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BEFORE THE STATE OFFICE 

OF 

ADMINISTRATIVE HEARINGS 

SOUTHWESTERN PUBLIC SERVICE COMPANY’S 

REQUEST FOR INFORMATION 
RESPONSE TO A X M ’ S  FORTY-SEVENTH 

QUESTION NOS. 47-1 THROUGH 47-20 

Southwestern Public Service Company (SPS) files this response to AXM’s Forty-seventh 

Request for Information. 

I. WRITTEN RESPONSES 

SPS’s Written responses to AXM’s Forty-seventh Set of Requests 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. PROC. 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. 
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PROC. 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. 

11. INSPECTIONS. 

Ifresponsive 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. 

Ifresponsive 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@)(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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Respectfblly submitted, 

XCEL ENERGY 
" K L E ,  HENSLEY, SHANOR 
& MARTIN, L.L.P. 

Jerry F. Shackelford 
Texas Bar. No. 18070000 
e-mail: jerry. f.shackelford@xcelenergy.com e-mail: samold@hinklelawfirm.com 
816 Congress Ave., Suite 1650 
Austin, Texas 78701 
(5 12) 478-9229 e-mail: dwilfong@hinklelawfirm.com 
(512) 478-9232 (FAX) 

Steven D. Arnold 
Texas Bar No. 01355480 

Richard R. Wilfong 
Texas Bar No. 21474025 

Stephen Fogel, Of Counsel 
Texas Bar No. 07202010 
email: sfogel@hmklelawfirm.com 
1150 Capitol Center 
919 Congress Ave. 
Austin, Texas 78701 
(512) 476-7137 
(512) 476-7146 (FAX) 

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

Texas ard No. 24010392 
email: ashelhamer@courtneylawfirm.com 
1700 Chase Tower 
Amarillo, Texas 79101 
(806) 372-5569 
(806) 372-9761 (FAX) 

ATTORNEYS FOR SOUTHWESTERN 
PUBLIC SERVICE COMPANY 
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RESPONSES 

QUESTION NO. 47-1 : 

Please explain what Steam Production Operation & Supervision Expense, account number 
500, increased from $1,019,343 in 2003 to $2,082,707 in 2004. Also please explain what 
caused the high costs in November 2004 and May 2005. Please explain whether or not the 
increased expense levels were caused by permanent changes, non-recurring events, or 
recurring events. If the unusual level of expenses in the above identified years and months is 
due to recurring events, please provide data showing the last three cycles of the recurring 
event including the level of expense incurred with each event and provide the expected rate 
of recurrence in the future and estimates of cost in test year end dollars with a full and detail 
explanation of all assumptions used in the estimates. 

RESPONSE: 

Production O&M expenditures are, by necessity, recurring expenditures. It is impractical to 
compare one period costs to another due to the effects of unplanned outages, varying 
projects, and timing of scheduled overhauls. Comparison of costs between periods is greatly 
complicated by plant age, design and operational demands that vary between plants. For this 
RFI, the differences shown by function are provided in Exhibit AXM47-1. 

2003 to 2004 Increase: The increase was due to a change in methodology associated with 
FERC classification expensing that allowed for more direct charging to specific FERCs 
within the accounting system in 2004 (refer to Question Nos. AXM 47-1 8 and 47-20 below). 

November 2004: The higher expense total in November 2004 was due to contract labor 
usage for a New Generation Study Project and Harrington’s Material expenses for their 
system chemistry. 

May 2005: The higher expense total in May 2005 was due to the posting of the annual 
Environmental Fees at Cunningham and Maddox stations. These expenses are permanent 
and cause the monthly expenses for FERC Account 500 to go above the 12-month average. 

Preparers: Neil Cowan, David Mills 
Sponsors: Eduardo E. Gonzales, Mark D. Freeman, Charles E. Anderson 
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QUESTION NO. 47-2: 

Please explain why Steam Expense, account number 502, increased fi-om $6,261,115 in 2003 
to $7,441,543 in 2004. Please also explain what caused the high costs in this account in 
November and December 2004. Please explain whether or not the increased expense levels 
were caused by permanent changes, non-recurring events, or recurring events. Ifthe unusd  
level of expense in the above identified years and months is due to recurring events, please 
provide data showing the last three cycles of the recurring event including the level of 
expense incurred with each event and provide the expected rate of recurrence in the future 
and estimates of cost in test year end dollars with a full and detail explanation of all 
assumptions used in the estimates. 

RESPONSE: 

Production O&M expenditures are, by necessity, recurring expenditures. It is impractical to 
compare one period costs to another due to the effects of unplanned outages, varying 
projects, and timing of scheduled overhauls. Comparison of costs between periods is greatly 
complicated by plant age, design and operational demands that vary between plants. For this 
RFI, the differences shown by function are provided in Exhibit -47-2. 

2003 to 2004 Increase: The increase in FERC 502 expenses fi-om 2003 to 2004 was in three 
main areas: Environmental Fees, LT Outside Vendor, and facilities costs. The plant 
Environmental Fees for Jones and Tolk stations were posted to FERC 5 14 in 2003 while the 
Environmental Fees for Harrington, Plant X, and Nichols were posted here in FERC 502. In 
2004, all of the plants’ fees were charged in total to FERC 502. Facilities costs began to be 
directly charged to FERC 502 for all plants in 2004 (refer to Question No. AXM 47-20 
below). Contract Vendor expenses were for a Dust Suppression Project that was completed 
at Tolk Station in December 2004. 

November 2004: For November 2004, the Contract Vendor expenses for the Dust 
Suppression Project at Tolk Station, facilities costs, and the annual Environmental Fees for 
Harrington, Nichols, Jones, Plant X, and Tolk Stations caused the increase in expense for 
FERC Account 502 above normal levels. 

