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SOAH DOCKET NO. 473-04-6558
DOCKET NO. 29801

APPLICATION OF SOUTHWESTERN § BEFORE THE STATE OFFICE
PUBLIC SERVICE COMPANY FOR: (1)  §

RECONCILIATION OF ITS FUEL COSTS  § OF

FOR 2002 AND 2003; 2) AFINDING OF  §

SPECIAL CIRCUMSTANCES; AND (3) §

RELATED RELIEF § ADMINISTRATIVE HEARINGS

SOUTHWESTERN PUBLIC SERVICE COMPANY’S
RESPONSE TO OFFICE OF PUBLIC UTILITY COUNSEL’S
SIXTH REQUEST FOR INFORMATION
QUESTION NOS. 6-1 THROUGH 6-14

Southwestern Public Service Company (SPS) files this response to Office of Public Utility
Counsel’s (OPC) Sixth Request for Information.

L WRITTEN RESPONSES.

SPS’s written responses to OPC’s Sixth Request for Information are attached and
incorporated by reference. Each response is stated on or attached to a separate page on which the
request has been restated. SPS’s responses are made in the spirit of cooperation without waiving
SPS’s right to contest the admissibility of any of these matters at hearing. Pursuant to P.U.C. PrRocC.
R. 22.144(c)(2)(A), each response lists the preparer or person under whose direct supervision the
response was prepared and any sponsoring witness. When SPS provides certain information sought
by the request while objecting to the provision of other information, it does so without prejudice to
its objection in the interests of narrowing discovery disputes pursuant to P.U.C. PRroc.
R. 22.144(d)(5). Pursuant to P.U.C. PROC. R. 22.144(c)(2)(F), SPS stipulates that its responses may
be treated by all parties as if they were made under oath.

SOAH Docket No. 473-04-6558; PUC Docket No. 29801
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1L INSPECTIONS.

If responsive documents are more than 100 pages but less than eight linear feet in length, the
response will indicate that the attachment is VOLUMINOUS and, pursuant to P.U.C. Proc.
R. 22.144(h)(2), the attachment will be made available for inspection at SPS’s voluminous room at
1150 Capitol Center, 919 Congress Ave., Austin, Texas 78701, telephone number (512) 476-7137.
If a response or the responsive documents are provided pursuant to the protective order in this
docket, the response will indicate that it or the attachment is either CONFIDENTIAL or HIGHLY
SENSITIVE as appropriate under the protective order. Highly sensitive responses will be made
available for inspection at SPS’s voluminous room, unless they form a part of a response that
exceeds eight linear feet in length; then they will be available at their usual repository in accordance
with the following paragraph. Please call in advance for an appointment to ensure that there is
sufficient space to accommodate your inspection.

If responsive documents exceed eight linear feet in length, the response will indicate that the
attachment is subject to the FREIGHT CAR DOCTRINE, and, pursuant.to Commission Procedural
Rule 22.144(h)(3), the attachment will be available for inspection at its usual repository, SPS’s
offices in Amarillo, Texas, unless otherwise indicated. SPS requests that parties wishing to inspect
this material provide at least 48 hours’ notice of their intent by contacting Steven D. Arnold of
Hinkle, Hensley, Shanor & Martin, L.L.P., 1150 Capitol Center, 919 Congress Ave., Austin, Texas
78701; telephone number (512)476-7137; facsimile transmission number (512) 476-7146.
Inspections will be scheduled to accommodate all requests with as little inconvenience to the

requesting party and to SPS’s operations as possible.
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XCEL ENERGY

Jerry F. Shackelford

Texas Bar, No. 18070000

e-mail: jerry.f.shackelford@xcelenergy.com
816 Congress Ave., Suite 1130

Austin, Texas 78701

(512) 478-9229

(512) 478-9232 (FAX)

Respectfully submitted,

HINKLE, HENSLEY, SHANOR
& MARTIN, L.L.P.

Steven D. Arnold

Texas Bar No. 01345480

e-mail: sarnold@hinklelawfirm.com
Richard R. Wilfong

Texas Bar No. 21474025

e-mail: dwilfong@hinklelawfirm.com
1150 Capitol Center

919 Congress Ave.

Austin, Texas 78701

(512) 476-7137

(512) 476-7146 (FAX)

COURTNEY, COUNTISS, BRIAN
& BAILEY, L.L.P.

Amy M. Sqelhamer

Texas ard No. 24010392

email: ashelhamer@courtneylawfirm.com
1700 Bank One Center

Amarillo, Texas 79101

(806) 372-5569

(806) 372-9761 (FAX)

ATTORNEYS FOR SOUTHWESTERN
PUBLIC SERVICE COMPANY
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RESPONSES

QUESTION NO. 6-1:

Please provide a copy of each annual audit of TUCO for the past five years (reference Barry
Johnson prefiled direct p. 26 (Bates p. 333.)

