the proposed additions are new positions created to deal with the growth in capital and O&M requirements.  The other half are vacancies that have grown due to the high turnover rate.  The increase in TENSCO’s gross payroll is expected to be $$2,180,100.

· A 6.5% merit adjustment effective in July 2000 for fiscal year 2001.

· A 1.0% increase in payroll-related benefits and taxes for fiscal year 2001.

· A 5.0% merit adjustment effective in July 2001 for fiscal year 2002.

· A 1.0% increase in payroll-related benefits and taxes for fiscal year 2002.

· A 3.0% merit adjustment effective in July 2002.  One-half of this (1.75%) was used to reconcile this adjustment with the forecast test year.

The resultant gross payroll for TENSCO of $16,802,372 was then allocated to the transmission and wholesale distribution functions based on the percent of labor allocated to these functions for the historic test year.  This adjustment is presented in more detail in Volume 3, Forecast Year Adjustments.


Operations and Maintenance - Non-Labor


Historic year non-labor transmission operations and maintenance costs have been increased by 4.89% using the forecasted change in the Gross Domestic Product Implicit Price Deflator (GDP/IPD) which is 104.4 for the second quarter of 1999 and is expected to rise to 109.5 by the second quarter of 2002.  The GDP/IPD is a nationally published inflationary index for the total production and consumption of goods and services throughout the economy. The GDP/IPD represents a more appropriate index to use for utilities for forecasting increases in O&M than the Consumer Price Index which is prepared specifically for consumer oriented commodities.  The proposed increase of 4.89% represents less than a 2% increase per year on an annual basis.  The adjustment for non-labor O&M increases is $503,194. 

Operations and Maintenance – Transmission Lease


As discussed in Stuart Nelson’s testimony, LCRA has entered into agreements with certain wholesale electric customers for lease of certain transmission and transformation facilities.  Using the transmission planning process discussed in Mr. Nelson’s testimony and capital projects reflected in the Transmission System Improvements Plans for 1999 and 2000, LCRA projected the additional cost LCRA will incur for lease of customer transmission facilities in 2002.  The proposed adjustment to the historic test year lease expense is  $844,963.

Operations and Maintenance - Right of Way Maintenance

LCRA’s fiscal year 2001 transmission budget includes $525,787 for outside services to assist LCRA with right of way (ROW) maintenance.  LCRA will contract with two crews to assist in LCRA’s ROW maintenance program.  These crews will be used for tree trimming and ROW clearing.  Over the last several years, the overall integrated vegetation management program, which includes ROW clearing, has not kept up with the growth and has been hampered by the insufficient resources, causing the system to be under-maintained.  As a result, system reliability is impacted.  Tree contact with transmission lines is a major source of service interruptions and a risk to system reliability. 

Another impact is access to the ROW.  Under-maintained vegetation causes major problems for LCRA line crews attempting to access transmission lines and structures.  It is common practice for utilities to use contractors to do this type of work.  

Non-recurring O&M items in fiscal year

LCRA is proposing two adjustments to the historic test year to eliminate non-recurring items.  An adjustment of $140,359 is proposed to eliminate out of period revenues associated with transmission loss revenue which was recorded in FERC account 555.  An adjustment of $475,634 is proposed to eliminate a one-time write off of a transportation clearing account which was recorded to FERC account 573.  

Summary of Exclusions 

LCRA is proposing to deduct historic test year expenditures of $270,488 associated with legislative, social and recreational activities specifically not allowed in transmission cost of service under PUC rules. 

Q. PLEASE DISCUSS THE ADJUSTMENTS YOU ARE PROPOSING TO TAXES OTHER THAN INCOME TAX.

A.
LCRA is proposing adjustments to reflect property and franchise taxes LCRA will incur for the first time in calendar year 2002 as a result of the business separation requirements of Senate Bill 7.  Workpapers and calculations supporting the Adjustments to Taxes Other Than Income Tax are contained in Volume 3, Forecast Adjustments..  

