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APPLICATION OF EL PASO 
	

BEFORE THE STATE OFFICE 
ELECTRIC COMPANY TO 

	
OF 

CHANGE RATES 
	

ADMINISTRATIVE HEARINGS 

EL PASO ELECTRIC COMPANY'S RESPONSE TO  
CITY OF EL PASO'S TENTH REQUEST FOR INFORMATION 

QUESTION NOS. CEP 10-1 THROUGH CEP 10-6  

CEP 10-1: 

Please provide documents from the most recent previous litigated rate case filing in Texas 
for El Paso Electric Company showing: 

a. The amount requested for OPEBs and for Pensions 

b. Complete workpapers for adjustments to OPEBs and to Pensions. 

c. Testimony (or other evidence) identifying whether the amounts included for OPEBs or 
Pensions was based on GAAP accounting or actual funding. 

d. Commission adjustments (or stipulation adjustments) to Pensions. 

e. Excerpts from Commission orders showing acceptance of the funded amount for 
OPEBs and for Pensions. 

RESPONSE: 

Docket No. 12700, which was ultimately decided by the Commission on August 30, 1995, 
was litigated by the parties with a Proposal For Decision issued by the Administrative Law 
Judges. Findings regarding pension and Other Post-Employment Benefit (OPEB) expenses 
,were contained in a Commission Interim Order in that docket and reflected an anticipated 
merger between the Company •and Central and South West Corporation (CSW). 
Subsequent to the issuance of the Interim Order, CSW withdrew from the.transaction and 
the merger was never consummated. The parties to Docket No. 12700 then negotiated a 
settlement of the proceeding that adopted the overall revenue requirement established by 
the Commission's Interim Order (March 3, 1995) but that contained no individual findings 
regarding the level of pension and OPEB expense included in customer rates. That 
settlement was approved and adopted by the Commission without adopting individual 
findings regarding the level of pension and OPEB expense reflected in rates. 

EPE's last fully litigated rate case in Texas prior to Docket No. 12700 was Docket 
No. 9945. There were no Commission findings in in Docket No. 9945 regarding expense 
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accruals for pensions and OPEBs because, at that time, the Company both requested and 
recovered these items on a pay-as-you-go basis. Therefore, the informition presented in 
this response is information from Docket No. 12700. 

a. Please refer to Schedule A-2, Line No. 8 - Employee Pensions & Benefits, for the 
amount requested for OPEBs and for Pensions filed in Docket No. 12700. See 
CEP 10-1 Attachment 1 for the excerpt from the referenced schedule. These requested 
amounts in Docket No. 12700 reflect test year accrued costs for OPEB expense and 
Pension funding amounts. 

b. Please refer to Schedule A-3, Adjustinent No. 7 - Employee Pensions & Benefits, for 
adjustments to OPEBs and Pensions filed in Docket No. 12700. See CEP 10-1 
Attachment 2 for the excerpt from the referenced schedule. 

c. Please refer to the Docket No. 12700 direct testimony of EPE witness Russell G. 
Gibson, page 17, lines 19 through 23, and page 18, lines 3 through 14. Also refer to the 
direct testimony of EPE witness Thomas M. Goss, pages 19 and 20, and page 23, 
lines 5 through 23. See CEP 10-1 Attachment 3 for excerpts of the referenced 
testimonies. 

d. Please see CEP 10-1 Attachment 4 for the Proposal For Interim Decision for Docket 
No. 12700, pages 304 through 307, for a discussion of the adjustments to pension 
funding requirements proposed in that case. 

e. Please refer to the Agreed Order for Docket No. 12700. See CEP 10-1 Attachment 5 for 
pages 1 through 10 of the Agreed Order. As indicated above, the Commission's order 

-adopting and approving the settlement agreement in Docket No. 12700 contained no 
individual findings regarding the level of pension and OPEB expenses included in 
customer rates. 

Preparer: Steven Sierra 	 Title: Supervisor-Financial Accounting 

Sponsor: Russell G. Gibson 	 Title: Vice President-Controller 
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A. Adjustment No. 7 increases annualized pension and 

benefits expense. Pension end benefits s expense was 

restated, as applicable, to reflect known and measurable 

costs and the elimination of oertain expenses that are 

either nonrecurring or eieclassified. Various annual 

costs were further adjusted, as discussed above, to 

reflect the application of the Oa* expense ratio. As 

discussed in Adjustment No. 1 above, a portion of Um 

adjusted pension and benefit expense is also capitaLised 

to construction work in progress and expensed to other 

income and expanses. 

The specific adjustments to test year pension and 

benefits expense are as followsc 

1. Medical, dental, life and long-term disability 
insurance expenses, were annualized using the 
coats for 2144 employees to be covered by the 
CAW benefit plans when the merger is effective. 
These amounts are detailed in the testimony of 
Mr. Coss and Nr. Carpenter. The OAN expense 
ratio was then applied to the annualized 
amounts. 

2. Consietent with prior commissioa orders for MAC 
pension expense, the test year amount was 
restated to reflect the Company's necessary 
annual maximum pension funding contribution. 
This coat was calculated by the lewitt and 
Associates actuarial study which incorporated 
SPEC demographics into the CIIN pension plan. 
Meese refer to the testimony of Nr. does for 
further discussion of this adjustment. 	A 
portion of the cost was capitalized. 

3. Average employee contributions to the 401(10 
plan (up to At of Aerticipants base pay) based 
on pay periods during June and July 1993 were 
annualised. 	The total cost to the Company, 
which is now paid in cash, was detemained by 
applying the 500 1993 matching contribution 

17 	ROSIIALL O. GIBSON 
WANT TASTINONT 
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factor to.the annualized contribution dollars. 
In December 1993, the Ward of Directors 
approved a 600 matching factor for 1994. A 
portion of the cost was capitalized. 

4. Supplemental pensions for retirees and surviving 
spouses were annualised utilizing total 
authorized October 1993 payments, exclusive of 
aey amounts releted bo subsidiary retirees. A 
portion of the supplemental pension amount was 
not capitalized, as those receiving the benefits 
are not-  active in Company operations. Thls 
treatment le consistent with the methodology 
used by the Company In Dooket No. 9943, which 
was approved by the Commission. 

5. SPAS No. 106 expense was calculated on an 
accrual basis as allowed by the terms of PUCE 
Substentive Rule 23.21(b)(11). 	The Company's 
annual opEE expense and transition obligation 
amortization were derived from the 1993 Rewitt 
and Associates actuarial study which 
incorporated MSC demographiom into the COW 
benefit plan. Please refer to the testimony of 
Mr. Goss for further discussion of this 
adjustment. 	A portion of the expense won 
capitalized. 

6. 401(k) administrative fees were annualised to 
reflect a recurring level of cost. In 1993, 
the Company retained Putnam Investment Creamy 
to adminietar the 401(k) plan. The Putnam 
Company charges a fixed quarterly fee of $5,646, 
which equates to $22,164 annually. 

7. Employee parking expense wacrestated to include 
the 	Company's 	annualized 	contribution 
attributable to the level of amployees utilising 
the Parkrite Garage as of July 1993. 	As 
discussed on peg. 134 of the Examiner's Report 
in Docket No. 9943 (which was adopted by the 
Commission), 'Tu. record evidence also 
demonstrated that employee parking is not an 
extraordinary employee benefit and that except 
for one utility. all Texas utilities provide 
Nome form of parking subsidy to their 
employees." 

Q. DID YOU MAKE ANY OTHER ADJUSTMENTS TO PER BOOR ARCMS? 

IS 
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1 	A. No, there will not be an increase. Xn feet, the 

	

2 	inclusion of tha EPSc benefit plans which can be.  

	

3 	converted upon the consumaation of the merger in the CNN 

	

4 	plans results in a $1,266,000 reduction in benefits carts 

	

5 	from what wOuld have been required under the EPIC plans 

	

6 	for the adjusted test year. 

7 

VI. ADJUSTED TIST 

	

9 	 YEAS BENEFITS COSTS 

	

10 	Q. MAT ARS TSZ ADOUSTZD TEST ISAR COSTS POP WS SPEC 

	

11 	BENEFIT'S MANS MICR WILL DE INCLUDED INT= CSN SWIM 

	

12 	PLANS UPON INS CONSUMMATION OF TIE URGER? 

	

13 	A. The adjusted test year costs for these piens are as 

	

14 	follows: 

	

15 	 Aajusted Teet %par Benefits costs  

	

16 	 (thousands of dollars) 
17 

	

18 	 Mat 	 LUG OM BiStammaR 19 

	

20 	OPSS 	 $ 7,161 $ 3,923 $ 3,238 

	

21 	Medical/Dental 	 2,564 3,742 (1,178) 

	

22 	Group Life 	 173 	134 	39 

	

23 	Long-term Disability 	156 	148 

	

24 	Pension-Funding 	 3-009  _24122 _______ 
25 

	

26 	 $13 -0E3  ,11-7t7  1.14111 
27 

	

28 	Q. MAME =PLAIN TEE ADJUSTED TIST YEAR 01418 COST. 

	

29 	A. Undmr Statemm* of Financial Acoomatbm1 Standards No. 106 

	

30 	(BFAS-106), a bUsinese must aocourt for other thall 

	

31 	pensions post-retirement employee benefits (01411) on an 

	

32 	accrual basis during the period that the employee renders 

t. 	 TIMMS M. GOSS 
19 	 DIRECT TESTIMONY 

14 
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1 	service. These bensfite, which include medical and life 

inaurance that will be provided after retirement, 

	

3 	previously were accounted -for on A pay...as-you-go basis, 

	

A 	 recognized when the retired (employee or his 

	

5 	dependent actually incurred the expense. With the 

	

5 	isplementation of Was-106, in addition to maxaming 

	

7 	ourrontly the benefits earned by asploymes, *basins*, is 

	

a- 	required to recognize an amount attributable to benefits 

	

5 	earned by employees prior to the laplewontation of the 

	

10 	standard. Theme prior earned benefits, laic* most be 

	

11 	recognized upon the implementation of SPA5-101, are known 

	

12 	as the *transition obligation* and Can br anortiaed 

	

13 	a period not to exceed twinti years. The transition 

	

14 	obligation and accrual of ongoing OPIS obligations are 

	

15 	established by actuarial studies based on the 

	

16 	demographics of the business employees and the expected 

	

17 	future costa to provide the benefits. 

	

11 	 Hewitt Associates, CSW's actuarial consultant, 

	

19 	performed a syls-105 valuation for SPSC using the CSW 

	

20 	actuarial aesumptione and plan provisions. 	This 

	

21 	valuation produced an OPE5 cost for WPIC for 1993 of 

	

22 	$3,923,000. A similar study done by SP110 Peat Marwick 

	

23 	for EITC calculated a oost of $7,151,000 tor EOSCle CPIS 

	

25 	expense. Thum, the inclusion of W5iC in the CSII plan 

	

a5 	results in a reduction in adjusted test year Wen cost of 

TWOMS N. GOSS 
20 	 0112CT TISTISIOWY 

15 

15 
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1 	amount was $155,736, for a savings of $5,016 under the 

	

2 	CBS plan. Attached as Exhibit Tmo-a is a schedule showing 

	

3 	the calculation of the adjusted test year mount. 