December 2004: For December 2004, the Contract Vendor expenses for the Dust 
Suppression Project at Tolk Station and facilities costs to each station caused the increase in 
the normal monthly FERC 502 spend. 
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Preparers: Neil Cowan, David Mills 
Sponsors: Eduardo E. Gonzales, Mark D. Freeman, Charles E. Anderson 
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QUESTION NO. 47-3: 

Please explain why Electric Expense, account number 505, increased fkom $7,895,105 in 
2003 to $9,588,013 in 2004. Please explain what caused the high level of costs in this 
account in July and August 2005. Please explain whether or not the increased expense levels 
were caused by permanent changes, non-recurring events, or recurring events. Ifthe unusual 
level of expenses in the above identified years and months is due to recurring events, please 
provide data showing the last three cycles of the recurring event including the level of 
expense incurred with each event and provide the expected rate of recurrence in the future 
and estimates of cost in test year end dollars with a full and detail explanation of all 
assumptions used in the estimates. 

RESPONSE: 

Production O&M expenditures are, by necessity, recurring expenditures. It is impractical to 
compare one period costs to another due to the effects of unplanned outages, varying 
projects, and timing of scheduled overhauls. Comparison of costs between periods is greatly 
complicated by plant age, design and operational demands that vary between plants. For this 
RFI, the differences shown by function are provided in Exhibit AXM47-3. 

2003 to 2004 Increase: The increase in FERC 505’s 2004 expenses over the 2003 level was 
due to higher Water Use Costs at Harrington and Jones stations as well as a consolidation 
effort to get Water Use Costs charging to this FERC 505 account. Along with this 
consolidation was the change of charging water expense into the new Water Usage Cost 
category and out of the Materials category. Facilities costs began to directly charge FERC 
505 at all plants in 2004 (refer to Question No. AXM 47-20 below). Lastly, the summertime 
operation of Moore County plant increased in labor and employee expenses over the 2003 
level. 

July 2005: In July 2005, summer Water Usage Costs increased substantially at Hanhgton 
and Jones stations for generation purposes. This increase in water usage also caused an 
increase in Material-Chemicals to treat it. The Moore County station summer operations 
expenses peaked during July and August. These items caused an increase in expense over 
the average normal monthly expense for FERC Account 505. 

August 2005: In August 2005, summer Water Usage Costs for generation purposes remained 
high at Jones station. Tolk station showed an increase in Material-Chemicals for 
summertime water treatment. The Moore County station summer operations expenses 
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peaked during July and August. These items caused an increase in expense over the average 
normal monthly expense for FERC Account 505. 

Preparers: Neil Cowan, David Mills 
Sponsors: Eduardo E. Gonzales, Mark D. Freeman, Charles E. Anderson 
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QUESTION NO. 47-4: 

Please explain why Miscellaneous Expense, account number 506 increased from $6,726,776 
in 2002 to $9,042,057 in 2003. Also please explain what caused the high level of costs in 
October 2004, March 2005 and July and August 2005. Please explain whether or not the 
increased expense levels were caused by permanent changes, non-recurring events, or 
recurring events. Ifthe unusual level of expenses in the above identified years and months is 
due to recurring events, please provide data showing the last three cycles of the recurring 
event including the level of expense incurred with each event and provide the expect rate of 
recurrence in the future and estimates of cost in test year end dollars with a full and detail 
explanation of all assumptions used in the estimates. 

RESPONSE: 

Production O&M expenditures are, by necessity, recurring expenditures. It is impractical to 
compare one period costs to another due to the effects of unplanned outages, varying 
projects, and timing of scheduled overhauls. Comparison of costs between periods is greatly 
complicated by plant age, design and operational demands that vary between plants. For this 
RFI, the differences shown by function are provided in Exhibit AXM47-4. 

2002 to 2003 Increase: The increase fiom 2002 to 2003 in the FERC 506 account was due 
to a December accounting reclassification entries of A&G accounts to FERC 506. The 
increase in the Water Use Costs category was offset by the decrease in the Materials 
category. This is a result the creation of the Water Use Category and identifjmg expenses as 
Water Usage Costs expense instead of Materials expense. 

October 2004: The increase in October 2004 was due to janitorial expenses during the Plant 
X and Tolk overhauls which were expensed to the Contract Labor category. Facilities costs 
began to be directly charged to FERC 506 for all plants in 2004 (refer to Question No. 
AXM47-20 below). Similarly, Electric Use Costs (water well operations, and other 
peripheral plant electric usage) was removed from the A&G accounts and charged to the 
proper stations. Tolk’s repair projects on their pulverizer and boiler water walls increase 
spending in Contract Labor and Materials. These items caused an increase in expense over 
the average normal monthly expense for FERC Account 506. 

March 2005: The increase in March 2005 was due to a Texas Sales Tax Rebate that posted 
as a debit. (It was then corrected and posted as a credit in April, 2005) Other material 
increases during March 2005, was for janitor Materials and janitor Contract Labor during the 
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Harrington unit 3 boiler cleaning and the To& unit 2 overhaul. These items caused an 
increase in expense over the average normal monthly expense for FERC Account 506. 

July 2005: The month of July 2005 only showed a small increase for LT Contract Labor for 
waste remediation. The rest of the expenses are normal if not below monthly expense for 
FERC Account 506 during calendar year 2005. 

August 2005: The August 2005 FERC 506 increase was due to Nichols Station’s Water 
Usage Cost with related Chemicals, Consulting for TAC recommendations, and a lead paint 
abatement project at Plant X. The rest of the monthly expenses are normal for FERC 
Account 506. 

Preparers: Neil Cowan, David Mills 
Sponsors: Eduardo E. Gonzales, Mark D. Freeman, Charles E. Anderson 
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QUESTION NO. 47-5: 

Please explain what Electric Plant Maintenance, account number 513, increased from 
$7,180,669 in 2004 to $9,866,808 during the Test Year. Please explain why expense levels 
were higher in the months of October 2004 through April 2005 and increased again in 
September 2005. Please explain whether or not the increased expense levels were caused by 
permanent changes, non-recurring event, or recurring events. If the unusual level of 
expenses in the above identified year and months is due to recurring events, please provide 
data showing the last three cycles of the recurring event including the level of expense 
incurred with each event and provide the expected rate of recurrence in the fbture and 
estimates of cost in test year end dollars with a full and detail explanation of all assumptions 
used in the estimates. 

