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I.  INTRODUCTION TC "I.  INTRODUCTION" \f C \l "1" 
Q.
PLEASE STATE YOUR NAME, POSITION AND ADDRESS.

A.
My name is Donald R. Moncrief.  My business address is Two West Second Street, Tulsa, Oklahoma 74103.  I am Manager, Regulated Pricing & Analysis for Central and South West Services, Inc. (CSWS), a subsidiary of American Electric Power Company (AEP).

Q.
WHAT ARE YOUR CURRENT JOB RESPONSIBILITIES?

A.
In my current position, I am responsible for the management of the regulated pricing and analysis activities for the electric companies in the western portion of AEP, including:  Central Power and Light Company (CPL), West Texas Utilities Company (WTU), Southwestern Electric Power Company (SWEPCO) and Public Service Company of Oklahoma (PSO).  My responsibilities include providing resources for rate cases, regulatory filings and rulemakings as well as providing regulated pricing and analysis services in the areas of regulatory analysis, cost-of-service studies and rate design.  I am also responsible for assisting in the preparation of filings and providing expert testimony before the Federal Energy Regulatory Commission (FERC), the Oklahoma Corporation Commission (OCC), the Louisiana Public Service Commission (LPSC), the Arkansas Public Service Commission (APSC), and the Public Utility Commission of Texas (PUCT or Commission).

Q.
PLEASE DESCRIBE YOUR EDUCATIONAL AND PROFESSIONAL EXPERIENCE.

A.
I received a Bachelor of Science degree in Accounting in 1975 from Illinois State University.  After graduation, I was employed as a general ledger accountant by Avon Products, Inc. in its Morton Grove, Illinois office.



I left Avon in September of 1976 to accept the position of Supervisor-Special Studies with Mid-Continent Telephone Service Corporation (Mid-Continent) in its regional accounting center in Rantoul, Illinois.  While with Mid-Continent, my duties included budgeting, profit plan administration, forecasting and organizing and preparing information for rate proceedings.



I left Mid-Continent in June 1980 to accept the position of Supervisor-Revenue Requirements with Lake Superior District Power Company (LSDP) in Ashland, Wisconsin.  While with LSDP, I was responsible for planning, organizing, developing and providing expert testimony regarding the revenue requirements and related information for the Company's rate proceedings.



I left LSDP in December of 1982 to accept the position of Supervisor of Rate Analysis with WTU in Abilene, Texas, an operating company of the Central and South West Corporation (CSW) system.  While with WTU, I was responsible for planning, organizing, developing and providing expert testimony related to WTU's rate filings.



In April of 1988, I was promoted to Manager of Rates with CPL, another CSW operating company.  As Manager of Rates I was responsible for pricing of electric service, tariff administration, cost analysis for revenue allocation and pricing, load research and power billing.



In April of 1994, I transferred from CPL to accept the position of Senior Costing Consultant with CSWS.  In July 1995, I was named to the position of Senior Special Projects Consultant.  In September of 1995, I was named to the position of Manager, Pricing and Costing and in April of 1998, I was named to the position of Director, Pricing Development with CSWS.  In June 2000, with the conclusion of the AEP/CSW merger, I accepted my current position as Manager, Regulated Pricing and Analysis for AEP.



I have testified before public utility regulatory agencies in Texas, Wisconsin and Michigan and before the FERC.  I am a member and former Chairman of the Advisory Council for the Center for Public Utilities at New Mexico State University.

II.  SUMMARY OF TESTIMONY TC "II.  SUMMARY OF TESTIMONY" \f C \l "1" 
Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

A.
The purpose of my testimony is to present the customer classification and rate design for distribution service proposed by AEP.  In addition, alternative rate design options are addressed for Residential and Small Commercial customer classes.  These options are offered for consideration in an effort to promote settlement of these issues.

Q.
PLEASE SUMMARIZE YOUR RECOMMENDATIONS CONCERNING CUSTOMER CLASSIFICATION.

A.
While it is AEP’s position that the seven customer classes presented in my testimony are the most appropriate for the AEP Energy Distribution Companies (EDCs), as a compromise AEP has entered into a Distribution Service Customer Classification Non-Unanimous Stipulation and Agreement (Agreement) with Commission Staff and other parties which details six customer classes.  I have used these six classes to present information in my testimony.

Q.
PLEASE SUMMARIZE YOUR RECOMMENDATION FOR DISTRIBUTION RATE DESIGN.

A.
I recommend the distribution rate design for all customer classes should be structured as follows:

· Customer Charge using a flat rate per month.

· Metering Charge using a flat rate per month.

· Use of System charge based on annual maximum demand to recover all other distribution system costs.  Load research information will be used for classes that do not have demand meters.

· Transmission Charge with an annual true-up mechanism.

· Non-bypassable charges based on the appropriate demand or energy charges.


In addition to the recommendation outlined above, I also discuss two other alternative rate design proposals for the use of system charge to recover distribution system costs for the residential and small commercial classes.  These are an energy charge with a seasonal variation (lower in summer; higher in winter periods) and an energy charge based on the maximum monthly kWh usage in the previous year.

Q. WHAT EXHIBITS ARE YOU SPONSORING?

A.
I am sponsoring EXHIBITS DRM-1 through DRM-8 which include information specific to each of the AEP EDCs.  

Q.
PLEASE DESCRIBE THE EXHIBITS YOU ARE SPONSORING.

A.
EXHIBIT DRM-1 is a graph of a residential customer’s bill for each AEP EDC.

EXHIBIT DRM-2 provides the revised prices based on the six customer classes under the May 15, 2000 revenue requirement for each AEP EDC.