4 

	

5 	O. PLEASE ZEMIN TEE =CRT= TEST YEAR PEPNITCH-romozwo 

COST. 

	

7 	A. Hewitt and Associates reviewed the principal provisions 

of the CBS Pension Plan and 'the MSC Retirement Plan. 

This etudy indicated that over time, the CSW plan would 

	

10 	require lower funding than the EPEC plan. However, in 

	

11 	order to integrate the EPIC employees into the CNN plan, 

	

13 	the study determined that additional finading levels would 

	

13 	be necessery in the first two years after the acquisition 

	

14 	by cSW of MSC. For 1995, the additional funding level 

	

15 	for SPEC as a member 
,of the CM! plan was determined to be 

	

16 	63,550,000 under • the Hewitt study. 	An actuarial 

	

17 	valuation performed for EPEC indicated a funding level of 

	

1i 	$3,009,000 for 1995 for the EPEC plan. acoordingly, 

	

19 	inclusion of EPIC in the CSW plan results in an 4541,000 

	

20 	increase for the adjusted test year. 

	

21 	 Despite this initial increase in Pension-Funding 

	

22 	level under the CBS plan, the Hewitt study indicates that 

	

23 	over a ten-year period the funding requirements of the 

	

24 	cSN plan will be lower than those of the WIC plan. A 

	

25 	copy ot the Hewitt study is included as part of the rate 

	

26 	filing. 

THOMAS N. GOSS 
23 	 DIRECT TEM:MONT 
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16 
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DOCKET KO. 12700 PROPOSAL FOR INTERIN DECISION 	 PAU 304 

2. 	Employee Pensions and Benefits 

EPEC requests $12,003,000 in pension and benefits expense. 	The 

Presiding Officers recommend the following adjustments: 

EPEC's request: ($000s) 
Less: 
Pension loading 	$ 613 
OPEB 	 29 
401k 	 223 
Safety Incentive 	ISO 
Sick Leave Incentive 

$12,003670  

PO's recommended 
Pension & Benefit expense 	$10,774 

EPEC restated pension expense to reflect its necessary annual maximum 
pension funding contribution. 	The cost was calculated in the Newitt 

Associates actuarial study which incorporated EPEC demographics into the CSW 
pension plan. 

The Hewitt Associates study indicated that, in order to integrate the 

EPEC employees into the CSW plan, additional funding levels would be necessary 
in the first two years after the icquisition by CSW. For 1995, the additional 
funding level for EPEC as a member of the CSW plan was determined to be 
$3,850,000. An actuarial valuation performed for EPEC indicated a funding 
level of $3,009,000 for 1993 for the EPEC plan. Accordingly, inclusion of 
EPEC in the CSW plan results in an $841,000 increase for the adjusted test 
year. Despite this initial increase, the Hewitt study indicates that over a 
ten-year period, the funding requirements of the CSW plan will be lower than 
those of the EPEC plan. 

CSM is not seeking in this case any rate recovery for the incremental 

cost related to the early retirement plan offered to five senior EPEC 

executives. 	However, the portion of their pensions which represents the 

670A pp. RR Ogle at Inhodnle 11, Total Company. 
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DOCKET NO. 12700 PROPOSAL FOR INTERIM DECISION PAGE 305 

normal pension they earned while employees of EPEC is included in the pension 

expense. 

According to Mr. Brandorff, Principal of Hewitt Associates, the adjusted 

test year expenses for the CSW benefit plans are as follows: 

Adlusted Test Year Benefits Costs 
(thousands of dollars) 

Dm EfU gm Difference 

OPEB $ 7,161 $ 3,923 $ 3,128 
Medical/Dental 2,564 3,082 (518) 
Group Life 173 134 39 
Long-term Disability 3.009 _JAN (41) 

Totals $13,063 $11,137 $ 1,926 

App. Ex. 83, Brandorff Direct, at 19. 

These costs include a loading factor of 22.42 percent. App. Ex. 12, Felber 

Direct,.at Revised Exhibit DAH-3. 671  The Presiding Officers added the loading 

factor to their recommended salary savings, resulting in a reduction in 

pension benefits of $683,000: 

EPEC requested salaries: 	 $41,673 
PO recommended expense: 	 38.628 

Saving 	 3,045 
Loading factor 	 x 22.42 

Reduction in expense: 	 $ 683 

The loading factor includes savings in the areas of workers 

compensation, payroll taxes, retirement costs, thrift/savings, and group 

insurance, which includes life, hospital, dental, etc. Id. at Exhibit DAH-4. 

671Discussion of the leading factor is fotnd at Section VI.S.2.c.ii.CA)C111) of this PFD. 
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a. 	Other than Post-Retirement Employee Benefits (OPE8s)  

	

EPEC includes $3,443,000 in OPEB costs in its OGN request. 	Under 

Statement of Financial Accounting Standards No. 106 (SFAS No. 106), a business 

must account for OPEBs on an accrual basis during the period that the employee 

renders service. These benefits, which include medical and life insurance 

that will be provided after retirement, previously were accounted for on a 

pay-as-you-go basis. That is, they were recognized when the retired employee 

or his dependent actually incurred the expense. 	Under SFAS No. 105, a 

business is required to recognize an amount attributable to benefits earned by 

employees prior to the implementation of the standard. These prior-earned 

benefits can be amortized over a period not to exceed 20 years and are 

established by actuarial studies based on the demographics of the business' 

employees and the expected future costs to provide the benefits. App. Ex. 83, 

Brandorff Direct, at 20-21. 

Department of Defense witness Nr. Prisco acknowledges the SFAS No. 106 

rule. However, he advocates not including those accrued OPEB costs in rates 

until the United States government and the health industry act to control 

costs and until there is greater certainty of the amount of that liability. 

He argues that asking customers to pay now for estimated future medical 

expenses is not a reasonable exception to the accepted regulatory principle 

that costs should be known and measurable. DOD Ex. 1 at 6. Unfortunately, 

Nr. Prisco's sound logic is contrary to the P.U.C. SUBST. R. 23.21(b)(N)(v), 

which requires the utility to establish an external trust fund for funding 

peyments. 

The General Counsel makes the only adjustment to EPEC's request. Ns. 

Witbeck reduces OPEB expense by $29,000 based on the restated actuarial report 

prepared by Hewitt Associates. Ns. Witbeck asked the Company to restate the 

1995 OPEB expense because she believed there was an error in the calculation 

of the return on plan assets. 	CSW provided the underlying calculations 

supporting the expected return on plan assets in response to an RFI from 

General Counsel. Included in the calculations was an assumption that the 

contributions to the fund would be made at mid-year for medical union 

contributions and retiree life contributions. Also, the contributions for the 
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non-union medical contributions would be made at the end of the year. Ms. 

Witbeck explains that the timing of the contributions to a trust fund will 

impact the amount of return on plan assets. An integral part of the OPEB 

expense is the return or expected interest that will be earned on the plan 

assets. This interest will offset the required contributions. GC Ex. 29, 

Witbeck, at 18-20. EPEC agrees with this interpretation of the rule and the 

related adjustment. 

The Presiding Officers find that EPEC's calculation of the OPEB expense 

is reasonable but that because the trust established under the substantive 

rule will invest funds contributed to the trust into plan assets such as 

stocks and bonds which will earn interest, it is appropriate to reduce the 

OPEB expense by the amount of the interest. We recommend an OPEB expense of 

$3,414,000. This is consistent with the Commission's finding in Docket No. 

11735672, where it allowed TU Electric to recover OPEB costs, on an accrual 

basis.673  

b. 	Medical/Dental  

The cost of including EPEC's employees in the CSW medical/dental plan 

was determined by Foster Higgins as discussed earlier in this PFD. 	EPEC 

requests recovery of $3,081,814 in medical and dental insurance expense. The 

Presiding Officers find this calculation is correct. 

Medical and dental insurance expenses were annualized by EPEC using the, 

costs for EPEC employees to be covered by the CSW benefit plans when the 

merger is effective. The O&M expense-ratio was then applied to the annualized. 

amounts. For the historical test year, the comparable cost for EPEC was 

$2,464,034 for medical and $109,804 for dental, or a total historical cost of 
$2,563,838. Accordingly, including the EPEC employees in the CSW plan implies 

an increased cost of $517,976. App. Ex. 83, Brandorff Direct, at 21. 

672Ppot1cation of Texas Utilities Electric Cowpony for AwthoritY to Chenon Notes. are lnveatiostion 
of the Minaret Counsel into the Accountins Practices of Texas Utilities Electric Cowpony,  Docket No. 11735, 
Finding of Fact No. 93, 	P.U.C. NULL. 	(Nay ET. 1994)(not yet reported). 
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DOCKET NO. 12700 

• 

• APIPIECATION OF EL PASO ELWTRIC f 	PUBLIC UMW COSEKI,OR. 
COMPANY 1101 AIIIIIORITY TO 	1 	 : — 
CHANGE RATES AND POR 	 i 	 Of TEXAS • . .., •:, -. 
APPROVAL OF REACQUISITION 	I 	 1. • • t I - 
OP PALO VEltDE MUD ASSET/ 	1 	 ': ,- 

t.% 'II 

AQUIRMIDIA 

In open medic at ks aces in Asada Tao on Amp* 30, 1995. tbm Pubk Why 
• Commission of Teem (rennissitsf) Rode the this deka we processed by The haft Mem 
end Coniston in aeon** with ipplabe mums and Commission ivies. On July 27. 1995, El 
Pao Electric Campos ( Toicerf) and dm Cky et El Poo ethyl emu* Sdpiletiori od 

&element Apemen eSiipeadoe) contemplates an increase iit atm tbr Uis COincinys Tila* 
iirines Unclog. 7be blpidelom elm hes been shod * the Conuestion Osserd Colson& the 

k. 	Wee of Puklic Utley Camel cow% the Sem of Tens (Men ASARCO Incorpoeted 
("ASARCO.% Phdpsonales Rabic Capered= (Vhdpwillodsn Border Reel Rare Ink litc• 

°MIA Pio kaa & >Acta Cooloof Mader WW1 the Dominant of Dann MOD), od the 
btentstimid Brotherhood of Electiosi Woken (!flEW) (collectively ''Sisnatceise). Consist*.  
with* Stipulerom, the Commission Wm the biomes oda 

L 	%rearm P.1.1.C. MOO * 4fl.263, this Order SHALL become active on the dee the 
a Company plea of morsinestion casement with the emu of tie Stipule* becomes 

ethetivo - Provided the tbe Oty hes net given notice to the Commission do the plen'of 
rearsaaiation is incondeest with ibe Stipietion, upon whim nodes* by the Company 

the the plan lem became Actium the Commission Oil. puny= to • OM Cods 
2001142(b), soid a copy diadem end* Calicoes notice to the movie bt by fret 

dm mil Ms mice potions of Oh COM* Map* ilhal be the sale maim* Ix 
coseplyks Ott Ornet Cods 1 2001.142. Pumas to Gov't Code 2031.146, motions lir 

sehesios re* immt bead so hor dun *slab der Mimi. such madmen. 1fa pin 
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otreetsariadon condemn with the terms oldie &Weeks does not become effixtve or the 

Sdpuledon becomes null end void, then Ws Oder and the two pdor keedm rats when oseted 

. in this docket SHALL BE be and void, eme6 kg Ordering Paragraph 10 &di Semi 

balm Order, provided, bcossever, dm Comm may centime to gauged* atm approved In 

die Order out ea interim betis tad suck tims as the Comnadon orders otherwise. Ms 

Coemeimirm medlimay resin Josiah:dos mom di docket mai mach time et this Order 

became end end nonwiceelable or aU modem ibr rdworis here Imp emended. The 

Compeny,  Ins weed, and the Comnitiout hereby ORDERS, thet each working day betwewt 

the dme GM order sod the date this order becomes find SHALL RE moldered askry oI 

homing puma to the providone of she Able Udity Regulatory Act of 1995, S.B. 319, 74th 

Leg., R.S. 1995 CPURA1 I 2.21203 (brandy 43(4 

2. The Comes hereby APPROVES thom motion of the Stipulation which edhese the 

nipiadon mid supervision of the busioess of the Campo, orals= with the *MA= 

wanted by PURA 4  1.101(e), and Anorns dis Order sodas rams Witham =demi with 

die Sdpuladon. 

