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WIND ENERGY TRANSMISSON TEXAS, LLC'S RESPONSE TO
THE STEERING COMMITTEE OF CITIES SERVED BY ONCOR'S `- ^

SIXTH REQUEST FOR INFORMATION

TO THE HONORABLE PUBLIC UTILITY COMMISSION OF TEXAS:

Wind Energy Transmission Texas, LLC ("WETT") files this Response to the

aforementioned requests for information.

1. PROCEDURAL HISTORY

WETT received Cities' Sixth RFIs by fax on October 30, 2012. Pursuant to P.U.C.

PROC. R. 22.144(d), these Responses are timely filed on or before November 19, 2012.

II. WRITTEN RESPONSES

Attached hereto and incorporated herein by reference are WETT's written responses to

the aforementioned requests for information. Each such response is set forth separately beneath a

restatement of the relevant request. Such responses are made without waiver of WETT's right to

contest the admissibility of any such matters upon hearing. WETT hereby stipulates that its

responses may be treated by all parties exactly as if they were filed under oath.

III. INSPECTIONS

In those instances where materials are to be made available for inspection by request or in

lieu of a written response, the attached response will so state. For those materials that a response

indicates may be inspected at WETT's voluminous room, please call at least 24 hours in advance

for an appointment in order to assure that there is sufficient space and someone available to

accommodate your inspection. To make an appointment at the WETT voluminous room located

at 210 Barton Springs Road, Suite 150, Austin, Texas 78704, please call Carrie Marchese at

(512) 807-2492.

`^b
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Respectfully submitted,

NAMAN, HOWELL, SMITH & LEE, PLLC
8310 Capital of Texas Highway, North
Suite 490
Austin, Texas 78731
(512) 479-0300 TELEPHONE
(512) 474-1903 FACSIMILE

BY:
Dennis W. Donle
State Bar No. 24004620
Stephen F. Morris
State Bar No. 14501600
Christopher Malish
State Bar Number 00791164
Stephanie S. Potter
State Bar No. 24065923

ATTORNEYS FOR WIND ENERGY
TRANSMISSION TEXAS, LLC

CERTIFICATE OF SERVICE

I certify that a true and correct copy of the foregoing document was served on all parties
of record on this 19`h day of November 2012.

Dennis W. Donl , .
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WIND ENERGY TRANSMISSON TEXAS, LLC'S RESPONSE TO
THE STEERING COMMITTEE OF CITIES SERVED BY WETT'S

SIXTH REOUEST FOR INFORMATION

QUESTION LK 6-1:

Refer to the Company's response to Cities RFI No. 3-1(a):

a. Please provide a timeline for the ad valorem tax, including the valuation date, the
recording of a liability, recording of any related regulatory asset, recording of
expense, and actual payments. Provide a copy of all statutes or rules relied on for
the valuation date and payment date.

b. Please provide the Company's proposed accounting entries by month from the
date the liability is incurred until the liability is paid in the following year
consistent with the timeline provided in response to part (a) of this question. The
accounting entries include the liability, any regulatory asset, expense, and
payment.'

c. When is the liability recorded on the Company's accounting books and how does
that date relate to the valuation date? For example, if the valuation date is January
1, then is the liability recorded in January's accounting entries? Please explain
your response.

d. If the liability is recognized in the January accounting entries, then does the
Company record an offsetting regulatory asset? Please explain your response.

e. When and over what period is the liability amortized on its accounting books? Is
the liability relieved when the payment is made in the following year?

f. When and over what period is the regulatory asset amortized on its accounting
books?

g. Please explain how the expense is computed based on the liability determined at
the valuation date.

h. Please explain why the Company presently does not recognize property tax
expense monthly and only includes the property tax expense in CWIP when paid,
as was the case in May 2012.

i. Please confirm that the property tax expense paid in May 2012 was based on the
January 1, 2011 valuation. If this is not correct, then please provide the correct
information.
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RESPONSE:

a. The taxable value of property in Texas is its fair market value on January 1 of the tax
year. The ad valorem tax rates for the tax year are normally set in late summer/early fall
(August-September) by each taxing jurisdiction. Property tax bills are usually sent out by
county tax collectors in the fall (September-October). Property taxes are due no later
than January 31 of the year following the tax year, with discounts occasionally being
offered for early payment. Once WETT begins operations, it expects to accrue monthly a
pro-rata share of the estimated property taxes for the tax year, with the accrual being
"trued-up" in the fall when tax bills are received. The property tax liability will be
removed from the books when the tax bill is paid. This response is based upon Dr.
Fairchild's knowledge of Texas property tax practices and requirements and discussions
with WETT's controller.

