
C. Issue 3 . b M  of the Preliminarv Order improperlv suggests a weiqhing 
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: 
... 
111. 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 erroneouslv 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. The These were expenses which TNMP paid and should be able to recover. 

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 339.252) and arbitrary and capricious. 
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Error No. 29: The Commission has unreasonably interpreted PURA $0 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 considerations 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 4 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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d-alone entity. There was direct and uncontroverted evidence that a 

emporaneous calculations, and they could not be found.62 Thus, the 

43 and 143A) are not supported by substantial evidence and are 

addition, a TNMP witness performed the same calculations at the 

e past. Therefore, there is not substantial evidence to support the 

n of Law 20B is contrary to law (Tex. Gov’t Code $3 2001.062 

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

ven the opportunity to file Exceptions to the conclusion. Finally, 

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. 

onclusion of Law 22 are erroneous because they are not 

d are arbitrary and capricious. No one offered any evidence 

h services as would be reasonably provided by advisors in 

ilarly, no one offered any evidence that an advisor would 

t different from that charged by Laurel Hill. To the contrary, TNMP 

ng the nature of Laurel Hill’s services, the value of those 

at Laurel Hill’s fees for those services were ordinary and reasonable and 

ial advisors have received for similar services. It 

P of a fee paid to an advisor while at the same time 

Similarly, it is arbitrary and capricious to reduce 

of its advisor while at the same time depriving it of 

lly, it is also arbitrary and capricious because the 

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

ave to be reduced by expenses associated with the 

Commission adjust 

e 20 - 634, line 3 (April 16,2004). 

-46- 
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Error No. 32: 

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, 2001.63 

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 (1 8).” 

111. CONCLUSION 

The Commission’s June 3,2005 Order contains clerical errors. 

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

granted in all respects. 

Respectfully submitted, 

GARY W. BOYLE 
State Bar No. 24039823 

State Bar No. 24029919 
Texas-New Mexico Power 
4100 International Plaza 
Fort Worth, Texas 76109 

(817) 737-1333 Facsimile 

HELEN YOON 

(817) 737-1386 

Company 

LOUIS S. ZIMMERMAN 
State Bar No. 22269500 
JAMES GUY 
State Bar No. 24027061 
Fulbright & Jaworski L.L.P. 
600 Congress Avenue, Suite 2400 
Austin, Texas 78701 

(512) 536-4598 Facsimile 
(512) 536-4552 

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. Lenarcl, T” Ex. 4 at RLL-2; see also Direct Testimony of 63 

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. 
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EXHIBITA 
. Page 2 of 28 

SOAH DOCKJ3T NO. 473-04-2459 
PUC D W n T  NO. 29206 

APPLICATION OF TEXAS-NEW * §  BEFORE THE STATE OFF’ICE 
MEXICOPOWERCOMPANY,FIRST 8 
CHOICE POWER, INC, AND TEXAS 9 OF 
GENERATING COMPANY, L.P. TO 5 - 
FINALIZE STRANDED COSTS UNDER Q ADMINLsTRATzvE mmNGs 
PURA # 39.262 9 

ERRATA AND AMENDED DIRECTTESTIMONY 
OF STACY R WHITEJiURST 

Texas-New Mexico Power Company (‘TNMP”), First Choice Power Special Purpose, L.P. 
(”FCP“), and Texas Generating Company, L.P. (‘‘TW”) (collectively, the “Applicants”) file this 
Errata and Amended Direct T h o n y o f  StacyR Whitehurst. 

After the Applicants filed the Direct Testimony of Stacy R Whitehurst, they discuvered a 

formulaic error in the spreadsheets used by Mr. Whitehurst to calculate the inmst on stranded costs. 

