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I.	INTRODUCTION


	A.	Qualifications


Q.	Please state your name and business address.


A.	My name is A. E. (Ed) Ethridge and my business address is 1701 N. Congress, Austin, Texas 78711-3326.


Q.	By whom are you employed and in what capacity?


A.	I am employed by the Public Utility Commission of Texas (Commission) as an Electrical Production Engineer. In the Industry Analysis Division, Office of Regulatory Affairs, my duties include participating in rulemakings and proceedings involving transmission lines, rates, service quality, and resource studies.


Q.	How long have you been employed by the Commission?


A.	I have been employed by the Commission since May 1992.


Q.	Please describe your educational background.


A.	I received my Bachelor of Science Degree in Electrical Engineering from the University of  Texas at Austin in 1958.


Q.	Please describe your professional experience.


A.	Prior to joining the Commission, I was employed for five years by LEMCO Engineers (International), Inc. as a project manager.  While with LEMCO, I managed the upgrade and expansion of an electrical distribution system, the materials and testing for a 500 kV transmission line project, the preparation of computer analyses of distribution feeders, and the preparation of distribution design standards.  During the period 1975 to 1983, I performed electric utility power system engineering work on a independent contract basis.  From 1958 to 1975 I was employed by Texas Electric Service Company in the positions of Transmission Engineer, Transmission Division Superintendent, and Manager of Safety.  Schedule AEE-1 is a resume of my professional work experience.  Schedule AEE-2 is a list of Commission proceedings in which I have testified.


Q.	Are you currently registered as a Professional Engineer?


A.	Yes.  My Texas registration number is 25280 and my California registration number is 10445.


	B.	Purpose of Testimony


Q.	What is the purpose of your testimony in this case?


A.	The purpose of my testimony is to address Part I, section A., Service Quality, and section C (2)(c) of the Commission’s Supplemental Preliminary Order dated March 7, 1997 in this docket.


	C.	Preliminary Order Issues Addressed in This Testimony


Q.	What issues have you addressed in your testimony?


A.	I have addressed the following issues identified in the Commission’s Supplemental Preliminary Order in this docket:


•	What is the current condition of EGS’ transmission and distribution systems? [Part I, Section A, Issue 1(b)]


•	What is the present and past record of investment and maintenance of the transmission and distribution systems? [Part I, Section A, Issue 1(b)]


•	Has EGS allocated sufficient resources and expenditures to and within its transmission and distribution functions as necessary to meet or exceed the proposed benchmark levels of service during the test year? [Part I, Section a, Issue 1(b)]


(	Has EGS been able to maintain an adequate level of reliability and safety despite the release of distribution operations and maintenance/construction personnel and transfers of persons with the same skills to EGS affiliates? [Part I, Section C, Issue 2(c)]


II.	CONCLUSIONS AND RECOMMENDATIONS


	A.	Condition of the EGS Transmission System


Q.	What conclusions have you reached regarding EGS’ transmission system in Texas?


A.	I have reached the following conclusions specific to EGS’ transmission system in Texas:


1.	The outage performance of EGS’ transmission lines for the years 1991 through part of 1997 is satisfactory with few instances of customer outages as a result of transmission line circuit breaker operations.


2.	The transmission system is composed of lines that were built or rehabilitated as early as 1924 to 1930, and approximately half of EGS’ lines were built or rehabilitated in the 1950’s and 1960’s.  Only 12% of EGS’ lines were built or rehabilitated in 1977 or later.


3.	The transmission system poles have had periodic inspections and treatment by Osmose Wood Preserving Company (Osmose), an independent contractor specializing in transmission and distribution pole maintenance, recorded as early as 1990 and 1991 but mostly in 1995 to 1997.  EGS has a transmission pole inspection and ground line treatment program that includes all transmission poles on an eight-year cycle.


4.	EGS’ transmission structures have had periodic maintenance consisting of climbing inspections and aerial patrols consistently and dating as early as 1990 and 1991 into 1997.


5.	EGS’ expenditures for transmission capital additions declined significantly from 1993 to 1994, but planned capital additions in 1997-2000 appear to be consistent with continued appropriate and normal system expansion.


6.	EGS’ expenditures for total transmission O&M expenses declined significantly from 1993 to 1994; expenditures for transmission overhead line operations and transmission overhead maintenance declined from 1993 to 1996 except for a slight rise in transmission maintenance expense in 1996.


7.	EGS’ employees’ record of safety for transmission and distribution O&M line personnel has improved.�  EGS’ lost-time injury frequency index, which is calculated by dividing total annual lost-time injury man-hours by total number of hours worked, rose from a 1992 level of .002650 to a level of .008073 in 1994.  This increase would be partly due to reduced total number of T&D O&M hours worked in 1994 due to fewer employees.  The index decreased in 1995 to .002599 and in 1996 to .001001.


�
Q.	Do you have any recommendations in regard to EGS’ transmission system?


A.	Yes.  I have the following recommendations:


(	EGS should not reduce its expenditures for transmission O&M at the expense of cutting necessary O&M activities and should return to more reasonable levels of overhead line operation and maintenance expenses consistent with its present O&M programs.


(	EGS should continue the level of expenditures estimated in its system improvements construction estimates.


(	EGS should continue its present programs for maintaining its transmission structures and equipment and the transmission right-of-ways.