EXHIBIT DRM-3 provides an example of a seasonal energy rate design alternative for the recovery of distribution costs.

EXHIBIT DRM-4 provides the development of a Transmission Cost Recovery Factor (TCRF) for each AEP EDC.

EXHIBIT DRM-5 provides typical customer bills for each AEP EDC.

EXHIBIT DRM-6 provides an estimate of the headroom for the residential rate class under the May 15, 2000 revenue requirement for each AEP EDC.

EXHIBIT DRM-7 provides an estimate of the headroom for the residential rate class under the October 2, 2000 revenue requirement with revised Competitive Transition Cost Adjustment (CTC) and Competition Restructuring (CRC) charges for each AEP EDC.

EXHIBIT DRM-8 shows the increase in fuel prices for CPL and WTU.

Q.
WERE EXHIBITS DRM-1 THROUGH DRM-8 PREPARED BY YOU OR UNDER YOUR DIRECT SUPERVISION?

A.
Yes, they were.

Q.
ARE THESE EXHIBITS TRUE AND CORRECT TO THE BEST OF YOUR KNOWLEDGE AND BELIEF?

A.
Yes, they are.

III.  RATE DESIGN OBJECTIVES TC "III.  RATE DESIGN OBJECTIVES" \f C \l "1" 
Q.
WHAT OBJECTIVES WERE USED IN YOUR PROPOSED RATE DESIGN?

A.
The proposed rate design for the distribution related portion of the EDC tariffs is based upon the following objectives:

1. Recovery based on equalized rates of return by class;

2. Distribution rates based on:

Customers’ use of the system;

Annual maximum demands;

Voltage level differences;

3. Consolidation of classes; and

4. Simplicity of rate design.

Q.
IS THE PRICING OF DISTRIBUTION SERVICE FOR A NEW EDC DIFFERENT THAN THE PRICING FOR TRADITIONAL BUNDLED SERVICE?

A.
Yes.  The advent of retail competition raises numerous issues as well as opportunities for the design of electricity prices.  It is important to recognize that past pricing practices which were based on services provided on a bundled basis by an integrated utility are not necessarily appropriate for designing rates for an EDC in a restructured market.  One example is bundled rates that provided seasonal prices for end-use appliances, such as water heaters.  The justification for the seasonal prices in the bundled rates is attributable to the production function and not to the delivery function.  Factors attributable to the production function should not be incorporated into the unbundled rate design for distribution services.

Q.
REFERRING TO THE PRINCIPLES YOUR PROPOSED RATE DESIGN EMBRACES, PLEASE EXPLAIN WHY PRICES SHOULD REFLECT EQUALIZED RATES OF RETURN BY CLASS.

A.
When electric prices are set in a manner that accurately reflects the cost of providing service, cross-subsidies among different customers and groups of customers are reduced or eliminated.  This ensures that all customers pay an appropriate level of costs for the service provided.

The revenues produced by the proposed rates should be set at a level that fully recovers the costs of providing service to each class, in other words, at equalized rates of return.  Additionally, each component of the proposed rates should be cost based.  For example, the charges applicable to particular functions (e.g., customer charge, metering charge, etc.) should reflect the costs of that specific function.

Q.
PLEASE EXPLAIN WHY PRICES SHOULD REFLECT DISTRIBUTION SYSTEM USAGE.

A.
Distribution facilities are sized to meet the maximum demands of the individual customers, as well as when that demand occurs relative to the system peak.  Once the distribution facility investment is made, its costs do not vary with the level of consumption.  In other words, they are fixed costs.  As explained below, recovering fixed costs through charges such as demand or kW charges produces more price stability, enhances revenue stability, and ensures more accurate cost recovery than usage-based charges, such as energy or kWh charges.  In order to provide the Retail Electric Providers (REPs) with accurate price signals regarding the costs incurred in providing distribution service, the Company’s distribution charges should reflect the fixed nature of the costs.

Q.
PLEASE EXPLAIN WHY IT IS APPROPRIATE TO USE ANNUAL MAXIMUM DEMANDS FOR RATE DESIGN PURPOSES.

A.
As discussed above, the majority of costs of providing distribution service are fixed in nature; that is, these costs do not vary  as the customer's use of electricity increases or decreases.  While line losses and system congestion may increase with increased usage, traditional concerns for improving load factor, increasing off-peak usage (valley filling), or otherwise influencing electrical usage patterns are not as important to an EDC as to a generation company or an integrated utility since distribution costs are fixed.



The use of an annual maximum demand allows the distribution charge to become more of a flat monthly charge and yet allows recognition of overall load changes from year to year.  Additionally, utilizing annual maximum demands stabilizes the charges to REPs as discussed later in my testimony.  

Q.
WHY IS IT APPROPRIATE TO HAVE VOLTAGE LEVEL DIFFERENTIATED DISTRIBUTION RATES?

A.
Costs vary by delivery voltage level.  Power taken at secondary voltage must be transformed from transmission to primary to secondary voltage.  Customers taking service at higher voltages do not require additional investment in facilities that are required to serve lower voltage customers.  Transmission customers do not require primary or secondary facilities for their service.  Similarly, primary customers do not require secondary facilities for their service.  Recognizing delivery voltages effectively takes into account these differences in investment and provides for a more accurate recovery of costs of service.

