C. Issue 3.b(iii) of the Preliminary Order improperly suggests a weighing
of the evidence.

Issue 3.b(iii) of the Preliminary Order is a sub-issue to the question whether TNMP has
undertaken commercially reasonable means. Issue 3.b(iii) provides:

iii. Did TNMP employ an independent financial advisor to
evaluate the sale of TNP One?

As stated above, the Commission is obligated to consider all of TNMP’s actions taken as
a whole in evaluating whether TNMP used commercially reasonable means. This issue
incorrectly presumes that a specific act must be examined and its effect determined in isolation
or that a single element of a larger issue can be dispositive. This error of law and arbitrary and
capricious action imposed a burden of proof inconsistent with PURA and resulted in substantial
harm to TNMP by placing undue weight on the role of Laurel Hill in the auction process as
described under Error No. 8.

D. The Preliminary Order erroneously excluded the consideration of
relevant evidence.

The Preliminary Order listed the second “issue not to be addressed” as follows:

2. Whether an adjustment should be made to account for the
Commission’s decision in TNMP’s final fuel reconciliation
to disallow certain operations and maintenance costs.

The Commission’s Preliminary Order erred as a matter of law and acted in an arbitrary
and capricious manner in removing this issue without consideration of the evidence offered.
Applicants offered evidence that O&M expenses, which Applicants properly classified in Docket
No. 27576 as eligible fuel expenses recoverable in that docket should therefore be taken into
account in this case because those expenses would have affected the calculation of excess
earnings. These were expenses which TNMP paid and should be able to recover. The
Commission’s determination that Applicants were not allowed to recover those costs was not
based on any finding that they were imprudent or unnecessary but simply on an incorrect finding
that they were incorrectly classified. Applicants sought to rectify the classification choice for
these expenses in Docket No. 27576 by taking them into account in this docket. TNMP’s
evidence was relevant, and it was entitled to have the Commission consider it. The Preliminary
Order deprived TNMP of its opportunity to do so, thus limiting its stranded cost recovery making
the order inconsistent with law (PURA §39.252) and arbitrary and capricious.
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Error No.29: The Commission has unreasonably interpreted PURA §§ 39.252
and 39.262.

Findings of Fact 141, 141A, 141B, and 141C are erroneous because they are based on an
erroneous interpretation of the statute, are arbitrary and capricious, are inconsistent with the
statute, and are not based on substantial evidence. These findings are based on the presumption
that S.B. 7 does not set a timeline for establishing stranded costs. This is error because S.B. 7
taken as a whole requires true-up applications to be ready to be filed on or about January 2004.
For the same reasons the findings are not supported by substantial evidence and are arbitrary and
capricious. These findings, even if supportable, are, legally irrelevant, because they are based on
an erroneous interpretation and application of the terms “commercially reasonable means,” as
described above in Error No. 9 and are implicitly statements about the timing of the sale and thus
are legally irrelevant because timing considefations are improper under S.B. 7 as described
above in Error No. 10, Finally, these findings are arbitrary and capricious because they impose
an after-the-fact view of possible Commission action when the often stated policy of this
Commission is that it will not give advisory opinions. |

Error No.30: The Commission’s findings and conclusions related to TNMP’s
ability to operate TNP One as a stand-alone unit are erroneous.

Findings of Fact 143 and 143A (and the related discussion on pages 119-121 of the May
28, 2004 PFD and pages 18-21 of the June 3, 2005 Order) are erroneous because they are
inconsistent with .the findings of the ALJs, are not supported by substantial evidence, are
arbitrary and capricious, are not made in conformance with the Texas Government Code, and are
legally irrelevant under S.B. 7 because they suggest an improper “timing” of the sale.

_ Finding of Fact 143 changes ALJs’ proposed Finding of Fact 143 in the May 28, 2004
PFD. Finding of Fact 143A is a new finding. These findings are relevant only to the question
whether the “timing” of the sale was proper which is itself a legally irrelevant consideration
under PURA § 39.252(d). Finally, these findings are not supported by substantial evidence and
are arbitrary and capricious. TNMP offered testimony on the viability of operating TNP One as
a stand-alone entity. No witness offered any evidence disputing TNMP’s testimony.

In addition, Conclusion of Law 20B is not supported by substantial evidence, is arbitrary
and capricious, and is contrary to law. The Commission has not made sufficient findings to
support this conclusion, and there is not substantial evidence to support such findings. No one
offered any evidence that a “study” was needed to determine whether TNMP could effectively
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operate TNP One as

search was made for

a stand-alone entity. There was direct and uncontroverted evidence that a

the contemporaneous calculations, and they could not be found.®> Thus, the

findings (Findings of Fact 143 and 143A) are not supported by substantial evidence and are

arbitrary and caprici

ous. In addition, a TNMP witness performed the same calculations at the

hearing that he had done in the past. Therefore, there is not substantial evidence to support the

conclusion. Finally,

and 2003.049) beca

Conclusion of Law 20B is contrary to law (Tex. Gov’t Code §§ 2001.062

use it was added by the Commission sua sponte, and not in response to

Exceptions, and no party was given the opportunity to file Exceptions to the conclusion. Finally,

Finding of Fact 144

capricious.

Error No. 31:

s not relevant to any consideration in this case and is therefore arbitrary and

The Commission has erred by failing to reasonably consider the
reasonable and necessary expenses associated with retaining a
financial advisor.

Finding of Kact 95 and Conclusion of Law 22 are erroneous because they are not

supported by substantial evidence and are arbitrary and capricious. No one offered any evidence

that Laurel Hill did
assisting in a sale o
have charged an am
offered substantial ¢
services, and the fac
were consistent with
is arbitrary and capr
stating that TNMP
TNMP’s stranded cd
the recovery of the
Commission adjusts
when such market v|

sale.

not perform such services as would be reasonably provided by advisors in
f this type. Similarly, no one offered any evidence that an advisor would
ount different from that charged by Laurel Hill. To the contrary, TNMP
vidence concerning the nature of Laurel Hill’s services, the value of those
t that Laurel Hill’s fees for those services were ordinary and reasonable ;cmd
the fees that other financial advisors have received for similar services. It
icious to deprive TNMP of a fee paid to an advisor while at the same time
required an advisor. Similarly, it is arbitrary and capricious to reduce
)ists based on the actions of its advisor while at the same time depriving it of
advisor’s expenses. Finally, it is also arbitrary and capricious because the

TNMP’s stranded costs by making comparisons to assumed “market values”

alues would necessarily have to be reduced by expenses associated with the

2 Tr. at 631, liy
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Error No.32: The Commission’s June 3; 2005 Order contains clerical errors.

Several findings of fact are erroneous because they contain clerical errors. First, in the
first sentence of Finding of Fact 123, the date November 7, 2002, should be November 7, 2001 83
Second, Attachment A contains a minor error on line (20). Part of the heading refers to “(10)
minus (14).” The correct reference should state “(13) minus (19)” as shown in the Source
column. Similarly, Attachment B contains a minor error on line (19). The heading refers to
“(10) minus (14)” when it should refer to “(13) minus (18).”
HI. CONCLUSION

For the .reasons outlined above, Applicants request that its Motion for Rehearing be

granted in all respects.

Respectfully submitted,

?ouo& S. E.WWM——*
Louis S. ZIMMERMAN

GARY W.BOYLE

State Bar No. 24039823 State Bar No. 22269500

HELEN YOON JAMES Guy

State Bar No. 24029919 State Bar No. 24027061
Texas-New Mexico Power Company Fulbright & Jaworski L.L.}’.

4100 International Plaza 600 @ongress Avenue, Suite 2400
Fort Worth, Texas 76109 Austin, Texas 78701

(817) 737-1386 (512) 536-4552

(817) 737-1333 Facsimile (512) 536-4598 Facsimile

ATTORNEYS FOR THE APPLICANTS, TEXAS-NEW MEXICO POWER COMPANY,
FIRST CHOICE POWER, INC. AND TEXAS GENERATING COMPANY, L.P.

€ See Direct Testimony of Rhonda L. Lenard, TNMP Ex. 4 at RLL-2; see also Direct Testimony of

Kathryn Iverson, TIEC Ex. 1 at p. 20, lines 5-6.
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CERTIFICATE OF SERVICE

Counsel for Texas-New Mexico Power Company hereby certifies that a true and correct
copy of this motion was served on all parties of record on June 23, 2005, by hand delivery,

facsimile transmission, electronic transmission, and/or first class mail.