	B.	Condition of EGS’ Distribution System


Q.	What conclusions have you reached regarding EGS’ distribution system after reviewing Drash Consulting Engineers’, Inc. (the contractor) report and the other information you have reviewed?


A.	I have reached the following conclusions specific to the EGS distribution system in Texas:


1.	EGS does not have a prudent and effective distribution system maintenance management policy in place.


2.	Extending the findings of the contractor to all of EGS’ distribution system, I conclude that it is reasonable to believe that there are a significant number of poles that have deficiencies on the EGS distribution system.  Although the distribution structures inspected were in an apparently acceptable condition, based upon a visual inspection, the level of deficiencies of the 582 structures surveyed were 7.8% in the Western II Region, 10.6% in the Western I Region, and 12.6% of the structures in the Gulf Region.


3.	I conclude from EGS’ distribution pole inspection and treatment program performed by Osmose in 1995 and 1996, which provided a sample of 37,233 poles, that approximately 28,968 poles (8.1% of the 357,632 poles not inspected) in the Texas portion could be classed as rejects, if the entire system were subjected to the same kind of inspection performed by Osmose.  Approximately 18,829 (65% of the rejected poles) could be unrestorable and could require replacement.  Approximately 10,139 of the poles rejected could be reinforced and would remain useful.  Refer to Attachment AEE-3, EGS’ 1995 and 1996 Distribution Pole Inspection and Treatment Data and Cost Estimates.


4.	Extending the state of the vegetation growth conditions observed by the contractor to all of EGS’ distribution right-of-ways, it is reasonable to believe that the same unacceptable conditions observed by the contractor could exist throughout EGS’ distribution system in Texas.  Locations that require vegetation maintenance ranged from 6.1% to 15.8% of the pole locations surveyed.  Extrapolating these results to all of EGS’s system, as little as 24,086 or as many as 62,388 pole locations could have unacceptable vegetation growth conditions.


5.	Based on the findings of the contractor, I conclude that most of the measures EGS takes to correct present day deficiencies are responses to work orders initialized by customer complaints or outage occurrences and most of the repair and upgrade work done is to correct deficiencies that have already caused outages and not to perform preventative maintenance.


Q.	What recommendations do you have?


A.	I have the following recommendations to be included in a final order in this proceeding:


(	Accelerate the planned maintenance on the distribution system poles and appurtenances in order to eliminate deficiencies and attain a more secure operational condition.  An accelerated program should be budgeted for a 5-year program of pole maintenance. Estimated total expenditures, including the costs for testing, treating, replacements, and reinforcing, are $36,228,392.


(	Significantly increase the level of vegetation maintenance on distribution line right-of-ways in the following manner:


(1)	On a high priority basis, budget for increased right-of-way clearing and trimming with a goal of eliminating deficiencies on right-of-ways as quickly as fiscal limitations will allow but no later than December 31,1999, or two calendar years from the date of the final order in this proceeding if a final order is entered after December 31,1997.


(2)	Increase the efficiency of right-of-way clearing methods.  Investigate and make cost comparisons between paying EGS’ vegetation management contractors on a brush-weight basis, and other methods, rather than EGS’ present method of paying on a brush-mile basis.


(	EGS should resume its present vegetation management program of maintenance of right-of-ways on the transmission and distribution systems immediately after present deficiencies have been eliminated.


(	EGS should report to the Commission quarterly with details of the progress of its accelerated maintenance and its routine proactive and reactive transmission and distribution maintenance performed during the quarter and should report any variance from the schedule, which should be submitted to the Commission after the final order is issued.


III.	METHODOLOGY


	A.	Background


Q.	Why has the Commission devoted additional effort to reliability and quality of service in this proceeding?


A.	The Commission is held responsible under the Public Utility Regulatory Act, Sec. 37.151, to take necessary steps to ensure that electric utility customers are provided continuous and adequate electric service�.  As the electric utility companies operating in Texas move toward retail competition, the Commission is faced with the task of ensuring that the utilities maintain a reasonable level of quality of service and a cost of service that is the lowest commensurate with meeting established quality of service benchmarks.  The Commission approved a supplemental preliminary order dated March 7, 1997, which required that the issue of the current condition of EGS’ transmission and distribution systems be addressed.


Q.	Please briefly describe the methodology applied to determine the present condition of EGS’ transmission and distribution systems in Texas in response to the Commission’s Supplemental Preliminary Order dated March 7, 1997.


A.	The approach is described in the following outline:


	1.	Proceed with discovery in the customary manner to obtain outage data and other information on EGS’ transmission and distribution systems.


	2.	In addition to discovery in the usual manner, make a preliminary survey of EGS’s distribution system in order to form a clear concept of the condition of the structures and extent of potentially outage causing vegetation growth on distribution line right-of-ways.


	3.	Hire a contractor to make a survey according to a Request for a Proposal prepared by Commission staff.  Require the selected contractor to submit a report and prepare testimony in this docket.


	4.	Based on statistical sampling techniques, specify a quantity of substations, structures, and feeders, whose locations are distributed uniformly across the EGS Texas system, to be surveyed by a contractor.  Based on an RFI response supplying the results of distribution pole inspections, tests, and treatments by Osmose in 1995 and 1996, determine how many poles would require treatment or be rejected, which would require replacing or reinforcing.