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

(Balances “A” and ‘73” 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 Janua~y 1,2002 

balance for the month of Jauuary. This is iIlustrated by looking at line 6 of Exhibit SRW-2 and 

Exhibit SRW-3. SRW-2, Column (c), line 6 shows 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 accumuIatecL (Note also the “blank” entry under Cohmm 0, which should have been the 

interest caldated for the month of January.) This same balance is carried forward and used to 
calculate the mterest m the month of February. The fsilure to calculate and accumulate interest m 

the initial month caused each subsequent month, which relied on the previous month’s 

determination, to be m error as well. This same formulaic error occurs in Exhibit SRW-3. 
Corrected versions of Exhibits SRW-2 and SRW-3, along with associated supporthg 

testimony, are attached hereto. Additionally, for the sake of convenience, a complete Amended 

Direct Testimony of Stacy R. Whiteburst is attached hereto as well. No other changes have been 
made to the testimony or exhibits. 
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SOAH DOCKET NO. 473-2459 
PUC DOCI(ET NO. 29206 

Q. 

A. 

Q. 

A. 

Errata to Direct Testimonv of Stacv R. Whitehurst 

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

WHAT IS AMOUNT OF INTEREST CUCULATED FOR THE PERIOD 
JANUARY 1, [ZOO21 THROUGH .JULY 22,2004 USING BALANCE “A”? 
The amount of interest calculated using Balance “A,“ is $4Q#WKX %41.736.027 as shown 

011 line 42 column (g) of Exhibit SRW-2. 

Page 5, lines 24 - 27 has been changed as shown to’read as follows: 

WHAT IS THE AMOUNT OF INTEREST CALCULATED FOR THE PERIOD 
JANUARY 1,2002 THROUGH JULY 22,2604 USING BALANCE “E”? 

The amount of inlarest calculated using Balance “€5,” is &K?$XW% as shown 

on line 42 column (g) of %%it SRW-3. 

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. 

HELENYOON 
State Bar No. 2402991 9 

GARY W. BOYLE 
State Bar No. 24039823 

4100 hternatioml Plaza 
Fort Worth, Texas 76 109 

(817) 737-1333 Facsimile 

w @ 3 m e . C o m  

*YlePe.com 

(817) 737-1386 

Respectfully submitted, - 
Lours SiZIMmRMAN - 
State Bar No. 22269500 
lzimmeman@Jfulbright.com 
JAMESGUY 
State Bar No. 24027061 
j&fblbrigbt.com 
Fulbnght & 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 

mailto:w@3me.Com
http://YlePe.com
mailto:lzimmeman@Jfulbright.com
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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 al l  parties ofrecord on November 

29,2004, by hand delivery, facsimile transmission, electronic transmission, and/or first class mail. 
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29 
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28 
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90 

31 
32 
33 
34 
35 
38 
a7 
98 
39 
40 
41 
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43 - 

- 
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- 

EXHIBIT 5rw-2 

PAGE 1 OF 1 
(AMENDED) 

TEXASNEW MEXICO POWER compANy 
TUlALTEXAS 

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 

01 

a2 
a2 
a2 
a2 
02 
02 
02 
m 
02 
m 
02 
02 

m 
a3 
03 
03 
03 
03 
03 
03 
a3 
w 
09 
03 

01 
04 
01 
04 
04 
04 
01 

i 

I 

S 41;138p27 
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Lp(E 
No. - - 
? 
2 
3 
4 

S 

6 

- 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 

19 
20 
2) 
22 
23 
24 
25 
26 
27 
28 
2s 
30 

31 
32 
33 
34 
3s 
38 
31 
38 
99 
40 
41  
4 2  - 
43 - 

EXHIBIT SRW-3 
(AMENDED) 

PAGE I OF 1 

TMAS-NOIY MuaCO POWER COMPANY 
TOTALEXAS 

CALCULAfloN OF INTEREST ON M D E D  COST PER JULY 22 ORDER 
FOR THE PERIOD JANUARY I, 2002 TO JULY 22,2004 

BALANCE "B" 