Q\

James Guy
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EXHIBIT A

‘Page 2 of 28
SOAH DOCKET NO. 473-04-2459
PUC DOCKET NO. 29206
APPLICATION OF TEXAS-NEW § BEFORE THE STATE OFFICE
MEXICO POWER COMPANY, FIRST § '
CHOICE POWER, INC., AND TEXAS § OF
GENERATING COMPANY,L.P.TO 8§ .
FINALIZE STRANDED COSTS UNDER  § v
PURA § 39.262 § ADMINISTRATIVE HEARINGS

ERRATA AND AMENDED DIRECT TESTIMONY
OF STACY R. WHITEHURST

Texas-New Mexico Power Company (“TNMP”), First Choice Power Special Purpose, L.P.
(“FCP”), and Texas Generating Cdmpany, L.P. (“TGC”) (collectively, the “Applicants™) file this
Errata and Amended Direct Testimony of Stacy R. Whitehurst.

After the Applicants filed the Direct Testimony of Stacy R. Whitehurst, they discovered a
fonmﬂmc error in the spreadsheets used by Mr. Whitehurst to calculate the interest on stranded coss.

Exhibits SRW-2 and SWR-3 show the calculation and accumulation of interest on stranded costs

(Balances “A” and “B” respectively) beginning on January 2002 and continuing until July 22, 2004.
As originally set up, however, the spreadsheets do not calculate the interest on the January 1, 2002
balance for the month of January. This is illustrated by looking at line 6 of Exhibit SRW-2 and
Exhibit SRW-3. SRW-2, ‘Column (c), line 6 showé_ a beginning balance of $128,820,365 (i.e.
Balance “A”). Column (i), line 6 shows the identical balance even though a full month of interest
had accumulated. (Note also the “blank” entry under Column (g), which should have been the
interest calculated for the month of January.) This same balance is carried forward and used to
calculate the interest in the month of Februéry. The failure to calculate and accumulate interest in
the initial month caused each subsequent month, which rclied on the previous month’s
determination, to be in error as well. This same formulaxc error occurs in Exhibit SRW-3.

Corrected versions of Exh1b1ts SRW-2 and SRW-3 along with associated supporting
testimony, are attached hereto. Additionally, for the sake of convenience, a complete Amended
Direct Testimony of Stacy R. Whitehurst is attached hereto as well. No other changes have been
made to the testimony or exhibits.




EXHIBIT A
Page 3 of 28

'~ SOAHDOCKET NO. 473-04-2459
PUC DOCKET NO. 29206

Errata to Direct Testimony of Stacy R. Whitehurst

' Page 5, lines 11 ~ 14 has been changed as shown to read as follows:

WHAT IS THE AMOUNT OF INTEREST CALCULATED FOR THE PERIOD

Q.
JANUARY 1, [2002] THROUGH JULY 22, 2004 USING BALANCE “A”?

A. 'The amount of interest calculated using Balance “A,” is $40,184,508 $41,736,027 as shown
on line 42 43, column (g) of Exhibit SRW-2.
Page 5, lines 24 —~ 27 has been changed as shown to'read as follows:

Q. WHAT IS THE AMOUNT OF INTEREST CALCULATED FOR THE PERIOD
JANUARY 1, 2002 THROUGH JULY 22, 2004 USING BALANCE “B”?

A.

on line 42 43, column (g) of Exhibit SRW-3.

The amount of interest calculated using Balance “B,” is $43;620;268 $45,304,441 as shown

Amended Exhibits SRW-2 and SRW-3 are attached hereto as Attachment 1. A complete
Amended Direct Testimony and Exhibits of Stacy R. Whitehurst is attached hereto as Attachment 2.

Respectfully subniitted,

HELEN YOON _

State Bar No. 24029919
hyoon@tnpe.com

GARY W. BOYLE

State Bar No. 24039823
ghoyle@tape.com

4100 International Plaza
“Fort Worth, Texas 76109
(817) 737-1386

{817) 737-1333 Facsimile

Louis S“ZIMMERMAN Q
State Bar No. 22269500 :
Izimmerman@fulbright.com
JAMES Guy -

State Bar No. 24027061
jguy@fulbright.com

Fulbright & Jaworski L.L.P.

600 Congress Avenue, Suite 2400
Austin, Texas 78701

(512) 536-4552 _

(512) 536-4598 Facsimile

ATTORNEYS FOR THE APPLICANTS, TNMP, FCP, AND TGC
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SOAH DOCKET NO. 473-04-2459
PUC DOCKET NO. 29206

CERTIFICATE OF SERVICE
. Counsel for Applicants hereby certifies that a true and correct copy of the attached Errata and

Amended Direct Testimony of Stacy R. Whitehurst was served on all parties of record on November
29, 2004, by hand delivery, facsimile transmission, electronic transmission, and/or first class mail.

James G



EXHIBIT A

_ Page 5 of 28
| | ATTACHMENT 1

EXHIBIT SRW-2

(AMENDED)
PAGE 1 OF 1

TEXAS-NEW MEXICO POWER COMPANY
: TOTAL TEXAS
CALCULATION OF INTEREST ON STRANDED COST PER JULY 22 ORDER
FOR THE PERIOD JANUARY 1, 2002 TO JULY 22, 2004
’ BALANCE "A"

SPONSOR : S.R. WHITEHURST

EFFECTIVE | INTEREST ON CUMLLATIVE |
STRANDED CUMULATIVE INYEREST | PREV,MONTHS | CUMULATIVE | NET STRANDED
COST PER NET CcOSTOF FACTOR  |CUM. STRANDED{ INTEREST cosT:
UINE FINAL STRANDED CAPITAL FORANNUAL | COSTAND ACCRUAL INTEREST
NO. | MON YR ORDER cosT RATE COMPOUNDING| INTERESTBAL. | BALANCES RECOVERY
®) ) %) (%) —% B ) S N : /N
21 L5 _d {o) (U] (o) ) 0
1 $ 342,441,004 |Net Book Value of Generating Assolg
2 213,620,699 | less Net Market Value of Generating Assots
3 $ 128,820,965 {Net , verifiabla nonmitigable stranded costs
4
5 |BepBabance |3 32652035
[ DEC 01 $ 128,820,365 | $ 126,820,365 11.50% -1s -I$ 128,820,365
7 INE o2 s 128,820,365 |$ 126,620,365 11.59% 118281208  1182612{$ 130,002,977
8 FEB 02 128,820,365 11.59% 1,193,469 2,376,081 131,106,446
9 MAR 0z 128,820,365 11.59%] 1,204,425 3,580,507 132,400,872
10 APR 02 128,820,365 11.59%) 1295482 4,795,989 133,616,354
1 MAY | 02 126,820,365 11.59% 1,226,841 6,022,630 134,842,095
12 JuN 02 128,820,365 11.80%] 1,237,902 7,260,532 136,080,897
13 L 02 128,820,365 11.59% 1,249,266 8,500,709 137,330,164
14 fauc 02 128,820,355 11.59%| 1,260,735 9,770,534 138,590,899
15 SEP 02 128,620,365 11.59% 1,272,309 1,042,842 138,663,207
16 oct 02 126,820,365 11.59% 1,283,980 12,326,832 141,147,107
17 |Nov 02 128,820,365 11.59% 1,295,777 13,622,608 142,442,973
18 DEC 02 128,620,365 11.50% 1,307,672 14,930,280 143,750,845
1B il o $ 128,520,265 11.59% 190877)s w2087 )s  uso032
20 FEB 03 128,820,365 11.59% 1,331,792 17,581,748 146,402,914
21 MAR 0 128,820,365 k1] 1,344,018 18,025,768 147,746,133
2 APR 03 128,820,385 1.50% 1,366,357 |20.282,125 149,102,490 |
23 | mAY 03 128,820,385 11.50%] 1,368,600 21,850,933 150,471,208 }
F] JUN 03 128,820,385 11.59%| 1381375 23,052,308 151,852,673
25 JUi 03 128,820,365 11.59% 1,384,056 24,426,965 163,248,730
2% (AU 03 128,820,365 11.50%) 1,400,854 25,833,219 154,653,564,
7 SEP 03 128,820,365 11.59% 1,418,770 27,252,068 168,073,353
28 ocr 03 128,820,365 11.50%] 1,432,808 26,686,792 157,506,157
29 NOV 03 128,820,385 . 11.58% ' 4,445857 30,131,749 158,952,114
30 DEC 03 128,820,365 11.59% 1,450,231 31,590,980 160,411,345
at JAN 04 $ 128,820,365 11.59%| 1472528 [$ 33.063608]8  161.083973
a2 FEB o4 ' 128,820,365 11.59% 1,488,147 34,549,755 163,370,120
33 MAR 04 128,820,365 11.59%] 1,499,790 38,049,5451 164,860,910
M APR 04 128,620,365 11.50%] 1,513,569 37,563,103 166,383,468
35 {may o4 123,820,365 11.59%| 1,527454 38,000,557 167,910,922
] JUN o4 128,820,385 11.59%) 15414761 40,692,033 169,452,398 |.
a7 JuL o4 Tiwough July 22, 2004 128,820,365 11.59%| 1,103,984 4,736,027 170,558,392
sa .
39
40
41
42
43 TOTAL PERIOD | 3 128,820,365 | § - $__41,7360271s 41.736027]$ 170,556,392




EXHIBIT A

Page 6 of 28
ATTACHMENT 1

EXHIBIT SRW-3

(AMENDED)
PAGE 10F 1

TEXAS-NEW MEXICO POWER COMPANY
TOTAL TEXAS .