	5.	Analyze the contractor’s survey results and the information obtained through discovery and research, and write testimony to address the issues set out in the Commission’s Supplemental Preliminary Order.


Q.	Given the relatively small number of structures surveyed, why did the Commission hire a contractor to perform a survey of EGS’ distribution system when Commission staff could have performed the survey?


A.	Commission staff has a broad range of experience, but it does not possess sufficient specialized distribution facilities inspection experience or the financial and employee resources necessary for such a survey.


	B.	Contractor Tasks


Q.	What were the contractor’s tasks in the survey?


A.	Please refer to Attachment AEE-5, Request for Proposal (RFP), sent to prospective bidders on May 13, 1997.  The RFP required the proposing firm to show its understanding of the required tasks, the experience of the firm, the experience of personnel who would be assigned to work on the project, and a proposed schedule of the work.  The Commission staff chose 33 substations on the basis that they are distributed uniformly across EGS’ system.  From the 33 substations, the contractor inspected a specified number of structures on all the feeders originating in the 33 substations.  A total of 591 structures were specified to be inspected in the survey.�


Q.	How did the contractor perform these tasks?


A.	The contractor was required to write a professional report of his findings and draw conclusions from the field survey data and his review of EGS’ maintenance programs and procedures for handling trouble reports and outages.  The contractor was able to gain access to only 582 structures due to heavy vegetation on the right-of-ways of the other nine structures.  The contractor took note of deficiencies that could be visually detected on each structure inspected and also took note of the condition of the right-of-way at the location of each structure inspected.  Each inspector was accompanied by an EGS employee, who guided the inspector to each substation.  After the field work was completed, two inspectors visited EGS’ offices in Beaumont and studied EGS’ maintenance programs and procedures for handling trouble reports and outages. The contractor also sponsors Jesse Gonzalez, a professional engineer who has filed direct testimony and will be presented as a witness by the General Counsel.


	C.	Commission Staff Tasks


Q.	Did Commission staff inspect EGS distribution facilities?


A.	Yes.  Mel Eckhoff and I made separate inspections of distribution facilities in different parts of EGS’ service area in Texas.


�
Q.	Did Mr. Eckhoff prepare a report on his survey?


A.	Yes.  I read Mr. Eckhoff’s report of the inspections he made in his survey.


Q.	Please describe the inspections made by you and Mr. Eckhoff.


A.	Please refer to Attachment AEE-4, Map of EGS’ Texas System.  On May 12, I began my inspections in the Beaumont area and made random stops to inspect structures and the adjacent right-of-ways in the Vidor, Orange, Bridge City, Port Arthur, and Port Neches areas.  I then proceeded north from Beaumont and inspected facilities across the approximately northern portion of the system to the western limits of EGS’ service area.  In August, Mr. Eckhoff inspected facilities in the approximate remaining portion of EGS’ service area.  In the report of my inspections, I have documented 60 locations using street names and highway numbers.  My report is contained in Attachment AEE-6 of my testimony.


Q.	What conclusions have you made after reviewing the results of the surveys performed by you and Mr. Eckhoff?


A.	I conclude that the results of my survey and the results of the survey made by Mr. Eckhoff generally confirm the results and conclusions of the survey performed by the contractor.  Both my survey and Mr. Eckhoff’s survey show that the large majority of distribution system deficiencies was vegetation growing too close to the energized conductors on the distribution lines.  Please refer to Mr. Eckhoff’s testimony for the details of his survey.


�
Q.	Do you have any independent recommendation as a result of your review of your and Mr. Eckhoff’s surveys?


A.	No.  The surveys we made were to familiarize ourselves with the general condition of EGS’ distribution system and provide information to prepare the Commission’s RFP for a contractor to perform a survey of the EGS distribution system in Texas.


Q.	How do the Commission staff’s tasks fit into the Commission’s overall methodology?


A.	Generally, Mr. Eckhoff investigated all of EGS’ distribution feeder outage records from 1987 through 1996.  EGS’ records showed the results of calculating several reliability indices.  From this data, Mr. Eckhoff determined the best performing and the worst performing feeders on the EGS system.  Using the feeder outage data and the number of customer meters on each feeder, Mr. Eckhoff chose reliability benchmarks, with minimum acceptable values of 99.94 for ASAI and 3.8 for SAIFI.  Please refer to Mr. Eckhoff’s testimony in this proceeding for details of his analyses.


	Mr. J. D. Burrows analyzed data submitted by EGS in response to General Counsel’s 71st Request for Information, question MLE-849.  The data contained in this response was valuable in calculating the probability of the number of EGS’ Texas distribution system poles that need to be replaced or reinforced.  Please refer to his testimony for details of his probability calculations.


�
Q.	What were your tasks and how did they fit into the overall methodology?


A.	My main task was to prepare the RFP, after I made a preliminary survey of the EGS distribution system, and to administer the technical aspect of the survey project after the contract for services was executed.  My other tasks were to investigate and analyze changes in EGS’ distribution maintenance work force and investigate trends in EGS’ capital additions and transmission and distribution O&M expenditures.  Additionally, I evaluated the information, drew conclusions, and made recommendations regarding the condition of EGS’ distribution system.  I also investigated the technique of sound and bore testing and chemical treatment of wood poles, such as the technique used by Osmose.