Q.
WHY IS IT APPROPRIATE TO CONSOLIDATE RATE CLASSES?

A.
Class consolidation simplifies administration of prices, tariffs and contracts by standardizing classes across all areas served by an EDC.  The consolidation of rate classes also follows the intent of the Public Utility Commission of Texas (P.U.C., PUCT or Commission) as expressed in P.U.C. Subst. R. 25.344 (j). 

Q.
PLEASE EXPLAIN WHY PRICES SHOULD BE SIMPLE, EASILY VERIFIED, AND FREE FROM CONTROVERSY IN APPLICATION.  

A.
Prices that are simple and easily verified enhance customer confidence in the service provided, reduce the effort of all parties involved in monitoring and verifying the true costs involved in taking service, and lower the cost to implement and maintain the pricing system.

Q.
DO THE COMPANY’S PROPOSED DISTRIBUTION PRICES COMPORT WITH THE OBJECTIVES YOU DESCRIBE?

A.
Yes, they do.  The distribution prices proposed by the Company are designed to reflect the costs of providing distribution service and the way the distribution system is used.  Further, these proposed prices are simple, easily understood, and verifiable; eliminate inter-class subsidies; and promote pricing fairness.

IV.  DISTRIBUTION RATE DESIGNtc "IV.  DISTRIBUTION RATE DESIGN"
Q.
ARE YOU PROPOSING THE SAME DISTRIBUTION RATE STRUCTURE FOR ALL THE AEP COMPANIES THAT WILL PROVIDE DISTRIBUTION SERVICE IN TEXAS?

A.
Yes, I am.  The same rate classes, types of charges, and tariff provisions are proposed for each company.  This promotes ease of rate administration and allows a consistent pricing approach to be implemented.  This will also facilitate the efforts of those REPs who wish to provide service in more than one AEP service area.  However, there will still remain differences in the actual levels of the charges due to the unique cost recovery requirements of each individual company. 

Q.
FOR WHOM ARE THESE RATES BEING PROPOSED?

A.
The rates are being proposed by CPL, SWEPCO and WTU on behalf of the EDCs which will provide services to the service area currently served by CPL, SWEPCO and WTU.  In my testimony I refer to these entities as the EDC or Company.

Q.
WHO WILL BE BILLED THESE CHARGES?

A.
These charges will be billed to the retail customer's REP based upon the customer’s delivery voltage, load profile, and customer type.  The Company will calculate the total of all delivery charges for a REP’s customers and submit the billing units employed and the total bill calculated to the REP based on the billing cycles traditionally employed by the Company.

Q.
WHAT CUSTOMER CLASSES ARE MOST APPROPRIATE FOR AN EDC?  

A.
The following customer classifications are the most appropriate for applying its distribution rates:

· Secondary Residential Service

· Secondary General Service

· Secondary Unmetered Service

· Primary Service

· Transmission Service

· Municipal Street Lighting

· Non-Roadway Lighting, which will be offered only to existing customers taking this service as of September 1, 2000.

These seven proposed classes represent a consolidation of the numerous classes that exist today for bundled service.

Q.
WHY ARE THESE RATE CLASS MOST APPROPRIATE? 

A.
Many of the existing rates and riders are not applicable and are not designed to reflect use of the distribution system.  Therefore, the rate classes have been redefined to reflect appropriate groupings for a wires-only tariff.  Rate consolidations allow the Company to standardize many of the tariff provisions.  This standardization is consistent with the directions provided by the Commission in its public comments and in P.U.C. Subst. R. 25.344(j), which requires consolidation of existing rate classes into the minimum number of classes needed to recognize differences in usage of the transmission and distribution systems, while not materially disadvantaging any customer class.  Consolidating the numerous rate schedules into a more manageable number also provides greater ease of administration for the REP and Company. 

Q.
DO THESE RATE CLASS DEFINITIONS REFLECT VOLTAGE LEVEL DIFFERENCES?

A.
Yes.  The classes reflect voltage levels to properly reflect major cost differences for electricity delivery.  Further, stratifications within the voltage levels (e.g., Secondary Residential, General, and Unmetered Services) mitigate cost impacts on individual customer groups taking service at that voltage level.

Q.
IS THERE AN AGREEMENT IN THIS DOCKET WITH RESPECT TO CUSTOMER CLASSIFICATION?

A.
Yes, as I have stated above there is an Agreement to which the AEP EDCs are signatories along with Commission Staff and other parties.

Q.
DO THE RATE CLASSES DISCUSSED ABOVE COMPORT WITH THE RATE CLASSES WHICH WERE INCLUDED IN THE AGREEMENT?

A.
While the customer classes proposed by AEP are not exactly the same, they are very similar to the customer classes included in the Agreement.  The classes included in the Agreement are as follows:

· Residential,

· Secondary Voltage < 10 kW,

· Secondary Voltage > 10 kW,

· Primary Voltage,

· Transmission Voltage, and

· Lighting.

Q. DO THESE CLASSES FULFILL THE OBJECTIVES MET BY THE COMPANY’S ORIGINALLY PROPOSED CUSTOMER CLASSIFICATIONS?

A.
Yes, the six classes listed above represent a consolidation of existing classes and reflect voltage level differences.  Therefore, AEP supports the Agreement which contains these six customer classes.