b. Once WETT becomes operational, it expects to make the following entries related to
property taxes: Monthly accrual-debit tax expense, credit tax liability; Tax payment-
debit tax liability, credit cash.

c. See response to LK 6-1(a) above. The valuation date of the property is January 1 of the
tax year, but the tax liability is expected to be accrued ratably over the tax year.

d. The tax expense and liability is not expected to be recognized at January 1; rather, they
will be accrued ratably over the tax year.

e. See response to LK 6-1(a) above. The liability will be recorded monthly over the tax
year as the tax expense is accrued. The liability will be debited whenever a tax payment
is made (whether early to take advantage of a discount, when it is due, or when paid late).

f. No property taxes have been or are expected to be recorded as a regulatory asset on
WETT's books.

g. See responses to LK 6-1(a), (b), (c), (d), (e), and (f) above.

h. WETT has not accrued property taxes thus far because the amounts have been relatively
minimal and all property taxes are ultimately being capitalized into Account 107 -
Construction Work in Progress. Once WETT begins operations, property taxes will
become a significant expense item and the matching of revenues and expenses over time
will become important. At that time, WETT expects to accrue monthly a pro-rata share
of the estimated of property taxes for the tax year.

The taxes paid in May 2012 xelated to two properties in Scurry County and were for the
2011 tax year. Consistent with the response to Cities LK 6-1(a) above, the valuation date
of the Scurry County properties was January 1, 2011 and the taxes were due on or before
January 31, 2012. For whatever reason, WETT has no record of having received the tax
bills from Scurry County for these properties for the 2011 tax year until a "Second
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Notice" was received from the Tax Assessor Collector in the spring of 2012, at which
time WETT paid the then-due amount of $157.99 and $2,093.78.

Preparer: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

Sponsor: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.
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QUESTION LK 6-2:

Refer to the Company's response to Cities RFI No. 3-1(b):

a. Please provide the accounting entries by month for the ad valorem tax expense on
general plant, including the liability, any offsetting regulatory asset, expense, and
payments. In addition, please provide a copy of the "tax bill" showing that it was
based on the assessed value of plant as of January 1, 2010, rather than at December
31, 2009 or some other date.

b. Please explain why the ad valorem tax on general plant was paid in December 2010
based on a valuation date of January 1, 2010 and the ad valorem tax on the CCN1-2
transmission assets first was paid in May 2012, according to the Company's response
to Cities RFI No. 3-1(a).

RESPONSE:

a. The entry made on WETT's accounting books for the $3,641.60 of Travis County 2010
property taxes recorded in November 2010 and paid in December 2010 was to debit
Taxes Other than Income and credit Cash (the balance in Taxes Other than Income was
later reversed and charged to Construction Work in Progress). A copy of the tax bill
stating that this amount is for "2010" taxes is attached. While the tax bill does not state
the date of the $114,014 valuation, under Texas law, it was as of January 1, 2010.

b. The Travis County 2010 tax bill, which was calculated by taxing authorities as the
product of the 2010 tax rates times the value of property at January 1, 2010, was paid
timely in December 2010. As noted in the response to Cities LK 6-1(i) above, the Scurry
County tax bill was not paid at approximately the same time of the year because WETT
has no record of having received the 2011 tax bill in the fall of 2011. When WETT
received a "Second Notice" tax bill in May 2012, it paid the property taxes promptly.

Preparer: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

Sponsor: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc
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Wind Energy Transmission Texas, LLC
Docket No 40606
Attachment to Cities 6-2(a)

s^Q^r
Nelda 'Wells Spears Travis County Tax Office

P.O. BOX 149328 Tax
RECEIVED NOV 12 201 110

Tax Assessor Collector
Austin, TX 78714-9328 5501 Airport Blvd.

(512) 854-9473 voice Austin, TX 78751-1410
(512) 854-9235 fax

10/19/2010
TRAVIS COUNTY TAX STATEMENT

SI USTED NECESITA AYUDA EN ESPANOL, LLAMENOS AL (512) 854-9473

State law AUTOMATICALLY places a tax lien on property on January I of each year to insure that taxes are paid. The lien remains on
the property until the tax, penalties, and other charges are PAID IN FULL. (Sec. 32.01 of the Texas Property Tax Code.)