CALCULATION OF INTEREST ON STRANDED COST PER JULY 22 ORDER
FOR THE PERIOD JANUARY 1, 2002 YO JULY 22, 2004
BALANCE "B”

SPONSOR : S.R. WHITEHURST

. "EFFECTVE | INTEREST ON CUMULATIVE
STRANDED CUMULATIVE INTEREST | PREV.MONTI'S | CUMULATIVE | NET STRANDED
COSTPER NET COSTOF FACTOR  |CUM. STRANDED] INTEREST COSTS
LINE FINAL STRANDED CAPITAL FORANNUAL | COSTAND ACCRUAL INTEREST
NO. }MON YR ORDER cOsT RATE COMPOUNDING| INTEREST BAL. | BALANCES RECOVERY
(L] $) ) (%) )] (t)] 3)
fa) (] (5] @ o) @ ()] ) (U]
1 $ 253,362,064 [Net Bock Value of Generating Assety
2 119,527,507 | less Net Market Value of Generating Assets
3 $ 139,834,457 {Net, varifiable nonmitigable stranded costs
4
] Beg. Balance 3 139,834,457
6 DEC ] $ 139,834,457 | $ 139,834,457 11.59%) o.owsoazls -1s -1s 198457
7 JAN 02 ] 139,634.457 | $ 139,834,457 11.58% ooomsoaz| s 1.283725)8  1283728]S 141,118,182
8 FEB 02 139,834,457 11.59% 0.00918032 1,205,510 2,579,235 142,413,692
9 MAR 02 138,834,457 11.59% 0.00918032 1,307,403 3,866,630 143,723,096
10 | APR 02 139,834,457 11.50% 0.00918032| 1,319,406 5,206,045 145,040,502
1M [may 02 139,634,457 11.50%) 0.00918032| 1,331,518 6,537,563 148,372,020
12 |an 02 139,834,457 11.59% 0.00018032 1,343,742 7,881,305 147,715,762
13 | 7] 138,834,467 11.59% 0.00918032 1,356,078 9,237,383 149,071,840
14 |aue 02 139,834 457 11.59%, 0.00918032 1,368,527 10,605,910 150,440,367
13 SEP 02 130,834,457 41.50%) 0.00918032] 1,381,091 11,887,001 151,821,458
16 focr 02 139,834,457 11.50% 0.00018032 1,303,770 13,380,771 153,215,228
17 |nov 02 138,834 457 11.50% 0.00916032] 1,406,565 14,787,338 154,624,793
18 |oEC 02 138,834,457 11.50% 0.00916032] 1,419,478 16,206,814 156,041,271
19 JAN 03 $ 130,634,457 11.59% 000018032 § 1432509 |S 17.639,221$ 157473779
20 FEB 03 139,834,457 11.59% ©0.00916032| 1,445,660 19,084,902 158,019,430
21 {MAR 3 139,634,457 11.59% 0.00918032 1,458,931 20,543,914 160,378,378
2 | APR o3 130,834,457 159% 0.00916032] 1472325 22,016.299 161,850,698
23 |mar 03 139,834,457 11.59%) 0.00918032 1,485,841 23,502,080 163,336,537
24 AN o 138,834,457 11.59% 0.00918032 1,499,482 25,001,562 164,838,019
25 R [ ) 139,834,457 11.58% 0.00018032 1,613,248 26,514,809 168,349,268
% |ae 03 139,834,457 11.59% 0.00318032] 1,627,140 28,041,949 167,876,406
27 jser 03 139,834,457 11.50% 0.00918032 1,541,159 20,583,108 169,447,565
‘28 Jocr 03 139,834,457 11.59% 0.00918032) 1,555.308 31,138,416 470,972873
29 fNOV 03 139,834,457 11.59% 0.00948032| 1,569,566 32,708,002 172,542,459
30 Joec 03 139,838.457 11.50% 0.00918032) 1,583,995 34,291,897 174,126,454
31 JAN 04 $ 139,834,457 19.50%]  0.00016032|$ 1598537 |$ 358905348 175724991
32 FEB o4 139,834,457 11.59%! 0.00918032 1.613.212 37,503,748 177,338,202
33 |MAR o 139,834,457 11.50% 0.00918032 1,628,022 39,131,767 178,966,224
4 |ar 4 138,834,457 11.50%) 0.00818032| 1,642,967 40,774,734 180,609,191
3  |may o4 139,834,457 11.59% 0.00918032| 1,658,050 42,432,785 182,267,242
38 JUN o4 139,834,457 11.59%) 0.00918032 16732712 44,108,058 183,040,513
37 n 04 Through July 22, 2004 139,834,457 11.59% 0.00918032 1,198,385 45,304,441 185,138,898
ho .
39
40
a
42
43 JOTAL PERIOD |$ 139, $ - S 45304,M41]% 45304441]8 185,138,098
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EXHIBIT A

Page 9 of 28
ATTACHMENT 2

Stacy R. Whitehurst

INTRODUCTION AND QUALIFICATIONS
PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

1 am Stacy R. Whitehurst. | serve as a Senior Reguiatory Analyst in the
Regulatory Affairs Division at Texas-New Mexico Power Company (“TNMP"), a
wholly owned subsidiary of TNP Enterprises (*TNP”), in the Shared Services
organization. My busin_e’ss .address is 4100 International Plaza, Fort Worth,
Texas 76109.

ON WHOSE BEHALF ARE YOU TESTIFYING?

I am testifying on behalf of TNMP, First Choice Power Special Purpose, L.P.
("FCP”), and Texas Generating Company, L.P. (“TGC"), collectively referred to
as “Applicants.”

PLEASE DESCRIBE YOUR EDUCATIONAL AND EMPLOYMENT HISTORY.
Exhibit SRW-1 des&ibes my educational background and my work experience.

PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?
The purpose of my testimony is to discuss the method and perform the
calculations to determine the amount of interest that the Applicants are entitled
to on the stranded cost balance and on the alternative stranded cost balance, as
quantified in the Public Utility Commission’s (“Commission”) July 22, 2004 Order.

EXHIBITS SPONSORED |

WERE THE TESTIMONY AND EXHIBITS WHICH YOU ARE SPONSORING
PREPARED BY YOU OR UNDER YOUR DIRECT SUPERVISION AND
CONTROL? '

Yes. .

IS THE INFORMATION IN THE TESTIMONY AND EXHIBITS THAT YOU ARE
SPONSORING TRUE AND CORRECT TO THE BEST OF YOUR

- KNOWLEDGE AND BELIEF?

Yes.
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EXHIBIT A
Page 10 of 28

ATTACHMENT 2

Stacy R. Whitehurst

BACKGROUND
WHAT ISSUES ARE TO BE CONSIDERED IN THE COMMISSION’S REMAND

‘OF DOCKET NO. 29206 TO THE STATE OFFICE OF ADMINISTRATIVE

HEARINGS (“SOAH")?

The Commission has remanded this proceeding to SOAH to quantify the amount
of interest due to the Applicants on the stranded cost batances found in the July
22, 2004 Order.

WHAT DOES THE COMMISSION’S REMAND ORDER REQUIRE OF THE

'APPLICANTS?