Q.
HAVE YOU USED THESE SIX CLASSES IN PRESENTING THE RATE DESIGN INFORMATION IN THIS FILING?

A.
Yes, I have.

Q.
PLEASE EXPLAIN THE COMPONENTS OF THE PROPOSED PRICES.

A.
The Company proposes the following components in its proposed prices:

1) Distribution System Charges:

a) Metering Service Charge;

b) Customer Service Charge; and

c) Use of System Charge.

2) Transmission Cost Recovery Factor (TCRF).

3) Lighting.

4) Miscellaneous Charges (to be addressed in the UCOS Cases).

5) Distribution Service Riders (Non-Bypassible Charges).

V.  DISTRIBUTION SYSTEM CHARGES TC "V.  DISTRIBUTION SYSTEM CHARGES" \f C \l "1" 
Q.
PLEASE DESCRIBE YOUR PROPOSED METERING SERVICE CHARGE.

A.
Each metered class of service includes a Metering Service Charge designed to recover the capital and operating costs of metering customer usage of electricity.   This charge is applied monthly to each metered customer irrespective of the level of demand imposed by that customer on the system.  These charges are based on costs specifically identified in the Company’s cost-of-service study.

Q.
PLEASE DESCRIBE THE PROPOSED CUSTOMER SERVICE CHARGES.

A.
The proposed Customer Service Charges are designed to recover customer-related costs, excluding the costs of metering and meter reading, for each proposed rate class.  These charges are designed to recover unbundled costs relating to billing, collection, economic development, call center costs, and distribution customer service costs.  The proposed charges are applied by monthly billing cycle to each account receiving transmission or distribution service from the Company.  Like the Metering Service Charge, the Customer Service Charges are applied irrespective of the level of demand imposed by the customer.  These charges were developed by dividing the billing and customer services revenue requirements by class from the class cost-of-service study by the total number of customer applications for the test year.

Q.
PLEASE DESCRIBE THE PROPOSED USE OF SYSTEM CHARGE.

A.
The use of system charge attributable to retail customers will be demand-based and will be the higher of the current month’s maximum kW or the maximum kW from the preceding 11 months.  Seasonal agricultural customers will be billed based on their monthly maximum kW due to their highly seasonal usage pattern.  

Demand is calculated from demand meters for those customers who have demand meters and from load profiles for those customers without demand meters.

Q.
WHAT LOAD PROFILES WERE USED TO CALCULATE DEMANDS FOR THOSE CUSTOMERS WITHOUT DEMAND METERS?

A.
Monthly Non-coincidental Peak load profiles were used to develop the demands for non-demand metered customers relied upon to develop the proposed prices.  The Company is requesting that the load profiles used to develop these rates be included in the tariff, approved in the UCOS Cases and remain in effect until the next rate review.

Q.
WHY HAVE YOU PROPOSED A DEMAND BASED DESIGN FOR DISTRIBUTION RATES?

A.
There are several reasons why a demand based rate design is appropriate for distribution rates.  First, as discussed earlier, a demand-based design reflects the fact that distribution facilities are fixed cost facilities which are planned and constructed to meet local or individual peak demands.



Second, while an annual maximum demand allows recognition of a customer’s overall load changes from year to year, it also recognizes that distribution expenses do not follow distinct seasonal patterns.  Therefore, the annual maximum demand allows the distribution rate to become more of a "flat" monthly charge.



Third, as commodity (REP energy) prices reflect more seasonal pricing, flattening the distribution component helps moderate the ultimate charge throughout the year.  Attached to my testimony as EXHIBIT DRM-1 is a graph of a residential customer’s bill for each company that includes an estimate of energy supply (fuel and capacity) prices plus wires charges based on the May 15, 2000 revenue requirement.  It shows that energy prices are sharply seasonal (e.g., lower in the winter and higher in the summer).  The proposed distribution charges, based on an annual maximum demand, produce rates that are lower than would otherwise be the case in the summer and higher than would otherwise be the case in the winter, thereby mitigating the higher summer energy prices to some extent.   This relative reduction in on-peak costs can benefit the REP by ameliorating wide swings in ultimate charges to retail customers.

Q.
DOES THE PROPOSED DISTRIBUTION RATE DESIGN MEET THE SIX RATE DESIGN OBJECTIVES PREVIOUSLY DESCRIBED IN YOUR TESTIMONY?

A.
Yes, it does.  The proposed cost-based rates are calculated and applied on the basis of annual maximum customer demands, the predominant cost driver of the Company’s distribution system.  The proposed rates are applied to new rate classes created by combining existing rates by voltage level.  The proposed rates are simple to understand and to apply.

Q.
HAVE YOU PREPARED AN EXHIBIT SHOWING THE PRICES BASED ON THE MAY 15, 2000 REVENUE REQUIREMENT FOR THE SIX CUSTOMER CLASSES?

A.
Yes, Exhibit DRM-2 is a listing of the prices for the six rate classes for each company based upon the May 15, 2000 revenue requirement.

Q.
HAVE YOU PARTICIPATED IN WORKSHOPS OVER THE LAST SEVERAL MONTHS WITH OTHER PARTIES REGARDING THE RATE DESIGN ISSUES IN THIS GENERIC DOCKET?

A.
Yes, I have.  The Commission Staff has conducted several meetings with all interested parties to discuss the customer classification and rate design issues which are the subject of this proceeding in an attempt to gain consensus on these issues.  One of the main issues discussed in these meetings was the appropriate distribution rate design for residential and small commercial customers.  Staff and other parties have advocated an energy charge for recovery of distribution costs from the residential and small commercial customer classes.