Failure to receive the tax bill required by this section does not affect the validity of the tax, penalty, or interest, the due date, the exis-
tence of a tax lien, or any procedure instituted to collect a tax. (Sec. 31.01(g) of the Texas Property Tax Code.)

For the current year taxes, YOU HAVE from the time the tax bill is mailed UNTIL JANUARY 31 TO PAY your taxes without penalty
or interest. If you don't make your FULL tax payment by January 31, you will be charged penalty and interest starting February 1
and run a high risk of being sued or having your prop^erry seized after that time. PENALTY is imposed at the statutory rate of 6%
on the lst day of the month of delinquency and will increase i% each month thereafter, reaching the maxiam of 12% by July 1. In
addition to penalty, INTEREST is imposed at the statutory rate of 1% on the I st day of the month of delinquency and will increase 1%
each month thereafter. The Tax Collector DOES NOT HAVE LEGAL AUTHORITY TO FORGIVE OR WANE any penalty or inter-
est charge on a delinquent tax.

IF YOU ARE 65 YEARS OF AGE OR OLDER OR ARE DISABLED AND THE PROPERTY DESCRIBED IN THIS DOCUMENT
IS YOUR RESIDENCE HOMESTEAD, YOU SHOULD CONTACT THE APPRAISAL DISTRICT REGARDING ANY ENTITLE-
MENT YOU MAY HAVE TO A POSTPONEMENT IN THE PAYMENT OF TIIESE TAXES. (Sec. 33.045(a) of the Texas Property
Tax Code.)

You may pay property taxes (current, delinquent, and partial payments) online at www.fraviscountytax.org with an American Ex-
press, Visa, MasterCard, or Discover credit or debit card, or by electronic check from your bank account. You may also make a credit
card payment via telephone at (512) 854-9473 or in person. All payments made with credit or debit cards, electronic checks, whether
by phone, internet or in person, will include an additional fee. Mailed credit card payments are not accepted.

CONTINUED ON BACK
EXEMPTION CODES:

THIS IS YOUR 2010 PROPERTY TAX NOTICE.
:, ^ ^µ ^ ^€r ;^,anr^T

AUSTIN ISO
CITY OF AUSTIN (TRAV)

TRAVIS COUNTY
CENTRAL HEALTH

ACC (TRAVIS)

r • 111
L'1 L^`^i ^^ L7'• :f

THE APPRAISED VALUE IS, 114.014
1,7

114,014 I1.227000 1,398.95
114,014 I .457100 521.16
11 ,^0.14

!

1.46 qQ^QT 531.08 '-.
b{t 9^0.0 81 . 98

114,014 . 095100 108.43

847409
III

^ ^.`c=

kA t74 P 17^ ., 7 17, 1 14b ,

WIND ENERGY TRANSMISSION TX LLC
PO BOX 519
AUSTIN TX 78767-0519

- ^ ^- ^ta PROPER -; - :3i.s6:R'^' i .O^s:M

210 BARTON SPRINGS RD AUSTIN

PERSONAL ' PROE'ERTY COMMERCIAL WIND ENERGY . - .
TRANSMISSION TEXAS . . . . . _,

--^ A GM^ svi r:^LM E^: C^a tc r -

97-8705-5000-0000

1/31/2011 1 2,641.60

DETACH AND RETURN BOTTOM COUPON WITH YOUR PAYMENT----------------------------------------------------- -------------- --.------------- •--------•--------------
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QUESTION LK 6-3:

Refer to the Company's response to Cities RFI No. 4-2(a) and the reference to the response to
Cities RFI No. 3-4. The response to Cities RFI No. 3-4 does not provide the requested
information. Please provide a complete and accurate response to Cities RFI No. 4-2, and more
specifically, "all evidence" in support of Dr. Fairchild's claim at page 24, lines 9-12 that "neither
... nor the taxable entities to which its [WETT's] income flows is eligible to file a consolidated
tax return."

RESPONSE:

Please refer to the response to Cities LK 6-5 below.

Preparer: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

Sponsor: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.
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QUESTION LK 6-4:

Refer to the Company's response to Cities RFI No. 4-2(b) and the claim that Dr. Fairchild
inquired of "WETT management." Please identify to whom the inquiry was made, when it was
made, what the questions were, and provide a copy of all notes and all other documents obtained
before, during, or after the inquiry related to this specific issue.