RESPONSE: 

Production O&M expenditures are, by necessity, recurring expenditures. It is impractical to 
compare one period costs to another due to the effects of unplanned outages, varying 
projects, and timing of scheduled overhauls. Comparison of costs between periods is greatly 
complicated by plant age, design and operational demands that vary between plants. For this 
RFI, the differences shown by function are provided in Exhibit AXM47-5. 

2004 to Test Year Increase: The increase from calendar year 2004 to the Test Year is due 
to expenses for overhauls, valve work, boiler cleanings and repairs, and generator 
inspections. Cunningham Station completed a unit 2 boiler chemical cleaning. Harrington 
Station conducted a unit 2 overhaul covering the turbine HP and IP stages, valves, and boiler 
cleaning and repairs. Jones Station completed a unit 2 turbine HP/IP boresonic inspection as 
well as a boiler inspection. Maddox Station completed unit 1 boiler repairs. Nichols Station 
completed unit 3 boresonic inspections on turbine stages, HP, IP and LP as well as valve 
work and a boiler inspection and repairs. Plant X Station completed unit 3 valve work and 
boiler repairs and also began unit 4 valve work along with a boiler inspection and associated 
repairs. Tolk Station completed a unit 2 controls retrofit, generator inspection, valve work, 
and a boiler inspection with associated repairs. An Oil Skid Project at Celanese and 
Acoustic Emission Projects at Nichols units 1,2, and 3 also contributed to a higher Test Year 
than 2004. These types of turbine overhauls, valve work, and boiler inspections with repairs 
increases the use of Contract Labor, Outside Vendor, Materials, as well as the Productive 
Labor and Overtime categories in the FERC 5 13 account. 

October 2004 to April 2005: The months of October 2004 through April 2005 contained 
expenses for overhauls, valve work, boiler cleanings and repairs, and generator inspections. 
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Nichols Station unit 3 turbine conducted boresonic inspections on the HP, IP, and LP turbine 
stages, a generator inspection, valve work, and a boiler inspection and associated repairs. 
Nichols Station also conducted unit 3 boresonic inspections on turbine stages, HP, IP and LP 
as well as valve work and a boiler inspection and repairs. Jones Station completed a unit 2 
turbine HPAP boresonic inspection as well as a boiler inspection. Plant X Station completed 
unit 3 valve work and boiler repairs and also began unit 4 valve work along with a boiler 
inspection with associated repairs. Tolk Station completed a unit 2 controls retrofit, 
generator inspection, valve work, and a boiler inspection with associated repairs. These 
types of turbine overhauls, valve work, and boiler inspections with repairs increases the use 
of Contract Labor, Outside Vendor, Materials, as well as the Productive Labor and Overtime 
categories in the FERC 5 13 account and increases the expenses over the monthly FERC 5 13 
account expense average. 

September 2005: The month of September 2005 showed an increase due to expenses at 
Harrhgton Station which conducted a unit 2 overhaul covering the turbine Hp and IP stages, 
valves, and boiler cleaning and repairs. Plant X unit 4 also performed valve work along with 
a boiler inspection and associated repairs. Projects during September included a Celanese 
Oil Skid Project and the Acoustic Emissions Testing Projects at Nichols units 1,2, and 3. 
These types of turbine overhauls, valve work, and boiler inspections with repairs increases 
the use of Contract Labor, Outside Vendor, Materials, as well as the Productive Labor and 
Overtime categories in the FERC 5 13 account and increases the expenses over the monthly 
FERC 5 13 account expense average. 

Preparers: Neil Cowan, David Mills 
Sponsors: Eduardo E. Gonzales, Mark D. Freeman, Charles E. Anderson 
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QUESTION NO. 47-6: 

Please explain why Generation Expense, account number 548, increased fi-om $786,545 in 
2004 to $1,134,601 in the Test Year. Please explain why expense levels were higher in the 
months of December 2004 and March 2005. Please explain whether or not the increased 
expense levels were caused by permanent changes, non-recurring events, or recurring events. 
If the unusual level of expenses in the above identified years and months is due to recurring 
events, please provide data showing the last three cycles of the recurring event including the 
level of expense incurred with each event and provide the expected rate of recurrence in the 
fbture and estimates of cost in test year end dollars with a full and detail explanation of all 
assumptions used in the estimates. 

RESPONSE: 

Production O&M expenditures are, by necessity, recurring expenditures. It is impractical to 
compare one period costs to another due to the effects of unplanned outages, varying 
projects, and timing of scheduled overhauls. Comparison of costs between periods is greatly 
complicated by plant age, design and operational demands that vary betweenplants. For this 
RFI, the differences shown by function are provided in Exhibit AXM47-6. 

2004 to Test Year Increase: The increase fiom calendar year 2004 to the Test Year is due 
to a Regulatory Accounting Reclassification Project’s Contact Labor credit for Celanese in 
2004. In addition, a Diesel Spill Remediation Project at Tucumcari increased the Contract 
LT Outside Vendor account expense. 

December 2004: The month of December 2004 showed an increase due to a Diesel Spill 
Remediation Project at Tucumcari that increased the Contract LT Outside Vendor account 
expense. 

March 2005: The month of March 2005 showed an increase again due to a Diesel Spill 
Remediation Project at Tucumcari that increased the Contract LT Outside Vendor account 
expense. 

Preparers: Neil Cowan, David Mills 
Sponsors: Eduardo E. Gonzales, Mark D. Freeman, Charles E. Anderson 
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QUESTION NO. 47-7: 

Please explain why Miscellaneous Expense, account number 549, increased fkom $46,449 in 
2004 to $1,126,887 in the Test Year. Please explain the high level of expense in this account 
in October 2004. Please explain whether or not the increased expense levels were caused by 
permanent changes, non-recurring events, or recurring events. If the unusual level of 
expenses in the above identified years and months is due to recurring events, please provide 
data showing the last three cycles of the recurring event including the level of expense 
incurred with each event and provide the expected rate of recurrence in the future and 
estimates of cost in test year end dollars with a full and detail explanation of all assumptions 
used in the estimates. 