Q.	Has the contractor chosen by the Commission completed his assignment?


A.	Not yet.  The contractor has completed the survey and has submitted his report.  The contractor will write and file his testimony in regard to the survey and deliver live testimony, when called upon to do so after the hearing begins.


Q.	What procedure did you follow when you made your preliminary survey of EGS’ distribution system?


A.	I had no prior knowledge of EGS’ distribution system prior to my survey.  My first step was to obtain information from EGS that would assist me in the survey.  I obtained some information from EGS before my survey and more information in a meeting with EGS personnel in Beaumont on Tuesday morning, May 13, 1997.  I inspected five locations late on May 12th, and after the meeting with EGS, I proceeded eastward along IH 10 toward Vidor making random stops along the way to Orange, Bridge City, and back to Port Arthur and Port Neches.  My usual inspection technique was to pull off the highway, identify poles as belonging to EGS from a tag marked “GSU”, look at a few locations, and make notes of the location and my findings before proceeding to another point.  I proceeded in this manner each day until I stopped for the night.  By Friday about noon, I had surveyed distribution structure locations across the northern part of EGS’ service area to Kosse, the westernmost point on EGS’ system.


Q.	What did your preliminary survey of EGS’ system reveal?


A.	My findings indicate a need for clearing of trees at 60% of the locations I surveyed.  This is higher than the results of the contractor’s survey, which included 582 structure locations, but it is clear to me that there is a vegetation management problem on EGS distribution right-of-ways.  I found few structure deficiencies perhaps because I am not an experienced distribution facilities inspector and because my survey did not cover a representative sample of the system.


�
IV.	EVALUATION OF THE COSTS OF CAPITAL ADDITIONS TO EGS’ TEXAS T&D AND GENERAL PLANT IN 1994-1996 RELATIVE TO THE COST OF ALL EGS’ CAPITAL ADDITIONS IN THE YEARS 1991-1996


	A.	Information Reviewed


Q.	What information did you review in regard to the adequacy of EGS’ transmission plant, distribution plant, and general plant expenditures for capital additions?


A.	I reviewed Federal Energy Regulatory Commission (FERC) Form 1 information filed by EGS for system-wide T&D capital additions 1991 to 1996 and EGS’ recent expenditures for the EGS Texas portion.  I also reviewed EGS’ response to General Counsel’s RFIs.�  Please refer to Figures 1 through 3 for graphical presentations of the trends of capital additions for FERC transmission, distribution, and general plant account totals for fiscal years (FY) 1991 through 1996.


	B.	Transmission Plant Capital Additions


Q.	What did the data reveal about EGS transmission plant capital additions?


A.	Based on the data received for 1994-1996 shown in Figure 1 on page 17, EGS’ year-end transmission plant capital additions for the Texas portion rose from $2.56 million in 1994 to $3.77 million in 1995 and to $11.1 million in 1996.  System-wide transmission plant expenditures rose from $4.76 million in 1994 to $11.2 million in 1995 to a high of $25.07 million in 1996.  EGS’ estimates for new transmission construction ranges from $18.86 million in 1997, down to $13.31 million in 1998, up to $20.78 million in 1999, and down to $ 15.65 million in 2000.


Q.	What conclusions have you drawn from your review of EGS’ transmission capital additions during the last few years?


A.	EGS reduced system-wide transmission plant additions from 1992 through 1994.  EGS then increased Texas transmission plant additions in 1995 and 1996 and increased its estimates for future Texas transmission construction to a higher level than in previous years, although the higher level appears to be more consistent with capital additions between 1991 and 1993.�  Please refer to Figure 1 for graphs of EGS’ system-wide transmission capital additions and in Texas only, based on data from EGS for years 1994-1996, and EGS’ system-wide transmission capital additions 1991 to 1993 based on data from EGS’ FERC Form 1 filings, which includes depreciation.�


Q.	Are EGS’ additions and planned additions to transmission plant 	adequate to maintain transmission system reliability?


A.	Yes.  My belief is based upon a meeting with EGS system planning personnel on May 30, 1997 in which we discussed EGS’ transmission system improvements.


� LINK Excel.Sheet.5 "\\\\EL\\VOL1\\ETHRIDGE\\TRANCAP.XLS" "" \a \p ���The estimated additions appear vital to the security of EGS’ transmission system and are planned to reinforce the system as the load increases on the EGS system.


	C.	Distribution Plant Capital Additions


Q.	What did the data reveal about EGS’ distribution plant capital additions?


A.	Figure 2 on page 19 shows that EGS’ system-wide distribution plant additions rose steadily from $33.99 million in 1991 to $48.92 million in 1993 (including depreciation) and from $68.30 million in 1994 to $74.12 million in 1996 (from EGS’ RFI’s); capital additions for the Texas portion declined from $45.48 million in 1994, to $36.73 million in 1995, and back up to $44.36 million in 1996 (for calendar years ending Dec. 31st).�


Q.	What conclusions have you drawn in regard to the adequacy of EGS’	distribution plant additions in recent year?


A.	In view of data that shows EGS’ declining expenditures for distribution plant additions in Texas from 1994 to 1995, the contractor’s report, and the fact that EGS has just recently begun some effort to assess the condition of its distribution structures, I conclude that EGS has an urgent need for an effective program of maintenance for its overhead lines and should begin an inspection, testing, and treatment program immediately.�


� LINK Excel.Sheet.5 "\\\\EL\\VOL1\\ETHRIDGE\\WYSIWYG\\DISCAP.XLS" "" \a \p ��� I conclude that such a program would be required to identify poles that are unfit for service or structures that have crossarms or appurtenances that need replacing, poles that can be treated, and poles that can be reinforced.