RESPONSE:

It is Dr. Fairchild's recollection that his inquiry of WETT management was at the Board
of Manager's meeting on November 15, 2011. This meeting was attended by Board members
representing each of WETT's owners, WETT employees, and regulatory counsel for WETT. Dr.
Fairchild specifically inquired as to whether and how the income of WETT would be taxed for
U.S. federal income tax purposes. He also specifically inquired as to whether WETT or an
upstream owner would be included as part of a consolidated tax return. Board members
representing both owners advised Dr. Fairchild that the income WETT distributed to owners
would be subject to U.S. federal income tax, payable by upstream U.S. corporations established
by each owner. They also advised Dr. Fairchild that neither of these U.S. corporations would be
included in a consolidated tax return. Dr. Fairchild took no notes of the meeting. As Dr.
Fairchild stated in response to Cities LK 4-2(b), he subsequently requested confirmation of this
information from counsel; namely, Stephen F. Morris of Naman, Howell, Smith & Lee, PLLC,
which he received.

Preparer: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

Sponsor: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

.a. .
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QUESTION LK 6-5:_

Refer to the Company's response to Cities RFI No. 4-2(c). The question sought a copy of all
documents. The response referred to the response to part (b) of the question, which sought the
identity of the counsel(s) who provided the advice cited by Dr. Fairchild. The response to part
(b) did not reference or provide any documents. Please provide a complete and accurate
response to Cities RFI No. 4-2(c). If there are no responsive documents, then please so state.

RESPONSE:

As an LLC, WETT is treated as a disregarded or pass-through entity for federal income
tax purposes. As such, it is not eligible to file a consolidated tax return because only a
corporation is eligible to avail itself of the privilege of filing a consolidated tax return under
Section 1501 of the tax code. Furthermore, Exhibit WM-4 of Mr. Morton's Direct Testimony (a
WETT organization chart) indicates that WETT is owned equally by Isolux and Brookfield.
Accordingly, it is not eligible to file a consolidated tax return because Section 1504 has an 80%
ownership requirement in order to file such a return. Please refer to the attached e-mail and
attachment from Stephen F. Morris dated May 29, 2012. Aside from this e-mail and the attached
tax code provisions, which are also publically available, the only responsive document is Exhibit
WM-4, which has already been provided.

Preparer: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

Sponsor: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.
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From: Steve Morris
Sent: Thursday, November 15, 2012 434 PM
To: Chris Malish
Subject: FW: Fairchild -- Workpapers

From: Steve Morris
Sent: Tuesday, May 29, 2012 5:40 PM
To: 'Bruce N. Fairchild'; 'Christina ilckhofP
Cc: Stephanie S. Potter; Blair McCartney
Subject: Fairchild -- Workpapers

Bruce -

Docket No 40606
Attachment to Cities' LK 6-5

Attached are Sections 1501 and 1504 of the internal Revenue Code. These sections set out the requirements in order
for a group of companies to file a consolidated tax return. As noted in Section 1504, WETT does not meet the 80%
ownership requirement in order to qualify as being part of an affiliated group eligible to file a consolidated return.

Thanks

Steve Morris

1
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Docket No. 40606
Attachment to Cities' LK 6-5

Sec. 1501. Privilege to file consolidated
returns

TITLE 26, Subtitle A, CHAPTER 6, Subchapter A, Sec. 1501.

An affiliated group of corporations shall, subject to the provisions of this chapter, have
the privilege of making a consolidated return with respect to the income tax imposed by
chapter 1 for the taxable year in lieu of separate returns. The making of a consolidated
return shall be upon the condition that all corporations which at any time during the
taxable year have been members of the affiliated group consent to all the consolidated
return regulations prescribed under section 1502 prior to the last day prescribed by law
for the filing of such return. The making of a consolidated return shall be considered as
such consent. In the case of a corporation which is a member of the affiliated group for
a fractional part of the year, the consolidated return shall include the income of such
corporation for such part of the year as it is a member of the affiliated group.

Page 2 12
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Docket No. 40606
Attachment to Cities' LK 6-5

Sec. 1504. Definitions

(a) Affiliated group defined
For purposes of this subtitle -

(1) In general
The term "affiliated group" means -

(A) 1 or more chains of includible corporations connected through stock ownership with
a common parent corporation which is an includible corporation, but only if -

(B)

(i) the common parent owns directly stock meeting the requirements of paragraph (2) in
at least I of the other includible corporations, and

(n) stock meeting the requirements of paragraph (2) in each of the includible
corporations (except the common parent) is owned directly by 1 or more of the other
includible corporations.

