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SOAH DOCKET NO. 473-02-3169
PUC DOCKET NO. 26000

APPLICATION OF WEST TEXAS § BEFORE THE
UTILITIES COMPANY FOR § STATE OFFICE OF
AUTHORITY TO RECONCILE § ADMINISTRATIVE HEARINGS
FUEL COSTS §

WEST TEXAS UTILITIES COMPANY’S RESPONSE TO OFFICE QF
PUBLIC UTILITY COUNSEL’S NINTH REQUEST FOR INFORMATION

Question No. 9-1:

Referencing Exhibit RWH-3 of Mr. Hamlett’s testimony, please provide a citation to the specific
workpapers and columns which provide the development of the “Reclass And Adjustments”
amounts in column (2) and explain the basis for these adjustments.

Response No. 9-1:

Please see WP/Exhibit RWH-2 — 5, Pages 7-10 of 20. The basis for the adjustments are provided
in the footnotes to the workpapers.

Prepared By:  Randall W. Hamlett Title: Manager Regulatory Accounting
Services

Sponsored By: Randall W. Hamlett Title: Manager Regulatory Accounting
Services



SOAH DOCKET NO. 473-02-3169
PUC DOCKET NO. 26000

APPLICATION OF WEST TEXAS § BEFORE THE
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Question No. 9-2:

Referencing Exhibit RWH-3, Column 4 of Mr. Hamlett’s testimony, please identify and define each
component of the non-eligible purchased power expense and explain the basis for classifying each
component of expense as non-eligible.

Response No. 9-2:

A detail listing of the charges is provided in WP/Exhibit RWH-2 — 5, page 6 of 20. The columns listed in
the workpaper can be divided into three categories for explanation as to why they are treated as non-
eligible purchased power costs. The first category is Capacity or non-energy related charges. These
items are treated as non-eligible purchased power in compliance with the fuel rule. The columns labeled
Capacity and ERCOT Charges are in the first category. Additional information about the non-eligible
ERCOT charges can be found in the Direct Testimony of Randall W. Hamlett, page 18.

The second category is trading organization transactions that did not result in the physical delivery of
energy into WTU’s system. These items are being reclassified to the off-system sales margin sharing
calculation. This reclassification began in 2001, when the Company first began using the gross method
of reporting these transactions versus the net method which was utilized in 2000. To properly recognize
the true margins for these types of transactions, they must be reclassified to off-system sales beginning in
2001. The columns labeled Bookouts, Dedicated BO’s and Options are included in the second category.
Additional information about the accounting change can be found in the Direct Testimony of Randall W.
Hamlett, page 17.

The third category is for costs that are recovered through the Company’s Purchased Power and
Conservation Factor (PPCF). Because these costs are recovered through the PPCF, they must be treated
as a non-eligible expense to avoid recovery from customers twice. The column labeled SW Mesa is
related to this third category. Additional information about the PPCF can be found in the Direct
Testimony of Randall W. Hamlett, page 17.

Prepared By: Randall W. Hamlett Title: Manager Regulatory Accounting
Services

Sponsored By:  Randall W. Hamlett Title: Manager Regulatory Accounting
Services
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Question No. 9-3:
Referencing WP EXHIBIT RWH-3a, please define each column title (e.g., Bookouts, Dedicated

BOs, Options, etc.), explain why certain items are listed as “Subj to Sharing” while others are
not, and explain the basis for classifying each column that is shown to be non-recoverable.

Response No. 9-3:

Bookouts: There are times when a sale or purchase is made to a designated point or hub on a
day-ahead or longer basis. However, after the sale or purchase is made, but before the time for
contractual delivery, it may be determined that the most economical means of satisfying that
requirement is to purchase or sell an equal number of MWhs from another entity for delivery at
that point. In these cases, the original sale or purchase is fulfilled from another source.

Dedicated BOs: A bookout transaction dedicated to WTU. See bookouts above.

Options: An option transaction entails a strike price and an option premium. The option
premium is the price paid for the right to exercise the option at the strike price.

Pool/Economy: Purchases or sales made to affiliate entities under the CSW Operating
Agreement. Please see the Direct Testimony of Donald M. Norman, pages 21 and 22.

Loss Comp: Compensation for transmission losses. Please see the Direct Testimony of Donald
M. Norman, page 18.

Capacity: Firm capacity purchases from an affiliate — a non-eligible purchased power costs.
Energy: Cost of purchased power made from AEP eastern companies.

Non-Aff: Energy transactions with non-affiliated entities. Please see the Direct Testimony of
Donald M. Norman, pages 22-23.
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ERCOT Imbalance and ERCOT Svc: Transactions resulting from ERCOT becoming a single
control area on July 31, 2001. Please see the Direct Testimony of Donald M. Norman, pages
35-38.

TCA Losses: Transmission losses associated with non-affiliate entities. See loss comp listed
above.

ISO: ERCOT administrative fees.

Capacity: Firm capacity purchases — a non-eligible purchased power costs. Please see the Direct
Testimony of Donald M. Norman, page 24.