	I also conclude that EGS’ accounting system needs to be refined so that it has the capability to identify and separate expenditures for distribution pole replacements from different programs, such as from inspection programs, feeder upgrades, and general reliability blanket projects.�


	D.	General Plant Capital Additions


Q.	What did the data reveal about EGS’ general plant additions?


A.	Figure 3 on page 22 shows that EGS’ general plant additions dipped downward in 1994 to $3.16 million, then rose steeply to $26.24 million in 1995, then to $44.1 million in 1996.�  During this time capital additions for the Texas portion rose from $1.75 million in 1994 to $18.93 million in 1995, then to a level of $23.4 million in 1996.  The large increase during 1995 resulted from capital additions totaling $17.05 million for improvements to the Beaumont Edison Plaza office building in Beaumont.


�
Q.	What conclusions have you drawn in regard to the adequacy of EGS’ 	capital additions to general plant?


A.	According to information from EGS, EGS spent $22.3 million in 1994, 1995, and 1996 on the Beaumont Edison Plaza office building in downtown Beaumont while distribution additions were declining.�  I conclude that an effective distribution system maintenance program could have been begun in 1994, including the assessment of the condition of EGS’ distribution system and the replacement of poles that came later in 1995 and 1996.


V.	EVALUATION OF EGS’ EXPENDITURES FOR TEXAS T&D O&M IN 


	1994-1996 RELATIVE TO EGS’ SYSTEM-WIDE EXPENDITURES IN 	THE YEARS 1991-1996


	A.	Information Reviewed


Q.	What information did you review in regard to the adequacy of EGS’ transmission and distribution operations and maintenance expenditures?


A.	I reviewed FERC Form 1 information filed by EGS and eight other Texas investor-owned electric utilities for system-wide T&D O&M expenditures trends for the period 1991 to 1996; I reviewed responses to General Counsel’s requests for information to review trends of EGS’ T&D O&M expenditures for the Texas portion of EGS’ system.�


� LINK Excel.Sheet.5 "\\\\EL\\VOL1\\ETHRIDGE\\GPADD.XLS" "" \a \p ���Q.	How do the trends of EGS’ expenditures for T&D O&M compare with 	T&D O&M expenditures trends of other Texas investor-owned 	utilities?


A.	Figure 4 on page 25 shows graphs of transmission system-wide O&M expenditures for EGS and eight other Texas investor-owned utilities for the period 1990 through 1996.  Transmission O&M expenses follow a generally increasing trend since 1992.  Southwestern Electric Power Company (SWEPCO), Texas-New Mexico (TNP), and EGS reduced transmission O&M expenditures from 1995 to 1996.


	Figure 5 on page 26 shows graphs of distribution system-wide O&M expenditures for EGS and six other Texas investor-owned utilities for the same period.  The obvious trend of distribution O&M expenditures follows a generally downward trend since 1993.  Only SPS and TNP showed a gradually increasing trend in their distribution O&M expenditures for the period. Attachment AEE-9 is a table of the FERC Form 1 filing for EGS.


	B.	Transmission O&M Expenditures


Q.	What does the trend in EGS’ transmission O&M mean in relation to its effect on maintenance of the transmission system?


A.	The trend of the transmission O&M totals, which is a sum of expenditures charged to 14 FERC accounts, is not especially meaningful, because it does not reveal what has been charged to the eight FERC operations expense and the six FERC maintenance expense accounts.  Within the totals to operations and maintenance expenditures charged to the various FERC accounts, we learned what EGS did in the areas of maintenance of lines and structures and right-of-ways.


� LINK Excel.Sheet.5 "\\\\EL\\VOL1\\ETHRIDGE\\OMTRAN.XLS" "" \a \p ���� EMBED Excel.Sheet.5  ���Q.	How have EGS’ total transmission operation expenses and total


	transmission maintenance expenses varied since the merger?


A.	Figure 6 on page 28 graphs EGS’ system-wide expenditures for total transmission O&M expenses, EGS’ total operation transmission expenses, and EGS’ total maintenance transmission expenses over the period 1991-1996.  Graphs are also included for EGS’ system-wide charges to FERC Account 563, Transmission Overhead Line Operation Expenses and charges to FERC Account 571, Overhead Line Maintenance Expenses.  For both accounts 563 and 571, EGS reduced overhead line expenses since 1993.


	The charges to FERC Account 565, Transmission of Electricity by Others, created the greatest effect on total operation transmission expenses since it began in 1994 at $10.7 millions, increased to $11.5 millions in 1995, and to $13.4 millions in 1996.


Q.	What are your conclusions after review of EGS’ system-wide transmission O&M expenses?


A.	I conclude that EGS reduced overhead transmission line operation and maintenance expenses beginning in FY’s 1993 through 1996.