RESPONSE: 

Production O&M expenditures are, by necessity, recurring expenditures. It is impractical to 
compare one period costs to another due to the effects of unplanned outages, varying 
projects, and timing of scheduled overhauls. Comparison of costs between periods is greatly 
complicated by plant age, design and operational demands that vary between plants. For this 
WI, the differences shown by function are provided in Exhibit -47-7. 

2004 to Test Year Increase: The increase fkom calendar year 2004 to the Test Year is due 
to the $979,000 creditldebit offsetting entries in the Materials account for a Carlsbad Turbine 
Rotor and Exhaust Casing Exchange. The Test Year contains only the debit entry in October 
2005. 

October 2005: For the month of October 2005, the above average monthly expense was due 
to debit entry in the Materials account for the Carlsbad Turbine Rotor and Exhaust Casing 
Exchange. 

Preparers: Neil Cowan, David Mills 
Sponsors: Eduardo E. Gonzales, Mark D. Freeman, Charles E. Anderson 
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QUESTION NO. 47-8: 

Please explain why Maintenance of Electric Plant, account number 553, increased fiom 
$232,903 in 2003 to $1,995,457 in the 2004 but dropped to $1,370,228 during the test year. 
Please explain the unusual level of expense in this account in September and October 2004, 
and in March, June and September, 2005. Please explain whether or not the unusual expense 
levels were caused by permanent changes, non-recurring events, or recurring events. If the 
unusual level of expenses in the above identified years and months is due to recurring events, 
please provide data showing the last three cycles of the recurring event including the level of 
expense incurred with each event and provide the expected rate of recurrence in the future 
and estimates of cost in test year end dollars with a full and detail explanation of all 
assumptions used in the estimates. 

RESPONSE: 

Production O&M expenditures are, by necessity, recurring expenditures. It is impractical to 
compare one period costs to another due to the effects of unplanned outages, varying 
projects, and timing of scheduled overhauls. Comparison of costs between periods is greatly 
complicated by plant age, design and operational demands that vary between plants. For this 
RFI, the differences shown by h c t i o n  are provided in Exhibit -47-8. 

2003 to 2004 Increase: The increase from calendar year 2003 to the calendar year 2004 for 
FERC 553 is due to the Contract Labor and Material expenses for the Carlsbad Turbine 
Repair overhaul, the Celanese Turbine and Control Valve overhaul, and the Cunningham unit 
4 Combustion Inspection overhaul. 

2004 to Test Year Decrease: The decrease from calendar year 2004 to the Test Year for 
FERC 553 is due to the credit for the Carlsbad Turbine Repair transfer offsetting the 
expenses for the Celanese Oil Skid Project, Maddox unit 3 Reduction Gear Failure repairs, 
and Cunningham unit 4 Combustion Inspection overhaul. 

September 2004: For the month of September 2004, the increase was due to the Material 
expenses for the Carlsbad Turbine Repair. 

October 2004: For the month of October 2004, the decrease was due to the transfer out of 
the FERC 553 Material expenses for the Carlsbad Turbine Repair. 

G: \DATA\ WORD\2005\0560004\ I005.doc 
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March 2005: For the month of March 2005, the increase over average monthly expenses 
was due to the Material and Consulting Service expenses for the Maddox unit 2 Bearing 
Failure repair due to transformer failure. 

June 2005: For the month of June 2005, the increase over average monthly expenses was 
due to the Contract LT Outside Vendor expenses for the Maddox unit 3 Reduction Gear 
Failure repairs. 

September 2005: For the month of September 2005, the increase over average monthly 
expenses was due to the Contract LT Outside Vendor and Material expenses for the 
Cunningham unit 4 Generator Inspection overhaul. 

Preparer: Neil Cowan, David Mills 
Sponsor: Eduardo E. Gonzales, Mark D. Freeman, Charles E. Anderson 
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QUESTION NO. 47-9: 

Please explain why Load Dispatch Expense, account number 561, increased fiom $2,804,868 
in 2003 to $5,659,732 in 2004 and $3,364,674 in the Test Year. Please explain the high level 
of expense in this account in October and December 2004 and February 2005. Please explain 
whether or not the increased expense levels were caused by permanent changes, non- 
recurring events, or recurring events. If the unusual level of expenses in the above identified 
years and months is due to recurring events, please provide data showing the last three cycles 
of the recurring event including the level of expense incurred with each event and provide the 
expected rate of recurrence in the future and estimates of cost in test year end dollars with a 
full and detail explanation of all assumptions used in the estimates. 

RESPONSE: 

O&M expenditures are, by necessity, recurring expenditures. The differences shown by 
function are shown in Exhibit AXM47-9. 

2003 to 2004 Increase: The Southwest Power Pool (SPP) assessments booked to FERC 
Account 561 during calendar years 2003 ($1.195 million) and 2004 ($3.588 million) were 
made in error causing an increase of $2.393 million. Labor expenses increased by $272,000 
and IT expenses increased by $170,000 fiom 2003 to 2004. 

2003 to Test Year Increase: SPP assessments were corrected for 2005. Test Year includes 
three months of the assessments driving the increase for the Test Year as opposed to calendar 
year 2003. 

October 2004: The increase in expense for October 2004 is the result of the October and 
November SPP monthly assessment being booked in October 2004. December 2004 expense 
is not significantly above average for calendar year 2004. 

February 2005: The high level of expense in February 2005 is the result of the SPP annual 
membership dues of $15 1,000 being posted in February 2005. 

Preparers: Carolyn Wetterlin, Neil Cowan 
Sponsors: Charles E. Anderson, Douglas W. Jaeger 
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QUESTION NO. 47-10: 

Please explain why Rents, account number 567, began having balances recorded in January 
2005 where none were recorded before. Please explain the reason the charges in the account 
increased in September 2005. Please provide documentation to support explanations 
provided. 

RESPONSE: 

Expense was recorded in FERC account 567, Rents, during 2004, just not in the last three 
months of calendar year 2004. September 2005 had no key cost drivers leading to higher 
expense as compared to other months in 2005. Refer to Question No. AXM 47-20. 

