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REBUTTAL TESTIMONY OF DANE A. WATSON

I. POSITION AND QUALIFICATIONS

Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND CURRENT EMPLOYMENT POSITION.

A. My name is Dane A. Watson and my business address is 1601 Bryan Street, Dallas, Texas.

Q.
ARE YOU THE SAME DANE A. WATSON WHO PROVIDED DIRECT TESTIMONY EARLIER IN THIS PROCEEDING? 

A. Yes, I am.

II. PURPOSE AND SUMMARY OF REBUTTAL TESTIMONY

Q. PLEASE DESCRIBE THE PURPOSE OF YOUR REBUTTAL TESTIMONY.

A. The purpose of my rebuttal testimony is to rebut portions of the direct testimony of James E. Neeley, representing Texas New Mexico Power Company (“TNMP”).

Q. PLEASE SUMMARIZE YOUR REBUTTAL TESTIMONY.

A. In my rebuttal testimony, I will respond to statements made by TNMP witness Neeley suggesting that TXU Electric Company’s (“TXU Electric” or the “Company”) loss allocations by customer class is incorrect.  The loss allocation study presented in my testimony is extremely thorough and specific to TXU Electric.  Moreover, the results from the loss allocation study are consistent with studies conducted by TXU Electric in 1990 and 1994 that were adopted by the Commission in Docket Nos. 11735 and 15195, respectively.

Witness Neeley’s testimony concerning the selective comparability of TXU Electric’s loss allocations to those of other utilities in Texas is flawed and is not supported by any credible evidence.  Specifically, his opinions regarding the relationship between TXU Electric’s loss allocation ratios and other utilities’ loss allocation ratios are misleading as loss allocation studies are highly dependent on unique characteristics of utility systems and TXU Electric’s system, in particular, is unlike any other utility system in Texas.  It is improper to assert that the validity of a loss study can be determined by comparisons to an “industry average.”  This can be demonstrated by noting that TNMP’s approved secondary allocation is in the same range as TXU Electric’s allocation and is the nearly the same magnitude lower than TNMP Witness Neeley’s “industry average.”  Moreover, even if an “industry average” of loss allocation factors was relevant in this proceeding, which TXU Electric maintains it is not, Mr. Neeley failed to present sufficient evidence supporting his calculation of such “industry average.”

III. REBUTTAL OF TNMP WITNESS NEELEY RELATED TO LOSS ALLOCATION

Q.
IS MR. NEELEY CORRECT WHEN HE CLAIMS ON PAGE 4, LINES 19 THROUGH 21, THAT A LOSS ALLOCATION STUDY IS “FAR FROM BEING A SCIENCE?”

A.
No.  Contrary to Mr. Neeley’s suggestion, even a cursory glance at TXU Electric’s Loss Allocation Study (filed as Attachment DAW-FF-1 to my Direct Testimony) clearly shows that the study is firmly grounded and based on scientific and engineering principles that estimate the magnitude of losses that will occur in electrical equipment.  Mr. Neeley’s suggestion that using assumptions in engineering calculations invalidates the science and the validity of an engineering study is simply false.  

Q.
IN HIS TESTIMONY RELATED TO TXU ELECTRIC’S LOSS ALLOCATION STUDY, FOUND ON PAGE 4, LINE 19 THROUGH PAGE 5, LINE 2, DOES MR. NEELEY SPECIFICALLY CRITICIZE ANY ASPECT OF TXU ELECTRIC’S LOSS ALLOCATION STUDY?

A.
No.   Mr. Neeley does not specifically criticize any input, methodology or calculation comprising TXU Electric’s Loss Allocation Study.  Rather, he merely attempts to question the study through a comparison of the Company’s final allocations versus the final allocations of other investor-owned utilities in Texas.  The fact is that TXU Electric’s Loss Allocation Study is a well-prepared engineering study using industry-accepted principles to calculate the theoretical losses on TXU Electric’s system.  

Q.
IS TXU ELECTRIC’S LOSS PROFILE THE OPPOSITE FROM MOST UTILITY SYSTEMS AS MR. NEELEY STATES ON PAGE 4, LINE 28 OF HIS TESTIMONY?