� LINK Excel.Sheet.5 "\\\\EL\\VOL1\\ETHRIDGE\\TRANOM1.XLS" "" \a \p ���


	C.	Distribution O&M Expenditures


Q.	How did trends of expenditures for maintenance of distribution structures and vegetation management of the total EGS distribution system compare to expenditures for the Texas portion of the EGS distribution system?


A.	EGS stated in its response to General Counsel’s 71st Request for Information, question MLE-853 that the requested data on EGS’ expenditures on its vegetation management program in Texas was not available for expenditures from 1990 through 1993 for the Texas portion.  In the same RFI response, EGS reported that it spent $4.990 million in 1994, $5.09 million in 1995, and $4.73 million in 1996 in Texas on its non-capital vegetation management program.


	EGS’ system-wide total charges to FERC account 593, the account for maintenance of overhead distribution lines, which includes vegetation management, were $12.9 million in 1995 and $14.7 million in 1996.


	EGS reported that total expenditures for distribution facilities inspections in 1995 and 1996 in Texas were $632,214 and $246,350 respectively.�  Of these totals, EGS reported $608,106 in 1995 and $163,607 in 1996 were spent on Osmose pole inspection, testing, and treatment, which means very little else was done to inspect EGS’ distribution facilities.


Q.	How have EGS’ system-wide expenditures for total distribution operation expenses and total distribution maintenance expenses varied since the merger?


A.	Figure 7 on page 31 is a graph of EGS’ total O&M expenses, total operation distribution expenses, and total maintenance distribution expenses over the period 1990-1996.  The system-wide reduction in distribution maintenance expenses from 1993 to 1996 is obvious while distribution operation expenses increased from 1994 to 1996.


	EGS charges to FERC Account 588, Miscellaneous Distribution Expense, accounted for the major effect in the increase in Total Distribution Operation Expense in 1995 and 1996.  Charges to Account 588 are from expenditures for distribution mapping, communications, and records.  Charges to Account 588 were just under $3 million from 1991-1993, there was a credit of $24,398 in 1994, then it increased to charges of $10.3 million in 1995 and $12.4 million in 1996.  If the 1993 level of expenditures for FERC Account 588 is continued in the years 1995 and 1996 and the unusually high expenditures of $10.35 and $12.42 million in 1995 and 1996 are removed, we see an overall reduction of $41.35 million in system-wide O&M expenditures from 1993 over the period 1994-1996.


Q.	What are your conclusions from these variations in EGS’ distribution O&M expenses?


A.	I conclude that EGS’ efforts for operations and maintenance of overhead distribution lines declined significantly during the period 1994-1996.


� EMBED Excel.Sheet.5  ���D.	Reduction of EGS’ Distribution O&M Work Force Over the 	Period 1994-1997


Q.	What information did you review in regard to the reduction of EGS’ distribution O&M and construction work force in recent years?


A.	I reviewed EGS’ responses to General Counsel’s requests for information (RFI), comments in the report prepared by the contractor hired by the Commisson to survey EGS’ distribution system, and EGS’ responses to the High Load Factor Commercial Customer Group’s (HLFCCG) requests for information.


Q.	How many experienced EGS distribution O&M personnel are no longer working in Texas as a result of transfers, layoffs, or other reasons since the merger with Entergy?


A.	According to EGS’ response to a Commission RFI, EGS terminated 95 employees who worked as distribution maintenance personnel between 1994 and 1996 and terminated an additional 26 distribution operations personnel between February 17, 1997 and March 1, 1997.�  EGS reported that one O&M person was transferred to Arkansas and three O&M personnel were transferred to Louisiana.  According to EGS’ response to a High Load Factor Commercial Customer Group’s RFI, the Vidor Service Center and the Silsbee construction crew headquarters were both closed, but both were reopened on April 1, 1997.�


Q.	How many new distribution maintenance employees have been hired during the period 1994 through the latest information you have for 1997?


A.	From 1994 through the end of 1996, EGS had gained 55 distribution maintenance contract employees, but the number of employees that left EGS was down by 95 distribution maintenance employees for a net loss of 40 employees.  In 1997, 26 more distribution operations personnel were lost to involuntary severance for a total net loss of 66 people.


Q.	Has EGS hired any other personnel that could replace all the experience and value of the 66 people who worked in distribution?


A.	EGS has hired personnel.  Please refer to Attachment AEE-7, Transfers and Releases of EGS Distribution O&M and Construction Employees in Texas and EGS New Hires 1994-1997.�  While we know little of their experience, seven new people were hired to work in the Beaumont Edison Plaza building in Beaumont, but the job descriptions indicated the jobs were executive, administrative, information technician, and clerical; nine new people were hired to work in Austin Government Affairs in Austin, but the job descriptions again indicated that they were executives, administrative, and clerical types.


Q.	What conclusions have you reached after you evaluated the information available to you?


A.	I conclude that EGS has lost 66 distribution maintenance and operations personnel with an average experience of over 18 years each.  I conclude that unless EGS hired back on contract 55 of the experienced people that it lost, it has lost an invaluable asset.  EGS probably has realized the effects of the loss of the experienced personnel.  It is the day-to-day contribution of such experienced people maintaining the substation equipment, the distribution structures, and right-of-ways and training new personnel that prevents deficiencies and lowers outage rates.  It is also the same experienced personnel that can do the job when disaster strikes, such as the storms that require the quick action of experienced maintenance personnel.  I question the wisdom of such a critical loss of experience to the manpower resources of EGS’ distribution operating system.