The Applicants are required to propose an interest rate and calculate the amount
of interest based upon the two altemative stranded cost balances identified in the
Commission’s July 22, 2004 Order.

WHAT OTHER GUIDANCE HAVE YOU RELIED UPON IN ARRIVING AT A

GENERAL METHODOLOGY FOR THE CALCULATION OF INTEREST?

The Texas Supreme Court issued its Irevised opinion in CenterPoint Energy, Inc.
v. Public Utility Commission of Texas, 143 S.W.3d 81 (Tex. 2004), on September
3, 2004. In that opinion, the Court requires that interest on stranded costs be
calculated beginning January 1, 2002. Additionally, the Commission’s
Substantive Rules (P.U.C. Subst. R. 25.263(1)}3)) require the Applicants to
calculate "carrying charges or interest on the total True-Up Balance. My
testimony describes the specific inputs and method used to calculate the interest
due on the stranded cost balanoes.

COMPONENTS USED FOR THE DETERMINATION OF INTEREST ON

STRANDED COST ,
WHAT ARE THE TWO STRANDED COST BALANCES IDENTIFIED IN THE

JULY 22, 2004 ORDER UPON WHICH APPLICANTS ARE TO CALCULATE
INTEREST?

Applicants are to calculate interest on the. following stranded cost balances as
set forth in the Commission’s July 22, 2004 Order. The stranded cost balance
on page 64 of the Order (Finding of Fact No. 194) is referred to in the table
below as "Balance A,” and the alternative stranded cost balance on page 65
(Finding of Fact No. 194A) is referred to below as “Balance B.”

10
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Page 11 of 28

ATTACHMENT 2

Stacy R. Whitehurst

TABLE 1 - STRANDED COST BALANCE

- . - BALANCE | BALANCE
_DESCRIPTION .\ “g”
Net Book Value of Generating Assets $342,441,064 | $259,362,064
Net Market Value of Generating Assets 213,620,609 | 119,527,607
Stranded Cost Balance ” $128,820,365 | $139,834,457 |

WHAT RATE ARE THE APPLICANTS PROPOSING TO USE TO CALCULATE
INTEREST ON THE STRANDED COST BALANCES?

The Applicants are proposing to use an interest rate based on the weighted
average cost of capital that was approved in TNMP’s thundled Cost of Service
("UCOS") proceeding, P.U.C. Docket No. 22349,

- WHAT IS THE BASIS FOR USING THE UCOS WEIGHTED AVERAGE COST

OF CAPITAL AS THE BASIS OF THE APPROPRIATE INTEREST RATE?

The Applicants are using the UCOS rate based on (i) the clear directive of the
Commission at the Open Meeting held on September 30, 2004, when the
remand order was issued; (ii) the direction in P.U.C. Substantive Rule
25. 263(!)(3)' and (jif) the Direct Testimony of expert witness Samuel Hadaway.
WHAT IS THE WEIGHTED AVERAGE COST OF CAPITAL THAT WAS
'‘DETERMINED IN TNMP’S UCOS PROCEEDING?

The final order in Docket No. 22349 established TNMP's weighted average cost
of capital as 9.17 percent. This rate is an after-tax rate that represents the
necessary cost of capital to allow TNMP a fair and reasonable rate of return.
Exhibit SRW-4 summarizes the cost rates and capital structure that was used by
the Commission in that docket.

BASED ON THIS COST OF CAPITAL, WHAT RATE DID YOU USE IN
CALCULATING THE INTEREST ON STRANDED COSTS? '

I applied an interest rate of 11.59 percent fo calculate the interest on stranded
costs.

11
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EXHIBIT A
Page 12 of 28

ATTACHMENT 2

Stacy R. Whitehurst

WHAT DOES THE 11.59 PERCENT RATE REPRESENT?

The 11.59 percent rate represents the pre-tax rate based on the weighted
average cost of capital that was determined in TNMP's UCOS Docket No. 22349
(i.e., the 9.17% rate adjusted for federal income taxes).

PLEASE DESCRIBE THE CALCULATION YOU PERFORMED TO ARRIVE AT
THE 11.59% RATE. -

Exhibit SRW-4 shows the calculation that was performed to armive at the 11.59%
rate. In short, a tax rate of 35% is utilized in the following formula:  ([Tax
Rate/(1-Tax Rate)] ® Equity Return) + Equity Retumn = Pre-Tax Rate.

WHY'IS THE APPLICATION OF THE PRE-TAX RATE (AS OPPOSED TO THE
AFTER-TAX RATE) APPROPRIATE FOR CALCULATION OF THE INTEREST
ON STRANDED COST? ' '

The final order in Docket No. 22349 allows TNMP {0 earn a rate of retumn of
9.17%. In order to achieve this rate of return, the cost of equity portion of the
rate of returh must be adjusted to reflect the requirement thét TNMP will pay
federal income taxes on the revenues it receives. '
OVER WHAT PERIOD OF TIME HAVE YOU CALCULATED THE INTEREST
ON STRANDED COSTS?

Based on the Texas Supreme Court’s opinion in CenterPoint Energy, Inc. v.

Public Utility Commission of Texas, | have calculated a total balance which-

includes stranded costs and interest beginning on January 1, 2002, and ending
on July 22, 2004, S

DOES INTEREST CONTINUE TO ACCRUE AFTER JULY 22, 20047

Yes. For purposes of this proceeding, | have calculated interest beginning on
January 1, 2002, and ending on July 22, 2004, the date the Commission
established the stranded cost balances, to obtain a total stranded cost balance
(including interest). The Commission’s rules provide that Applicants are entitied
to interest on the stranded costs uhtil they are fully recovered.

12
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EXHIBIT A
Page 13 of 28

ATTACHMENT 2

Stacy R. Whitehurst

CALCULATION OF THE INTEREST AMOUNT

HAVE YOU CALCULATED THE INTEREST ON THE STRANDED COST
BALANCE REFERRED TO AS BALANCE “A” IN TABLE 1 ON PAGE 3 OF
YOUR TESTIMONY?

Yes. Exhibit SRW-2 demonstrates the calculation.

PLEASE DESCRIBE THE CALCULATION.

As shown in Table 1 of my testimony, the net, verifiable, nonmitigable stranded
cost from line 3 is $128,820,365. This amount was utilized in Exhibit SRW-2
when calculating the interest amount. Interest was calculated on this balance at

11.59%, compounded monthly.

WHAT IS THE AMOUNT OF INTEREST CALCULATED FOR THE PERIOD
JANUARY 1, THROUGH JULY 22, 2004 USING BALANCE “A™?

The amount of interest calculated using Balance “A," is $41,736,027 as shown
on line 43, column (g) of Exhibit SRW-2.

HAVE YOU CALCULATED THE INTEREST ON THE STRANDED COST
BALANCE REFERRED TO AS BALANCE “B” IN TABLE-1 ON PAGE 3 OF

- YOUR TESTIMONY?

Yes. Exhibit SRW-3 demonstrates the calcutation.
PLEASE DESCRIBE THE CALCULATION.

As shown in Table 1 of my testimony, the net, verifiable, nonmitigable stranded

cost from line 3 is $139,834,457. This amount was utilized in Exhibit SRW-3
when calculating the interest amount. lnfereét was calculated on this balance at
11.59%, compounded monthly.

WHAT IS THE AMOUNT OF INTEREST CALCULATED FOR THE PERIOD
JANUARY 1, 2002 THROUGH JULY 22, 2004 USING BALANCE “B"?

The amount of interest calculated using Balance “B,” is $45,304,441 as shown
on line 43, column (g) of Exhibit SRW-3.

CONCLUSION .
DOES THIS CONCLUDE YOUR TESTIMONY?
Yes, it does. ’




EXHIBIT A
Page 14 of 28

ATTACHMENT 2

Exhibit SRW-1
Page 1 of 1

STACY R. WHITEHURST
EDUCATION BACKGROUND AND BUSINESS EXPERIENCE

Stacy R. Whitehurst is a Senior Analyst in the Regulatory Affairs at Texas-New Mexico Power
Company. Mr. Whitehurst graduated from Texas ASM University in 1994 with a Bachelor’s
" Degree in Political Science. He began his career as a consultant at Van Duzee and Associates
in 1995 and took an analyst/programmer position with Harris Methodist Health Systems in 1997.
 Mr. Whitehurst has been employed in the electric utility industry since 2000, when Mr.
Whitehurst took a position as a senior programmer analyst with Texas-New Mexico Power
Company. In this capacity, he was responsible for creation of and modifications to TNMP's
customer information systems to support the deregulation of electricity. In August 2003, Mr.
Whitehurst took his current position in the Reg'ulétory Affairs department.