Q.
HAVE YOU CONSIDERED ALTERNATIVE RATE DESIGNS FOR THESE CLASSES WHICH WOULD INCORPORATE AN ENERGY CHARGE?

A.
Yes.  AEP’s position continues to be that a demand charge is the most appropriate method to meet the pricing objectives for wires service.  However, there are several energy options which could accomplish the same pricing objectives. One such option is an energy charge with a seasonal differential (i.e. lower in the summer and higher in the winter) could provide a mechanism which meets the pricing objectives for wires service.  In addition, this alternative could provide a basis for compromise regarding distribution rate design for residential and small commercial customers.

Q.
PLEASE EXPLAIN HOW YOU DEVELOPED AN ENERGY CHARGE WITH A SEASONAL DIFFERENTIAL FOR RECOVERY OF DISTRIBUTION COSTS.

A.
The energy charge was broken down into summer and winter components based on the level of monthly usage for each of the months within the seasons.  The months of June through September were designated as summer months with the remaining months being designated as winter months.  The revenue requirement was then spread equally to all twelve months.  The revenue requirement and kWh by season were then totaled.  The revenue requirement by season was divided by that season’s kWhs to develop the seasonal kWh distribution price.  This methodology was utilized for both the Residential and Secondary < 10 kW customer classes and is detailed for each company in EXHIBIT DRM-3.

Q.
WHAT IS THE DIFFERENCE BETWEEN A SEASONAL VARIATION IN THE ENERGY CHARGE VERSUS A FLAT ENERGY CHARGE?

A.
The primary difference is that the seasonal feature helps to flatten the revenue recovery of the wires charges whereas a flat energy charge will result in higher wires charges in the summer period when usage is the greatest.  As a result, the headroom during the summer period (when commodity prices are likely to be the highest) would be greater with a seasonal energy variation versus a flat energy charge.  As with the demand charge proposal, the relative reduction in on-peak wires charges can benefit the REP by ameliorating wide swings in ultimate charges to the customers.  A seasonal energy charge would help recognize that distribution expenses do not follow distinct seasonal patterns and also produce a more stable revenue stream for an EDC.  This is displayed in EXHIBIT DRM-3 which shows a comparison of the difference in revenue recovery utilizing a seasonally differentiated distribution price versus a single kWh distribution price for all months of the year.

Q.
ARE THERE ANY OTHER ENERGY BASED RATE DESIGNS THAT WOULD MEET THE PRICING OBJECTIVES YOU DISCUSSED EARLIER?

A.
Yes, another consideration would be to develop a rate based on a customer’s maximum monthly kWh usage.

Q.
HOW WOULD THIS RATE BE DEVELOPED?

A.
A distribution price per kWh would be developed by dividing the distribution revenue requirement for a class by the sum of the individual customer maximum kWhs.



Once a year the customer’s maximum kWh for the previous 12 month period would be determined.  The kWh rate discussed above would then be multiplied by the customer’s maximum kWh usage to determine a monthly wires charge for that customer.  This monthly wires charge would remain in effect for 12 months until a new monthly charge is established for the customer for the following year.

Q.
WHAT IS THE EFFECT OF THIS TYPE OF RATE?

A.
This rate would capture the same objectives discussed above for the demand based rate option.

Q.
PLEASE SUMMARIZE THE COMPANY’S POSITION REGARDING DISTRIBUTION RATE DESIGN.

A.
Whether through a demand charge or seasonal kWh rate alternative as presented for the residential and small commercial customer classes, distribution costs are fixed in nature and should be recovered accordingly.  Use of these recovery mechanisms, as discussed above, also helps to establish appropriate headroom which recognizes the seasonality of generation related costs as well as providing revenue stability, predictability and simplicity in their application.

VI.  TRANSMISSION SYSTEM CHARGES TC "VI.  TRANSMISSION SYSTEM CHARGES" \f C \l "1" 
Q.
HAS AEP DEVELOPED TRANSMISSION TARIFFS FOR THE EDC IN COMPLIANCE WITH ORDERS 14 AND 17 IN THIS DOCKET?

A.
Yes, it has.

Q.
PLEASE EXPLAIN THE CHARGES THAT WILL BE BILLED BY THE AEP EDCs TO THE REPs FOR TRANSMISSION SERVICE.

A.
In Orders 14 and 17 in this Docket, the Commission concluded that the Transmission Service Providers (TSPs) would bill transmission service charges to the EDCs which would then bill the REPs a combined transmission and distribution charge.  Order 14 noted that billing by EDCs could be accomplished through a cost-recovery factor charged to REPs to pass changes in the Commission-approved rates of a TSP through to customers to obviate some of the risks to the distribution utility.  The AEP EDCs propose the use of a Transmission Cost Recovery Factor (TCRF) to pass through the billings each EDC receives from TSPs to REPs.  The TCRF is based on the same billing determinants proposed for use in developing the distribution use of system rates.  The TCRF also includes an annual true-up mechanism to adjust for over/under recoveries.

Q.
HOW ARE THE EDC TRANSMISSION PAYMENTS ALLOCATED TO CUSTOMER CLASSES?

A.
The projected transmission payments by company for 2002, which were included in the July 2000 compliance testimony of Mr. Jay Toungate in UCOS cases Docket Nos. 22352 and 22354, are shown in EXHIBIT DRM-4.  The projected transmission payments were allocated to customer classes based on the ERCOT 4CP for CPL and WTU and the AEP SPP Zone 12CP for SWEPCO consistent with the methodology utilized in the FERC Open Access Transmission Tariffs.  