Subject to sharing means that the items are reclassified to off-system sales to be included in the
margin sharing calculation. This reclassification is detailed in the response to Office of Public
Utility Counsel’s Ninth Request for Information, Question No. 9-2.

Non-recoverable explanations are provided in the response to Office of Public Utility Counsel’s
Ninth Request for Information, Question No. 9-2.

Prepared By:  Randall W. Hamlett Title: Manager Regulatory Accounting
Services
Sponsored By: Randall W. Hamlett Title: Manager Regulatory Accounting
Services
Donald M. Norman Vice President Wholesale Operations
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Question No. 9-4:

Referencing WP EXHIBIT RWH-3a, for amounts that relate to costs allocated from AEP, please
provide workpapers that support the allocation to WTU along with the specific agreement
provisions or regulatory orders that provide the basis such allocations.

Response No. 9-4:

Costs and benefits were allocated among the four AEP West operating companies during the
reconciliation period under the CSW Operating Agreement as described in Mr. Norman’s
testimony.

Off-system sales revenues and expenses and corresponding margins are calculated for the AEP
West Operating Companies by the Interchange Cost Reconstruction (ICR) program. The
response to Texas Industrial Energy Consumer’s First Request for Information, Question

No. 1-18, provides a detail description of the ICR program. Results of the ICR program were
provided in the response to Office of Public Utility Counsel’s First Request for Information,
Question No. 1-33.

Please see the response to Office of Public Utility Counsel’s First Request for Information,
Question No. 9 for detail on bookouts, options and other trading items.

Prepared By:  Dana E. Horton Title: Mgr. System Operations
Randall W. Hamlett Manager Regulatory Accounting
Services
Sponsored By: Donald M. Norman Title: V.P. Wholesale Operations
Randall W. Hamlett Manager Regulatory Accounting
Services
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Question No. 9-5:

Referencing Exhibit RWH-4 of Mr. Hamlett’s testimony, please provide a citation to the specific
workpapers and columns that provide the development of the “Adjustments” amounts in column
(2) and explain the basis for these adjustments.

Response No. 9-5:

Please see WP/Exhibit RWH-2 — 5, Pages 14-16 of 20. The basis for the adjustments are
provided in the footnotes to the workpapers.

Prepared By:  Randall W. Hamlett Title: Manager Regulatory Accounting
Services
Sponsored By: Randall W. Hamlett Title: Manager Regulatory Accounting

Services
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Question No. 9-6:

Referencing Exhibit RWH-4, Column 4 of Mr. Hamlett’s testimony, please identify and define
each component of the non-eligible off-system sales revenue and explain the basis for classifying
each component of revenue as non-eligible.

Response No. 9-6:

A detail listing of the revenues is provided in WP/Exhibit RWH-2 - 5, page 13 of 20. The
columns listed in the workpaper can be divided into five categories for explanation as to why
they are treated as non-eligible off-system sales. The first category is trading organization
transactions being reclassified from purchased power. This reclassification began in 2001, when
the Company first began using the gross method of reporting these transactions versus the net
method which was utilized in 2000. To properly recognize the true margins for these types of
transactions, they must be reclassified to off-system sales beginning in 2001. The columns
labeled Bookouts, Dedicated BO’s and Options are included in the first category. Additional
information about the accounting change can be found in the Direct Testimony of Randall W.
Hamlett, page 17 and the response to Office of Public Utility Counsel’s First Request for
Information, Question No. 9-2.

The second category is on-system sales for resale made to various wholesale customers. The
company allocates fuel between retail and on-system wholesale customers. Because fuel costs
have been allocated away from the retail customer for these on-system wholesale customers and
these revenues are not off-system sales revenues, these revenues are non-eligible. The column
labeled On-System are included in the second category. Additional information about the
allocation of costs between the retail and wholesale jurisdiction can be found in the Direct
Testimony of Richard Byrne, pages 8 and 9.

The third category is the amount of margins retained by the Company per the margins sharing
agreement. The column labeled Texas Merger Sharing relates to the third category. Additional
information about the margin sharing calculation can be found in the Direct Testimony of
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Randall W. Hamlett, page 20. Workpapers detailing the margin sharing calculation are labeled
WP/Exhibit RWH-2 - 5, pages 17 — 19 of 20.

The fourth category is for South West Mesa revenues that are incorporated in the Company’s
Purchased Power and Conservation Factor (PPCF). The energy received from this wind farm is
delivered into WTU’s grid because the wind farm is located in WTU’s service territory. WTU
records the entire cost as a purchased power expense. However, SWEPCO and CPL also
participate in this energy. WTU records their participation as a sales for resale revenue. The net
amount is then incorporated into and recovered through the PPCF. Because these revenues are
incorporated in the PPCF, they are treated as a non-eligible revenue to avoid giving them back to
customers twice. The column labeled SW Mesa is related to this fourth category. Additional
information about the PPCF can be found in the Direct Testimony of Randall W. Hamlett,

page 17.