14




EXHIBIT A
Page 15 of 28

ATTACHMENT 2

EXHIBIT SRW-2
(AMENDED)
PAGE1 OF 1
TEXAS-NEW MEXICO POWER COMPANY
TOTAL TEXAS : _ ,
CALCULATION OF INTEREST ON STRANDED COST PER JULY 22 ORDER
FOR THE PERIOD JANUARY 1, 2002 TO JULY 22, 2004
BALANCE "A"
SPONSOR : S.R. WHITEHURST
) EFFECTIVE | INTEREST ON CUMULATIVE
STRANDED CUMULATIVE INTEREST | PREV. MONTH'S ] CUMULATIVE | NET STRANDED
COST PER NET COSTOF FACTOR  JCUM.STRANDED] INTEREST coSTS
LINE FINAL STRANDED CAPITAL | FORANNUAL | COSTAND ACCRUAL INTEREST
NO. |MON ORDER . cosT RATE COMPOUNDING| INTERESTBAL. [ BALANCES RECOVERY
i) (L} (%) %) 8 3 (L]
() ) S ) fe) (U] ) ) 0
i s 342,441,084 [Net Book Value of Generating Assety -
2 213,620,699 | less Net Merket Velue of Generaling Assets
3 s 126,820,365 |Net, vesifieble nonmitigeble stranded costs
4
5 | Beg.Balance S 128820365
6 Joee| o s 1zss0es|s 1220305 1so%]  oovetdosz] s s -Is  1zsm203es
7 JAN 02 $ 128820365 § $ 128,820,365 11.59% 000018032] $ 1182612 [S  1.182612[S  130,002977
8 FEB 02 : 126,820,365 11.59% 0.00918032| 1,193,489 2,376,081 131,196,448
9 MAR 02 128,820,365 11.59% 0.00918032 1,204,425 3,580,507 132,400,872
1B |APR 02 128,820,365 14.59% 0.00918032 1215482) - 4795989 133,616,354
1 {MAY 02 128,820,365 1.59% 0.00818032 1,226,641 6,022,630 134,842,995
2 jan 02 128,820,365 1.59%]  0.00918032) 1,237,902 7,260,532 136,080,897
13 02 128,820,365 11.59%) 0.00018 1,249,268 8509,798 137,330,164
14 jAuG 02 128,820,365 11.59%) 0.00918032 1,260,735 2,770,534 138,500,899
15 | ser 02 126,820,365 11.50%) 0.00918032] 1.272,309 11,042,842 139,863,207
18 - JocT 02 128,820,365 11.59%]  0.00918032) 1.283,989 12,326,832 141,347,197
7 |nov 02 128,820,365 { 11.50%) 0.00918032 1208777 13,622,608 142442973
.18 joEC 02. 128,820,365 11.50%] 0.00818032 307,672 14,930,280 143,750,645
1 funl $ 128,820,365 1159%]  0.00818032) 1310677 |$ 16249957 {8 w003
20 |rEB ("3 123,820,365 nsyxf o008 1,334,702 17,581,749 146,402,114
21 {MAR (=3 126,820,365 11.59%]  0.00918032 1,344,018 18,025,768 147,746,133
2 JAPR 03 126,820,365 1.50%  0.00918032] 1.356.357 20,282,125 149,102,480
23 Iwmay 03 126,820,365 1.59% 000912032 1,368,809 21,650,833 150,474,208
2 |aun 0 128,820,365 11.50%]  0.00918032] 1,381,378 23,032,308 151,852,673
23 |a 03 126,820,365 1.59%]  0.00915032] 1,304,056 24,426,365 153,246,730
% |avs (<] 128,820,365 1.59%]  0.00918032 1,406,854 26,833,219 154,853,584
21 |sep 03 126,820,385 11.59% 0.00913032 1419770 27,252,968 156,073,353
28 locT 03 128,820,365 11.50%}  0.00918032] 1,432,803 28,685,792 157,506,157
29 {[Nov 03 126,820,365 11.59% 0.00918032 1,448,957 20,131,748 159,952,114
3¢ |oec 03 128,820,365 11.50% 0.00518032] 1,459,231 31,500,980 160,431,345
31 JAN 04 $ 128,820,365 41.59%, 0.009180 14726281$ 330636081 161,083,973
s2 |eEB 04 129,820,365 11.59%| 0.00816032] 1,488,347 34,549,755 163,370,120
33 [MAR 04 126,820,365 11.58%| 0.00916032] 1.499,750 35,049,545 164,869,910
34 {APR 04 128,820,365 1.59%) 0.00918032 1,518,550 37,563,108 166,383,468
38 |[may 04 128,820,365 11.69% 0.00918032 1,527,454 39,080,557 187910922
38 JUN 04 128,820,365 11.58% 0.00018032; 1,541,478 40,632,033 160,452,398
: Ju 04 Thiough July 22, 2004 128,820,365 11.58% 0.00918032 1,103,994 41,726,027 170,556,302
39 .
40
41
42
43 TOTALPERIOD |$ 128620365 | § - s an73s0zvls 41736007 S 170586202
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EXHIBIT A

Page 16 of 28
- ATTACHMENT 2

EXHIBIT SRW-3

(AMENDED)
PAGE 1 OF 1

TEXAS-NEW MEXICO POWER COMPANY
. TOTAL TEXAS
CALCULATION OF INTEREST ON STRANDED COST PER JULY-22 ORDER
FOR THE PERIOD JANUARY 1, 2002 TO JULY 22, 2004
BALANCE “B”

SPONSOR : S.R. WHITEHURST

- ¥ EFFECTIVE | INTEREST ON CUMULATIVE |

STRANDED CUMULATIVE INTEREST | PREV. MONTH'S | CUMULATIVE | NET STRANDED

COST PER NET COSTOF FACTOR  JCUM. STRANDED] INTEREST COST&
LINE FINAL STRANDED CAPTAL | FORANNUAL | cosTanD AGCRUAL INTEREST
NO. fMON}] WR ‘ORDER ~ cost RATE COMPOUNDING| INTERESTBAL. | BALANCES RECOVERY

® . 8 ) S ) 8) &)
) ®) & i) ) V) 8 ®) 0

1 $ 250,362,004 |Net Book Vaiue of Generaling Assety
2 119,527,807 | less Net Market Value of Generating Assets
3 H 139,834,457 {Net, verifiabie nonmitigable stranded costs
. )
5 Beg. Balance $ 139,834,457
6 DEC o $ . 139834457 |$ 139834457 11.59% -Is -{$ 138834457
7 JAN 02 $ 139,834,457 | $ 139,834,457 11.59% 1,283,725 8 12837251 $ 141,918,182
8 el - @ 139,834,457 11.59% 1,295,510 2,579,235 142,413,602
9 MAR 02 139,834,457 11.50%) 1,307,403 3,886,639 143,721,006
10 |APR 02 139,834,457 11.59% 1,319,408 5,206,045 145,040,502
1 {MAY 02 130,834,457 11.59% 1,331,518 6.537.563 148,372,020
12 jam 02 139,834,467 11.59% 1,343,742 7,881,305 142,715,762
13 02 139,834,457 11.59% 1,356,078 9,237,383 149,071,840
M |AUG 02 139,834 457 11.50% 1,368,527 10,605,910 150,440,367
15 | sep 02 139,834,457 11.59% 1,381,001 11,987,001 151,821,458
% |oor 62 139,834,457 11.50% 1,393,770 13,380,771 153,215,228
17 |Nov 02 139,834,457 11.50% 1,406,565 14,787,336 154,621,783
18 | DEC 02 139,834,457 11.50% 1,419478 16,206,814 156,041,274
1 lan] o $ 139834457 ) 1.59% rams00]s wesszls  1mararr
20 |res 03 139,834,457 11.50% 1,445,650 49,084,982 158,919,439
21 |MAR o 139,834,457 11.50% 1,458,931 20,543,914 160,378,374
2 |APR 03 139,834,457 1.59% 1,472325 22,018,239 161,050,690
2 MAY 03 130,834,457 11.58% 1,485,841 23,502,080 163,336,537
24 {JuN 03 139,834,457 11.59% 1,499,482 25,001,562 164,836,019
2 jan 03 130,834,457 11:59% 1,513,248 26,514,809 168,349,266
2% |aeG 03 139,824,457 11.50%] 1,527,140 28,041,949 167,876,406
27 |sEP 03 139,834,457 11.50% 1,641,159 20,583,108 169,417,565
2 jocr 03 139,834,457 11.59% 1,555,308 31,130,416 170,972,873
28 |Nov 03 139,834,457 11.50% 1,569,588 32,708,002 172,542,450
%0 {DEC 03 139,834,457 11.59% 1,563,095 34,291,907 174128454
3 JAN 04 $ 139,834,457 11.59%| 1508537 |8 3580053418~ 175,724,991
32 |FEB 04 139,834,457 11.50% 1,613.212 37,503,716 177,3365.202
33 {MAR o4 130,834,457 11.59% 1,628,022 - 30131767 | 178,066,224
34 |APR 04 139,634,457 11.59% 1,642,967 40,774,734 180,609,191
35 |mav 04 139,834,467° 11.59% 1,658,050 42432,785 182,267,242
3% |auN 04 139,834,457 11.59% 1,673,272 44,106,056 183,840,513
7 |an o4 Tiwough July 22,2004] 139,834,457 11.59% 1,198,385 45304441 185,138,698
as .
39
“ .
/ :
42 !
43 | votaperion |5 13ssaesr|s d o $__a5304aa1]s 453084n1ls 185138908 ;




