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Q.
Please state your name and business address.

A.
My name is David A. Naylor. My business address is 5555 North Grand Blvd., Oklahoma City, Oklahoma 73112-5507.

Q.
By whom are you employed?

A.
I am employed by C. H. Guernsey & Company, Consulting Engineers and Architects, Oklahoma City, Oklahoma.

Q.
What is your position with the firm, and what are your general areas of responsibility?

A. 
I am a Senior Engineer in the Analytical Service Group of the Energy Division. I work on a number of the firm’s projects in such areas as contract negotiations, power supply studies, rate analysis and engineering economic analysis.  I have prepared a number of Transmission Cost of Service (“TCOS”) studies pursuant to Substantive Rule §23.67.

Q.
Please summarize your educational and professional background 

A.
Exhibit DAN-1 is a (esum( summarizing my educational and professional background.

Q.
On whose behalf are you appearing in this proceeding

A.
I am appearing on behalf of Central Texas Electric Cooperative, Inc. ("Central Texas"). Central Texas is an all-requirements customer of the Lower Colorado River Authority ("LCRA"), and one of the joint applicants in this proceeding.

Q.
What is the purpose of your testimony?

A.
The purpose of my testimony  is to present the Transmission Cost of Service ("TCOS") for Central Texas pursuant to Substantive Rules  §§25.191‑25.198 and §§25.200‑ 25.204

Q.
Are you sponsoring any schedules in support of your direct testimony?

A.
Yes. Exhibit DAN-2 contains the schedules required under the Commission's  Non-IOU Transmission Cost of Service Filing Package ("TCOSFP"). I am sponsoring all of the schedules in Exhibit DAN-2 In addition, Exhibit DAN-3 provides the workpapers supporting the TCOSFP schedules.

Q.
Were these schedules prepared by you or under your direct supervision?

A.
Yes, they were.

Q.
What is the source of the data used to develop these schedules?

A.
The data was provided by Central Texas, and was obtained from their books and records. In addition, information was provided by LCRA regarding the functionalization of costs recorded in Accounts 360, 361 and 362 between the transmission and distribution functions.

Q.
Is this the type of information which would normally be relied upon by experts in this field?

A.
Yes.

Q.
Are these schedules true and correct to the best of your knowledge?

A.
Yes, they are.

Q.
Were these schedules developed consistent with the requirements of the TCOSFP?

A.
Yes, they were.

Q.
Did Central Texas use a forecasted test year ending 2002?

A.
Yes.

Q.
How was Central Texas’s forecasted data developed?

A.
Central Texas’s plant additions were obtained from joint discussion with LCRA and Central Texas’s financial forecast. Central Texas’s O&M expenses were assumed to grow at a 3.50% growth rate.

Q.
Have you determined the TCOS for Central Texas in accordance with Substantive Rules §§25.191‑25.198 and §§25.200‑ 25.204 and the TCOSFP?

A.
Yes. As shown on Schedule A(f)-1, the TCOS for Central Texas is $313,921. This amount is net of the lease payments received by Central Texas from LCRA, of which $139,812 were transmission related. (See WP/E-5/1). 

Q.
Please briefly describe the transmission facilities owned by Central Texas.

A.
Central Texas owns 69 miles of transmission line rated 60 kV or above, all of which are under Substantive Rules §§25.191‑25.198 and §§25.200‑ 25.204. Central Texas leases all of its transmission facilities (and a portion of its distribution facilities) to LCRA pursuant to a lease agreement approved by the Commission.

Q.
What is the transmission lease?

A.
The Transmission Lease Agreement granted the LCRA "the exclusive right to use, connect to and operate Lessor's Facilities described in Exhibit A, together with the premises upon which such Facilities are situated, whether by easement or by fee, as part of LCRA's transmission system." For this right the LCRA pays a monthly fee, based on the book value of the lease facilities. The Lease was approved by the Commission in Docket No. 9427, and enables the LCRA, with its customers, to plan and operate facilities owned by several entities as a single system.

Q.
Please explain how you calculated rate base for the transmission function.

A,
The calculation of the various components of rate base are presented in Schedules B(f)-1 through B(f)-11, and summarized on Schedule B(f). The only transmission rate base components for Central Texas are net plant in service, working capital, and customer deposits. As shown on Schedule B(f), the total rate base for the transmission function for Central Texas is $1,814,939.

Q.
Did Central Texas functionalize any of its investment in distribution substations to transmission?

A.
Yes. As shown in Schedule B(f)-1, Central Texas functionalized a total of $1,065,986 from Accounts 360, 361 and 362 to the transmission function.

Q.
How was the amount of transmission facilities in Accounts 360, 361 and 362 determined?

A.
LCRA performed a substation-by-substation replacement cost analysis of the distribution substation facilities owned by Central Texas. Based upon its analysis, LCRA determined that 42.26% of the facilities in Accounts 360 - 362 that are leased by LCRA from Central Texas were transmission related. The calculation of this percentage, and one-line diagrams for each of Central Texas's substations is included in the material filed by LCRA. The calculation of the functionalization of Accounts 360 through 362 is provided in Workpaper WP/B-1/2.

Q.
How did you functionalize communication equipment?

A.
All of the communication equipment owned by Central Texas is considered common communication equipment, much like general plant, and was functionalized based on the PLTXGNL-N factor.

Q.
Did you also transfer accumulated depreciation and depreciation expense amounts consistent with your functionalization of distribution substations?