3. laosensetheOsteparris proposed merger nithtuetel ead South Wes Corporation (CSW") 

under the Thitd Amsted Plea ofiteorgatintiontas beat senniemed, the Coseniedm bemby 

DIS01115136 the appeution fled by the Cavalry end CSW gor a detencletion under PURA 

1.251 (bawdy PURA š  63) do 010 expisifise dew common stock of tbe *sway by 

CM is in 6e pdfu imago. 

4. The Comm MALL retain a 224.946 melon mud base ate imam in this docket, 

1110413;14 411  Patton ate ComPlots minim assover width des Cm:minion hes otilltiel 

or appellate jurbdction. The sietribution of dos TM imam speed so io the Stiptistion le 

remosuble. ThstasiIh ammo* on as that became Alcove on an inw6n Weis on MOM 3, 

1995 are APPROVED. 

1 8 
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1 

	

S. 	The CellIperly SU Mae al Wee toe means allotted undo' its bowled imu istaim 

rates, with re Minds or surdiego, and won the engin date of die Oder tie Coopery 

shall hardened ton its obligations under etw bowl supporting such banded ad Wean loan 

	

L 6. 	The Coennission ACKNOWLEDGES that the Stipulation provides the de Callus?* 

Taos boe toes wš be madained at the lords odeed ni dis docket dwelt the tope 
pedal beginning Ammo 2, 1995 (the Tone Paiod") subject so catain Sad emotions 

provided dentin. The Mower rats freeze weed so in the Stipend= is unopposed, it is the 

product of negotistion between decamp/ay and a broad erosseention die admen, and it 

mesedve Ode akin wine to all the patties of the booths obtained tbrot* settlement 
negotiations. 

	

7. 	The toe modetaten pen Mel tea/dished in Dodge No. 7460 is =DONATED 

effective Ase 30, 1993, ael the balance or IMP Meese ie *a son 0361,070,000, less 

telsted ADF1T, as of do date is pieced 15 we base as Ohre 30, 1993, and SHALL be Elly 

amonthed by the end tithe Freese Period, so thlt Owe is so Woes to be ideal in toes 

do nay be ethedve der Awns 1, 2005. There SHALL be no Waked Mirror CW1P 

optuved, Wend or amortized thr purposes crowds* the DIP defends. 

	

1. 	Mewed carrying thews and deleted lase payments are ILEMINATED ben die 

accountiog detherds thr Palo Veda Utit 3, resulting is & been of soot= a pit 3 
amounting Aden* len 11,457,000 embed ADEEr, as of hoe 30, 1993, width will be 

placed in rate bele as of June 30, 1993, sod MALL be Sly asordsed by the and &the 

Reese Pedod. The Company dull mover all rennithig Palo Voids Mk I aid 2 aceoundag 

Meek albino to die no throe With= under the thipileiro with de unamonized 
Woo' (1113,312010, less related ADM as °Moe 30, 1993) in ree Weeny monized by 

the cad of*. FreezePaiod, so do all Palo Verde acisinadog deknals are EladDIATED 

1 9 
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tom do Camenyh books at 'head of the from Paiod and dere SRAM be °Diadems to 

be *eluded in mks tha may be Active 	Angusi 1, 2005. ADM associated wide 
cfnellowd Unit 3 defrosts SHALL NOT be **dad as m Abet to Me ban 

9. The appication of the Compaay ibr a detandestion dot the reacquon of do lemed 

portions o( the PNo Vade aim * mated whh the putfic interest wood to PURA 

L251 (Remedy 63) is APPROVED. amp' as padded in Pluegreph,13, the nomared 
leased Pab Verde asset: MALL be Minded' ie iNI beue st their 'original atm km 

accurodued &mead* se matched in 3thedule A attached In tNs Order. 

10. Paha Verde Unit 3 le deemed to be 10034 end aral useful io provides device so the pubic. 

11. It is hereby connimai dot, ones es povided papa* 12 and 13 below, &airs do 
Press Poiod the me bee recopied la Module A ad be used as the 	beds So 

. 	purposes rt my eon of maim seebek RrfrCOIupe% laded nay PUlt4 1 2.211 Me 

imay (a its edivelmt) or amass inesibados aelostims. 

12. 1t is hereby ORDERED, that in my proemial am& by do (knoll Calmed OPC or die 
State atm dais the Preen Petiod, palm to PURA 1 2211 (Oiowdy 142) or ks 

equivalent, the Company: me Mee SRAM hadi . in adirion to the meets compized le 
&bade m dis Order: (1) Palo Veda Ude 3 amounting delarals.in the amount a 
S66,654,000, as &hoe 30, 1993 and (2) aldeed Dodo* No. 7460 ENV *bra (Aida 
would base maned but for termination aide Rh, es of lase 30, 1993) in the meow of 

325.041,000 ter die poiod dimly 1, 1993, deousbDeaniber 31, 1994. 

LI 	Ie it body ORDERED dot Amid die Comm be onmems or asigns, =Wry io the 
tame or the Stipulation, Se tar a rate house Active on a dale alai the Reae Period, . . 
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dien the pseviouily leased Polo Verde mem SNAIL be assigned the mhos recogsized in 

Schedstic8 adds Order tbr purposes duly such proossding. 	
• 

14. It is hereby ORDERED that la avy proceming brought under PURA if 2.211 or 2.212 

(brosoly 1;142 or 43) or its equivalent, Err se ithistive dam of the proposed cholla olz or 

after Aura 2, 21X15 but befoul Await 2, 2006, the Company's twitor 	WALL be 

dedgasd to olio 517 Mika less la time overuse (sxklic4 Factor) dun the otherwise 

mahodzed mew requirement. 7be Exclusha Factor io surth a psomethrig kir so ellsethe 

discord* propossd chimp cm or alter August 2, 2006 but befogs August 2, 2007 SRAM be 

Si Mom For rates with an 'tractive dste of *a imposed cisme ger Mpg 1, 2007 dm 

Exclusion Packs MAIL be zero. The Media= Factor SNAIL NOT be ornsidered lbr 

Soancid imespity and* or cads law ansbnis in soy proceed% bikes a Tams olgulstely 

anbssity. 

15. In the mot the Comply sdh, treaders. lasies or snips say operating amet flar a Woe of 

S10,000,000 or auto during the Reece Pteiod, it is hereby ORDERED the die Term 

judsthetioarl duns ofths aetgain cm mach sale SNAIL be pad to Wpm ass awfa to the 

loneness motwithstamiths the tato Suez. avec whm would have beea the menelaimt Ith oftbe 

asset, anion the aty sad Company otherwise arm and the Conenission approves as alsenuse 

beetment. It is 'other ORDERED that ratepayers MAIL be credited with a moms on the. 

umlauting pordonofoxitspinat the Compote hat approval roe distant. 

16. The Commission ACKNOWLEDGES the Stipa.= provides that the Comm 

tarn to brigthinuaths &mum remind by Sante= 373, Public Why itegitherny Act of 

1993, IL 319, ae =Wed by S.D. 373, ;12.2141, 741h L. R.S. 1995. Nadi* in dis 

. Oder prevents mob with from becoming iskiretive oa October 1, 1995 ead ma* 

aflame themaker comismat with tbe Sdpiiithcer sad skied to the *It of** Stsm or 	. 

Cowpony soma so arflust %memoir* secoust &schen. in se& law. 
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17. 	The peribnamos sands* Ix the Convoy decided is Dodst No. S892 with respect to Pis 

Verde SHALL be used as the mchadon Kw any &tuft mamma aPalo Verde Dios I, 2 

ad 3 operations and Fames* melded. hosmeer. &did tho Freem Mod lleder 11* 
Sdpuletion Q) Pada Verde rate boas SHALL NOT be Mooed as account a patmanms or 

operations, unless the capecity Wm, as meemed on a station beds ihr ass cceseouthe 24 

month poled, did beim 35% sod 0) wraiths end made fx al time Ude SHWA* 

mooed mid evaluated Sm a akar: yea bads using dm damper Wing Mess &Sled by 

llodoet Ns 8192. The lint such reporting period da tun tan January I, 1993 to 

December 31. 1995. Arty penalties or mods accruing under dm mime= 'timbale 

SHALL be Momenta,lo tbs Commeols Sad reocadation proceedings rksios de Freon 

paw. 

It. 	The annum ef Psio Vade decommoning lamas allowed on so mud beds le the 

Omporty's met a sorties SHALL be those Mated in Sdledule C ec die Oda. Such 

moms dtil be adlessd in my Antwo rate processing or amass mookotiog ward= as 

messy to Meatthc oost minute a the mos scat acid decomirs Stdy 

prepared ix the PM Verde mai:ipso amd to aside the Comely to secure an mampdon 

pursuant to section 4458A a the Wand Roseate Code tom Idea income tosttetiiy ia 

conned= mith its nudes decommissioning ous. Ilm Comments decommissioning manse 

shod ho recorind es reasonable ard recasty is my me promadig or twiny mosimig 

evestion Wiled dusig the Hem Paiod 

19 	There SHALL be no anyhow a rete case amass amodmed with din clods or my 
previous dodoes, Weft say moues paid to the City as nimbonsemeat a the aryl; 

expense. lin Compow SHALL HOT scam from Tmas read Mem= say bosingtcy 

remodoetIon imets arising tom Cele No. 92-101484111. 
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20. Any moven. Rom the Conveys pending emit No. 954153, or causes of Von Wet 

mused to the Company as a result of the hare Ohs proposed merger oi esising or of the 

Company% beemptey. MI be RE/A1NED ty the Company and not posed through to 

tad:Prim Any eosts inclined by the Company in conneeion with such StigaticeSRAIL 

NOT be tomideed reasonable and messy coney expenses for mandieg moss in 

madame with PURA 12.203(d(fonnetiy 39(4 My šehlifies interred by the Company 

iis contedion with suds fitigedon SHAUL be borne by ths Company end MAIL NOT be 

meowed kom ratepayers. 