: ’ o EXHIBIT A

Page 17 of 28
ATTACHMENT 2
EXHIBIT SRW-4
PAGE10OF1
TEXAS-NEW MEXICO POWER COMPANY
CALCULATION OF THE TAX ADJUSTED RATE OF RETURN
SPONSOR : S.R. WHITEHURST
Ln. . ©
No. AS FILED PER SETTLEMENT
Percent Cost  Wtd Cost Percent Cost

1 Debt 60.00% 7.78%  467% Debt 60.00% 7.78% 4.67%
2 Equity 40.00% 11.50% _ 4.60%  Equity 40.00%  11.25% - 4.50%
3 Total 400.00% 927% Total 100.00% - 0.47%

Source: UCOS Docket No. 22349

Calculation .

Adjustment for income Taxes

Percent Cost  Wtd Cost

4 Debt 60.00% 7.78% 4.67%
§ Equily” 40.00% 17.31% 6.92%
6 Total 100.00% 5%

*[Tax Rate/ (1-Tax Rate)] ® Equity Retum) + Equity Relum

. Tax rate = 35.00%
Return On Equity 11.25%
17




EXHIBIT A

Page 18 of 28
ATTACHMENT 2

AFFIDAVIT

STATE OF TEXAS
COUNTY OF TARRANT

S 0% N

BEFORE ME, the undersigned authority, on this day personally appeared STACY
WHITEHURST, who, upon proving his identity to me and by me being duly swom, deposes and
statés the following: - | j

“My name is Staci Whitehurst. I am of legal age, have never been convicted of a felony,
and am a resident of the State of Texas. Icemfythat the foregoing errata testimony and exhibits,
offered by me on behalf;)f Texas-New Mexico Power Company, are true and correct and based

-uponmypersonailmowledgeandexperiehce.”‘ ' ys

SWORN TO AND SUBSCRIBED before me, Notary Public, on ﬂnﬂ;ay of
November, 2004, to certify which witness my hand and seal of office.

NOTARY PUBLIC in and for the
State of Texas

My Commission expires
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'RECEIVED

SOAH DOCKET NO. 473-04-2459 DL NGV 30 AMH:LD
PUC DOCKET NO. 29206

o yih_

, - Fu.ms G T
APPLICATION OF TEXAS-NEW § BEFORE THE STATE omé%:agn
MEXICO POWER COMPANY, FIRST § \ L
CHOICE POWER, INC. , AND TEXAS §

GENERATING COMPANY, L.P. TO $
FINALIZE STRANDED COSTS §
UNDER PURA §39.262 § ADMINISTRATIVE HEARINGS

COMMISSION STAFF’S ERRATA TO THE TESTIMONY OF DARRYL TIETJEN

TO THE HONORABLE ADMINISTRATIVE LAW JUDGE:

NOW COMES Staff of the Public Utility Commission of Texas (“Commission Staff” or
“Staff”), represenhng the public interest, in the above titled and numbered cause, to submit these
Errata to the Testimony of Darryl Tietjen:

On November 29, 2004, Texas-New Mexico Power Company, First Choice Power, Inc.,
and Texas Generating Company, L.P. (collectively, the “Applicants”) filed errata to the
testimony of Mr. Stacy Whitehurst which included changes to documents labeled exhibits
“SRW-2” and “SRW-3.” Mr. Tietjen relied on SRW-2 and 3 in preparing his own testimony;
therefore, the errors in those documents were reflected in Mr. Tietjen’s testimony and attached
spreadsheets. These errata correct those errors.

In reviewing his testimony, Mr. Tietjen also identified one typographical error on page
11, line 15: “10.80%” should be “10.93%.” Mr. Tictjen’s errata also correct that error. _

These errata reflect the correct numbers both in testimony arid in the spreadshects. Please
use the attached pages to substitute into the previously filed testimony. '

- 5@4/\O\




EXHIBIT A
~ Page 20 of 28

Respectfully subthitted,
,Thomas S. Hunter
Division Director - Legal and anoroement Division

Keith Rogas
Director — Legal and Enforcement Dmsmn,
Electric Section '

William L. Huie
- Attorney, State Bar No. 24007411
Public Utility Commission of Texas
1701 North Congress Avenue
P.O. Box 13326
Austin, Texas, 78711-3326 -
Tel. 512 936 7379 -
Facs. 512 936 7268

CERTIFICATE OF SERVICE
I certify that a copy of this document was served on all parties of record by first class
U.S. mail, postage pre-paid on this date, November 30, 2004, in accordance with P.U.C.
Procedural Rule 22.74. ' ~

WU N

William L. Huie
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EXHIBIT A
Page 21 of 28

PUC Docket 29206—Interest on Stranded Costs Amended Page 4 of 15

Q. Based on the true-up balances authorized by the Coinmission for TNMP, what
would be the amount of interest ss csiculated with your recommended
methodology using the two different interest-rate assumpﬂons?

A Inits order in this case dated July 22, 2004, the Commission provided two stranded-
cost balances—the “Balance A” amount of $128,820,365 (reflected on page 1 of
Supplemental Exhibits DT-1 and DT-2); and the “Balance B” amount of
$139,834,457 (reflected on page 2 of Supplemental Exhibits DT-1 and DT-2). For
each of these balances, the amount of interest under the two interest-rate assumptions

is shown in the table below:
_ Interest @ Interest @
: 10.93% - 1%
Balance A stranded costs: $128,820,365 $3%:720,379$39,166,214  $325:260,046 526,191,449
Balance B stranded costs: $139,834,457 $40,955457$42,514.910  $27419.770 $28 430,808

Q.  What amount of interest did the Applicants request in their interest testimony in
this docket? | | .

A Based on TNMP witness Mr. Whitehurst’s use of an interest rate of 11.59%, Exhibits
SRW-2 and SRW-3 from his testimony respectively show interest for “Balance A” as
$40,184,508 and for “Balance B” as $43,620,268. | '

IL___BACKGROUND OF STRANDED-COST INTEREST ISSUE
Q. leepmvldeabriefhistoryothwinterestonmdedwsubmmeasemte

issue in the Applicants’ true-up proceeding.

A In December 2001, the Commission adopted Substantive Rule 23.263 (True-up -

Proceeding). This rule included in its subsection (/), paragraph (3) the provision that
“carrying costs [on the true-up balance] . . . shall be calculated for the period of time

# Amounts for “Balance A” and “Balance B” are in Findings of Fact 194 and 194A in the July 22, 2004,

Order in this docket, and they are also shown in the Order’s Attachments A and B. All these docoments
are included in my Supplemental Exhibit DT-5. .

November 22, 2004 Supplemental Direct Testimony of Darryl Tietjen
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PUC Docket 29206—Interest on Stranded Costs

EXHIBIT A
Page 22 of 28

Amended Page 11 of 15

mterestonMuphalmm&leNWwﬂec&mappmpnatelevelofnskrdﬁed
tothereeoveryofsu'andedoosts.