A.
No.  Mr. Neeley miscalculated the percentage of losses from transmission and distribution components.  He states on page 4, lines 27 and 28 of his Direct Testimony that “transmission devices cause approximately two thirds of the losses while distribution contributes only a third.”  In fact, the Summary of Component Losses found on page 7 of TXU Electric’s Loss Allocation Study shows the truth to be that transmission contributes 45% to losses while distribution contributes 55% to losses (distribution losses are comprised of “Primary Voltage” losses and “Secondary Voltage” losses).  This table with summary by transmission and distribution component is attached as Exhibit DAW-R-1 and it unmistakably shows that the majority of losses are attributable to distribution components just as Mr. Neeley states they are supposed to be.

Q.
BEGINNING ON PAGE 4, LINE 26 THROUGH LINE 31, TNMP WITNESS NEELEY ARGUES THAT TXU ELECTRIC’S LOSS PROFILE FOR SECONDARY LOSSES IS DIFFERENT FROM SOME OTHER UTILITY SYSTEMS IN TEXAS.   IS THIS AN APPROPRIATE COMPARISON TO MAKE?

A. No.  Energy loss at various voltage levels is determined, among other things, by the loading of the system, the distance between generating sites and load centers, amount of generation, circuit miles of transmission and distribution lines, and load characteristics.  These factors are inextricably bound, making each utility’s losses unique.  TXU Electric operates a system spread over the largest service territory in Texas with generation sites widely disp0rsed from its load centers.  The transmission system operates across 13,066 circuit miles of transmission line, 30% of which is 345 kV.  Accordingly, comparing TXU Electric to a utility whose infrastructure is significantly different should and will appropriately show different loss allocation patterns.

To validate my conclusion that TXU Electric’s system is particularly different than other investor-owned utilities in Texas, I examined circuit miles of transmission lines for the other utilities.  Those results are contained in Exhibit DAW-R-2.  The information was derived from the 1999 FERC Form 1 for each utility.  As can be seen, TXU Electric has in excess of 250% more circuit miles of transmission lines than the next largest utility in terms of transmission lines, Entergy Gulf States.  In addition, TXU Electric has nearly four times as many circuit miles of 345 kV line than any other investor-owned utility in Texas.  Clearly, simply averaging data from such diverse systems yields no meaningful information.

Q. DOES MR. NEELEY SUPPORT HIS ALLEGED “INDUSTRY AVERAGE” WITH SUFFICIENT EVIDENCE?

A.
No.  Mr. Neeley fails to provide sufficient evidence to show whether the individual utility delivery voltage secondary loss allocations he includes in his testimony are correct, as well as how he derived the average of 1.018298.  According to his workpapers, the seven utilities Mr. Neeley used to calculate his average were Entergy, SWEPCO, Reliant, TNMP, Southwestern Public Service Company, West Texas Utilities Company, and Central Power & Light Company.  Mr. Neeley excludes WTU and CP&L in his testimony although data for them was presented in his work papers.  Mr. Neeley failed to provide any documentation concerning the individual utility delivery voltage secondary loss allocations of Entergy, SWEPCO, TNMP, or Southwestern Public Service Company.  The only utility in his “industry average” for which he provided supporting detail was Reliant (whose loss allocation factor was very close to TXU Electric’s allocation factor).  The information Mr. Neeley filed concerning the other utilities did not include final calculations of delivery voltage secondary loss allocations and Mr. Neeley failed to provide any calculations supporting the delivery voltage secondary loss allocations he might have made for these utilities.  Furthermore, even if one accepted the individual utility loss allocations used by Mr. Neeley in his workpapers, they average 1.018156, not 1.018298.  It is impossible, based on the testimony and workpapers provided by Mr. Neeley, to verify whether the individual utility delivery voltage secondary loss allocations he includes in his testimony are correct.