SPONS.OR : LR WHKEHURST 

or 

a? 
M 
02 
02 
a? 
02 
02 
a? 
02 
02 
02 
02 

0!3 
03 
03 
03 
03 
03 
03 
03 
03 
MI 
03 
03 

04 
04 
04 
04 
04 
04 
04 

I 
139.834.157 5 lSW34.457 1 0.009180921 t 

0.00916032 t 
OaoIH6032 

O.OlW8032 
O.OWi8032 
0.00816032 
0.00816032 
o.ooo18092 
omsl#%! 
0.00818032 
0.00818052 
O.CWl8032 

e.mS18051 t 
0 . 0 0 9 1 ~  
0-m 
OAoIH8052 
0 . ~ W y I 2  
0.00818092 
O.olml8032 
0.00818032 
OaoIH8032 
0.00918051 
OM)(118039 
O.oMn8032 

4.00818092 S 
O.OOSl8032 
0.00818032 
O.OW18w3 
0.00618032 
Roo818092 
O.OOW8092 

aommz 

1283.725 
1.2%510 

6 
I b' 
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ATTACHMENT 2 

SOAH DOCKET NO. 473-04-2459 

PUC DOCKET NO. 29206 

BEFORE THE STATE OFFICE OF ADMINISTRATIVE HEARINGS 

APPLICATION OF 
TEXAS-NEW MEXICO POWER COMPANY, 

FIRST CHOICE POWER SPECIAL PURPOSE, LP 

AND TEXAS GENERATING COMPANY, L.P. 

TO FINALIZE STRANDED COSTS UNDER PURA 9 39.262 

AMENDED DIRECT TESTIMONY AND EXHIBITS 

OF 

STACY R. WHITEHURST 
i 

ON BEHALF OF 
TEXAS33EW MEXICO POWER COMPANY, 

FIRST CHOICE POWER SPECIAL PURPOSE, LP, 

AND TEXAS GENERATING COMPANY, L.P. 

NOVEMBER 29,2004 
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ARACHMENT 2 

Stacy R Wkhurst 

1 I. 

2 Q. 

3 A. 
4 

5 
6 

7 
8 Q .  
9 A. 

I O  

11 

12 Q. 
13 A. 

14 

15 II. 
16 Q. 

17 A. 

18 

I 9  

20 
21 
22 111. 

23 Q. 
24 

25 

26 A. 
27 Q. 

28 

29 

30 A. 

INTRODUCTION AND QUALIFICATIONS 

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 

1 am Stacy R. Whitehurst. I serve as a Senior Regulatory 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 business address is 4100 International Plaza, Fort Worth, 

Texas 761 09- 

ON WHOSE BEHALF ARE YOU TESTIFYING? 

I am testifying on behalf of TNMP, First Choice Power Special Purpose, LP. 

("FCP"), and Texas Generating Company, L.P. (SGC"), collectiily referred to 
as mApplicants.' 

PLEASE DESCMBE YOUR EDUCATIONAL AND EMPLOYMENT HISTORY. 

Exhibit SRW-I describes 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 enWed 

to on the stranded cost balance and on the alternative stranded cosf 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. 

I 
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1 Iv. 

2 Q. 
3 

4 

5 A .  
6 
7 

8 Q. 
9 

10 A. 
11 

12 

13 Q. 

14 

15 A. 

16 

17 
i a  
I 9  

20 

21 

22 
23 

24 v. 
25 

26 Q. 
27 

28 
29 A. 

30 

31 

32 

33 

BACKGROUND 

WHAT ISSUES ARE TO BE CONSIDERED IN THE COMMISSION'S REMAND 

OF DOCKET NO. 29206 TO THE STATE OFFICE OF mMiNsmnvE 
HEARINGS ("SOAH")? 

The Commission has remanded this proceeding to SOAH to quantify the amount 

of interest due to the Applicants on the stranded cost balances 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 alternative stranded cost balances identified in the 
Commission's July 22,2004 Order. 

WHAT OTHER GUIDANCE HAVE YOU RELIED UPON IN ARRNING AT A 

GENERAL METHODOLOGY FOR THE CALCULATION OF INTEREST? 