21. The Commission ACKIYOWLEDGES the joint stipulation entered kao by the Comply and 

the Oreral Camel to resolve issues Mated to the Comm% Demand Side hanyameat 

el3Shr) id Sow Efficiency Pisa (Tan. Car bent with the jtiat stipulation, the 

• Comply SWIM mkt the blowing fillip in Nat No. 13750, Cowling* wet Axial 
i 

Ma MOO DSWEEP Joint Slipialiam 

a. 	Win nine maths of this Order boon* effective, de Comply shell knish ties 
Comaratias SWF Ind the City a nem or toned Midi demoostmes De midge 
'obdurate or swings persisteace of its DEM program Ix time customs receivisg 
demod-rdated savings. 

.b. 	Tr:Comply shall fetid; to the Stiffed *say copies of d program aligns and 
ce.Ocetkini whey are &dyad odor insplameed by tie Company. 

e.. 	Wok 12 months dais Orda bocating Meth% ths Campy shall provide to the 
Sad and the City its evaluation of us Bogy Mixt Metric Appiance incentive 
Program Ix reidential and smell ammucial memos located in issidentitigype 

al. 	The Company's soidential audit proven allow-up procedure is spewing and 
messy sad should be coothesed iisSsalrcuis nL  

e. 	Ai Jabots& approach of provides the otanmistion atif with copies of the 
Comm% magnum design and implenmstiod is spprepties end diethe The 
Campo, se memo to seed tie Seffeoples &A mopes dodges and procedure 
as they ainsdomed miler implemented. No mior synod is remota or need by 
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this procaine but is intended to webs the Commis:Ike Staff with appropriate 
opined informedon with respect ill the Company's prow* on an ongoing beds 	. 

C 	Based upon DEC's demcastrited subeticial compliance mimed to Os DSM and EEP 
mime end the 14weements waked in &slobs Stipulation, die perdu agree din 
all regithemene delirious teal ado* have been met. The General Counsel wen 
the the MINE esthete** Compares Dal or FI2 proven la the &um based 
on the made otthe promo end agrosurema contained in the kint Spriatiou end not 
k are way bused on SPEC's scans prim to &sentry e(s linel order in this docket. 

g. 	To the anent that soy testimony sted by a party bereto is inconsike with the in= 
the ponies Joint Stipulation, the Jobe Stipuktion wil nspersede:  tbe lecondetern 
teedmony. 

22. The Conway SHALL mike atounlily payments to the decomminiming Rinds ilr Palo Verde 

(kits 1, 2, and 3 as parodied by P.U.C. SUM. R. 23.21(b)(1)(P) and 23.59. 

23. 	The Company MALL coney with the threolves set &oh bdow. 

a. lfuiy puma &mid initiate a nue proceeding during the Fmthe Pate that ethos 
Rate 30 or Bee 27, the Coronary MALI. psovkle rthect cos support IX Rue 30 and 
Res 27. 

b. Width IS months after the inmitentination date of its Low Income Rider morn 
under Rate 01, du Commie SNAIL ritracennate the actual pen 'icipsion rase aid ilk 
a report in Picket No. 13774, Ranoncillatan o Nainier qf Participants he 111 Pow 
Ziernde Conpages Lao &am Mkt Aviv" erlieh SNAIL be Molded to 
Game Came OPC and the City. Ills recoadlation dal commie the SO prow 
swim** to scowl panicipation keels and the revenue thlIkarce, Witty. 

c, 	In its nut no mat, the Compeny SHALL fie watimony conatithe doe participant 
rate As bsExperimental OEN* Rider under Rase 2t 

d. 	The Corium SHAM weans b morinthog elate 41 school conomen to amen 
the impact dyer round =book Tim Compme SNAIL abo mess the impact ar 
Indudlognompublic schools In Res 4L The Compaq SHALL Se **Maths in the 
int NM am ale the Mem Period, In dot Slog, the Company elm SMALL pram 

	

leedmony Walvis the apple:they dame *Mate 41 to mike dm remand dig& 	( • • 
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school oistomets. lbs Company k us iidlsdk its tight to preens Wilkey and 
may Mk teminsoms thpportiog other themetivee or pmposed dumps is its Rah 41 rthe 
deigs. To Onetime my aty °fa P1110 or El Paso Curtly account, Midi was not 
in Rate 41 at the time of the Commission% Order in Docket No. 9945, receives swim 
"mkt Imams 41, the Common hereby ORDERS that douse scams became 
doll* thrItate 41. 

24 	The Comilla hereby Aeons sod INCORPORATES by reference in this Otder the 

endives of fict arid concludons of kw attacks' to this Order as Attachment 1. All motions 

appkations, and remote fx wary doped* fsekage arm usd conclusion& anew arid other 

requests for reieC kith gam' sad specific, ths am sot espies* grassed herein are hereby 

DENIED. No lights Weber or obligetlese SRAM arise under Otis Agreed War until k 

becomes dimly's:cording to peregthph 1. Penang the effective date of this Awed Order, 

the Comm SRAM coati= go comply with parawaph 33 of the Commiesion's 

Order, Reverence Order and Onkr of Remind pissed March 3, 1995 (the Tint Naha 

*da). Os the effecti%4 date adds Outer, this Order dud SUPERSEDE the Commiedork 

likst bowies Ordered the Second Werke Order sigted Mont 2, 1995, amps fhr parsing& 

35 of the Fint heal" Order, which seven from this daft ham rasing io the Coapany's 

fuel door and Sid recoadiation. If a Conmasy plan of reorgrnizsion claimant with the 

toms ofthlsOrder does so become semi" Om it is wady agreed and sdpukted by the 

pattirs. and the Commission hereby ORDERS dot, nukes adcpted bra subsequent fad order, 
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DOCKET NO.12700 AGREED ORDER 	 PAGE RI 

ao pat claw prior thterira order or dis Order. Woks the attached &Kw of hot ain 

conchniorn atm, obi hove any coasted estoppel. on jocksta. or afar preclusive efSset ir 

any admisistradve orjtakisi proms:Sap 

SIGNED AT AUSTIN. TEXAS theetridsty I:EA:vast OM 

PUNIC =LITT COMMISSION OF TEXAS 

ROBERT W. GES, Commiseioner 

- 

itiel l._  
W 	Commissioner 

ATITST: 

SECRETARY OF THE COMMISSION 

e 
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APPLICATION OF EL PASO 
	

BEFORE THE STATE OFFICE 
ELECTRIC COMPANY TO 

	
OF 

CHANGE RATES 
	

ADMINISTRATIVE HEARINGS 

EL PASO ELECTRIC COMPANY'S RESPONSE TO  
CITY OF EL PASO'S TENTH REQUEST FOR INFORMATION 

QUESTION NOS. CEP 10-1 THROUGH CEP 10-6  

CEP 10-2: 

Please provide documents from each rate case since the most recent previous litigated rate 
case filing in Texas for El Paso Electric Company showing: 

a. The amount requested for OPEBs and for Pensions 

b. Complete workpapers for adjustments to OPEBs and to Pensions. 

c. Testimony (or other evidence) identifying whether the amounts included for OPEBs or 
Pensions was based on GAAP accounting or actual funding. 

d. Commission adjustments (or stipulation adjustments) to Pensions. 

e. Excerpts from Commission orders showing acceptance of the funded amount for 
OPEBs and for Pensions. 

RESPONSE: 

a. Please refer to Schedule A-2, Line No. 5 — Pension and OPEB, for the amount 
requested for Other Post-Employment Benefits (OPEBs) and for Pensions filed in 
Docket No. 37690. See CEP 10-2 Attachment 1 for the excerpt from the referenced 
schedule. Amounts requested for pension and OPEB expense in Docket No. 37690 
reflect $6,978,900 and $6,781,647, respectively. 

Please refer to WP-A-3, Adjustment No. 4, Page 2 of 4, Line Nos. 1 and 2, for the 
amounts requested for OPEBs and for Pensions, respectively, as filed in Docket 
No. 40094. See CEP 10-2 Attachment 2 for the complete workpapers to the referenced 
adjustment. Amounts requested for pension and OPEB expense in Docket No. 40049 
reflect $14,238,706 and $2,993,945, respectively. 

Please refer to WP-A/A-3/B1, Adjustment No. 4, Page 2 of 19, Line Nos. 1 and 3, for 
the amounts requested for OPEBs and for Pensions, respectively, as filed in Docket 
No. 44941. See CEP 10-2 Attachment 3 for the complete workpapers to the referenced 
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adjustment. Amounts requested for pension and OPEB expense in Docket No. 44941 
reflect $8,788,332 and $436,694, respectively. 

b. Please refer to Schedule A-3, Adjustment No. 4: - Employee Pensidns & Benefits, for 
adjustments to OPEBs and Pensions filed in Docket No. 37690. See CEP 10-2 
Attachment 4 for the complete workpapers to the referenced adjustment. 

Please refer to WP-A-3, Adjustment No. 4, Page 1 of 2, Line Nos. 1 and 2 for the 
amounts requested for OPEBs and for Pensions, respectively, as filed in Docket 
No. 40094. As noted in the response to subpart a. above, see CEP 10-2 Attachment 2 
for the complete workpapers to the referenced adjustment. 

Please refer to WP-A/A-3/B1, Adjustment No. 4, Page 2 of 19, Line Nos. 1 and 3 for 
the amounts requested for, OPEBs and for Pensions, respectively, as filed in Docket 
No. 40094. As noted in the response to subpart a., above, see CEP 10-2 Attachment 3 
for the complete workpapers to the referenced adjustment. 

c. Please refer to the Docket No. 37690 direct testimony of EPE witness David G. 
Carpenter, page 17, lines 1 through 8. See CEP 10-2 Attachment 5 for an excerpt of the 
referenced testimony. 

Please refer to the Docket No. 40094 direct testimony 'of EPE witness Nathan T. 
Hirschi, page 41, lines 1 through 9. See CEP 10-2 Attachment 6 for an excerpt of the 
referenced testimony. 

Please refer to the Docket No. 44941 direct testimony of EPE witness Jennifer I. 
Borden, page 18, lines 18 through 24. See CEP 10-2 Attachment 7 for an excerpt of the 
referenced testimony. 

d. There were no Commission adjustments to Pensions specified in the Commission 
orders approving and adopting the settlement agreements in Docket Nos. 37690, 40094, 
and 44941. However, it should be noted that, in each case, the settlement revenue 
deficiency was less than the requested revenue deficiency. 

e. Please refer to the Final Orders for Docket Nos. 37690, 40094, and 44941 included as 
CEP 10-2 Attachment 8, CEP 10-2 Attachment 9, and CEP 10-2 Attachment 10, 
respectively. These Final Ordeis do not specify the OPEB and Pension amounts 
included in rates. 