RE ED (¥) FOR CALCULATION O
INTEREST ON TRUE-UP AMOUNTS
Please describe your recommended methodology for determiningtheappropﬁm
amonntoﬁnterestonApplieants’authorizedtme-upbalanees.
Asprewouslysmted,mymwmmmdedmahodologymgmmﬂymsisteatwiththat

used by TNMP in its interest testimony. Basically, the amount of interest is calculated -

on the Commission-authorized stranded-cost balances using a straightforward monthly
compounding basis. Accordingly, I have adopted the Excel spreadsheets that Mr.
Whitehurst used in his testimony. Supplemental Exhibit DT-1, page 1, line 42 shows
interest of $3%,720,379 $39,166,214 on the “Balancs A” amount using en inferest ate
of 40:86% 10.93%, while page 2 of that exhibit shows interest of $40.945457
$42,514,9100nthe“BalanceB” amount at that same rate.

‘In oontrast_, Supplemental Exhibit DT-2, page 1, line 42 shows interest of
$25,260,046 $26,191,449 on the “Balance A” amoimt using my recommended risk-
adjusted intercst rate of 7.50%, while page 2 of that exhibit shows interest of
$27,419;779 $28,430,308 on the “Balance B” amount at that same rate.

Do you recommend any sdjastments to the balance of stranded costs (as refiected
m“BalaneeA”and“BahnceB”)onwhichinwrest_iscalcnlaud?

* Yes. Before the Commission performs its final calculation of imterest on TNMP's

sﬁandedwsts,lmoommendthatthes&mded-costbalmeebeadjustedforemymg
chargesrelatedtoﬂ:e$l9,340031 amountofaddmonaldeprecmﬁonthatthe

November 22, 2004 | Supplemental Direct Testimony of Darryl Tietien
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EXHIBIT A
~ Page23 of 28

PUC Docket No. 29206

Amended Supplemental Exhibit DT-1

Calbulaﬁon of Interest on Stranded Costs
Using 10.93% Estimated Pretax WACC

November 22, 2004 Supplemental Direct Testimony of Daryl Tietjen
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EXHIBIT A
" Page 24 of 28

Docket No. 29206~Interest on Stranded Cost - AMENDED Supplemental Bxhibit DT-1
Public Utility Commission ‘ Page 10f2

TEXAS-NEW MEXICO POWER COMPANY
CALCULATION OF INTEREST ON STRANDED COST PER JULY 22 ORDER
FOR THE PERIOD JANUARY 1,2002 TO JULY 22,2004

Assymptions
Stranded-cost amount: "Balance A"
Interest rate: 10.93% estimated pre-tax WACC
EFFECTIVE BVTEREST ON CUMULATIVE
STRANDED | CUMULATIVE INTEREST PREV. MONTHS | CUMULATIVE | NET STRANDED
COSTPER - NET COST OF FACTOR | CUM.STRANDED| INTEREST CcOST&
LINE FINALORDER ] STRANDED { CAPITAL | FORANNUAL OOST AND ACCRUAL INTEREST
NO. | MON| YR (SeaNote 1) cosT RATE | COMPOUNDING | DNTERESTBAL | BALANCES RECOVERY
& I O {9 )] L . ), L]
X @] ® 9 (] © (€] () & 1
1 $  342441,064 [Net Book Value of Generating Assets
2 e 213,620,699 | less Mot Market Valoo of Generating Assets
3 $ 128,820,365 {Not, verifiable nonmitigablo stranded costs
4
s | Beg Baisace s 12822035
6 JAN | 2002 |3 128820365 |S 128820365 Ls3ss 1L1s3@|s 129938728
7 s | 2002 128,820,365 L1801 2464341 131066799
8 MAR | 2002 128,820,365 1,137,365 3,384,300 132,204,665
9 APR | 2002 128,320,365 1,147,744 4532043 133352408
10 | may | 200 128,520,365 115778 |. 5,689,751 134,510,416
1n JUN | 2002 128,820,365 -LI16LT 6857510 135677878
n | | 2002 128,820,365 1177897 8,033,406 13633510
13 AUG | 2002 128,820,368 1,188,123 9,223,529 138,043,994
] sep | 2002 128,520,365 1,198437 10,421,966 139242331
15 | ocr | 2002 128,820,365 1208842 11,630,808 140451113
16 | NOov | 2002 128,520,365 1219336 12,850,144 141,670,509
17 | oec | 2002 128,820,365 L2090 14,080,066 142,900,431
18 JAN | 2003 $ 128820365 1,240,600 1 § 15,320,666 | $ 144,141,001
19 FEB | 2003 128,820,365 125130 16,572,036 |- 145,392,401
20 | MAR | 2003 128,820,365 1262234 17,834260 146,654,634
21 APR | 2003 122,820,365 123,192 15,107,461 147927826 ] -
F MAY | 2003 128,820,365 1,284,245 20,391,707 “amnen
2 JN | 2008 128,820,365 1,295,398 21,687,101 150,507,466
% JUL | 2003 128,820,365 1,306,641 22,993,782 151,814,107
25 1 AUG | 2003 128,820,365 131798 20311,126 153,120
26 SEP | 2003 128,820,368 1,329 26 25,641,153 134,461,518
27 | ocr | 2003 128,820,368 1340968 26982121 | 155,802,486
28 ] NOV | 2008 128,820,368 1,352,610 28334731 157,155,096
29 | pec | 2003 128,820,365 1,364352 29,699,083 158519448
30 | JAN | 2004 $ 128820365 1376197} 31,005280 1 § 159,895,645
31 FEB | 2004 128,820,365 1,383,145 32463425 161,283,790
32 | MAR | 2004 128,220,365 1,400,196 33,883,621 162,683,986
33 | APR | 2004 128,820,365 LA12352 BI59 164,096,338
34 MAY | 2004 128,820,365 1093%] 1424613 36,700,386 165,520,951
38 JUN | 2004 128,320,365 10.93%| 1,436,981 3RI37567 16595792
36 JUL | 2004 | Through 72204 128,820,365 10.93%] 1,028,647 39.166214 167,986,519
37 )
k-
»
40
41
| 42 | TOTALPERIOD [$ 128820365 ]$ - $ 3016621418 301662418 1679

Note 1: The finsl stranded-cost balance should refiect carrying charges on the the additional $19.341 millico of sdditional depreciation
ordored for TNMP. Soe Section V of my tostimony.
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TEXAS-NEW MEXICO POWER COMPANY
CALCULATION OF INTEREST ON STRANDED COST PER JULY 22 ORDER
FORTHE PERIOD JANUARY 1, 2002 TO JULY 22, 2004

A i
Stranded-cost amount: "Balance B®
Interest rate: 10.93% estimated pre-tax WACC
| EFFECTIVE | INTERESTON CUMULATIVE
STRANDED | CUMULATIVE INTEREST | PREV.MONTHS | CUMULATIVE | NET STRANDED -
COSTPER NET COSTOF FACTOR | CUM.STRANDED| INTEREST COST&
LINE FINALORDER | STRANDED | caprraL ] roRANNUAL COST AND ACCRUAL INTEREST .
No, f MON| YR SeeNote 1) COST RATE | COMPOUNDING { INYERESTBAL. | BALANCES RECOVERY
) 1/ ] 8 ()] S S
ol ol o @ | @ o @ o | @
1 $ 259,362,064 [Net Book Valee of Genorating Assets '
2 110,527,607 | loss Net Market Vaboo of Goserating Asects
3 $ 139834487
4
s |BepBelmce |S 130834457
3 IAN | 2002 |$ 139834487 a3eazis  12139mls 410843
7 FEB | 2002 1224521 2,438,504 142.27296)
8 | MAR| 2002 1235152 3,673,656 143,508,113
? APR | 2002 1248878 - 4919531 144,753,988
10 | MaY | 2002 1,256,691 6176223 146,010,680
1t | N | 2002 1,267,601 2,443,824 141,278,281
n o | 2002 1,278,606 810430 148,556,387
1B | AvG | 2002 1,269,707 10,012,137 19,846,504
14 | ser | 2002 1,300,903 11,313,040 15L147497
15 | ocr] 2002 1312197 12625237 1524596
16 | nov | 2002 1,323,589 13,948,826 153,783,283
17 | pec | 2002 1335080 ) 15283906 155,118,363
18 ] AN | 2008 1346670]3  16630577]$ 156465034
¥ { FEB | 2003 1,358,362 17,588,938 157,823,395
20 | MAR | 2003 13,154 19.359,093 159,193,550
21 | Ar| 200 1,382,040 20,741.042 160,573,999
2 | MAY | 2003 1,394,048 22,135,190 161,969,647
23 | AN} 2003 1,406,150 23,541,340 163,375,197
% | o] 2008 1ABIB] - 24959,608 14,794,153
2s | ava | 2008 1,430,671 26390370 166224827
26 SEP | 2003 1,443,092 27833462 167667919
27 | ocr] 2008 1,458,620 29,289,082 169,123.5%
23 | Nov| 2003 1,468,257 30,757,339 170,591,796
2 DBEC | 2003 1,481,004 32,238,343 172,072,800
30 ]| AN} 200¢ 149386218 33732208 |S 173366662
st | =B} 2004 1,506,831 35,239,035 175073492
32 | MAR| 2004 1519912 36,758,548 176,593,405
33 | A | 2008 1,533,107 38,202,085 178,126,512
34 | MAY ] 2004 1,546,017 2,38,472 19672929
3s | un | 204 1,559,843 41,398,318 181,232,772
36 | FoL | 200¢ | Timough72200¢ 1,116,495 42,514,910 182,349,367
37 )
38
»
4w
4
42 | TOTALPERIOD |$ 139834457 | § . s osuoels asuonls = 1nue3e