The Texas Supreme Court issued its revised opinion in Cenferfoint Energy, Inc. 

v. Pubkc Utilfty Commission of Texas, 143 S.W.3d 81 (Tex 2004), on September 

3, 2004. In that opinion, the Court requires that interest on stranded cosfs 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 balances. 

COMPONENTS USED FOR THE DETERMINATION OF INTEREST ON 

STRAN DED 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." 

2 

, 



1 

Net Book Value of Generating Assets 

Net Market Value of Generating Assets 

Stranded Cost Balance 

2 

3 

4 Q. 
5 

6 A. 
7 

8 

9 Q. 
10 

11 A. 

12 
13 
14 

15 Q. 

16 

17 A. 
18 

19 

.20 
21 

22 Q. 

23 
24 A. 
25 

$342,441,064 $259,362,064 

21 3,620,699 11 9,527,607 

$428,820,385 $439,834,457 

I 

Stacy R. Whitehurst 
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DESCRIPTION I 

WHAT RATE ARE THE APPLICANTS PROPOSING TO US€ 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 TNMPs Unbundled Cost of Service 
(IlUCOS") 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 dear 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(1)(3); and (iii) 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. Thii rate is an after-tax rate that represents the 
necessary cost of capital to allow TNMP a fair and reasonable rate of return. 
Exhibit SRW4 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 t1.59 percent to calculate the interest on stranded 

costs. 

3 
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1 Q. 
2 A. 
3 
4 

5 Q. 
6 

7 A .  
- 8  

9 

10 Q. 

11 

12 

13 A. 
14 
15 

16 

17 Q. 

18 

19 A. 
20 
21 

22 

23 Q. 

24 A 
25 

26 

27 
28 
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Stacy R. Whitehurst 

WHAT DOES THE 1 I .59 PERCENT RATE REPRESENT? 

The 11.59 percent rate represents the p t a x  rate based on the weighted 

average cost of capital that was determined in TNMPs UCOS Docket No. 22349 

(Le., 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 arrive at the 11.59% 

rate. In short, a tax rate of 35% is utilized in the fobwing formula: (pax 
Ratd(1-Tax Rate)j Equity Return) + Equity Return = Pre-Tax Rat8. 
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 to earn a rate of return of 

9.17%. In order to achieve this rate of return, the cost of equity portion of the 

rate of return must be adjusted to reflect the requirement that 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 €netgy, Inc. v. 

Public utility Commission of Texas, I have calculated a total balance which 
includes stranded costs and interest beginning on January 1,2002, and ending 
on July 2 5  2004. 
DOES INTEREST CONTINUE TO ACCRUE AFTER JULY 22,2004? 

Yes. For purposes of this proceeding, I have calculated interest beginning on 
January 1, 2002, and ending on July 22. 2004. the date the Comrnissh 

established the stranded cost balanms, to obtain a total stranded cost balance 
(including interest). The Commission’s rules provide that Applicants are entitled 
to interest on the stranded costs until they are fully recovered. 

! 

4 
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1 VI. CALCULATION OF THE INTEREST AMOUNT 

2 Q. HAVE YOU CALCULATED THE INTEREST ON THE STRANDED COST 

3 BALANCE REFERRED TO AS BALANCE “A” IN TABLE 1 ON PAGE 3 OF 
4 YOUR TESTIMONY? 

5 A. Yes. Exhibit SRW-2 demonstrates the calculation. 

6 Q. PLEASE DESCRIBE THE CALCULATION. 

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

8 .  

9 

10 

11 Q. 
12 

13 A. 
14 

15 Q. 

16 

17 

18 A. 

I 9  Q. 

20 A. 
21 
22 

23 

24 Q. 
25 
26 A. 
27 

28 

29 MI. 
30 Q. 

31 A. 

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 (9) of Exhibit SRW-2. 

HAVE YOU CALCULATED THE INTEREST ON THE STRANDED COST 

BALANCE REFERRED TO AS BALANCE “5” IN TABLE I ON PAGE 3 OF 

YOUR TESTIMONY? 