Preparer: Neil Cowan 
Sponsor: Charles E. Anderson 
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QUESTION NO. 47-1 1 : 

Please explain why Station Equipment Expense, account number 582 increased fiom 
$537,944 in 2003 to $847,893 in 2004 and then decreased in 2005. Please explain whether 
or not the increased expense levels were caused by permanent changes, non-recurring events 
or recurring events. Ifthe unusual level or expenses in the above identified years and months 
is due to recurring events, please provide data showing the last three cycles of the recurring 
event including the level of expense incurred with each event and provide the expected rate 
of recurrence in the future and estimates of cost in test year end dollars with a full and detail 
explanation of all assumptions used in the estimates. 

RESPONSE: 

Station Equipment O&M expenditures are, by necessity, recurring expenditures. While 
O&M expenses vary fiom year to year, the need for O&M is consistent. Station Equipment 
O&M expenditures recurring each year are made up of planned cyclical activities and 
changing conditions that are not predictable, that must be addressed when they occur. New 
construction and other station maintenance activities may also affect the amount spent in a 
specific FERC account, but the total Station Equipment O&M expense is consistent year to 
year. 

The 2004 increases to FERC account 582, Station Expenses, were the result of increased 
facilities costs of $40,000 for office equipment in the communications service group (refer to 
Questions AXM47-20 below). Productive and non-productive labor increased by $24 1,000 
during 2004 fiom increased substation reads and inspections. Transportation expense also 
increased by $28,000 in 2004 as labor expense increase during this time. It is expected that 
labor costs will increase by approximately three percent per year. Refer to Exhibit 
AXM47-11. 

Preparers: 
Sponsors: 

Liz Gauna, Linda Richardson, Neil Cowan 
Charles E. Anderson, Tim Taylor 

G: DATA I WORD I2005 I0560004 \I 005. doc 

SOAH Docket No. 473-06-2536; PUC Docket No. 32766 
Southwestern Public Service Company’s Response to 

AXM’S Forty-seventh Request for Information 
Page 21 



QUESTION NO. 47-12: 

Please explain why Overhead Lines Expense, account number 583, decreased from 
$1,516,221 in 2004 to $807,691 in 2005 and provide documentation to support the 
explanation. Please explain whether or not the decreased expense levels were caused by 
permanent changes, non-recurring events, or recurring events. Please provide an estimate, in 
test year-end dollars, of the recurring level of expense for this account providing 
documentation to support those estimates and with a full explanation of all assumptions uses 
in the estimates. 

RESPONSE: 

Overhead Lines O&M expenditures are, by necessity, recurring expenditures. While O&M 
expenses vary from year to year, the need for O&M is consistent. Overhead Lines O&M 
expenditures recurring each year are made up of planned cyclical activities and changing 
conditions that are not predictable, that must be addressed when they occur. New 
construction and other overhead line maintenance activities may also affect the amount spent 
in a specific FERC account, but the total Overhead Lines O&M expense is consistent year to 
year. 

2004 to 2005 Decrease: The 2005 decreases in expenditures from 2004 levels to FERC 
Account 583, Overhead Lines, were the result of a reduction in owned fleet reducing 
transportation costs $209,000. A program to reduce materials cost resulting in $105,000. 
Reimbursements from the City of Amarillo for reimbursed work of $104,000. Transformer 
and Meter purchases were greater in 2005 than in 2004 driving a larger first set credit amount 
by $183,000. In 2004 there were fewer new purchases of meters and transformers. These 
activities are estimated to recur in the test year and future years at similar amounts. Refer to 
Exhibit AXM47-12. 

Preparer: 
Sponsor: 

Liz Gauna, Linda Richardson, Neil Cowan 
Charles E. Anderson, Tim Taylor 
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QUESTION NO. 47-13: 

Please explain why Metering Expense, account number 586, increased fiom $2,077,618 in 
2003 to $4,423,578 in 2004 and subsequently decreased in the test year and 2005 and provide 
documentation to support the explanation. Please explain whether or not the decreased 
expense levels were caused by permanent changes, non-recurring events, or recurring events. 
Please provide an estimate, in test year end dollars, of the recurring level of expense for this 
account providing documentation to support those estimates and with a 111 explanation of all 
assumptions used in the estimates. 

RESPONSE: 

FERC Account 586 - Metering Expense (Metering O&M Expense) expenditures are, by 
necessity, recurring expenditures. While Metering O&M Expenses vary from year to year, 
the need for O&M is consistent. Metering O&M Expense expenditures recurring each year 
are made up of planned cyclical activities and changing conditions that are not predictable, 
but which must be addressed when they occur. New construction and maintenance activities 
may also affect the amount spent in a specific FERC account, but the total Metering O&M 
Expense expenditures are consistent year to year. 

2003 to 2004 Increase: Facilities costs increased fiom 2003 to 2004 by $197,000 (refer to 
Question No. AXM 47-20 below). Material costs increased by $367,000 due to an 
accounting correction of stores accounts charged incorrectly. Meter and transformer install 
credits decreased approximately $500,000 fiom 2003 to 2004 due to purchasing fewer meters 
and instrument transformers. In 2003 SPS purchased 20,748 meters and instrument 
transformers while only purchasing 7,392 meters and instrument transformers in 2004. 
Productive labor increased by $834,643, fiom 2003 to 2004. Productive Labor and Overhead 
increased due to the type of work completed and the account expensed to. Transportation 
fleet costs follow productive labor charges and increased by $201,339 from 2003 to 2004. 

2004 to Test Year & 2005 Decrease: Facilities costs decreased in the Test Year and in 
2005 as these costs were specifically charged to functional “Rent” O&M accounts in 2005 
(refer to Question No. AXM47-20 below). The Test Year has three months of facilities 
costs to this particular account. Materials charges decreased $285,886 (Test Year), and 
$278,227 in (2005) due to an accounting correction of $367,000 from incorrect stores 
charges being applied in 2004. Meter and transformer install credits increased $335,342 
(Test Year), and $443,643 in 2005 due to higher volume of meter and instrument transformer 
purchases. In 2004 SPS purchased 7,392 meters and instrument transformers while 
purchasing 18,278 meters and instrument transformers in 2005. Productive labor decreased 
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$805,851 (Test Year), and $1,064,570 in 2005 due to an increase in FERC Account 587 
(refer to Question No. AXM47-14 below). Transportation fleet costs decreased $352,639 
(Test Year), and $485,43 1 in 2005 since it follows the productive labor charges. 