(2) 80-percent voting and value test
The ownership of stock of any corporation meets the requirements of this paragraph if
it -

(A) possesses at least 80 percent of the total voting power of the stock of such
corporation, and

(B) has a value equal to at least 80 percent of the total value of the stock of such
corporation.

(3) 5 years must elapse before reconsolidation

(A) In general
if -

(i) a corporation is included (or required to be included) in a consolidated return filed by
an affiliated group for a taxable year which includes any period after December 31,
1984, and

(if) such corporation ceases to be a member of such group in a taxable year beginning
after December 31, 1984, with respect to periods after such cessation, such
corporation (and any successor of such corporation) may not be included in any
consolidated return filed by the affiliated group (or by another affiliated group with
the same common parent or a successor of such common parent) before the 61 st
month beginning after its first taxable year in which it ceased to be a member of
such affiliated group.

(B) Secretary may waive application of subparagraph (A)
The Secretary may waive the application of subparagraph (A) to any corporation for
any period subject to such conditions as the Secretary may prescribe.

(4) Stock not to include certain preferred stock
For purposes of this subsection, the term "stock" does not include any stock which -
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vvina energy i ransmission i exas, LLI,.
Docket No. 40606
Attachment to Cities' LK 6-5

(A) is not entitled to vote,

(B) is limited and preferred as to dividends and does not participate in corporate growth
to any significant extent,

(C) has redemption and liquidation rights which do not exceed the issue price of such
stock (except for a reasonable redemption or liquidation premium), and

(D) is not convertible into another class of stock.

(5) Regulations

The Secretary shall prescribe such regulations as may be necessary or appropriate to
carry out the purposes of this subsection, including (but not limited to) regulations -

(A) which treat warrants, obligations convertible into stock, and other similar interests as
stock, and stock as not stock,

(B) which treat options to acquire or sell stock as having been exercised,

(C) which provide that the requirements of paragraph (2)(B) shall be treated as met if the
affiliated group, in reliance on a good faith determination of value, treated such
requirements as met,

(D) which disregard an inadvertent ceasing to meet the requirements of paragraph (2)(B)
by reason of changes in relative values of different classes of stock,

(E) which provide that transfers of stock within the group shall not be taken into account
in determining whether a corporation ceases to be a member of an affiliated group,
and

(F) which disregard changes in voting power to the extent such changes are
disproportionate to related changes in value.

(b) Definition of "includible corporation"
As used in this chapter, the term "includible corporation" means any corporation except

(1) Corporations exempt from taxation under section 501.

(2) Insurance companies subject to taxation under section 801.

(3) Foreign corporations.

(4) Corporations with respect to which an election under section 936 (relating to
possession tax credit) is in effect for the taxable year. [(5) Repealed. Pub. L. 94-455,
title X, Sec. 1053(d)(2), Oct. 4, 1976, 90 Stat. 1649.]

(6) Regulated investment companies and real estate investment trusts subject to tax under
subchapter M of chapter 1.

(7) A DISC (as defined in section 992(a)(1)).

(8) An S corporation. _

(c) Includible insurance companies
Notwithstanding the provisions of paragraph (2) of subsection (b) -
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Docket No 40606
Attachment to Cities' LK 6-5

(1) Two or more domestic insurance companies each of which is subject to tax under
section 801 shall be treated as includible corporations for purposes of applying
subsection (a) to such insurance companies alone.

(2)

(A) If an affiliated group (determined without regard to subsection (b)(2)) includes one
or more domestic insurance companies taxed under section 801, the common parent
of such group may elect (pursuant to regulations prescribed by the Secretary) to treat
all such companies as includible corporations for purposes of applying subsection (a)
except that no such company shall be so treated until it has been a member of the
affiliated group for the 5 taxable years immediately preceding the taxable year for
which the consolidated return is filed.

(B) If an election under this paragraph is in effect for a taxable year -

(i) section 243(b)(3) and the exception provided under section 243(b)(2) with respect to
subsections (b)(2) and (c) of this section,

(ii) section 542(b)(5), and

(iii) subsection (a)(4) and (b)(2)(D) of section 1563, and the reference to section
1563(b)(2)(D) contained in section 1563(b)(3)(C), shall not be effective for such
taxable year.