Preparer: Sieven Sierra 	 Title: Supervisor-Financial Accounting 

Sponsor: Russell G. Gibson 	 Title: Vice President-Controller 

32 



EL PASO ELECTRIC COMPANY SOAH Docket No. 473-17-2686 
PUC Docket No. 46831 

CEP's 10th, Q. No. CEP 10-2 
Attachment 1 

Pa e 1 of 1 

EL PASO ELECTRC COMPANY 
2001 RATE CASE HUNG 
SCHEDULE A-2. COST OF SERVICE DETAIL EY ACCOUNT - TOTAL COMPANY 
SPONSOR DAVID d CARPENTER / GERALD W TUCKER 
PREPARER. RHONDA IDARRETT 

SCHEDULE A-2 
PAGE 1 OF 2 
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EL PASO ELECTRIC COMPANY 
	

WP/ A-3 
OPERATION AND MAINTENANCE EXPENSE 

	
ADJUSTMENT NO. 4 

EMPLOYEE PENSIONS AND BENEFITS 
	

PAGE 1 OF 4 
FOR THE TEST YEAR ENDED SEPTEMBER 30, 2011 

Line 
No. 

(a) 

Description 

(b) 

Total 
Amount 

Employee Pensions and Benefits 
FERC Account No. 926000 

1 Book Amount, As Adjusted 29,527,411 	(B) 

Lem 
2 Amount Per Books 22,426,778 (A) 

3 Adjustment $ 	7 100 633 

4 Five-Year Average Expense Ratio 79.06% 

Expense Adjustment $ 	5,613,622 

Justification for requested adjustment: 

Adjust pension and OPEB costs to reflect latest actuarial studies. 
Adjust medical costs to include expected increase of 9% in 2012. 
This adjustment is sponsored by Company witness Nathan Hirschi. 

(A) See Adj 4, pages 2, 3, & 4 
(B) See Adj 4, pages 2, 3, & 4 
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EL PASO ELECTRIC COMPANY 
	

WI:1 A-3 
OPERATION APS) MAINTENANCE EXPENSE 

	
ADJUSTMENT NO. 4 

EMPLOYEE PENSIONS AND BENEFITS 
	

PAGE 2 OF 4 
FOR THE TEST YEAR ENDED SEPTEMBER 30, 2011 

(a) 	 (b) 	 (c) 	 (d) 

Une 	 Test Year 
No. 	 Description 	 Per Book 	 Ad ustment 	 As Adjusted 

OPEB $ 	4,002,327 $ 	(215,399) $ 	3,786,928 (C) 
2 Pension Benefits 10 814 621 7,195,379 18 010 000 

3 Total $ 	14,816,948 $, 6,979,980 $, 21,796,92E 
(A) (3) 

(A) See Adj 4, page 1 
(B) See Adj 4, page 1 
(C) This amount includes the transition obligation in the same amount as included in the test year per books. 
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EL PASO ELECTRIC COMPANY 
OPERATION AND MAINTENANCE EXPENSE 
COMPENSATION COSTS 
FOR THE TEST YEAR ENDED SEPTEMBER 30, 2011 

WP/ A-3 
ADJUSTMENT NO. 4 

PAGE 3 OF 4 

(a) 	 (b) 	 (c) 	 (d) 

Test Year 
Per Book 	Adjustment 	As Ad usted 

Line 
No. 	 Description 

1 	Compensation for Performance Shares 	 1 457 g45 (1,457,845) 	 0 

Total 
	

$  1,457,845  S  (1,457,845)  $ 	0  

(A) 	 (B) 

(A) See A4 4, page 1 
(8) See A4 4, page 1 
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EL PASO ELECTRIC COMPANY 
OPERATION AND MAINTENANCE EXPENSE 
EMPLOYEE PENSIONS AND BENEFITS 
FOR THE TEST YEAR ENDED SEPTEMBER 30, 2011 

(a) 
Line . 
No. 	 Description 
1 	Amount Per Books 

2 	Book Amount, As Adjusted 

3 	Adjustment 

, WP/ A-3 
ADJUSTMENT NO. 4 

PAGE 4 OF 4 

(b) 
Total 

Amount 
$ 	6,151,985 (A) 

7,730,483  (C) (B) 

$ .. 1,578,498  

(A) See Adj 4, page 1 
(B) See Adj 4, page 1 
(C) Adjustment to reflect estimated increase in medical costs. 

Projected Claims 	 9,721,943 
Employee Share 	 (1,991,460) 

Adjusted Amount 	 7,730,483  
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EL PASO ELECTRIC COMPANY 	 WP-A/A-3/B1 
2015 TEXAS RATE CASE FILING 	 WP/ A-3 

OPERATION AND MAINTENANCE EXPENSE 	 ADJUSTMENT NO.4 

EMPLOYEE PENSIONS AND BENEFITS 	 PAGE 1 OF 19 

SPONSORf JENNIFER I. BORDEN 
PREPARER: MELODY BOISSELIER 
FOR THE TEST YEAR ENDED MARCH 31, 2015 

(a) 	 (b) 

Line 	 Total 
No. 	 Description 	 Amount 

Employee Pensions and Benefits 
FERC Account No. 926000 

1 	Expense Amount, As Adjusted 	 $ 21,645,570 

Less: 
2 	Amount Per Book 	 22,359,120  (A) 

3 	Expense Adjustment 	 $ 	(713,550)  

Note: 
(A) Excluding Palo Verde Project costs 

Total FERC Account No. 926 
	

$ 31,018,894 
Palo Verde Project Pensions and Benefits 

	
(8,659,774)  

Per Book Pensions and Benefits excluding Palo Verde 
	

$ 22,359,120  

Justification for reauested adjustment:  

Adjust various pension and benefit costs to reflect latest actuarial study costs 
reflecting current expense levels. 
The 401k costs were adjusted to reflect the Companys current contribution levels. 
Compensation for financial performance in the long-term incentive plan and employee 
transition agreements were removed from Test Year Period costs. 
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EL PASO ELECTRIC COMPANY 
OPERATION AND MAINTENANCE EXPENSE 
EMPLOYEE PENSIONS AND BENEFITS 
SPONSOR: JENNIFER I. BORDEN 
PREPARER: MELODY BOISSELIER 
FOR THE TEST YEAR ENDED MARCH 31, 2015 

WP-A/A-3/B1 
WP/ A-3 

ADJUSTMENT NO.4 
PAGE 2 OF 19 

Line 
No. 

(a) 

Description 

(b) 

Test Year 
Per Book 

(c) 

Adjustment 

(d) 

As Adjusted 

1 Other Postemployment Benefits $ 	(1,136,792) $ 	1,573,486 (A) $ 	436,694 
2 401 K Savings Plan 2,861,973 33,002 (B) 2,894,975 
3 Retirement Income Plan 8,996,542 (208,210) (A) 8,788,332 
4 Dental Insurance 227,507 227,507 
5 Long & Short Term Disability 277,445 277,445 
6 Performance & Restricted Shares 1,881,994 (1,105,814) (C) 776,180 
7 Medical Expenses 6,753,846 6,753,846 
8 Life Insurance 96,602 96,602 
9 Other Employee Benefits 1,838,065 (1,006,014) (D) 832,051 
10 Four Corners 561,938 561,938 
11 Total $ 	22,359,120 $ 	(713,550) $ 	21,645,570 

Notes: 
(A) Adjust various pension and benefit costs to reflect latest actuarial study costs 

reflecting current expense levels. 
(B) The 401k costs were adjusted to reflect the Compdny's current contribution levels. 
(C) Removal of compensation for financial performance in the long-term incentive plan. 
(D) Removal of costs related to employee transition agreements. 
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EL PASO ELECTRIC COMPANY 
OPERATION AND MAINTENANCE EXPENSE 
INTERNAL WORKPAPER- ADJUSTMENTS by CAP RATE 
EMPLOYEE PENSIONS AND BENEFITS 

WP-A/A-3/131 
WP/ A-3 

ADJUSTMENT NO 4 
PAGE 3 OF 19 

(a) 	 (b) 	 (c) 	 (d) 	 (e) 	 (f) 	 (0) 	(h) 

(b)* (c) 	(b) - (d) 	 (e)+(1)+(g) 
Adjustment to 
Service Costs 

2015 EPE Per 	 Per 2015 
Book - 	2015 EPE 	Actuarial 

Line 	 Total Per 	 Capitalized 	Per Book- Estirnate (Net 	Other 	Adjusted 

No. 	Description 	 Book Costs 	Cap Rate 	Amount 	Net Amount 	of Cap) 	Adjustments Expense  

1 Other Postemployment Benefits (1432,089) 20.62% (295,297) (1,136,792) 1,573,486 (1)-(2) 436,694 

2 401 K Savings Plan 3,605,408 20.62% 743,435 2,861,973 33,002 2,894,975 

3 Retirement Income Plan 11,333,511 20.62% 2,336,969 8,996,542 (208,210) (3)-(4) 8,788,332 

4 Dental Insurance 286,605 20 62% 59,098 227,507 227,507 

5 Long & Short Term Disability 349,515 20.62% 72,070 277,445 277,445 

6 Performance & Restricted Shares 2,370,867 20.62% 488,873 1,881,994 (1,105,814) 776,180 

7 Medical Expenses 8,508,246 20.62% 1,754,400 6,753,846 6,753,846 

8 Life Insurance 121,696 20.62% 25,094 96,602 96,602 

9 Other Employee Benefits 2 315 527 20.62% 477,462 1,838,065 (1,006,014) 832,051 

12 Total EPE Pensions & Benefits 27,459,286 5,662,103 21,797,182 1,365,276 (2,078,826) 21,083,632 

10 Four Comers 561,938 561,938 561,938 

11 Palo Verde 8,659,774 22_359 120 _,...- ...,-- 21 645 570 

Total Pensions & Benefits 36,680,998 

13 Capitalized Benefits 	 ,.. (5,662,103) 

14 Total 31 018,895 

15 Less Palo Verde (8,659,774) 

16 ,......-- 22 359 121 

2015 Actuarial Estimate (Gross) (Net of Cap) 

RIP 8,500,000 6,747,301 

Excess 950,000 754,110 

SERP 1,200,000 952,560 
10,650,000 8,453,971 (3) 

OPEB 400,000 317,520 (1) 
11 050 000 8,771 491 

2014 Actual Per Gt./Actuarial (Gross) (Net of Cap) 

RIP 8,857,639 7,031,194 

Excess 900,819 715,070 

SERP 1,153,839 915,917 
10,912,297 8,662,181 (4) 

OPEB (1,582219) (1,255,966) (2) 
9 330,078 7,406,215 
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, 

EL Paso Electric Company 	 WP-A/A-3/B1 
Calculation of 2014 Benefits and A&G Capitalization Rate 	 WP/ A-3 
For the Test Year Ended March 31, 2015 	 ADJUSTMENT NO.4 

PAGE 4 OF 19 

FERC 926000  

RAP Expense per GL $ 31,018,896 
Less: 
JE 5211 Benefits Capitalized 
JE 5051 A&G Capitalized 

(5,258,512) 
(403,591) 

36,680,999 

  

Less: 
Payroll 
Palo Verde 	 (8,659,774) 
Four Corners 	(561,938)  
Expense (before 

. capitalization) 	$ 27,459,287  

JE 5211 Benefits Capitalized 
JE 5051 A&G Capitalized 

Expense Total 
Before Capitalization % of Total 

	

5,258,512 	 27,459,287 	19.15% 

	

403,591 	 27,459,287 	1.47% 

	

Total % Benefits and A&G Capitalized 		20.62% 
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lAccount GL Journal Category 

926000 5051-CAPITALZED A&G EXP 

926000 5211-BENEFITS-CAPITAL 

($403,591_ 12) 