Property Taxes


The LCRA, through its non-profit corporation, will begin to accrue property taxes effective January 1, 2002 as discussed in Mr. Meismer’s testimony.  In anticipation of such obligation, LCRA undertook a property tax study in November 1998 and since than has contracted with a property tax management consultant to assist LCRA in estimating LCRA’s property tax expense for 2002.  LCRA has updated the calculations for estimated 2002 property taxes, based on the plant additions and accumulated depreciation reflected in this filing and estimated a property tax for transmission service of $4,887,301 for the forecast year.

Franchise Taxes

LCRA will begin accruing State Franchise Taxes in 2002.  The tax will be computed as follows:

The tax for the non-profit corporation is based on equity at year-end at a rate of .25%.  The tax is payable May 15th each year, based on the prior fiscal year’s financial results.  LCRA computed the estimated tax liability for transmission service by allocating LCRA’s estimated equity at June 30, 2001 by rate base to establish a transmission equity amount and applying the .25% tax rate.  The estimated franchise tax for transmission is $316,547.

Statutory Requirements


As discussed in Mr. Meismer’s testimony, LCRA must use a portion of the revenues from all of its revenue producing activities to fund its statutory requirements that do not produce revenues.  The LCRA Board of Directors has determined by Board Policy that the cost of service for electric and water rates will include funding for these activities equal to 3% of gross revenues of the electric and water lines of business.  LCRA is proposing an adjustment of $1,361,457 for the forecast test year to reflect a funding level for these activities consistent with LCRA Board Policy. 

Q. PLEASE DISCUSS THE ADJUSTMENTS YOU ARE PROPOSING TO LCRA’S HISTORIC YEAR RATE BASE.

A. LCRA is proposing several adjustments to forecast the 2002 rate base for LCRA.  Workpapers and calculations supporting these adjustments are contained in Volume 3, Forecast Adjustments.

Reclassify CWIP to Transmission Plant in Service 

LCRA is proposing to reclassify $39,437,318 of historic test year transmission CWIP to transmission plant in service to recognize that the projects represented by these investments will be in service by the forecast test year.  

Transmission System Improvements

The LCRA Transmission System Improvements Plan for 1999 and 2000 discussed in Mr. Nelson’s testimony presents the ten-year capital plan for LCRA and wholesale customer electric customers for transmission and substation improvements within the LCRA’s existing service territory.  LCRA is proposing to add $64,327,800 to transmission plant in service for transmission projects expected to be in service by the forecast test year.  The projects were functionalized to transmission and transformation as discussed in Mr. Nelson’s testimony.

Service Center

As discussed in Mr. Nelson’s testimony, LCRA is undertaking a major renovation of the Dalchau Service Center located in Southeast Austin.  This Service Center is the major activity center for LCRA’s transmission organization, although other LCRA lines of business use and have offices at this site.  LCRA has functionalized the cost to renovate the Service Center to the appropriate function by square footage based on the LCRA activities that will be located at the site in 2002.  The transmission capital investment was then split between transmission and transformation using the rate base allocator.  An adjustment of $19,436,451 is proposed to reflect the Service Center capital improvements to (transmission) general plant.

SOCC

The LCRA has also constructed a new System Operation Control Center (SOCC) at the Dalchau Service Center as discussed in Mr. Nelson’s testimony.  The $14.9 million cost of the new SOCC was allocated to LCRA functions based on an account-specific allocator discussed in Mr. Nelson’s testimony.  The transmission investment was then split between transmission and transformation using the rate base allocator.  An adjustment of $11,368,700 is proposed to add SOCC capital investments to (transmission) general plant. 