(d) Subsidiary formed to comply with foreign law
In the case of a domestic corporation owning or controlling, directly or indirectly, 100
percent of the capital stock (exclusive of directors' qualifying shares) of a corporation
organized under the laws of a contiguous foreign country and maintained solely for the
purpose of complying with the laws of such country as to title and operation of
property, such foreign corporation may, at the option of the domestic corporation, be
treated for the purpose of this subtitle as a domestic corporation.

(e) Includible tax-exempt organizations
Despite the provisions of paragraph (1) of subsection (b), two or more organizations
exempt from taxation under section 501, one or more of which is described in section
501(c)(2) and the others of which derive income from such 501(c)(2) organizations,
shall be considered as includible corporations for the purpose of the application of
subsection (a) to such organizations alone.

(f) Special rule for certain amounts derived from a corporation
previously treated as a DISC
In determining the consolidated taxable income of an affiliated group for any taxable
year beginning after December 31, 1984, a corporation which had been a DISC and
which would otherwise be a member of such group shall not be treated as such a
member with respect to -

(1) any distribution (or deemed distribution) of accumulated DISC income which was not
treated as previously taxed income under section 805(b)(2)(A) of the Tax Reform Act
of 1984, and

(2) any amount treated as received under section 805(b)(3) of such Act.
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QUESTION LK 6-6:

Refer to the Company's response to Cities RFI No. 4-2(d). Please confirm that the full extent of
Dr. Fairchild's or any other witness' inquiry into whether WETT or the taxable entities to which
its income flows are eligible to file a consolidated tax return was Dr. Fairchild's inquiry of
"WETT management" and the advice he received from counsel Stephen F. Morris. If there was
any other inquiry or any other analysis, then please describe each such inquiry and/or analysis
and provide a copy of all documents and correspondence. In addition, please describe the tax
expertise of each "WETT management" person who provided this advice to Dr. Fairchild;
identify and describe the source of any information relied on by each such person; and provide a
copy of all written analyses and information each such person relied on to obtain and/or provide
this advice to Dr. Fairchild.

RESPONSE:

Dr. Fairchild confirms that his inquiry was limited as described by the responses to RFIs
LK 6-3 to 6-5, above. Dr. Fairchild did not make, nor was it necessary for him to make, any
inquiry about the "tax expertise" of any WETT management person, though he understands Mr.
Morris is a CPA and has an LLM in tax. There are no documents or correspondence responsive
to this request other than that provided in response to Cities LK 6-5 above.

Preparer: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

Sponsor: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.
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QUESTION LK 6-7:

Refer to the Company's response to Cities RFI No. 4-3 wherein the Company states that the
Affiliate Service Agreements and the Consultant Services Agreement do not address the
allocation of affiliate income tax expense to WETT:

a. Does the Company agree that WETT itself will not incur income tax expense and will
not record income tax expense on its accounting books? If the Company does not
agree, then please explain how WETT will incur income tax expense and on what
basis it will record income tax expense on its accounting books.

b. Does the Company agree that WETT will not incur income tax expense through
transactions with and charges from affiliates? If the Company agrees, then please
confirm that the upstream affiliates who are taxpayers will incur income tax expense
and record income tax expense on their accounting books and will not push down the
expense to WETT through affiliate transactions and charges.

RESPONSE:

This question is the subject of a pending objection.

Preparer: Wayne Morton Title: General Manger, Wind Energy Transmission Texas

Sponsor: Wayne Morton Title: General Manger, Wind Energy Transmission Texas
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QUESTION LK 6-8:

Please provide a copy of all analyses performed by or on behalf of the Company analyzing the
ability to use bonus depreciation and/or the quantification of bonus depreciation when its
transmission assets are placed in service.

RESPONSE:

There are no documents responsive to this request.

Preparer: Wayne Morton Title: General Manger, Wind Energy Transmission Texas

Sponsor: Wayne Morton Title: General Manger, Wind Energy Transmission Texas
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QUESTION LK 6-9:

Please provide a copy of all analyses performed by or on behalf of the Company's owners
analyzing the ability to use bonus depreciation and/or the quantification of bonus depreciation
when its transmission assets are placed in service.

RESPONSE:

This question is the subject of a pending objection.

Subject to and without waiving the foregoing, there are no documents responsive to this
request.

Preparer: Wayne Morton Title: General Manger, Wind Energy Transmission Texas

Sponsor: Wayne Morton Title: General Manger, Wind Energy Transmission Texas
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QUESTION LK 6-10:

Please provide Dr. Fairchild's understanding of the term "double leverage." Provide an
illustration.