(55.258.511.71) 

(403,591.00) 
(5,258,512.00) 
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Attachment 3 
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Capitalized Benefits 
WP-A/A-3/B1 

WP/ A-3 
ADJUSTMENT NO.4 

PAGE 5 OF 19 

.1444013111 104R 

 

($5.662.102 83) 

CRITERIA 

CRITERIA 
Account = 926000 
Amount Type = Actuals 
GL Journal Category in 5051-CAPITALZED A&G EXP, 5211-BENEFITS-CAPITAL 
Month Number BETWEEN 201404 AND 201503 
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WP-A/A-3/B1 
WP/ A-3 

ADJUSTMENT NO.4 
PAGE 6 OF 19 

CRITERIA 
CRITERIA 

Account = 926000 
Amount Type = Actuals 
Company in {Company 98 Rollup) [Structure 21 
Month Number BETWEEN 201404 AND 201503 

Account GL Joumal Category Amount 
926000 6194-ACCR/FC EXP $491,196.00 
926000 6198-FC EXP ADJ $70,741.90 

Total Four Corners $561,937.90 

926000 6804-PALO VERDE O&M ACCR $10,829,000.00 
926000 6807-PALO VERDE O&M ADJ ($2,169,225.82) 

Total Palo Verde $8,659,774.18 
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WP-A/A-3/B1 
WP/ A-3 

ADJUSTMENT NO.4 
PAGE 7 OF 19 CRITERIA 

CRITERIA 
Account = 926000 
Amount Type =Actuals 
Company in {Company 98 Rollup} {Structure 21 
Month Number BETWEEN 201404 AND 201503 

Account Account Description 	Project 	Project Description Amount 
Amount 

Rounded 
926000 EMPLOYEE PENSIONS & BE AP761 	PENSIONS 9,199,892.16 9,199,892 a 
926000 EMPLOYEE PENSIONS & BE AP762 401K 3,605,407 97 3,605,408 
926000 EMPLOYEE PENSIONS & BE AP763 OPEB (1432,088.76) (1,432,089) 
926000 EMPLOYEE PENSIONS & BE AP764 SERP 1,175,264.64 1,175,265 a 
926000 EMPLOYEE PENSIONS & BE AP765 EXCESS BENEFIT PLAN 958,353.62 958,354 a RIP = Sum of a' 
926000 EMPLOYEE PENSIONS & BE AP766 MEDICAL INSURANCE 8,508,245.70 8,508,246 11,333,511 
926000 EMPLOYEE PENSIONS & BE AP767 LIFE INSURANCE 121,695 69 121,696 
926000 EMPLOYEE PENSIONS & BE AP768 DENTAL INSURANCE 286,604.60 286,605 
926000 EMPLOYEE PENSIONS & BE AP769 LT & ST DISABILITY INSURA 349,514.85 349,515 
926000 EMPLOYEE PENSIONS & BE AP770 STK RELATED BENEFITS 2,370,866 92 2,370,867 
926000 EMPLOYEE PENSIONS & BE Vanous PALO VERDE 8,659,774 18 8,659,774 
926000 EMPLOYEE PENSIONS & BE Vanous FOUR CORNERS 561,937.90 561,938 
926000 EMPLOYEE PENSIONS & BE Vanous CAPITALIZED BENEFITS (5,662,103 00) (5,662,103) 
926000 EMPLOYEE PENSIONS & BE Various OTHER EMPLY BENEFITS 2,315,529.30 2,315,529 

31,018,895.77 31,018,897 

Added by Reg Accounting Remove PV 8,659,774 
Rounding (2) 

22,359,121 
Schedule G-15 22,359 121 

Variance 
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EL PASO ELECTRIC COMPANY 
2015 TEXAS RATE CASE FILING 
SCHEDULE 0-15: MONTHLY O&M EXPENSE 
SPONSOR: RUSSELL GIBSON 
PREPARER: PATRICIA MASTERS/JENNIFER BORDEN 
FOR THE TEST YEAR ENDED MARCH 31, 2015 

  

C©py 
(a) 

Line 	FERC 
No. 	Acct. 	 Descri tion 

(9) 

Total 

Administrative & General Expense 

"Operation 

107 920000 	Administrative & General Salaries 
108 921000 	Office Supplies & Expenses 
109 923000 	Outside Services Employed 
110 924000 	Property Insurance 
111 924000 	Property Insurance - PV 
112 925000 	Injuries & Damages 
113 925000 	Injuries & Damages - PV 
114 926000';I • Envtwee Pensions & Beiiefits', 

28,534,750 
• 5,194,608 

15,298,587 
2,198,948 

801,372 
4,696,795 

671,513 
22,359,121 

115 926006'1,,,.Employ0 	 ;.49:F41 
116 iisobo 	Regulatory Commission Expenses 

8,659,775 
1,655,364 

117 928000 	Regulatory Commission Expenses - PV 3,156,740 
118 930100 	General Advertising Expenses 963,767 
119 930200 	Miscellaneous General Expenses 5,222,746 
120 930200 	Miscellaneous General Expenses - PV 13,297,609 
121 931000 	Rents 732,267 

122 	 Total Operation 113,443,962 

123 935000 	Maintenance of General Plant 5,830,921 

124 	 Total Administrative & General Expense 119,274,883 

EL PASO ELECTRIC COMPANY SOAH Docket No. 473-17-2686 
PUC Docket No. 46831 

CEP's 10th, Q. No. CEP 10-2 
Attachment 3 

Page 12 of 19 

WP-A/A-3/B1 
WP/ A-3 

ADJUSTMENT NO.4 
PAGE 12 OF 19 
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EL PASO ELECTRIC COMPANY 

-Queries for OPEB and Pension Benefits (SERVICE COSTS ONLY) 

'Account Project 	 Amount 

926000 - EMPLOYEE PENSIONS & BEN AP7163 - OPEB (SI .582,219.00J 

($1,582219.00) 

SOAH Docket No. 473-17-2686 
PUC Docket No. 46831 

CEP's 10th, Q. No. CEP 10-2 
Attachment 3 

Page 17 of 19 
WP-A/A-3/131 

WP/ A-3 
ADJUSTMENT NO.4 

PAGE 17 OF 19 

(1,582,219) 

imp_t_st _Reposnory,sktsussinary 
Mrl-rstifF2,- 

CRITERIA 
CRITERIA 

Account = 926000 
Amount Type = Actuals 
Company in {Company 98 Rollup} [Structure 2) 
GL Journal Category = 6236-0THR PST RE T BEN-106 
Month Number BETWEEN 201404 AND 201503 
Project = AP763 

Account ProjeCi Amount 

925000 - EMPLOYEE PENSIONS & BEN AP761 - PENSIONS $8.587.639_00 8,857,639 

58.587.639.00 

 

:TV,4=4  

 

CRITERIA 
CRITERIA 

Account = 926000 
Amount Type = Actuals 
Company in {Company 98 Rollup} {Structure 21 
GL Journal Category = 6239-RET IRE INCOME PLAN 
Month Number BETWEEN 201404 AND 201503 

Clwa---kneP°6114frf lik411 
— 	—,1WW:7—SKOMIttRMITri 

Account 	 Project 
	

Amount 

1926000 - EMPLOYEE PENSIONS & BEN AP765 - EXCESS BENEFIT PLAN $900.819_00 

5900,819_00 

900,819 
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CRITERIA 
CRITERIA 

Account = 926000 
Amount T ype = Actuals 
Company in {Company 98 Rollup} [Structure 21 
GL Journal Category 6248-SUP PNSN EXP-SUP RE T 
Month Number BETWEEN 201404 AND 201503 
Project = AP764 

Z,••••••-1 	 

AccoUnt 	 Project 	Amount 

I 926000 - EMPLOYEE PENSIONS & BEN AP764 - SERP $1_153.839.00 

$1_153.839.00 

EL PASO ELECTRIC COMPANY SOAH Docket No. 473-17-2686 
PUC Docket No. 46831. 

CEP's 10th, Q. No. CEP 10-2 
Attachment 3 

Page 18 of 19 

WP-A/A-3/B1 
WP/ A-3 

ADJUSTMENT NO.4 
PAGE 18 OF 19 

1,153,839 
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EL PASO ELECTRIC COMPANY SOAH Docket No. 473-17-2686 
PUC Docket No. 46831 

CEP's 10th, Q. No. CEP 10-2 
Attachment 3 

Page 19 of 19 

VVP-A/A-3/B1 
WP/ A-3 

ADJUSTMENT NO.4 
PAGE 19 OF 19 

El Paso Electric Company 
Calculation of 401(k) Expenses 

Description Amount 
Test year 401(k) expense $ 	3,605,408 Gross 401(k) 

Divided by: Test year gross payroll 
including incentive compensation $ 93,374,012 	(Adjustment 3 p3) 

401(k) expense percent of payroll 3.861254% 

Times: Requested gross payroll $ 94,450,715 (Adj 3, p2, lines 9+12) 

Requested 401(k) expense $ 	3,646,982 
Benefit O&M % 79.38% 

2,894,975 
Less: Test year expense $ 	2,861,973 
Adjustment to 401(k) expense 33,002 
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EL PASO ELECTRIC COMPANY SOAH Docket No. 473-17-2686 
PUC Docket No. 46831 

CEP's 10th, Q. No. CEP 10-2 
Attachment 4 

Page 1 of 2 

EL PASO ELECTRIC COMPANY 
	

SCHEDULE A-3 
OPERATION AND MAINTENANCE EXPENSE 

	
ADJUSTMENT NO. 4 

EMPLOYEE PENSIONS AND BENEFITS 
	

PAGE 1 OF 2 
FOR THE TEST YEAR ENDED JUNE 30, 2009 

(a) 	 (b) 

Line 
No. 