RESPONSE:

Refer to the Workpapers to Schedule FR-14 (WP/FR-14) at Bates Stamp page 930 - 943 for
copies of the Xcel Energy audit of the TUCO/SPS Coal Supply Agreements for calendar
years 2002 and 2003. Refer to Project No. 22645 for copies of prior years® Xcel Energy
audits of the TUCO/SPS Coal Supply Agreements.

Preparer(s): Barry Johnson
Sponsor: Barry Johnson

e e vv-]
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QUESTION NO. 6-2:

Please provide more detail to your remarks that “now new coal-fired units are being
announced for future construction almost every month,” set out in Mr. Johnson’s testimony
at p. 28 (Bates p.335).

RESPONSE:

The referenced remarks were made as a result of SPS representatives maintaining fuel market
awareness by reading trade publications, attending industry conferences, researching
governmental energy data sources, discussions with suppliers and other market participants,
and considering how the reported factors affect SPS’s coal supply delivery chain. Refer to
Exhibit Nos. OPC5-1 and OPCS-1(CONF), which is CONFIDENTIAL, for details of some
of the coal fired units announced for future construction. Also, refer to Exhibit No. OPC6-2
for a copy of a recent presentation on behalf of the National Engineering Technology
Laboratory confirming the recent growth in announcements of new coal-fired generating
facilities.

Preparer(s): Barry Johnson
Sponsor: Barry Johnson

A
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QUESTION NO. 6-3:

Does SPS have any documentation to support its remark referenced in the above RFI?
RESPONSE:

Yes. Refer to SPS’s response to Question No. 6-2.

Preparer(s): Barry Johnson
Sponsor: Barry Johnson

SOAH Docket No. 473-04-6558; PUC Docket No. 29801
Southwestern Public Service Company's Response to
Office of Public Utility Counsel’s Sixth Request for Information
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QUESTION NO. 6-4:
If the answer to RFI No. 6-3 is yes, please identify each such document.
RESPONSE:

Refer to Exhibits No. OPC5-1, OPC5-1(CONF), which is CONFIDENTIAL, and OPC6-2.

Preparer(s): Barry Johnson
Sponsor: Barry Johnson

N
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QUESTION NO. 6-5:

Please provide copies of each document, if any, identified in RFI No. 6-4.

RESPONSE:

Refer to Exhibit Nos. OPC5-1, OPCS-1(CONF), which is CONFIDENTIAL, and OPC6-2.

Preparer(s): Barry Johnson
Sponsor: Barry Johnson

SOAH Docket No. 473-04-6558; PUC Docket No. 29801
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QUESTION NO. 6-6:

Has SPS or TUCO or their agents performed an audit of Savage Industries’ coal handling on
behalf of TUCO since Savage has taken over the Wheelabtrar (sic) operations?

RESPONSE:

Yes. TUCO has performed several audits of Savage Industries since Savage has taken over
the Wheelabrator operations.

Preparer(s): Barry Johnson
Sponsot: Barry Johnson

SOAH Docket No. 473-04-6558; PUC Docket No. 29801
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QUESTION NO. 6-7:

If the answer to the above RFI is yes, please provide a copy of each such audit.

RESPONSE:

Refer to Exhibit No. CS-AG-1-9 for a copy of TUCO’s independent accountant’s Agreed
Upon Procedures Report for the TUCO/Savage 2002 coal handling agreement transactions.
Also refer to Exhibit No. CS-AG-1-9(SUPP1) for a letter from the independent accountant to
TUCO which supplements the AUP Report for 2002.

For 2003, refer to SPS’s response to Exhibit No. CS-AG-1-9(SUPP1) for a copy of the
independent accountant’s Agreed Upon Procedures Report for the TUCO/Savage 2003 coal
handling agreement transactions. Finally, refer to Project No. 22645 for copies of audits
covering periods outside of the Reconciliation Period.

Preparer(s): Barry Johnson
Sponsor: Barry Johnson

SOAH Docket No. 4 7;04-6558; PUC Docket No. 29801
Southwestern Public Service Company's Response to
Office of Public Utility Counsel's Sixth Request for Information
Page 11

G:\DATA\WORD\2004\0460006\10B10.doc




QUESTION NO. 6-8:

If the answer to RFI No. 6-6 is no, please explain why no audits were performed.

RESPONSE:
Not applicable.

Preparer(s): Barry Johnson
Sponsor: Barry Johnson

G:\DATA\WORD\2004\0460006\10B10.doc
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QUESTION NO. 6-9:

Are any of the SPS reviews referred to at p. 30, Ls 5 and 16 of Barry Johnson’s testimony
documented?