SPS believes that the Test Year dollars accurately represent the recurring charges. Refer to 
Exhibit AXM47-13. 

Preparer: 
Sponsor: 

David Stephenson, Linda Richards, Neil Cowan 
Charles E. Anderson, Tim Taylor, Douglas W. Jaeger 
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QUESTION NO. 47-14: 

Please explain why Customer Installations Expense, account number 587, increased from 
$6 1 1,447 in 2003 to $990,857 in 2004 and to $1,619,345 in 2005 providing documentation 
to support the explanation. Please explain whether or not the increased expense levels were 
caused by permanent changes, non-recurring events, or recurring events. Please provide an 
estimate, in test year end dollars, of the recurring level of expense for this account providing 
documentation to support those estimates and with a full explanation of all assumptions used 
in the estimates. 

RESPONSE: 

Customer Installations O&M expenditures are, by necessity, recurring expenditures. While 
O&M expenses vary fkom year to year, the need for O&M is consistent. Customer 
Installations O&M expenditures recurring each year are made up of planned cyclical 
activities and changing conditions that are not predictable, but which must be addressed 
when they occur. New construction and other overhead line maintenance activities may also 
affect the amount spent in a specific FERC account, but the total Customer Installations 
O&M spend is consistent year to year. 

Higher labor costs and transportation expenses, primarily drove increases to FERC account 
587, Customer Installations Expense, dwing calendar year 2004 versus 2003. Labor increase 
due to increased customer requests and wage increases. Transportation costs increased due 
to higher fuel costs. Refer to SPS’s response to QuestionNo. 47-13 and Exhibit AXM47-14. 

Preparer: Linda Richards, Neil Cowan 
Sponsor: Charles E. Anderson, Tim Taylor 
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QUESTION NO. 47-15: 

Please explain why Maintenance of Overhead Lines, account number 593, increased from 
$5,497,591 in 2003 to $6,126,526 in 2004 and subsequently decreased in the test year and 
2005. Please provide documentation to support the explanation given. Please explain 
whether or not the decreased expense levels were caused by permanent changes, non- 
recurring events, or recurring events. If the changes in the level of expenses in the above 
identified years is due to recurring events, please provide data showing the last three cycles 
of the recurring event including the level of expense incurred with each event and provide the 
expected rate of recurrence in the fbture and estimates of cost in test year end dollars with a 
fbll and detail explanation of all assumptions used in the estimates. 

RESPONSE: 

Maintenance of Overhead Lines O&M expenditures are, by necessity, recurring expenditures. 
While O&M expenses vary from year to year, the need for O&M is consistent. Maintenance 

of Overhead Lines O&M expenditures recurring each year are made up of planned cyclical 
activities and changing conditions that are not predictable, that must be addressed when they 
occur. New construction and other overhead line maintenance activities may also affect the 
amount spent in a specific FERC account, but the total Overhead Lines O&M expense is 
consistent year to year. 

In 1999, SPS implemented a formal proactive distribution line clearance program. The 
frequency of the maintenance cycle is driven by the drought cycle affecting the amount of 
vegetation growth. The increase from calendar year 2003 to 2004 where there were no droughts 
was $1.1 million. 2005 was a dryer year and $722,000 less was spent on vegetation 
management for tree trimming. We anticipate that the 2006 spend will be increase by 
approximately $170,000 over 2005. The 2007 spend will increase over 2005 ($830,000). 
Refer to Exhibit AXM47- 15 

Preparer: Linda Richards, Neil Cowan 
Sponsor: Charles E. Anderson, Tim Taylor 
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QUESTION NO. 47-16: 

Please explain why Meter Reading Expense, account number 902, increased fiom $3,050,217 
in 2003 to $3,554,810 in 2004. Please provide documentation to support the explanation 
given. 

RESPONSE: 

Increases to FERC Account 902, Meter Reading Expenses, are the result of increased 
facilities, wages, IT, and transportation costs. During 2004, facilities costs for service centers 
were charged out to functional areas of the business, thus increasing lease costs by 
approximately $180,000 (refer to Question No. AXM47-20 below). Labor increased by 
approximately $135,000 due to annual wage increases and overtime. Transportation costs 
increased also increased by approximately $67,000 due to greater labor demands and higher 
fuel and vehicle costs in 2004. IT costs increased by approximately $1 17,000 due to arollout 
of a new meter reading system during 2004. Refer to Exhibit -47-16. 

Preparer: Beverly Brown, Neil Cowan 
Sponsor: Charles E. Anderson, Tim Taylor 
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QUESTION NO. 47-17: 

Please explain why Customer Assistance Expense, account 908, increased fkom $3,183,139 
in 2003 to $3,703,737 in 2004 and further to $4,393,690 in 2005. Please provide 
documentation to support the explanation given. 

RESPONSE: 

Customer Assistance Expense, FERC Account 908, increas-d for the calend r years 2003 
through 2005 largely as a result of increased monthly amortization of DSM assets. During 
2003 SPS converted fkom a five to a ten-year term for amortization of DSM assets leading to 
increased monthly amortization. Additionally, SPS has had consistent spend on DSM 
programs during this time contributing towards increased monthly amortization. Refer to 
Exhibit -47- 17. 

Preparer: Neil Cowan 
Sponsor: Charles E. Anderson 
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QUESTION NO. 47-18: 

2004 
2005 

Please explain why Miscellaneous General Expense, account number 930, decreased fkom 
$6,987,197 in2003 to $4,160,391 in2004 and further to $2,146,088 in2005. Please provide 
documentation to support the explanation given. 