Q.
DOES THE FACT THAT TXU ELECTRIC’S LOSS ALLOCATIONS AND LOSS FACTORS ARE CONSISTENT WITH THOSE USED PREVIOUSLY BY THE COMPANY AND APPROVED BY THE COMMISSION INVALIDATE THE CONCERN MR. NEELEY EXPRESSES ON PAGE 4, LINE 25 THAT SOME OF TXU ELECTRIC’S RESULTS ARE “SURPRISING”? 

A. Yes.  There is great consistency in energy loss for 345 kV transmission lines in the last three studies conducted by TXU Electric.  The values in previous studies and the current study are: 19.20% in Docket No. 11735 and Docket No. 15195, and 19.84% in Docket No. 23640.  In addition, Table 1 shows loss ratios by customer class in the most recent three dockets.  As can be seen, these ratios are consistent over time.

 Table 1: Loss Ratios

CUSTOMER CLASS
DOCKET 11735
DOCKET 15195
DOCKET 23640

Secondary
1.078083
1.078083
1.068404

Primary
1.048194
1.048194
1.044471

High Voltage
1.030580
1.030580
1.028130

Furthermore, as can be seen from Table 2 below, TXU Electric’s loss multipliers by customer class are also consistent throughout the referenced dockets.

 


Table 2: Loss Multipliers

CUSTOMER CLASS
DOCKET 11735
DOCKET 15195
DOCKET 23640

Secondary
1.009519
1.009519
1.006585

Primary
  .981530
  .981530
  .984037

High Voltage
  .965037
  .965037
  .969097

Clearly, TXU Electric’s results have been consistent from filing to filing for the last eleven years and should not be a surprise to anyone.

Q. BASED ON TNMP WITNESS NEELEY’S LOGIC ON PAGE 4, LINE 30 THROUGH PAGE 5, LINE 2, WOULD HE BE REQUIRED TO EXPLAIN WHY THE COMPANY HE REPRESENTS (TNMP) ALSO HAS A SECONDARY LOSS ALLOCATION LOWER THAN THE INDUSTRY AVERAGE?

A.
Yes.  TNMP Witness Neeley’s workpapers state TNMP’s loss allocation to be 1.00740 (although, as mentioned above, Mr. Neeley provided no evidence supporting that loss allocation).  Comparing that number to his stated “industry average” of 1.018298 yields a 1.09% difference from the average.  TNMP’s loss allocation is very close to TXU Electric’s loss allocation of 1.006585 and there is a 1.15% difference between TXU Electric’s loss allocation and Mr. Neeley’s “industry average.”  A simple comparison of an average to individual utilities’ detailed calculations is obviously not a meaningful measure of the accuracy of a loss allocation study.

IV. CONCLUSION

Q. PLEASE SUMMARIZE YOUR RESPONSE TO TNMP WITNESS NEELEY’S STATEMENT THAT TXU ELECTRIC’S ALLOCATION OF LOSSES BY CUSTOMER CLASS TO SECONDARY CUSTOMERS IS TOO LOW.

A. TNMP witness Neeley's assertions are misleading, unfounded and unsupported by sufficient evidence.  As I have demonstrated in the Loss Allocation Study included in my Direct Testimony and in this Rebuttal Testimony, the results from TXU Electric’s study are valid, based on a thorough analysis using site-specific information, and very much in line with those adopted in Docket Nos. 11735 and 15195.  Mr. Neeley offers no evidence specifically questioning the accuracy of any inputs, methodologies, or calculations in the Company’s study and his use of an “industry average,” of whose calculation is not supported by sufficient evidence, is inappropriate.  Accordingly, Mr. Neeley’s assertions are without merit and should be rejected.

Q.
DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?

A. Yes, it does.

STATE OF TEXAS

§





§

COUNTY OF DALLAS
§


BEFORE ME, the undersigned authority, on this day personally appeared Dane A. Watson, who, having been placed under oath by me, did depose as follows:


My name is Dane A. Watson.  I am of legal age and a resident of the State of Texas.  The foregoing rebuttal testimony offered by me is true and correct, and the opinions stated therein are, to the best of my knowledge and belief, accurate, true and correct.

______________________________









Dane A. Watson


SUBSCRIBED AND SWORN TO BEFORE ME by the said Dane A. Watson this ____ day of March, 2001.

______________________________
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