Q.
HOW ARE THE TCRF CHARGES DEVELOPED FOR EACH RATE CLASS?

A.
The proposed TCRF charges were developed by dividing each customer class’ allocated portion of the projected 2002 transmission payments by the annual maximum billing demands, which are the same billing determinants utilized to develop the distribution wires rates.  This results in a price to be applied to each customer’s monthly billing determinants which will be billed to the appropriate REP.

Q.
WILL AEP FILE THE TCRF TARIFFS AT FERC?

A.
Yes.  Since transmission tariffs for the AEP companies are subject to FERC jurisdiction, the TCRF tariffs will be filed at FERC for their approval.  This will occur following Commission review.

Q.
PLEASE DESCRIBE THE PROPOSED TCRF TARIFFS.

A.
The proposed TCRF tariff is included in EXHIBIT DRM-4.  This tariff follows the same format as other cost recovery factors and includes an annual true-up mechanism. 

Q.
WHAT IF THE BILLING DETERMINANTS CHANGE FOR THE DISTRIBUTION RATES?

A.
If the billing determinants were to change for any customer class (i.e. from kW based charges to kWh based charges), the AEP EDCs would request that the methodology for the calculation of the TCRFs be changed accordingly.

Q.
ONE OF THE ITEMS DISCUSSED BY THE PARTIES IN VARIOUS MEETINGS IN THIS DOCKET WAS A STANDBY TRANSMISSION RATE.  WHAT IS THE COMPANY’S POSITION REGARDING A STANDBY TRANSMISSION CHARGE?

A.
The Company is opposed to a standby transmission charge for several reasons.  Primarily, the Company is opposed because its investment is fixed and does not vary by how often it is used.  Providing customers who have standby generation requirements with a transmission discount denies the Company full recovery of its transmission costs or inappropriately redistributes those costs to other customers.  Second, customers with standby generation requirements are the only party that benefits in this type of arrangement.  Discussions on this issue seemed to generate some confusion between customers having standby generation requirements and interruptible customers by citing the ability of these customers to avoid the use of the transmission system during peak usage periods.  This is not accurate.  Customers with standby generation requirements use the transmission system when their generation fails or when they need maintenance of their usual supply source.  Both of these occurrences could necessitate the use of the transmission system during peak usage periods.  Finally, the EDC is merely acting as a pass through billing agent for the transmission companies to the REPs.  Any benefit that may be provided to the transmission system through a reduction in peak period use by these customers with standby generation is more appropriately the responsibility of the scheduling agent and not the billing agent.

VII.  LIGHTING TC "VII.  LIGHTING" \f C \l "1" 
Q.
PLEASE DESCRIBE MUNICIPAL STREET LIGHTING SERVICE.

A.
This schedule is available only to municipalities, government agencies, colleges and universities, and eleemosynary institutions.  Municipal Street Lighting service is available for public highway, parking lots and campus lighting provided by means of Company-owned and maintained lamps on overhead fixtures supported by poles in the Company’s existing distribution system.  The costs for additional wood poles or ornamental standards will be reimbursed to the Company through a non-refundable payment.  The Company will continue to provide service to mercury vapor and incandescent lamps until the existing lamps fail or service is otherwise terminated.  Once the existing lamps fail or service is terminated, continued Municipal Street Lighting service will be provided only at the proposed rate utilizing high-pressure sodium or metal halide lamps.  

Q.
PLEASE DESCRIBE YOUR PROPOSED MUNICIPAL STREET LIGHTING CHARGES.

A.
The proposed Municipal Street Lighting charges consist of a Use of System Charge and a Facilities Charge.  The proposed Use of System Charge for Municipal Street Lighting is equal to the Secondary Voltage < 10 kW Use of System Charge and is applied to a kW amount derived by a formula based upon the rated bulb wattage. 

The Facilities Charges were developed by applying a fixed charge rate specifically developed for lighting services to the difference between the costs of standard facilities for each of the types of lights offered and the cost of a light on an existing pole.


To achieve this rate design, current revenues were subtotaled for each type of light fixture.  For example, revenues for all 175 Watt mercury vapor lights were added together.  This includes revenue from flat rate fixture charges as well as the fixture charges based on additional dollars spent in excess of the cost of a light on an existing pole.  These subtotals were used to allocate the revenue requirement by the number of lighting fixtures.

Q.
WHY IS THE COMPANY PROPOSING TO MODIFY MUNICIPAL LIGHTING SERVICE IN THIS MANNER?

A.
This pricing and service approach will provide a more simplified, yet flexible, Municipal Street Lighting tariff.  There will be fewer lighting modifiers for the Company to contend with, yet customers will have the flexibility to custom‑design the lighting facilities they desire.  This method also allows the Company to standardize the lighting practices among the EDCs.

Q.
TO WHOM WILL THESE CHARGES BE BILLED?

A.
Like almost all of the Company’s rates, these charges will be computed based on end-use customer information and will be billed to the REP.

Q.
IS THE COMPANY PROPOSING TO CONTINUE TO PROVIDE NON-ROADWAY LIGHTING SERVICE?  

A.
Yes, it is.  P.U.C. Subst. R. 25.341 identifies non-roadway, outdoor security lighting as a competitive energy service that transmission and distribution (T&D) utilities are prohibited from providing, except for customers served as of September 1, 2000, who may continue to be served until January 1, 2002.  However, in the UCOS cases, the Company is requesting a waiver of this rule coupled with Commission approval of an exit strategy that is designed to mitigate the adverse impact on customers currently taking this service, as well as the financial impact on the Company that would result from abandonment of its investment in lighting facilities.  The Company’s request for this waiver and Commission approval is addressed in the direct testimony of Mr. Preston Kissman in the UCOS cases.  Because the Company proposes to continue providing this service, I am proposing a tariff for Non-Roadway Lighting Service.