$2,879,35 1 
$ 971,645 

RESPONSE: 

The balances reported in this question include balances fkom General Advertising Expenses, 
FERC Account 930.1. The correct amounts for Miscellaneous General Expense, FERC 
Account 930.2, are as follows: 

Reductions to Miscellaneous General Expense were driven largely as a result of changes to 
the methodology by which costs are allocated to FERC functional groups (FERC Accounts 
500 through 515 for Steam Power Generation, FERC Accounts 546 through 557 for Other 
Power Generation, FERC Accounts 560 through 574 for Transmission Expenses, and FERC 
Accounts 580 through 598 for Distribution Expenses). During 2003, costs that were 
previously charged to A&G accounts were redistributed to more appropriately reflect the 
functional nature of the costs. In 2004, the methodology was further refined where clearing 
accounts were set up for each operating company and the service company, and costs were 
allocated using historical labor distribution for each company. This ensured costs were 
charged to the FERC functional group based on the accounting associated with the services 
rendered. Refer to Exhibit AXM47-18. 

Preparer: Neil Cowan 
Sponsor: Charles E. Anderson 
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QUESTION NO. 47-19: 

Please explain why Rents, account number 931, increased fkom $1,943,805 in 2002 to 
$2,947,844 in 2003 and to $6,234,309 in 2004 and then decreased to $5,460,919 in 2005. 
Please provide documentation to support the explanation given. 

RESPONSE: 

Refer to Question No. AXM 47-20 below and Exhibit AXM47-19. 

Preparer: Neil Cowan 
Sponsor: Charles E. Anderson 
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QUESTION NO. 47-20: 

Please refer to the response to AXM 20-3. Ifproduction rents were previously charged to 
account 931 and began being charged to account 507 in 2005, then why did account 507 
increase three times as much as 93 1 decreased in 2005 as compared to 2004? Please provide 
a full analysis by month of all charges to accounts 507, 550, 565, 589, and 531 for 2004 
through June 2006, showing for each account a description of each item for which rent is 
paid, the payee, the amount paid, and whether the rent was paid to an affiliate, employee, an 
officer, or a relative of an employee or officer. Please explain whether each rented item was 
subject to competitive bidding, and if not, why not. 

RESPONSE: 

This question erroneously assumes there is a one-for-one relationship between FERC 
Accounts 931 and 507. The decrease in FERC Account 931 (2004 to 2005) was partially 
offset by an increase in facility costs previously recorded in the Customer Accounts, 
Customer Service, and Sales Expenses range of accounts (FERC Accounts 901 through 916). 
These costs were appropriately charged to FERC Account 93 1 starting in 2005. 

In 2004, changes were made to rent related accounts including adding additional accounts in 
which to record equipment rental so such costs would go to the correct functional FERC 
account. In addition, the mechanics of allocating facilities costs were changed. The intent of 
this change was to drive facilities rent costs to the appropriate functional FERC rent account. 
However, these costs followed labor, and while they ended up in the correct functional FERC 
range of accounts (FERC Accounts 500 through 5 15 for Steam Power Generation, FERC 
Accounts 546 through 557 for Other Power Generation, FERC Accounts 560 through 574 for 
Transmission Expenses, and FERC Accounts 580 through 598 for Distribution Expenses, 
and FERC Accounts 901 through 916 for Customer/Sales Expenses), they were not recorded 
in the appropriate functional rent account. The FERC Account 507 balance reported in 
SPS’s resubmitted 2004 FERC Forml, and provided in SPS’s response to Question No. 
-20-3, is an account reclassification made to correct FERC Form 1 presentation. 
Beginning in 2005, the new methodology was implemented where the functional FERC rents 
accounts were charged. 

On a per-book basis, refer to Exhibit -47-20, page 1, demonstrating the change by which 
these charges are now included in the functional FERC rent accounts. In addition, refer to 
Exhibit AXM47-20, pages 2-4, for monthly balances of FERC Accounts 507,550,567,589, 
and 931. It is assumed that monthly balances for FERC Accounts 531 and 565 were 
requested in error. 
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Preparer : Neil Cowan 
Sponsor: Charles E. Anderson 
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Certificate of Service 

I certify that on th 2006, 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. 
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FERC Account 500 - Operation Supervision and Engineering 

Consult i ng/Prof Svcs-Ot her 
Contract Labor 
Contract LT Outside Vendor 
Distributed Systems Services 
Employee Expenses 
Environmental Permits & Fees 
Equipment Rental 
Incentive 
IT Hardware Maintenance 
IT Hardware Purchases 
Lease Costs 
License Fees & Permits 
Mainframe Services 
Materials 
Materials - Chemical 

$ 1,727 
$ 15,739 
$ 
$ 1,260 
$ 18,535 
$ 21 

- 

$ 1 
$ 441 
$ 5 
$ 180 
T 

$ 1,205 
$ 11 
7 

$ 77,358 
I '  

IMisc O&M Credits I $  (261 
I '  , I  

INetwork Services I $  770 

$ 215.475 
$ 19i857 
$ 1,894 
$ 174 
T 

$ 108,783 
T 

$ 242 

$ 18 
T 

$ 104,517 
30 

$ 206,905 
$ 1.281 

$ 63 
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. I  

$ 213.748 
$ 4,118 
$ 1,894 
$ (1,086) 
$ 90,248 
$ (21 1 

241 

' $ (1.1751 
. ,  

, $ 129,547 
$ 1,281 

, $  26 
$ (7071 

I '  I '  I '  . I  

lother I $  33 I $ - I $  (331 
Other Compensation 
Overtime 
Personal Communication Devices 

Premium Time 
Productive Labor 

IProfessional Association Dues 
(Proiect Office 
lRen Labor Load-Incentive 

. .  
$ 6,940 $ 40,819 $ 33,879 
$ 39,331 $ 694 $ (38,637) 
$ (6) $ 3,540 $ 3,546 
$ (1) $ - $  I 
$ 27 $ - $  (271 
$ 680,285 $1,121,576 $ 441,291 
$ 48 $ 3 $  (451 
$ - $  - $  - 
$ 30,116 $ 41,782 $ 11,666 
$ 131,250 $ 213,946 $ 82,696 
$ 77 $ - $  (771 
$ 73 $ - $  (731 

I $  9 $  823 $ 814 
L I '  I '  1 .  