VI.	RESULTS OF FIELD INVESTIGATIONS AND INSPECTIONS


	A.	Contractor’s Inspection Report


Q.	Please identify the contractor chosen to assist the Commission in its evaluation of the current condition of EGS’ distribution system in Texas.


A.	The firm hired was Drash Consulting Engineers, Inc., whose office is located at 4926 Research Drive, San Antonio, Texas, 78240.


�
Q.	What was the basis for selecting the contractor?


A.	The contractor’s proposal was submitted as the Commission’s Request for Proposal (RFP) required.  Please refer to Attachment AEE-5, The Commission’s Request for Proposal.  Drash Consulting Engineers’, Inc. proposal indicated that it could perform the work required, and it met the experience and quality criteria set out in the RFP.�


Q.	Please briefly describe the work specified by the Commission and completed by the contractor.


A.	The contractor supplied and supervised experienced personnel who visually inspected 582 of 591 distribution poles specified on feeders supplied from 33 substations chosen by Commission Staff in the Western I, Western II, and Gulf regions of the EGS Texas system.�  When the contractor’s field inspectors reviewed each pole structure for deficiencies, they also inspected the right-of-way conditions at the same location.  Additionally, the contractor inspected EGS’s routine maintenance procedures and records and maintenance procedures and records resulting from reports of trouble on the distribution system of EGS’ Beaumont offices.  The contractor prepared a report of his findings and sponsored Jesse Gonzalez, a professional engineer, as a witness who will file direct testimony and deliver live testimony in Commission proceedings in this docket.


Q.	Did the contractor perform any invasive testing of wood poles to determine the internal condition of EGS’ distribution poles?


A.	No.  Commission staff decided that invasive testing, which requires core drilling and evaluating bore samples of the interior wood in poles, would not be specified in the contract due to the increased cost.  Instead, it was decided that to determine the condition of EGS’ poles, the Commission would rely on both the contractor’s visual inspections and data that EGS derived in 1995 and 1996 from work performed by Osmose, who inspected a total of 37,233 wood poles on EGS’ Texas distribution system.�  The number of poles inspected by Osmose is 9.4% of the total of 394,865 distribution poles in the Texas system.�


Q.	How does the lack of invasive testing affect the accuracy of the contractor’s findings in regard to the detection of poles that are decayed?


A.	Invasive testing can reveal decay of the interior of wood poles that cannot be detected by a visual inspection; therefore, in a visual survey, the number of poles detected that are decayed and need treating, reinforcing, or replacement would likely be lower than in a survey that includes sounding and boring of the poles.


Q.	Have you reviewed the report submitted by the contractor to the Commission?


A.	Yes.


Q.	What were the findings reported by the contractor in his report?


A.	Following is a summary of the findings of the contractor:


	(	Visual inspection revealed an aging overhead distribution system with most poles 30 years old and older; the deficiencies reported would indicate a large number of serious deficiencies over the entire system; EGS has no effective program of pole inspection and testing and treatment, reinforcing, or replacement of poles.


	(	Visual inspection revealed a high incidence of deficiencies in vegetation management on right-of-ways; there is an immediate need for vegetation overgrowth to be cleared; EGS’ written policy is not being followed or is not effective as written; there is a need for an accelerated program to begin immediately and for an effective program to be followed.


	Please refer to the testimony of Mr. Jesse Gonzalez and the contractor’s report for more details.


�
	B.	Summary of Commission Staff’s Report


Q.	What were the findings reported by the staff from its field investigation?


A.	The reason for the staff’s investigations were primarily to acquaint themselves with the condition of the EGS distribution system by making a broad survey that included both heavy industrial, urban residential, urban commercial, and rural customers.  Following is a summary of the staff’s findings:


	(	Staff saw evidence of the need for a more effective vegetation management program; staff documented all locations surveyed in its report; the staff surveys were completed in mid-May and August, which is well into the growing season for vegetation encountered on the right-of-ways.


	(	Staff identified a much lower incidence of structure deficiencies than the experienced personnel employed by the contractor.


	C.	Present Condition of EGS’ Transmission and Distribution 	Systems


Q.	Based on the report of the contractor, Mr. Eckhoff’s survey, your own survey, and your evaluation of data on EGS’ transmission and distribution systems, how would you describe the present condition of EGS’ T&D systems?


A.	Based on the data that I have reviewed, I would describe both the EGS overhead transmission and distribution systems in Texas as composed mostly of older structures that need a continuing preventative maintenance program of structure and pole inspection and pole testing, pole treatment, pole reinforcement, and pole replacement.�  Please refer to Attachment AEE-8, Paper on Ground Line Inspection and Preservative Retreatment of Wood Utility Poles, by Mr. James Pastoret, which includes a map prepared by the United States Department of Agriculture, Rural Electrification Administration (now Rural Utility Service) that shows decay severity zones for wood utility poles.  The map indicates that almost all of EGS’ service area in Texas is in Zone 5, the zone of highest decay severity for wood poles.  According to EGS, there is an existing ongoing program for wood poles on transmission structures that operates on an 8-year cycle.�  EGS states it is currently evaluating the results of the pole inspections performed by Osmose on the Texas distribution system in 1995 and 1996 and details on a plan have not been finalized.�


	I would describe the EGS’ transmission right-of-ways as in generally good condition in regard to vegetation management, but EGS cannot maintain sufficient vegetation management on the transmission system if it continues to reduce its expenditures for transmission overhead line maintenance and operation.  The control of vegetation on transmission right-of-ways is more critical than the control of vegetation on distribution feeder right-of-ways, because there is the potential of losing an entire distribution substation instead of a single distribution feeder.