 

Description 

 

Total 
Amount 

   

     

Employee Pensions and Benefits 
Pension and OPEB Expense Only 

FERC Account No. 926000 

Book Amotent, As Adjusted 

Less: 

16,956,928 

2 Amount Per Books 9,923,350 

3 Adjustment $ 	7,033,578 

4 Five-Year Average Expense Ratio 81.15% 

5 Expense Adjustment 5,107,749 

Justification for requested adiustment: 

Adjust pension and OPEB costs to reflect latest actuarial studies 
Sponsored by David Carpenter 
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EL PASO ELECTRIC COMPANY SOAH Docket No. 473-17-2686 
PUC Docket No. 46831 

CEP's 10th, Q. No. CEP 10-2 
Attachment 4 

Page 2 of 2 

EL PASO BLECIRIC COMPANY 
OPERATION AND MAINTENANCE EXPENSE 
EMPLOYEE PENSIONS AND BENEFITS 
FOR THE TEST YEAR ENDED JUNE 10, 2009 

SCHEDULE A-3 
ADJUSTMENT NO. 4 

PAGE 2 OF 2 

(a) 	 (b) 	 (c) 

Test Year 
Per Book 	Adjustment 	As Adjusted 

Line 
No. 	 Description 

1 OPE/3 a it t 	6,572,047 1,784,881 $ 	8,356,928 
2 Pension Beneftts 3,351,303 5.248,697 8 600 000 Er 

3 Total 5 9,923,350 $ , 7,033 578 $ 	16,956,928 

(A) This amount includes the transition obligation in the same amount as included in the test year per books. 
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PUC Docket No. 46831 

CEP's 10th, Q. No. CEP 10-2 
Attachment 5 

Page 1 of 2 

DOCkET NO. 37690 

APPLICATION OF EL PASO ELECTRIC 
COMPANY TO CHANGE RATES, TO 
RECONCILE FUEL COSTS, TO ESTABLISH 
FORMULA-BASED FUEL FACTORS, AND 
TO ESTABLISH AN ENERGY EFFICIENCY 
COST RECOVERY FACTOR 

PUBLIC UTILITY COMMISSION 

OF TEXAS 

DIRECT TESTIMONY OF 

DAVID G. CARPENTER 

FOR 

EL PASO ELECTRIC COMPANY 

(REVENUE REQUIREMENT) 

DECEMBER 2009 

DIRECT TESTIMONY 
DAVID G. CARPENTER 

81. 
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CEP's 10th; Q. No. CEP 10-2 
Attachment 5 

Page 2 of 2 

	

1 	 Q. Pensions and Other Postemoloyment Benefits (Section 36.065) 

2 Q. HAS THE COMPANY CALCULATED ITS PENSION AND POSTEMPLOYMENT 

	

3 	BENEFITS EXPENSES IN ACCORDANCE WITH SECTION 36.065? 

	

4 	A. 	Yes, it has reflected pensions and other post-emploÿment benefits in revenue 

	

5 	requirements based upon actuarial studies in accordance with generally accepted 

	

6 	accounting standards. The Company has not established a reserve account for 

	

7 	pension and other post-employment benefit expenses in accordance with 

	

8 	Section 36.065(b). 

9 

	

10 	 » 	V. EPES COST OF SERVICE AND RATE BASE  

11 Q. 'BEFORE DISCUSSING THE SPECIFIC SCHEDULES YOU SPONSOR, ARE 

	

12 	THERE ANY ,  NOTEWORTHY ITEMB YOU WISH TO DISCUSS CONCERNING 

	

13 	THE COMPANY'S CAPITAL INVESTMENTS AND ITS PLANT IN SERVICE 

	

14 	VALUES? 

	

15 	A. 	Yes, there are two such items: First, how the Company is presenting the capital 

	

16 	additions it has made since its last rate case, and, second, the value of the PVNGS 

	

17 	included in rate base and oist of service for Texas ratemaking purposes. 

18 

	

19 	 A. Capital Additions Since the Last Rate Case 

	

20 	Q. HOW IS THE COMPANY PRESENTING THE CAPITAL ADDITIONS IT HAS MADE 

	

21 	SINCE ITS LAST RATE CASE? 

	

22 	A. 	The Company's last base rate case was Docket No. 12700, which was filed in 

	

23 	January 1994, used a test year ending June 30, 1993, and was decided in August 

	

24 	1995. Since that case, the Company has made over $1.2 billion in capital additions 

	

25 	necessary to continue fulfilfing its obligation to serve. The Company is going beyond 

PAGE 17 OF 89 	 DIRECT TESTIMONY 
DAVID G. CARPENTER 
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'DOCKET NO. 40094 

APPUCATION OF EL PASO ELECTRIC 
COMPANY TO CHANGE RATES AND 
TO RECONCILE FUEL COSTS  

§ 	PUBLIC UTILITY COMMISSION 
§ 
§ 	 OF TEXAS 

DIRECT TESTIMONY OF 

NATHAN T. HIRSCH! 

FOR 

EL PASO ELECTRIC COMPANY 

(REVENUE REQUIREMEND 

FEBRUARY 1, 2012 

DIRECT TESTIMONY 
NATHAN T. HIRSCHI 

249 
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Page 2 of 2 

	

1 	 Pensions and Benefits (Adiustment 4)  

	

2 	Q. PLEAŠE DISCUSS THE ADJUSTMENT TO PENSIONS AND BENEFITS. 

	

3 	A. 	This adjustment increases pension cost, Postretlrement Benefits Other Than 

	

4 	Pensions rOPEB") and medical costs to reflect the expected cost of those benefit 

	

5 	programs in 2012. The actuarial study supporting the requested amounts for 

	

6 	pension and OPEB costs is included in Schedule G-2.1 and supported by 

	

7 	Mr. Carpenter. Per PURA 36.065 and Subst. Rule 25.231(b)(1)(H) OPEB is 

	

a 	recorded in accordance with GMP - see Schedules G-2.1 and G-2.2. Thus revised 

	

9 	• 	actuarial estirnates were obtained to propose the 2012 OPE8 cost adjustments. It 

	

10 	should be noted that the estimated discount rate used to establish 2012 expense has 

	

11 	now been.  set in accordance with GAAP at 4.3% rather than 4.6% used in the 

	

12 	estimate. As a result, pension and OPEB costs included in the adjustment are 

	

13 	understated. The medical costs were developed by the Company's benefit plan 

	

14 	insurance !maker (in consultation with our medical claims processor - Blue Cross 

	

15 	Blue Shield of Texas). The insurance broker utilized historic medical cost trends in 

	

16 	developing the estimates. 

	

17 	 The long-term incentive amount that has been requested does not includeithe 

	

18 	portion of the compensation expense (totaling $1,457,845) that was calculated 

	

19 	utilizing financial based measures. As a result, the Company is asking for only the 

	

20 	amount of long-term incentives that relate to retention incentives. 

21 

	

22 	 Decommissioning ExoensekAdiustmcnt  

	

23 	Q. PLEASE DESCRIBE THE ADJUSTMENT TO DECOMMISSIONING EXPENSE. 

	

24 	A. 	The Company has calculated the amount of decommissioning funding that is 

	

25 	necessary to provide for the removal of the three Palo Verde nuclear units at the end 

	

26 	of their operating life including the 20 year life extension approved by the Nuclear 

PAGE 41,OF 54 	 DIRECT TESTIMONY 
NATHAN T. HIRSCHI 
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Attachment 7 
Page 1 of 3 

DOCKET NO 0941 

APPLICATION OF EL PAW') ELECTRIC 	§ 	PUBLIC UTILITY COMMISSION 
COMPANY TO CHANGE RATES 	§ 	 OF TEXAS 

DIRECT TESTIMONY 

OF 

JENNIFER I. BORDEN 

FOR 

EL PASO ELECTRIC COMPANY 

AUGUST 2015 

274 
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1 	A. 	The non-financial incentive O&M expense ratio is applied to total Company non- 

	

2 	financial incentive expense to calculate the amount that is expected to be expensed 

	

3 	to utility O&M accounts. In addition to non-financial incentive costs that should be 

	

4 	expensed to utility O&M, total non-financial incentive costs include amounts that 

	

5 ' 	should be expensed to other income arid expenses as well as amounts that are 

	

6 	capitalized. By applying the ratio to total gross non-financial incentive costs, the 

	

7 	annualized amounts that are unrelated (o O&M expense are excludeil from the 

Companys request for O&M expense. This methodology is consistent with the 

treatment used in adjusting the capitalized financial incentive compensation adjusted 

	

10 
	

out of plant in service discussed later in my testimony. 

11 

	

12 	Q. WHAT IS THE TOTAL. ADJUSTMENT AMOUNT TO THE TEST YEAR SALARIES 

	

13 	AND WAGES? 

	

14 	A. 	The resulting adjustment included in the revenue requirements Test Year is 

	

15 	$1,448,099. Adjustments 13 and 25 also contain an adjustment to salaries and 

	

16 
	

wages and will be discussed later in my testimony. 

17 

	

18 	 Pensions and Benefits (Adiustment 4)  

	

19 	Q. PLEASE DISCUSS THE ADJUSTMENT TO PENSIONS AND BENEFITS. 

	

20 	A. 	Adjustment No. 4 reduces Test Year pension and benefits expense in the net 

	

21 	amount of $713,550 to reflect known and measurable costs as follows: 

	

22 	1. Pension and post-retirement benefits other than pensions COPEB") were 

	

23 	 adjusted by $1,365,276 to reflect the 2015 actuarial estimates prepared by 

	

24 	 PricewaterhouseCoopers. EPE witness Hirschi discusses the pension and 

	

25 	 OPEB plans in his testimony; 

18 	 DIRECT TESTIMONY OF 
JENNIFER I BORDEN 
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1 	2. The 401(k) costs were adjusted by $33,002 to refled the Companys current 

	

2 	 contribution level. These costs reflect the changes in the 401(k) plan and are 

discussed by EPE witness Hirschi; 

	

4 	3. Costs for employee transition agreements of $1,006,014 were removed from the 

	

5 	 Test Year costs; and 

	

6 	4. The Test Year long-term incentive plan costs were reduced by $1,105,814 to 

	

7 	 exclude the portion of the compensation expense that was calculated utilizing 

	

8 	 financial-based measures. 

	

9 	Along with payroll expense, a portion of the adjusted pension and benefit expense is 

	

10 	also capitalized to construction work in progress and expensed to other income and 

	

11 	expenses. Thus, the various annual costs for pension and benefits are net of those 

	

12 	amounts capitalized and expensed to other income and expenses 

13 

14 	 Decommissioning Expense (Adjustment 5)  

15 	Q. PLEASE DESCRIBE THE ADJUSTMENT TO DECOMMISSIONING EXPENSE. 

16 A. 	The Company has calculated the amount of decommissioning funding that is 

17 	necessary to provide for the removal of the three nuclear units at PVNGS at the end 

18 	of their operating life, including the 20-year life extension approved by the Nuclear 

19 	Regulatory Commission in 2011. The decommissioning funding is based on the 

20 	decommissioning estimate included in the decommissioning study sponsored by 

21 	EPE witness Francis Seymore. As EPE witness Lisa Budtke' explains, based on the 

22 	current amount of the decommissioning funds, together with expected retums, the 

23 	Company is requesting no decommissioning funds in this case. In addition EPE is 

24 	requesting the Asset Retirement Obligation ("ARO") accretion expense for local fossil 

25 	fuel plants totaling $108,261. The net adjustment to the per book ARO accretion 

19 	 DIRECT TESTIMONY OF 
JENNIFER I. BORDEN 
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PUC DOCKET NO. 37690 
SOAH DOCKET NO. 473-10-1677 

APPLICATION OF EL PASO 
ELECTRIC COMPANY TO CHANGE 
RATES, TO RECONCILE FUEL 
COSTS, To ESTABLISH 
FORMULA-BASED FUEL FACTORS, 
AND TO ESTABLISH AN ENERGY 
EFFICIENCY COST RECOVERY 
FACTOR 

§ 	PUBLIC UTILITY COMMISSION 

OF TEXAS 

ORDER 

This Order addresses the application of El Paso Electric Company (EPE) for authority to 

change rates, to establish formula-based fixed fuel factors, and to establish an energy efficiency 

cost recovery factor consistent with the Joint Motion to Implement Stipulation and Agreement 

and to Approve Interim Rates (Agreement) signed by all oethe parties to this proceeding. This 

docket was processed in accordance with applicable statutes and Public Utility Commission of 

Texas (CommissiOn) rules. EPE, Commission Staff, the City of El Paso (City), the Office of 

Public Utility Counsel (OPUC), the Texas State Agencies, Texas Industrial Energy Consumers 

(TIEC), Freeport-McMoRan Copper & Gold, Inc. (Freeport-McMoRan), Wal-Mart Stores Texas, 

LLC and Sam's East, Inc. (Wal-Mart), and the United States Department of Defense and All 

Other Federal Executive Agencies (DOD/FEA) (collectively, Signatories) filed the Agreement, 

which resolves all issues in this proceeding. Consistent with the Agreement, EPE's application 

is approved. 