RESPONSE:

Reviewing TUCO’s markup of the Savage coal handling invoice backup and the related
disputed charges involves reading the TUCO-provided documents and, if necessary, having
verbal communications with TUCO asking them to clarify the facts of the charge, the basis
for disputing the charge, and the reasons for TUCO’s final course of action.  Refer to
Attachment BJ-5 to the Direct Testimony of Barry Johnson for a summary of the disputed
charges. Documents reviewed can be found in the Voluminous Workpapers to Attachment
BJ-5 (WP/BJ-5).

Preparer(s): Barry Johnson
Sponsor: Barry Johnson

MR e ——— et
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QUESTION NO. 6-10:

If the answer to RFI No. 6-9 is yes, please identify such documentation and provide a copy
of each document.

"RESPONSE:
Refer to SPS’s response to OPC 6-9.

Preparer(s): Barry Johnson
Sponsor: Barry Johnson

SOAH Docket No. 473-04-6558; PUC Docket No. 29801
Southwestern Public Service Company’s Response to
Office of Public Utility Counsel’s Sixth Request for Information
Page 14

G:\DATA\WORD\200410460006\10B10.doc




QUESTION NO. 6-11:

Please provide a copy of TUCO’s independent accountant report referred to at p. 30 (Bates
337), Ls 18-20 of Barry Johnson’s testimony.

RESPONSE:
Refer to Exhibit CS-AG-1-9 and Exhibit CS-AG-1-9(SUPP1).

Preparer(s): Barry Johnson
Sponsor: Barry Johnson

T o R i TS BT T T 27—~ NPT FeEY.Y-' T
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QUESTION NO. 6-12:

When did TUCO engage an independent accountant for the 2003 report referenced at p. 30
(Bates p. 30) Ls 20-22 of Johnson’s Direct Testimony? Please also explain why the
accountant was not engaged sooner.

RESPONSE:

TUCO engaged Clifton Gunderson LLP on March 17, 2004, to perform the 2003 Agreed
Upon Procedures report. Savage does not invoice TUCO for its December 2003 costs until
mid-January 2004, and therefore some accounting records and related documentation for
Harrington and Tolk coal handling costs invoiced to TUCO are not available until sometime
after the end of the calendar period.

Also it is not prudent to start a review of financial documents prior to the “closing” of the
books by the company being reviewed. Otherwise, you are reviewing documents that are
subject to change. It is common for companies to close their books late in the first quarter
after the close of the business year

Major accounting firms usually have all of their time committed to their client’s tax return
preparation until at least April 16" of each year. The accounting firms that TUCO
considered for this work all stated that they could not start on the AUP until after the income
tax deadline.

Furthermore, Clifton Gunderson LLP had not finished the AUP report for 2002 untii late
February 2004, and TUCO deemed it prudent to review and close the 2002 report before
engaging an independent accountant firm to perform the AUP for the next year.

Preparer(s): Jon Kelly
Sponsor: Barry Johnson

e —————— e —— e rrard
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QUESTION NO. 6-13:

With reference to p. 35 (Bates 342), Ls 3-6 of Barry Johnson’s testimony, is SPS stating that
the savings attributed from its negotiations with Savage has not been included in this fuel
reconciliation? Explain. In your explanation, please explain whether SPS has included any
costs relating to its negotiation with Savage into this fuel reconciliation. Please identify
where those costs, if any, are in SPS’s application.

RESPONSE:

Some of the savings attributed to negotiations with Savage, specifically those cost reductions
obtained as a result of the Third Amendment to the Harrington Master Coal Service
Agreement, have been included in this fuel reconciliation. However, most of the savings
related to negotiations with Savage have not been realized as fuel cost reductions during this
reconciliation period, but will be obtained after finalization of the negotiated documents.
Refer to Attachment JPH-2 for costs associated with these negotiations during the
reconciliation period. These cost savings will be reflected in the respective fuel
reconciliation periods. The “Taxes & Assessments” component of TUCO’s price of coal to
SPS includes the costs relating to these negotiations.

Preparer(s): Barry Johnson
Sponsor:; Barry Johnson

W e —— T T— ]
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QUESTION NO. 6-14:

Please provide a copy of the settlement referenced at p. 42 (Bates 349) Ls 16-20 of Barry
Johnson’s testimony.

RESPONSE:

Refer to the Voluminous CONFIDENTIAL Workpapers to Schedule FR-7
(WP/FR-7(CONF)) at Bates Stamp pages C-1133a through C-1133;.

Preparer(s): Barry Johnson
Sponsor: Barry Johnson

SOAH Docket No. 473-04-6558; PUC Docket No. 29801
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Certificate of Service

2=
I certify that on the day of September 2004, a true and correct copy of the foregoing

instrument was served on all parties of record by hand delivery, Federal Express, regular first class

mail, certified mail, or facsimile transmission.

é{% Stor

w
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