RESPONSE:

This question is the subject of a pending objection.

Preparer: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

Sponsor: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.
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QUESTION LK 6-11:

Please indicate if Dr. Fairchild or any of the other principals of FINCAP have ever addressed
double leverage in testimony. If so, then please provide a copy of each such testimony.

RESPONSE:

Pursuant to an agreement between the parties, the response is limited to testimony filed
within the past five years.

This question is the subject of a pending objection.

Preparer: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

Sponsor: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

(02138353.DOC / 2} 15
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- QUESTION LK 6-12:

Please confirm that Dr. Fairchild agrees that double leverage is a financial concept independent
of whether a utility is a member of an affiliate group eligible to file a consolidated income tax
return. Please explain your response and provide all reasons why Dr. Fairchild believes they are
independent or not independent issues.

RESPONSE:

This question is the subject of a pending objection.

Preparer: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

Sponsor: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

{02138353.DOC / 2} 16
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QUESTION LK 6-13:

Please provide the detailed trial balance by FERC account/subaccount for the Company for each
month since amounts started to be recorded through the most recent month available. Please
provide a detailed description of all subaccounts and the costs that are recorded in each such
subaccount.

RESPONSE:

WETT's trial balances for the period February 2009 through December 2010 are
contained in an attached excel file labeled "WETT TB Feb 2009 through Dec 2010." Columns
A-G list the FERC account number and a description the account.

WETT's trial balances for 2011 are contained in an attached excel file labeled "WETT
monthly 2011 TB." Each page includes the FERC account number in Column A and a
description of the account in Column B. In addition the first tab of this file is called Sub
Account Definitions. These three-digit subaccount numbers refer to the 13t", 14" and 15'
numbers in the 21-digit Account number (Column D). For example, 005 is the office furniture
subaccount number in the Account number 001-000-101391-005-000-000. '

WETT's trial balances for 2012 are contained in an attached excel file labeled "WETT
monthly 2012 TB through October." Each page includes the FERC account number in Column
A and a description of the account in Column B. In addition the first tab of this file is called Sub
Account Definitions. These three-digit subaccount numbers refer to the 13t", 14t" and 15t"
numbers in the 21-digit Account number (Column D). For example, 005 is the office furniture
subaccount number in the Account number 001-000-101391-005-000-000.

Preparer: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

Sponsor: Bruce Fairchild Title: Principal, Financial Concepts and Applications, Inc.

{02138353.DOC / 2} 17
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Wind Energy Transmission Texas, LLC

Docket No. 40606

Attachment 2 to Cities' LK 6-13

Sub Description Date

--- - -- - ------------- - - ------ -----------------

000

----- - ------ -- --- - - -

Default

001 Operating (544)

002 Deposit (010)

003 Savings (953)

004 Payroll (551)

005 Office Equip GP

006 Furniture Fixtures GP

007 Leasehold Improv GP

008 Hardware GP

009 Software GP

010 Interconnections

020 Cash Flow Hedge

098 Realized gain, currency

099 Realized loss, currency

100 Transmission

101 Brookfield

111 Asset retirement costs for transmission

142 Customers

143 Other

196 Invoice price variance

197 Purchase price variance

200 General

201 Isolux

300 Trans AFUDC

456 ABD Unbilled

923 Outside Services

924 Insurance

926 Employee Benefits

931 Rent - admin & general

999 Clearing

Page 2 2 5
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^ ^ O Ô Ô Ô O O O O O O b

^
t0 ^ t0

i
<O W N

^ ^
O O O O O O b b

^
O O O O

^
O

^ .

A O O O O O O O O O O O O O N O W N O O O ^ O O O O O O O O O O O O O
W O O O A W ^ CD Oo V O^ !J^ O O O^ O ^ O^ O 0 0 (0 0) V 01 (T W O CO Oo V Q1 CT O =
O O O O O O O O O O O b O O O O O O O O O O O O O O O 6 O O O O O O :

O O Cl O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O "
O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O •
6 N O ^O ^O ^O ^O ^7 O ^O b O ^O ^O b O O

^
^O ^O ^O ^O b O O O O

^
^O ^O ^O iO O O CS O

^
'

O O O O O Co O O O o O O O O O O O O O O O O O O O O O O O O O O O O O
0 0 -+ 0 0 0 0 0

l
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0

N
N ^ N

^
W W A O GJ

..