Note 1: The final stzended-cost balance should reflect carrying charpes on the the additional $19.341 million of additioas! depreciation
ondered for TNMP. See Section V of my testimony.
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Docket No. 29206~--Interest on Stranded Cost
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CALCULATION OF INTEREST ON STRANDED COST PER JULY 22 ORDER

EXHIBIT A
Page 27 of 28

Ammmmm Exhibit DT-2

TEXAS-NEW MEXICO POWER COMPANY

FOR THE PERIOD JANUARY 1, 2002 TO JULY 22,2004

Assumptions
Stranded-cost amount: "Balance A"

Page 1 of 2

Interest rate: 7.50% veconenended risk-adjusted rate
CUMULATIVE
STRANDED | cuMurLATIVE NET STRANDED
COST PER NET COSTOF COST&
LNE FINALORDER | smranbep | carmaL INTEREST
no. | Mon| YR (See Noke 1) cosT RATS RECOVERY
® ® o) o
@1 o 3 o @ 9 ®.
1 $  342441,064 [Not Book Valw of Genessting Assets
2 — 213,620,699 | loas Net Market Vaku of Geaerating
3 $ 128,320,365 [Net, verifisble noamitigable sttanded
4
s |Pepbumoe |8 _ 128820365
6 | an | 2002 |s 12s03e|s 12mm036s] S 1295900M
7 | B | 20m 128,220,365 130382490
s | MAR| 20m2 128,820,365 BN
9 | am| 2m 128,820,365 131,063,587
10 | Mav ] 200 128,820,363 132,761,266
u | mw | 200 128,820,365 133,563,797
12 | | 200 128,820,365 134.371,180
13 | ava | 2002 120,820,368 135,183,442
1¢ | ser | 20m 128,220,365 136,000,615
1s | ocr § 2002 120520365, neIR78
16 | nov| 2002 128,820365 137,649,810
17 | pec | 20m2 128,220,365 138,481,892
18 | 1AW | 2003 S 128820365 $ 139319004
19 | FEm | 2003 126,220,363 140,164,176
20 | marj 208 128,820,365 141,008,439
2 | am{ 2w 128,820,365 141,860,524
2 | Mav | 20 128,820,365 12718361
2 | o] 200 128,820,365 143,581,082
21 | | 2008 128220365 144,449,018
25 | ave | 2008 128,820,365 145,322,201
26 | sep | 200 128,820,365 146,200,662
27 | ocr | 20m 128,220,365 147,084,433
28 | nov] 200 128,520,365 147,973,546
2 | psc| 2m 128,820,365 148,868,034
30 | AN | 2004 $ 128820368 $  U9767950
31 | sem | 2004 128820365
2 | MAR | 2004 128,820,365 151,584,072
33 | am| 20e 128,820,365 152,500,336
34 |may| 2om 128,820,365 15342258
35 | AN | 2004 128,820,365 154,349,663
36 | JuL | 2006 | 'Terongnmzame 126,820,365 - 185,011,814
o .
38
39
©
41
2 | Toravpmmop [s $ - $ e $  1s5018M

Noto 1: MMWMMMWM&NNGHMWSHQI mdﬂiﬁoﬂw

ordered for TNMP. Set Sectios V of my sestimony.
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* TEXAS-NEW MEXICO POWER COMPANY
CALCULATION OF INTEREST ON STRANDED COST PER JULY 22 ORDER
FORTHE PERIOD JANUARY 1,2002 TO JULY 22,2004

Assumptions
Stranded-cost amount:  “Balanee B
Interest rate: 7.50%nenmmendadrhk-adjmduu
' EFFECTIVE | DVERESTON CUMULATIVE
COSTPER et - | cosror PACTOR | CUM.SYRANDED] INTEREST cosTa
UNE FINALORDER | STRANDED | CAPITAL | FORANNUAL | ©OSTAND ACCRUAL INTEREST
No. | moN GoeXoke 1) cost RATE | COMPOUNDING | INTERESTBAL | BALANCES RECOVERY
— — ) . ] -
KON - — i o 1 2 ® @Q
1 s Book Valus of Generatiog Aseels
2 319,527,607 | less Net Masiout Valoe of Geaerating Asscts
3 $ 135834457 » verifisble nosmitigable sttanded costs
4 ) .
s |Depbelme |S_ mosmessy
6 | IAN ] 2000 |5 1398344578 np9maasy usoss]s sus2msls  106m9Ms
7 ¥e8 | 2002 139,834,457 50,398 1,695,686 141,530,143
s | MAR | 2002 139,834,457 55,538 2,591,224 142,385,681
9 A | 2002 139,834,457 860,710 3411934 143,246,391
10 | MAY | 2002 139,934,457 865,913 427147 144,112,304
1n | N | 2002 139,834,487 SLIAT 5,148,994 144983451
2 | ru | 200 139,534,457 | . S7AL 6,025,407
13 | ave | 2002 139,834,457 ssL7n 6,907,118 146,741,575
14 | sep | 2002 139,834,457 87,041 2,794,159 147,625,616
15 | ocr ] 2002 139,234,457 240 8,686,562 148.521,019
16 | ¥ov | 200 139,834,457 297,798 9,584,360 149418817
17 | pec'| 20m 139,834,457 903,225 10,487,584 150,322.061
18 | AN | 2003 $ 139,834,457 o0sessfs  m3vs2e0ls  1:1,230726
1v | FEB | 2003 135,834,457 o177 12,310,446 152,144903
20 | mar | 200 139,834,457 919,704 13,230,150
2 | oaer | 200 925263 14155413 152,989,870
2 ] MAY | 2003 139,834,457 930,856 15,086,269 154,920,726
2 | N | 20, 936483 16022753 155,857,210
2 | ] 20w 139,834457 942,144 16.964,897 156,799,354
2s | aAve| 20 47,5 17512,736 157,47,193
26 | sep | 200 139,834,457 953,569 18,866,305 158,700,762
27 | ocr | 20m 139,834,457 939,333 19.825,639 159,660,096
22 | nov] 20 139,334,457 965,132 20,79,7M 160,625,228
20 | opec| 200 139,334457 970,966 21,761,737 161,596,194
30 | JAN | 2004 S 1390,834457 T6mE1S  2,1sMS 16251030
st | mm | 200 139,234,487 982,741 2,721,314 163,358,711
32 | mar | 2004 139,834,457 988,681 24,709,995 164,544,452
33 [ AR | 2004 139,834,457 994,658 25,704,653 165,539,110
34 | Mav | 2004 139,834.457 1,000,671 26,705,324 166,539,781
35 . | JuN | 2004 139,834,457 1,006,719 2,712,043 167,546,500
36 | JUL | 2008 | Theough 712204 139834457 718,765 28,430,808 168,265,265
%
38
39
©
41
| 42} TOTALFPERIOD |3 139,834457]$ 3 . $ __2BA0NIIS 2840M8]S  168.265.265

Note I; The finsl stranded-cost balance should reflect carrying changes on the the additional $19.341 miltion of sdditional depeecistion
ondored fior TNMP. Ses Section V of my testimony.
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