Yes. Exhibit SRW-3 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 $13,834,457. This amount was utilized in Exhibit SRW-3 

when calculating the interest amount. Interest was calcufated on this balance at 
I1.59%, 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 $4!5,304,441 as shown 

on line 43, column (9) of Exhibit SRW-3. 

CONCLUSION 

DOES THIS CONCLUDE YOUR TESnMONY? 

Yes, it does. 

5 



STACY R WHITEHURST 

EDUCATION BACKGROUND AND BUSINESS EXPERIENCE 

Page 14 of 28 
ATTACHMENT 2 

Exhibit SRW-1 
Page I of 1 

Stacy R Whitehurst is a Senior Analyst in tbe Regulatory Affairs at Texas-New Mexico Power 
Company. Mr. Whitehurst graduated from Texas A&M University in 1994 with a Bachelor's 

Degree in Political Science. He began his career as a consultant at Van Duzee and Assbciates 
in 1995 and took an analystlprogrammer position with Harris Methodist Health Systems in 1997. 
Mr. Whiehurst has been employed in the eledc ut i l i  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 Regulatory AfFaik department 

i 
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43 I TOTALPERIOD 

EXAIBIT A 
Page 15 of 28 

ATi'ACHNlENT 2 

EXHIBIT SRW-2 

PAGE I OF 1 
(AMENDED) 

TMAS-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 

i 1- 

i 120.@2ox 

i 128.87.a36! 

I 

S 41.736.027 

I - I s  
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EXHIBIT A 
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ATTACHMENT 2 

YR 
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$na 
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43 IrorALpEwoo 

EXHIBIT SRW-3 
(AM ENDED) 

PAGE I OF 1 

l"EW MEXICO POWER COMPANY 
TOTAL TEXAS 

CALCULATION OF INTEREST ON STRANDED COST PER JULY 22 ORDER 
FOR THE PERIOD JANUARY I, 2002 TO JULY 22,2004 

BALANCE "B* 

SPONSOR : S.R WHITEHURST 

i ls9,894.461 

139.894.457 

139,834,457 

I 
11.59% 

11.59% 
11.59% 
1139% 
1 1 m  
1159% 
11.59% 
llSB# 
1159?4 
11- 
1139% 

11.59% 

11.- 
11.m 
11.- 
11.59%. 
llswc 
11.59% 
1139% 
11.59% 
llm 
11.59% 
11.59% 
11.59% 

11.59% 
1 1 m  
11.59% 
11.5% 
11.59% 
11.59% 
1159% 

11.39% 

' 

I s 4!j.m.441 c '4h3oQ.J41 , 185,138.8o8 
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EXHIBIT A 

Page 17 of 28 

-. . 

ATTACHMENT 2 
I 

EXHIBIT SRW-4 
PAGE 1 OF I 

TEXASNEW MWCO POWER COMPANY 
CALCULATION OF THE TAX ADJUSTED RATE OF RETURN 

SPONSOR : S.R. WHITEHURST 

In. 
!& AS FILED PER SETTLEMENT 

m r . 9 . a - m  ~ s Q & ~  
Dew 60.06% 7.78% 4.67% Debt 60.00% 7.78% 4.67% 
Egully 40.00% 11.50% 4.60% E- 40.00% 11.25% 4.50% 
Total 100.0035 9.27% Total 100.00% 9.17% 

sou= ucos Docket No. 22349 

Calculatlw 
Adjustment for Income Taxes 

Debt 60.00% 7.78% 4.67% 
Percent WtdCost 

E W  40.00% 17.31% 6.92% 
11 59% Totsf 100.0096 - 

Tax Ratel ($-Tax Rate)] Equity Return) + Equity Return 

Tax* = 35.00% 
Return On Equity 11.25% 

17 
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COUNTY OF TARRANT 9 

STATE OF TEXAS 

EXHIBITA 
Page 18 of 28 

ATTACHMENT 2 

BEFORE ME, the undersiped authority, on this day Personany appeared STACY 

aeposeS and WHITEHURST, who, uponprovinghis identity to me and by me being duly 

SWORN TO AND SUBSCRIBED be&= me, Notary Public, on 
Novembed, 2004, to certify which witness my hand a d  Sesi of office 

State of Texas 

My commission e x p k  

. .  . . -  
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i 

RECOVED 
04 mv 30 l#l It: b o  

&LG Aiii ;* " 3 ; c  ,. 
SOAH DOCKET NO. 473-04-2459 

PUC DOCKET NO. 29206 b ,  

* *. 