A.
Yes. A portion of both accumulated depreciation and depreciation expense for Accounts 361 and 362 was assigned to the transmission function in proportion to the amount of plant investment in those accounts assigned to the transmission function.

Q.
How did you calculate cash working capital?

A.
As shown in Schedule B(f)-9, cash working capital was calculated as one-eighth of annual O&M expenses excluding fuel and purchased power. This method is consistent with the Commission's Substantive Rule §25.231.

Q.
Did you calculate a rate of return for Central Texas based on the modified times-interest-earned-ratio ("TIER") of 2.0 times presumed reasonable for distribution cooperatives under the TCOSFP?

A.
Yes.  Based on a modified TIER of 2.0 times, and Central Texas's adjusted interest expense for long-term debt, the rate of return is 5.671%, the calculation of which is presented in Schedule C(f)-4.

Q.
How did you determine O&M expenses assigned to the transmission function? 

A.
As shown on Schedule D(f)-1, functionalized transmission expenses include amounts charged to transmission O&M accounts (560 - 573), a portion of distribution O&M expenses functionalized to transmission based upon the re-functionalization of certain substation facilities to transmission, and a portion of A&G expenses is shown in Schedule D(f)-5.

Q.
How did you treat customer deposits for purposes of the TCOS?

A.
Customer deposits were included as a credit to the distribution function on Schedule B(f).

Q.
How did you functionalize taxes other than income taxes?

A.
As shown on Schedule E(f)-2, payroll taxes were functionalized based upon the PAYXAG factor. Franchise taxes and property taxes were functionalized based upon the PLTSVCN factor.

Q.
Does this conclude your direct testimony?

A.
Yes, it does.
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ELECTRICAL ENGINEER
REGISTRATIONS
Professional Engineer Intern:
E.I. 9693

EDUCATION
Masters of Industrial Engineering (Candidate), Auburn University

Bachelors of Science, Electrical Engineering (magna cum laude), The University of Oklahoma, 1994

Modeling and Analysis of Modern Power Systems, The University of Texas at Arlington, 1995

PROFESSIONAL ACTIVITIES

Member, Institute of Electrical and Electronics Engineers

EXPERIENCE
1995 - Present
C. H. Guernsey & Company, Engineers $ Architects $ Consultants; 5555 North Grand Boulevard, Oklahoma City, Oklahoma  73112-5507.

Areas of responsibility include development and presentation of transmission cost of service studies, and unbundled cost of service studies resulting in unbundled tariff development, including transmission tariffs responsive to FERC rules; development and evaluation of solicitation packages for competitive procuring power supply in the emerging electric utility competitive generation market; analysis of electric utility transition and providing training to utility executives on the emerging utility structures and analysis of power supply issues, including cost minimization and allocation among multiple parties. These studies, analyses, and presentations have been conducted in numerous states including Texas, Georgia, Colorado, and Utah. Mr. Naylor has also been actively involved in the Texas Stakeholder Process for implementation of electric industry restructuring.

1993 - 1994
University of Oklahoma, Norman, Oklahoma; Teaching Assistant: Electromagnetic Fields II.

1990 - 1994
Arkansas Electric Cooperative Corporation, Little Rock, Arkansas - Summer Intern: Design Technician in Transmission Design Department and Junior Design Technician in Transmission Design Department.
RELATED EXPERIENCE
Development and Evaluation of Power Supply Solicitation Proposals
Magic Valley Electric Cooperative, Texas

Rayburn Country Electric Cooperative, Texas

Industry Restructuring
Statewide Association of Texas Electric Cooperatives

Power Supply Issues
Magic Valley Electric Cooperative, Texas B Pooling Feasibility Analysis

Oglethorpe Power Corporation, Georgia B Allocation of energy costs and revenues among members

Rayburn Country Electric Cooperative, Texas B Load forecasting and resource reporting

South Plains Electric Cooperative, Texas B Determining resource requirements

Unbundled Cost of Service Studies and Unbundled Tariff Development
Bandera Electric Cooperative, Texas B TCOS

Big Country Electric Cooperative, Texas B TCOS

Bluebonnet Electric Cooperative, Texas B TCOS

Central Texas Electric Cooperative, Texas B TCOS

Coleman County Electric Cooperative, Texas B TCOS

Concho Valley Electric Cooperative, Texas B TCOS

Deseret G&T Cooperative, Utah B Unbundled COS and Open Access Transmission Tariff

DeWitt Electric Cooperative, Texas B TCOS

FEC Electric Cooperative, Texas B TCOS

Garkane Power Association, Utah B Transmission Rate and Third-Party Wheeling Negotiations

Golden Spread Electric Cooperative, Texas B Transmission Equalization Study

Grayson-Collin Electric Cooperative, Texas B TCOS

Lamar County Electric Cooperative Assn., Texas B TCOS

Magic Valley Electric Cooperative, Texas B TCOS

Medina Electric Cooperative, Texas B TCOS

Northwest Iowa Power Cooperative, Iowa B Unbundled Transmission Tariff and COS

Rayburn Country Electric Cooperative, Texas B TCOS (Docket No. 21265)

San Bernard Electric Cooperative, Texas B TCOS

South Texas Electric Cooperative, Texas B TCOS

Southwest Texas Electric Cooperative, Texas B TCOS

Taylor Electric Cooperative, Texas B TCOS

Trinity Valley Electric Cooperative, Texas B TCOS (Testimony to be filed)

Tri-State G&T Association, Colorado B Unbundled COS and Open Access Transmission Tariff
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