Q.
PLEASE DESCRIBE THE COMPANY’S PROPOSED NON-ROADWAY LIGHTING SERVICE.

A.
Non-Roadway Lighting Service refers to the provision of unmetered photovoltaic controlled dusk-to-dawn lighting service available to residential, commercial, industrial, and public institutions.  Non-Roadway Lighting Service is provided as mercury vapor, metal halide, high pressure sodium, or incandescent lamps installed either on separate poles or on existing poles on the Company’s distribution system.

Q.
PLEASE DESCRIBE THE PROPOSED NON-ROADWAY LIGHTING CHARGES.

A.
The charges for Non-Roadway Lighting Service include a Use of System Charge and a Facilities Charge.  The Use of System Charge is based upon the Use of System Charge proposed for Secondary Voltage < 10 kW.  Like the Use of System Charge applicable to Municipal Street Lighting Service, the proposed Use of System Charge is applied to a kW amount derived by a formula based upon the rated bulb wattage.   The Facilities Charge is based on the cost of lighting investment with distribution and energy costs removed.

Q.
HOW WERE THE FACILITIES CHARGES DEVELOPED?

A.
The Non-Roadway facilities charges were designed by taking the current prices and removing the price of distribution and energy.  For lights that have no additional fixture charge, the published flat rate was used.  For lights with additional fixture charges, the following method was used to calculate the facilities charge.  In addition to the flat rate charge, the total revenue for each type of light was subtotaled and the number of lights installed was divided into that total to develop an average cost per light.  Next, the dollar per kWh price of customer-owned lighting was removed from the cost of current Company-owned lighting.

Q.
TO WHOM WILL THESE CHARGES BE BILLED?

A.
These charges will be billed to the REP.  

VIII.  UNMETERED SECONDARY SERVICE TC "VIII.  UNMETERED SECONDARY SERVICE" \f C \l "1" 
Q.
PLEASE DESCRIBE UNMETERED SECONDARY SERVICE.

A.
Unmetered Secondary Service is provided for non-residential electrical connections for customer-owned outdoor lighting systems, roadway sign lighting, traffic control signals, and flashing or timed traffic signals where all facilities are owned and maintained by the retail customer and when the service conductors are the only facilities needed to complete the connection of the service to the Company’s electrical system.  In addition, Unmetered Secondary Service may also be provided, at the Company’s discretion, in those instances in which the Company’s metering equipment may be subject to vandalism or when public safety or aesthetic reasons preclude the use of a meter.  Unmetered Secondary Service may only be provided when the customer’s electric load can be reasonably estimated or predicted based upon available, verifiable information.  The load may not exceed 5 kW.  

Q.
PLEASE DESCRIBE THE PROPOSED UNMETERED SECONDARY SERVICE CHARGES.

A.
It is AEP’s position that the most appropriate monthly rate for Unmetered Secondary Service would consist of a Customer Service Charge and a Use of System Charge that are the same as the Secondary General Service charge per kW.  However, the rate classes in the Agreement do not have a separate class for unmetered service.  Therefore, AEP proposes to include the Unmetered Secondary Service in the Secondary < 10 kW customer class.

IX.  DISTRIBUTION SERVICE RIDERS TC "IX.  DISTRIBUTION SERVICE RIDERS" \f C \l "1" 
Q.
ARE THE SAME DISTRIBUTION RIDERS BEING PROPOSED FOR ALL OF THE AEP EDCs?

A.
Yes, with the exception of the TC, CTC and the Nuclear Decommissioning Fee which are only applicable to CPL.  While the form of all of the remaining Distribution Service Riders are the same, the prices are different to reflect the cost differentials among the three EDCs.

Q.
PLEASE DESCRIBE CPL’S TC.

A.
The TC for CPL is designed to recover the securitized regulatory assets.  The TC tariff, along with the tariff entitled “Initial/Adjusted Transition Charge Rates”, was approved in Docket No. 21528 and sets out the rates, terms and conditions under which TCs will be billed and collected by the Company, any successor servicer(s) and any REP(s) billing or collecting TCs pursuant to the TC Rates on behalf of the owner of transition property pursuant to the terms of the Financing Order in Docket No. 21528.

Q.
PLEASE DESCRIBE CPL’S CTC.

A.
The CTC for CPL is designed to recover the stranded costs of the Company.  The CTC customer classes are the same classes as approved in Docket No. 21528 and the design of the rates is also the same.

Q.
PLEASE DESCRIBE CPL’S NUCLEAR DECOMMISSIONING FEE.

A.
The Nuclear Decommissioning Fee for CPL is a charge per kWh designed to recover the cost of decommissioning the South Texas Project.  PURA §39.205 provides for nuclear decommissioning expenses to continue to be recovered on a cost of service basis as a nonbypassable charge after the advent of retail competition in 2002.  CPL‘s EDC is proposing to continue to fund the nuclear decommissioning trust fund for the South Texas Project at the same level included in rates in Docket No. 14965, CPL’s most recent rate proceeding.