APPLICATION OF TEXAS-NEW Q BEFoRETHESTATEOFFlCEOF 
n. 

I MEXICO POWER COMPANY, FIRST 

GENERATING COMPANY, L.P. TO 8 
J?INALIZE S " D E D  COSTS Q 
UNDER PURA 939362 8 

* -  rcry 

CHOICE POWER, INC., AND TEXAS 8 

ADMINISTRATIVEHEARINGS 

COMMISSION STAFF'S ERRATA TO TEE TESTIMONY OF DARRYL TIETJEN 

TO THE HONORABLE ADMINISTRATIVE LAW JUDCJE: 
NOW COMES Staff of the Public Utility commission of Texas ("cammrssr '0nStafi"or 

"StdY), representing the public interest, m the above titled and numbered cause, to submit these 

Errata to the Testimony of Darryl Tietjen: 
On November 29,2004, Texas-New Mexico Power Compauy, First choice Powery he., 

and Texas Generating Company, L.P. (collectively, the "Applicants") filed errata to the 

testimony of Mr. Stacy Whitehurst which included changes to documents labeled exhiits 
"SRW-2" and "SRW-3." Mr. Tietjen relied on SRW-2 and 3 in Preparing his own tathymx I 
themfbre, the errors in those documents were reflected in Mr. Tietjen's testimony and attached 

spreadsheets. Theseerratacorrectthotxerrors. 
In reviewing his testimony, Mr. Tietjea also i d d e d  one typographical erro~ on page 

These errata reflect tbe cofiect numbers both m testimony arid m the spreadsheets, Please 
11, line 15: "10.80%" should be "10.93%." Nlr. T i e e d s  also correct that error. 

~ ~ ~ e d ~ g ~ t o ~ t i ~ ~ i n ~ ~ ~ o ~ l y ~ ~ t ~ ~ y .  

I 
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Thomas S. Hunter 
Division Director - Legal and Mrcement Division 

Keith Rogas 
Director - Legal and Enforcement Division, 

. ElectricSectim 

William L Huie 
Altorney, State Bar No. 2400741.1 
Public Utility Commission of Texas 
1701 North Congma Avenue 
P.O. Box 13326 

Tel. 512 936 7379 
Facs. 512 936 7268 

AuStia, Te~tas, 7871 1-3326 

CERTIFICATE OF SERVICE 
I certify that a copy of this document was m e d o n  all parties of record by first class 

U.S. mail, postage pre-paid on this date, Novmber 30, 2004, in aocordance with P.U.C. 

Procedural Rule 22.74. 
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3 
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7 
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9 
10 
11 
12 
13 
14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Q. 

A. 

Q. 

A. 

Q* 

A. 

Based on the trueup bdmwg authorized by the Comubion for TNMP9 wh& 

would be the amount of iuterest as cslenlrted with your recorrrrmendcd 

Bakmoe A strdcd $128,820,365 

November 22,2004 Supplemencat DirectTestimanyofDarrylTietjeQ 
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26 

PUC I)odcet292O6-Wer@on Stnmded  cost^ Amended Page 11 of 15 



PUC Docket No. 29206 

EXHIBIT A 
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I 

Amended Supplemental Exhibit DT-1 

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

Noveanbea 22,2004 Supplema Direct Testimony of Darryl Tidjen 
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EXHIBITA 
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Amended Supplemental Exhibit DT-2 

Cddation of Interest on Straaded Costs 
Using 7.50% Recommended Risk-adjusted Rate 
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SuppldExlribit DT-2 
Pageid2 
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