	EGS should evaluate its present transmission right-of-way vegetation management program to prune every four years on rural floor maintenance, every 10 years on rural side trimming, and every three years on urban side trimming and adjust it as necessary to make it effective.  EGS should evaluate its present distribution right-of-way vegetation maintenance to prune every three years in urban areas and every six years in rural areas.  All right-of-ways in extremely high growth rate areas should be maintained on a basis that takes into account the growth rates.  No vegetation should be left hanging over energized conductors.


Q.	What recommendations do you have concerning EGS’ maintenance of its transmission and distribution systems?


A.	After investigating different techniques for determining the interior of wood poles, EGS should make a decision as to which pole testing technique appears to be the most cost-effective and begin an accelerated program of distribution system preventative maintenance immediately.  The poles included in this program would be all wood distribution poles including the poles tested by Osmose for EGS in 1995 and 1996.  This program would include pole testing, chemical treatment of poles as required, reinforcing of poles that are restorable, and replacement of unfit poles, crossarms, and appurtenances.  The program would begin no later than December 31, 1997, or the date of the final order in this proceeding if entered after December 31, 1997 and would be finished at the end of five years.  The poles inspected in 1995 and 1996 and the remainder of the poles inspected during the accelerated program would be reinspected on an 8-year cycle, which is the same reinspection period for EGS’ transmission poles.


VII.	RELATIONSHIP OF O&M EXPENDITURES, OUTAGE DATA, AND CONDITION OF THE SYSTEM


Q.	How does the outage data reviewed and evaluated by Mr. Eckhoff relate to EGS’ distribution O&M expenditures?


A.	There is not a definite correlation between EGS’ declining expenditures for distribution O&M and the trends of the ASAI and SAIFI indices Mr. Eckhoff will be recommending to be used to judge the performance of distribution feeders.  Please refer to Mr. Eckhoff’s testimony.


Q.	What will be the consequences if EGS’ expenditures for distribution O&M continue to decline?


A.	EGS cannot continue to spend less on distribution O&M without experiencing adverse effects to the reliability of service to its customers.


Q.	Does this conclude your testimony?


A.	Yes.


� 	EGS’ response to General Counsel’s 130th Request for Information, question AEE-1277.


� 	75th Leg., R.S. ch. 166, (1, 1997 Tex. Sess. Law Serv. 713 (Vernon) (to be codified at TEX. UTIL. CODE ANN. (( 11.001--63.063).


� 	See the testimony of J. D. Burrows for an explanation of the statistical principles behind and further details of the survey methodology.


� 	EGS’ response to General Counsel’s 128th and 144th Requests for Information, questions AEE-1269, 1270, and 1422.


� 	EGS’ response to General Counsel’s 136th Request for Information, question AEE-1385.


� 	EGS’ response to General Counsel’s 128th and 144th Requests for Information, questions AEE-1269, AEE-1270, and AE-1422.


� 	EGS’ response to General Counsel’s 128th and 144th Requests for Information, questions AEE-1269, AEE-1270, and AEE-1422.


� 	EGS’ response to General Counsel’s 128th and 144th Requests for Information, questions AEE-1269, AEE-1270, and AEE-1422.


� 	EGS’ response to General Counsel’s 142nd Request for Information, question AEE-1417.


� 	EGS’ response to General Counsel’s 128th and 144th Requests for Information, questions AEE-1269, AEE-1270, and AEE-1422.


� 	EGS’ response to General Counsel’s 128th and 144th Requests for Information, questions AEE-1269, AEE-1270, and AEE-1422.


� 	EGS’ response to General Counsel’s 71st, 136th, and 140th Requests for Information, questions MLE-849, MLE-852, MLE-853, MLE-863, AEE-1386, and AEE-1405 and Attachment AEE-9.


� 	EGS’ response to General Counsel’s 71st Request for Information, question MLE-853(d).


� 	EGS’ response to General Counsel’s 130th Request for Information, question AEE-1276.


� 	EGS’ response to the HLFCCG’s 7th Request for Information, question No. 32.


� 	EGS’ response to General Counsel’s 130th Request for Information, question AEE-1276.


� 	Refer to Attachment AEE-5.


� 	The statistical sampling basis for selecting the specified number of poles and substations to be surveyed has been addressed in the direct testimony in the Competitive Issues Phase of Docket No. 16705 prepared by J. D. Burrows, Staff Economist.





� 	Refer to Attachment AEE-3.


� 	EGS’ response to General Counsel’s 71st Request for Information, question MLE-849.


� 	EGS’ response to General Counsel’s 136th Request for Information, question AEE-1386.


� 	EGS’ response to General Counsel’s 140th Request for Information, question AEE-1406.


� 	EGS’ response to General Counsel’s 140th Request for Information, question AEE-1406.
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