pp j (7^ ^ q ^
A A O

_

^ j-_ W O V Cn O Cfl O .^ CO (T t0 01 0o DO O) W ^ Ut CTi O P P
CT^
t0

V
t0 W

OD
A

w
(O

N
N

w
OO

O
N

(O V Gl
^

W
O N

O
fO

OI
U^

OJ
^

00
OD O)

w
4J

w
W

^ U7
V

0)
W

O)
O)

W
N

(T
OI

CO
+

A fO (li ^ ^
.

p p V V O tO tO A
^

A ^ f0
^

N ^ N
V
A t0 0 t0 W

-
V

V
Oo Ot CO (D

^ CO

N O
? O N O N N A A W O V N 0 O N O O 0 ^ O ^D ) OD OD C O O O A 0) OA

A
A A ^ W N V O ^

^ ^ (O ^ pt 6J N N r
N OD . . . W Cfl O tO -+ W UT

N W W p 50 W
^

N CO V W O O) -+ V pn O
OI V Om W V 6 Cfl

^
W V O) CO N O A N O)

^
N OD .

0) Co <O O OD A V N 03 N (O ^ O V O) t0 CO N O '
^ W CO A .P (O

1

W V
_

-+ V O tO ^I N O A O)
^ O N A O) ^O CO 0D O) cO O N O OD V A U^ A IV

O O N O W Gl - 4 0 A O O A OD O (T tfl A O C1 0 0 4 0 0 0 0 - O Oo z

Cl)
L

^ ^ -^ ^ j ^ A Cl) j 0) 0) -^ O) O
^ -+ tO

2
A4 ^ . N ^ t0 . W O O A CO OD -^ OO W O A A

CO 0 -4 - 0
(b

0 0) 07 CO V - O N (Ji V W -+ -^ (77 CIi 1 tJ1 W
O - OD (Jl tO m O) A G) 0 07 6 6 OO 6» W 0 00 0) ao CT 0 0 W Oo CO A tO ^ N -^ f0
W W A O ^ O V tO V O N N O Cn U7 Q) O OO O ^ Ut O) V W O N 07 V V W (O -
N N V O A W A CO OD Oi 00 CO , A tO W O -+ O V tO O CO W I V OJ CT CO A -1 V

O A O O A N O A 0 N N V O O O A W N ^ 0 0O iU Cfi 77C (O DO O) DO ^ V O CIi Cfl OD O) (n A 17C A A ^ W W ^ 00 ^

0 ^
o Q
3Q
d 1

O ^

m

m
^
-i

3
0
C

<

f^D

^
(D
0
q.^
0
bo^
CD

^ 16)
M (D
_4 =3
-I (D

fl)

CD
IrQ

I'D

v

(D ^

a1

^

CD

X
CD
0

0
a)
`°
CD CD

0

O
CJ1

^
O)

A
V

^

V

^
+
O
O

O
Cl

DCx
m

^
^

3

0

m
d

Sr

3
^

^
^

N

^

w n

29



m
3
G.

0

A
'O
0
a

A A A N N N) N N) N N) N N) N) N N N) N N) N) N N N) N) N) N) N) N -
W ^ O (Jt (n Oi A A A A A AW W 0 w W (,W W W W W

(4

N N
_

-

OD

(,O

OO V 0) 0) Q) O)W CO W W G1 W W N N N N N V A A A 4 4 4 N N N N 00 (n °7 U^O -^ O O O O O O O O O O O O O O O O O O O O O A O O O O O O O O O O OO O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O OO O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O O
oo D 0 0 0 0 0 ^ ^ ^ ^ 9 ET D D D D D D D D D D O C K K K C 5 ^ -o v ^
O
d

O O S ? 7 a
-

U
'

(/1 tp f/^ 4N
CI f) t7 n

O
f1
n

()
f^ O

f)
O

f^
O

n
O

C'1
O

^ O
Cl

_
y

0
(D lD @

O
^
01

^
O

N

Q

fD

Q

N

Q
N

1^

0
C

t^
O

0
O

n

C

O

y0
O
C
7

O
C
O

O
C

O
C

O
C

O
C

O
C

O
C

O
C

O
C

C
-.

^ .
f) f)

Q
C)
Q 3 ^

y
N

10
N

0
07

X3
N

O
^ m v m m m .^ C

C
c O 7 O 7 7 7 O 7 C N CD (D O ..

3 3 3 3

° m m
^ m m w w d d v ^ ^ o m

c m 3 fD̂ fD̂ Q Q ^ ^ > >
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