Q.
PLEASE DESCRIBE THE SYSTEM BENEFIT FUND RIDER.

A.
The System Benefit Fund (SBF) is a charge per kWh designed to collect the SBF costs assigned to each company.  PURA § 39.201, which requires the filing of T&D rates on or before April 1, 2000, also requires the filing of a system benefit fund fee as one component of non-bypassable delivery charges.  PURA § 39.903 governs those charges and requires that the system benefit fund fee be set at a level not to exceed 50 cents per MWh prior to January 1, 2002, and 65 cents per MWh for the January 1, 2002 to December 31, 2006 time frame.  Pursuant to P.U.C. Subst. R. 25.344(f)(4), the Company has made this initial filing assuming the system benefit fund fee will equal 50 cents per MWh.  Pursuant to P.U.C. Subst. R. 25.344(h)(2)(F), the fee is allocated among customers based on actual kWh used, measured at the meter as adjusted for voltage level losses.

Q.
PLEASE DESCRIBE THE GROSS RECEIPTS FEE.

A.
The Gross Receipts Fee is a charge per kWh  based on the revenue requirements for municipal franchise charges.  The revenue requirements were calculated using the rate per kWh incurred for municipal franchise fees in 1998, multiplied times projected 2002 kWh sales.

Q.
PLEASE DESCRIBE THE ENERGY EFFICIENCY FEE.

A.
The Energy Efficiency Fee is a charge per kWh to recover the demand-side management revenue requirement necessary to meet the energy efficiency goals of PURA §39.905.

Q.
PLEASE DESCRIBE THE COMPETITION RESTRUCTURING CHARGE (CRC).

A.
The CRC is a charge per kWh which recovers the one-time costs resulting from the requirement to divide the operations of CPL, SWEPCO and WTU into a REP, a power generation company, and an EDC.  The testimony of Mr. David Carpenter in the UCOS cases  discusses and quantifies these costs.  The costs will be amortized and recovered over a 14-year period.

Q.
ARE THE RIDER CHARGES IDENTIFIED ABOVE UPDATED FOR THE SIX CUSTOMER CLASSES?

A.
Yes, they are listed in EXHIBIT DRM-2.

X.  CUSTOMER TYPICAL BILLS TC "X.  CUSTOMER TYPICAL BILLS" \f C \l "1" 
Q.
HAVE YOU PREPARED ANY TYPICAL BILLS USING THE PROPOSED WIRES RATES?

A.
Yes.  EXHIBIT DRM-5 shows the calculation of a typical residential customer and two typical commercial customers using the proposed wires charges under the May 15, 2000 revenue requirement utilizing the prices shown in EXHIBIT DRM-2.

XI.  HEADROOM TC "XI.  HEADROOM" \f C \l "1" 
Q.
WHAT IS HEADROOM?

A.
Headroom is the difference between the price to beat and the nonbypassable wires charges.  Headroom represents the amount available to the REP to recover market cost of power plus operating costs.

Q.
HAVE YOU ESTIMATED HEADROOM FOR THE RESIDENTIAL RATE CLASS?

A.
Yes, I have.  EXHIBIT DRM-6 shows an estimate of the headroom for the residential rate class under the May 15, 2000 revenue requirement.  Headroom was calculated by first adding the present rates forecasted base revenue and present rates forecasted fuel revenues (historic fuel factors * forecasted class kWh) to get total forecasted revenue at present rates.  The price to beat revenue was then calculated by subtracting 6% from the total forecasted revenues at present rates.  The total of proposed wires revenue includes an estimated projected transmission revenue plus the proposed distribution revenue and proposed rider revenue.  This was subtracted from the price to beat revenue to get the total headroom revenue amount.  The total headroom revenue amount was then divided by projected kWh to get headroom per kWh.

Q.
HAVE YOU ESTIMATED HEADROOM FOR THE RESIDENTIAL RATE CLASS BASED ON THE OCTOBER 2, 2000 REVENUE REQUIREMENT AND THE REVISED ECOM CALCULATION?

A.
Yes, EXHIBIT DRM-7 shows an estimate of the headroom for the residential rate class utilizing the revenue requirement included in the companies’ October 2, 2000 filings.  For CPL I used the revised ECOM amount of $361.3 million which was filed on September 22, 2000.

Q.
HAVE ANY OF THE AEP COMPANIES’ FUEL FACTORS CHANGED SINCE THE MAY 15, 2000 FILING?

A.
Yes. Fuel factors for CPL and WTU have changed.  The annual change in fuel costs for CPL and WTU are shown on EXHIBIT DRM-8.

 Q.
HAVE YOU INCORPORATED THESE NEW FUEL FACTORS IN THE CALCULATION OF HEADROOM?

A.
Yes.  The effect on headroom of incorporating the new fuel factors discussed above for those companies is shown in the summary table below.

Q.
PLEASE SUMMARIZE THE ESTIMATES OF HEADROOM DISCUSSED ABOVE.

A.
The table below shows the estimated residential headroom produced by each of the scenarios described above.

ESTIMATED HEADROOM FOR THE RESIDENTIAL RATE CLASS

$/kWh

Company
May 15, 2000

Revenue Requirement
October 2, 2000

Revenue Requirement
October 2, 2000

Revenue Requirement

With Updated

Fuel Factors

Central Power and Light Company
$0.03158
$0.03681
$0.04546

Southwestern Electric Power Company
$0.03085
$0.030964


West Texas Utilities Company
$0.03268
$0.03475
$0.04330

Q.
DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?  

A.
Yes, it does.  
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