The fifth category relates to items that were recorded and later reversed or items that were
inadvertently recorded in the off-system sales account. Because the items are not off-system
sales revenues they are non-eligible. The columns labeled Net Assignment, Trading and O/S
Trans Rev are associated to this fifth category.

Prepared By:  Randall W. Hamlett Title: Manager Regulatory Accounting
Services
Sponsored By: Randall W. Hamlett Title: Manager Regulatory Accounting
Services
Richard Byrne Manager of Rates
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Question No. 9-7:

Referencing WP EXHIBIT RWH-4a, please define each column title (e.g., Bookouts Margin,
Dedicated BOs, Options Margin, etc.), explain why certain items are listed as “Subj to Sharing”
while others are not, and explain the basis for classifying each column that is shown to be
non-recoverable.

Response No. 9-7:

On System: Sales to firm wholesale customers.

Base/Margin: Margins on non-affiliated off-system sales.

Fuel: Cost of fuel associated with non-aftiliated off-system sales.

Non-Aff. Margin: Margins on non-affiliated off-system sales.

Bookouts Margin: See response to Office of Public Utility Counsel’s (OPC) Ninth Request for
Information, Question No. 9-3.

Dedicated BO’s: See response to OPC’s Ninth Request for Information, Question No. 9-3.
Options Margin: See response to OPC’s Ninth Request for Information, Question No. 9-3.

BO’s Purch.: Bookouts. See response to OPC’s Ninth Request for Information, Question
No. 9-3.

Affil. Base: Margins on affiliated off-system sales.

Trading and Misc. Trans. Rev: Amounts inadvertently recorded in off-system sales. See
response to OPC’s Ninth Request for Information, Question No. 9-6.

10
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Affil. Fuel: Cost of fuel associated with affiliated off-system sales.
CTP Fuel: Cost of fuel associated with off-system sales made to AEP eastern companies.

ERCOT Imbalance and ERCOT Services: See response to OPC’s Ninth Request for
Information, Question No. 9-3.

Mitigation: Off-system sales resulting from the 300 MW sale in the SPP agreed to in the Merger
Settlement Agreement.

Mitigation Margin: Margin of off-system sales resulting from the 300 MW sale in the SPP
agreed to in the Merger Settlement Agreement.

Subject to sharing means that the items are subject to the margin sharing calculation. The margin
sharing calculation is detailed in the response to OPC’s Ninth Request for Information, Question
No. 9-6.

Non-recoverable explanations are provided in the response to OPC’s Ninth Request for
Information, Question No. 9-6.

Prepared By:  Randall W. Hamlett Title: Manager Regulatory Accounting
Services
Sponsored By: Randall W. Hamlett Title: Manager Regulatory Accounting
Services
Donald M. Norman Vice President Wholesale Operations
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Question No. 9-8:

Referencing WP EXHIBIT RWH-4a, please provide workpapers that develop the monthly
amounts for each column entry along with all underlying assumptions and source documents.

Response No. 9-8:

WTU used the monthly “Trial Balance with Budget” to develop the WP EXHIBIT RWH-4a (the
Workpaper). The first two pages of this workpaper are summary by FERC sub-account and by
month. A copy of monthly Trial Balances for FERC Account 4470 is attached as Attachment A.
A copy of monthly Trial Balance for FERC Account 5550 is attached as Attachment B.

The last column on page 2 of this Workpaper is all “Adjustments” supported by WP EXHIBIT
RWH-4b. WP EXHIBIT RWH-4b is further supported by WP EXHIBIT RWH-4c and 4d.

Page 3 of this Workpaper is a summary of the non-eligible items pursuant to the Commission’s
fuel rule in PUC Subst. R. 25.236(a). Each column is explained below:

e On System column — This represents the elimination of the sum of all on system sales in
FERC account 4470, sub-accounts 1000, 1100, 1200 and 1300.

e Texas Merger Sharing column — This is the portion of the off-system margins retained by
WTU. See page 20 of Hamlett direct testimony and WP EXHIBIT RWH-4e.

e Net Assignment column — This column reclassifies transactions to the correct months.

e Trading column — This column removes the amounts inadvertently recorded in FERC
account 4470.

e SW Mesa column — This represents the energy revenue from the Southwest Mesa Wind
Farm. See page 17 of Hamlett direct testimony. Workpapers supporting these amounts
are attached as Attachment C.

e /S Trans Revenue column — This removes the amounts inadvertently recorded in FERC
Account 4470.

12
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e Bookouts #5550.0120 column — This removes purchased power bookouts in FERC
Account 5550.0120. The same amounts are removed in the purchased power workpaper.
Please see Attachment B.

e Dedicated Bookouts #5550.0125 column — Please see Attachment B.

e Options #5550.0130 column — Please see Attachment B.

Prepared By:  J.T. Su Title: Accounting Consultant
Sponsored By: Randall W. Hamlett Title: Manager Regulatory Accounting
Services
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