Space I $  - I $  202 I $ 202 
ITransportation Fleet Cost 

~ _ _ _ ~  

Water Use Costs 
FERC Account Reclasses 

$ 1,300 $ 83 $ (1,217) 
$ 12,487 $ - $ (12,487) 
$ - $  - $  - 

I '  I '  I '  

ITotal I $1.019.343 I $2,082.707 I $ 1,063.364 
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Materials $ 460,710 $ 532,543 

Mise O&M Credits $ (996) $ - $  
Network Services $ 10,935 $ 11 
Other $ 776 $ - $  

Materials - Chemical $ - $ 21,332 

FERC Account 502 - Steam Expenses 

$ 71,833 

996 
$ (10,924) 

(776) 

$ 21,332 

Employee Expenses $ 30,123 $ 53,112 1 
Environmental Permits & Fees $ 398,175 

Other Compensation 
Overtime 

$ 22,989 
!G 839.515 I $ 441.340 

$ 18,589 $ - $ (18;589j 
$ 363.851 $ 382,725 $ 18,874 

Equipment Rental $ 29 $ 1,004 $ 975 
I ncen t ive $ 1,922 !G - $ (1.9221 

Postage 
Premium Time 

. .  
IT Hardware Maintenance $ 29 $ - $  (29j 
IT Hardware Purchases $ 1,800 $ 7 $ (1,793) . 

$ 353.859 

. I  

$ 54 $ - 
$ 896 $ 41 2 

Lease Costs I $  193 I $ 354,052 I 

Professional Association Dues 

Reg Labor Load-Incentive 
Reg Labor Loading-NonProductiv 
isoftware Licenses 
Software Maintenance 
Software Purchases 
Transportation Fleet Cost 
Water Use Costs 
FERC Account Reclasses 

Project Off ice 
$ 286 $ - 
$ I $  - 
$ 149,237 $ 122,457 
$ 706,472 $ 758,298 
$ 460 $ - 
$ 76 $ - 
$ 50 $ - 
$ 10,580 $ 1,021 
$ 330,125 $ 294,051 
$ - $  - 

I '  I I 

1Personal Communication Devices I $  (2711 $ 103 I $ 130 I 

IProductive Labor i $3.666.388 i $3,802,631 i $ 136I2431 

I '  I I 

ITotal I$6.261.115 1$7,441,543 I $ 1,180,428 I 
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FERC Account 505 - Electric Expenses 
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FERC Account 506 - Miscellaneous Steam Power Expenses 
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FERC Account 513 - Maintenance of Electric Plant 
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FERC Account 548 - Generation Expenses 

Consultinn/Prof Svcs-Other 4 
Contract Labor 

~~ 

Contract LT Outside Vendor 
Distributed Systems Services 
Electric Use Costs 
Employee Expenses 
Environmental Permits & Fees 
Equipment Rental 
IT Hardware Purchases 
Lease Costs I $  17,283 
License Fees & Permits I $  - 
Materials I $  527 
Network Services I $  - 
Other I $  - 
Overtime I $  13,335 
Personal Communication Devices I $  - 

~~ 

Premium Time I $  - 
Productive Labor I $  206746 

~ ~~ 

Professional Association Dues $ - 
Reg Labor Load-Incentive $ 6,878 
Reg Labor Loading-NonProductiv $ 41,549 
Software Purchases $ - 
Space $ - 
Transportation Fleet Cost $ - 

I ’  

FERC Account Reclasses I $  - 
I ’  

Total I $  783.545 

329 I $ 325 I 
$ 685,059 $ 189,556 
$ 114,890 $ I 14,890 
$ - $  - 
$ 9,200 $ 9,200 
$ 2,188 $ 477 
$ - $  - 
$ 3 $  (6) 
$ - $  - 
$ 13,317 $ 
$ - $  - 
$ 44,117 $ 43,590 
$ - $  - 
$ 223 $ 223 
$ 14.274 I $ 939 I 

- I $  - I  
- I $  - I  

$ 5,050 $ (1,828) 
$ 42,319 $ 770 
$ - $  - 
$ - $  - 
$ - $  - 
$ - $  - 
$1.134.602 $ 351,057 
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FERC Account 549 - Miscellaneous Other Power Generation Expenses 

App Dev & Maint $ - $  - 
ConsultinglProf Svcs-Other $ 2,077 $ I $  (2,076) 
Contract Labor $ 4,482 $ 1,538 $ (2,944) 
Contract LT Outside Vendor $ 116 $ 4,744 $ 4,628 
Distributed Systems Services $ - $  - $  - 
Electric Use Costs $ 12,216 $ 58,286 $ 46,070 
Employee Expenses $ 2,832 $ 1,818 $ (1,094) 
Environmental Permits & Fees $ 7,000 $ 60,000 $ 53,000 
Equipment Rental $ 5 $  - $  (5) 
IT Hardware Purchases $ - $  - $  - 
Lease Costs $ 868 $ 668 $ (2001 
License Fees & Permits $ 1,720 $ 1,500 $ (2201 
Mainframe Services $ - $  - $  - 
Network Services $ - $  , $  
Other $ - $  - $  - 
Other Compensation $ - $  - $  - 

Materials $ 5,090 $ 981,985 $ 976,895 
- - 

Overtime - $  310 $ 31 0 
Personal Communication Devices $ I $  - $  (11 
Productive Labor $ 8,320 $ 13,300 $ 4,980 
Professional Association Dues $ - $  - $  - 
Reg Labor Load-Incentive $ 299 $ 336 $ 37 
Reg Labor Loading-NonProductiv $ 1,465 $ 2,375 $ 91 0 
 software Licenses $ - $  - $  - 
Software Purchases $ - $  - $  - 
Transportation Fleet Cost $ 8 $  21 $ 13 
Workforce Admin Expense $ - $  - $  - 
FERC Account Reclasses $ - $  - $  - 
ITotal 46.499 I $1,126,882 I $ 1,080,383 
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