EMS

The LCRA has employed a new Energy Management System (EMS) to monitor and control the LCRA generation and transmission system.  The need to replace the old EMS, installed in 1985, was driven by the need to support new ancillary services and EMS services, and to provide tools to facilitate improved generation and transmission analysis.  The total cost of the new SOCC of $6.4 million was functionalized to generation and transmission using allocation factors discussed in Mr. Nelson’s testimony.  The transmission investment was then split between transmission and transformation using the rate base allocator.  An adjustment of $4,8765,043 is proposed to reclassify EMS capital investments to (transmission) general plant. 

Generation Metering

LCRA estimates the cost to install revenue quality metering at all LCRA generation facilities to be approximately $1,545,000.  These meters will be necessary to facilitate the settlements process by allowing both generation and load metering to determine differences between scheduled and actual energy production and use.  The transmission entity with generation interconnection responsibility must install the generation meters as set forth in the Standard Generation Interconnect Agreement approved by the PUC.   An adjustment of $1,545,000 proposed to recognize the cost of generation metering.

Generation Interconnects

As part of its control area responsibilities, LCRA must build transmission to provide an interconnection between new generating facilities and the existing ERCOT transmission grid.  LCRA is also constructing a 100-mile transmission line to connect the wind generators in West Texas to the ERCOT grid.  This project was initiated at the request of the ERCOT ISO, and LCRA has estimated the cost of this particular capital project at $32.6 million.  LCRA has agreements with four entities for generation interconnections and is negotiating with two more generating entities to complete interconnections construction in LCRA’s service area by 2002.  The total cost of these projects is estimated at $53,082,100.

Q. SINCE LCRA IS PROPOSING ADJUSTMENTS TO TRANSMISSION PLANT IN SERVICE BEYOND THE HISTORIC TEST YEAR, IS LCRA ALSO PROPOSING TO INCREASE ACCUMULATED DEPRECIATION FOR TRANSMISSION PLANT IN SERVICE AS OF THE END OF THE HISTORIC TEST YEAR?

A. Yes.  LCRA is proposing an adjustment to accumulated depreciation to reflect the depreciation on transmission plant in service as of the historic test year as well as depreciation on the transmission capital projects I discussed above.   The proposed adjustment to accumulated depreciation is $34,862,582.

Q. IS LCRA PROPOSING ANY OTHER ADJUSTMENTS TO THE FORECAST YEAR RATE BASE?

A. LCRA is proposing an adjustment to the forecast cash working capital to reflect the increase in forecast test year O&M expenses using the one-eighth of O&M formula allowed by PUC Rules.  The proposed cash working capital adjustment is $954,115.

LCRA is also proposing an adjustment of $39,437,318 to eliminate the historic test year amount of CWIP for transmission since this amount has been reclassified to transmission plant in service for the forecast test year.

Q. PLEASE SUMMARIZE SCHEDULES B(f) AND A(f) FOR THE FORECAST TEST YEAR.

A.
Schedule B(f) presents LCRA’s proposed forecast rate base for 2002.  The forecast transmission rate base is $435,660,726 compared to $314,933,098 for the historic year.

Schedule A(f) presents LCRA’s proposed forecast TCOS for 2002 of $87,626,794.

This schedule also presents the TCOS for LCRA wholesale customers participating in LCRA’s combined TCOS.

Q. DOES THIS CONCLUDE YOUR TESTIMONY?

A.
Yes.

AFFIDAVIT OF STEVE BARTLEY





§

STATE OF TEXAS

§





§

BEFORE ME, the undersigned authority, Steve Bartley, being first duly sworn, deposes and states:

"My name is Steve Bartley. I am employed as Corporate Projects Manager of the Lower Colorado River Authority, having its principal place of business at 3701 Lake Austin Boulevard, Austin, Texas.  I am over the age of twenty‑one and am competent to make the following affidavit:

The foregoing testimony offered by me is true and correct and the opinions stated therein are, in my judgment and based upon my professional experience true and correct."

Steve Bartley

SUBSCRIBED AND SWORN TO BEFORE ME this             day of May, 2000.

Notary Public, State of Texas
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