The Commission adopts the following findings of fact and conclusions of law: 

Procedural Hisiorv 

1. 	on December 9, 2009, EPE subniitted an application to the Commission saagig t1e  . 

following: 	 at, 
•• 

r"r7 LI 	• 
Reflecting the recommendation of all the parties the fitel reconciliation phase of this case has ttt sealed and 

placed into Apphcauon of El Paso Electric Company so Reconcile Fuel Costs (Severed From PVC Docket No. 37690). SOAH 
Docket No. 473-10-4554, Docket No. 38361 (pending). 

I. Findings of Fact 

iz 
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• an overall increase in annual Texas retail revenues of $51.6 million, or 12.9% 

percent; over its -adjusted test year revenues (exclusive of fuel revenues and 

energy efficiency costs); 

• reconciliation of its fuel and purchased power costs for the Reconciliation Period 

of March 2007 through June 2009; 

• approval of a formula-based fixed fuel factor bnder P.U.C. SUBST. 

R. 25.237(a)(1); and 

• approval of an Energy Efficiency Cost Recovery Factor (EECRF) under P.U.C.` 

SUBST. R. 25.181(f), along with the recovery within the EECRF of the energy 

efficiency costs that EPE was allowed to defer for future recovery in Docket 

No. 35612.2  

2. EPE proposed an effective date that would permit the new base rates to be implemented 

beginning July 1, 2010. 

3. EPE used the 12-month test year beginning July 1, 2008 through June 30, 2009. 

4. Notice of EPE's application was published once each'week for four consecutive weeks in 

a newspaper having general circulation in each county in EPE's Texas service territory. 

In addition, EPE provided indiVidual notice to EPE's Texas retail customers; each 

municipality within EPE's service area with original jurisdiction over EPE's retail rates; 

and Commission staff, OPUC, and the City, who were all the parties to EPE's last fuel 

reconciliation proceeding, Docket No. 34695.3  

5. EPE timely filed appeals with the Commission of actions of the following municipalities 

exercising original jurisdiction within their service territory: Town of Anthony, Town of 

2  Application of El Paso Elee:tric Company to Deftr Energy Efficiency Costs Under PURA § 39.905 and P.0 C Suitsr 
R 25 181(1). Docket No. 35612, Order (Sep. 12, 2008). 

3  Petition of El Paso Ekaric Company to Reconcile Fuel Costs and Revenues and Request to Recover Mine Closing 
Costs. Docket No. 34695, Order (Jul. 21, 2008). 

1 
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Horizon City, Town of Clint, Town of Vinton, Town of Van Horn and City of Socorro. 

All such appeals were consolidated for determination in this docket. 

6. The following parties were granted intervenor status in this docket: OPUC, the Texas 

State Agencies, the City, TIEC, Freeport-McMoRan, DODIFEA and Wal-Mart. 

Commission Staff was also a participant in this docket. 

7. On December 9, 2009, the Commission referred this case to the State Office of 

Administrative Hearings (SOAH) to conduct an evidentiary hearing and preparation of a 

proposal for decision, if necessary. 

8. On December 17, 2009, the SOAH Administrative Law Judge (ALJ) tiled Order No. 1, 

suspending the effective date of the proposed tariff changes for 150 days until 

June 14, 2010. 	The effective date was subsequently extended by EPE until 

September 1, 2010. 

9. On January 15, 2010, the Commission issued the Preliminary Order setting forth the 
. 
issues to be addressed in this proceeding. 

10. On April 23, 2010, the ALJ filed Order No. 7, granting an unopposed motion to extend 

the procedural schedule indefinitely in order to facilitate settlement negotiations among 

the parties. 

11. On June 16, 2010, the 
,
Signatories filed the Agreement, together with their Joint Motion 

to facilitate consideration and implementation of the Agreement. The Agreement is 

signed by all of the parties to this proceeding. 

12. On June 22, 2010, the ALJ filed Order No. 14, implementing the Signatories' Joint 

Motion by admitting into evidence EPE's application, direct testimony and exhibits, 

notice affidavits, and the Agreement and its attachments, and severing and placing into a 
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new docket the fuel reconciliation phase of the case_ for resolution of the one issue that 

was not settled. After the severance, the proceeding was also dismissed from the SOAH 

docket and returned to the Commission for further processing as a settled case. 

13. Order No. 14 also granted the Signatories request that EPE be authorized to implement 

the new base rates, fitel factor and EECRF on an interim basis, effective July I, 2010. 

These interim rates were subject to refund or surcharge in accordance with P.U.C. PROC. 

R. 22.125(e). The Signatories intend that the Commission approve as permanent rates the 

same rates placed into effect on an interim basis. 

Description of the Aereentent 

14. The Signatories to the Agreement agree that its overall terms and conditions result in just 

and reasonable rates and that the public interest will be served by resolution of the issues 

addressed herein in the manner prescribed by the Agreement 

Base Rates 

15. The Agreement provides for an overall $17.150 million dollar base rate increase in EPE's 

Texas retail service areas, effective for service on or after July 1, 2010. 

16. The Agreement provides that the post-bankruptcy fresh start values for the Palo Verde 

Nuclear Generating Station (Palo Verde) as of June 30, 2009, proposed by EPE, with 

retirements adjusted to the fresh start basis, are accepted and will be used as the basis for 

that investment in this and future dockets, except that the jurisdictional allocation is 

subject to review on a prospective basis in future proceedings. 

17. The Agreement provides that all additions to electric plant in service from July 1, 1993 

through June 30, 2009, are reasonable and necessary and are to be included in rate base; 

except that in future rate cases, EPE's investment in the Copper gas turbine will be 

excluded from rate base, and EPE will not include depreciation on the Copper gas turbine 

in revenue requirements in future cases. 
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18. The Agreement provides that the investment in EPE's new Customer Information System 

(CIS) is included in rate base, and the related amortization (depreciation) is included in 

cost of service. The CIS system will be amortized over a 10-yeax period. 

19. The Agreement provides that EPE shall include the loss on reacquired debt associated 

with the refinancing of the first mortgage bonds in 2005 in the cost of debt in future rate 

proceedings. 

20. The Agreement provides that effective July 1, 2010, EPE shall utilize a return on equity 

of 10.125% for purposes of calculating Allowiince for Funds Used During Construction 

(AFUDC) and for calculating carrying costs pursuant to P.U.C. SUBST. R. 25.181(t)(7) 

regarding deferred energy efficiency costs. 

21. The Agreement provides that EPE's proposed depreciation rates shall be utilized but are 

subject to review on a going-forward basis in future rate proceedings. 

22. The Agreement provides that the balance of accumulated depreciation as of 

June 30, 2009, shown on Schedule D-1 of the Rate Filing Package, reflecting the 2002 

depreciation study that EPE began using in 2004, shall be used. 

23. The Agreement provides that EPE will be allowed Palo Verde decommissioning funding 

of S7 million on a Texas jurisdictional basis, but that this funding shall be subject to 

review and adjustment on a going-forward basis in future proceedings. 

24. The Agreement provides that any Renewable Energy Credits (RECs) that EPE purchases 

will not be recovered as a fuel expense. 

25. The Agreement provides how the authorized revenue increases shall be allocated among 

customer classes. 
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26. The Agreement provides for an ageed tariff that was implemented on an interim basis. 

27. The Agreement provides that EPE will ainortize all rate case expenses of EPE and the 

City incurred in this case, including those incurred in the severed fuel reconciliation 

docket for litigation of the Four Comers final mine closing costs. EPE will amortize total 

rate case expenses in the total amount of S4,683,853 over a two-year period. Of this 

amount, S740,000 represents reimbursable rate case expenses of the City of El Paso. 

28. Under the Agreement, EPE will reimburse the City of El Paso for its rate case expenses 

within 20 days of the City's invoice to EPE. 

Fuel Factor 

29. The Agreement provides that EPE will implement a fuel factor adjustment formula 

effective July 1, 2010. The formula is calculated using the following steps: 

a. The fuel and purchased power costs are sepamted into two parts. 

b. One part, the Historical Portion Costs, which will be based on the Monthly Fuel 

Reports that EPE files pursuant to P.U.C. SUBST. R. 25.82 and 25.238, consists of 

actual nuclear fuel expense, coal expenses, Four Corners Mine Reclamation costs, 

and any credits or costs for nitrogen oxides (N0,1) or sulfur oxides (SO) 

emissions credits. 

c. The second part, the "Projected Market Adjusted Costs,'" includes the remainder 

of eligible fuel costs, which primarily consists of natural gas and purchased power 

expenses. 

d. The Projected Market Adjustment will be developed based upon average Permian 

Basin natural gas futures prices for the 'rate year 'divided by the simple average of 

the Pemrian Basin natural gas prices for the 12-month historical period. The' 

simple iverage of the historical period will be the simple average of the 12 

monthly averages, each of which include the daily prices weighted hy volumes 

traded. 
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e. The average Permian Basin natural gas futures prices for the rate year will-be 

determined by using the average of Permian 13asin natural gas futures prices for 

the rite year for the most recent 10-day period as published in the New York 

Mercantile Exchange futures contracts listing. 

f. The Projected Market Adjusted Costs, which primarily consists of natural gas and 

purchased power expenses, is multiplied by the Projected Market Adjustment. 

g. These Projected Market Adjusted Costs are added to the Historical Portion Costs 

to derive the Total Fixed Fuel Factor Costs. 

h. The Total Fixed Fuel Factor Costs are divided by the actual sales for the 

12-month historical period to derive the Fixed Fuel Factor. 

i. The latest Commission-approved voltage level multipliers are applied to this 

average fuel factor rate to derive a fixed fuel factor by voltage level. 

30. When the Commission resolves the issue of the amount of the Four Corners final mine 

reclamation costs that are recoverable, EPE shall include an amortization of the amount 

in the fuel factor calculations pursuant to the formula. 

31. Under ,the Agreement and the proposed formula, EPE should implement a revised 

composite fuel factor of $.029394 per kWh, effective with the first billing cycle of the 

July I, 2010 billing month. 

32. The Agreement provides that EPE will retain 10% of the margins from off-system sales 

and credit to fuel costs 90% of the off-system sales Margins beginning July 1, 2010. 

33. The Agreement provides that-expenses recorded in Account 509 and revenues recorded in 

Account 411.8 from the purchase and sale of nitrous oxides or sulfur dioxide emissions 

allowancei will be allowed as eligible fuel expense going forward and included in EPE's 

fixed fuel factor. 
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34. The Agreement also provides that Palo Venle performance standards are revised to 

reflect the increase in Palo Verde capacity. 	' 

Energy Efficiency 

35. The Agreement provides that EPE will implement an EECRF effective July 1, 2010. 

36. In Docket No. 35612, EPE was authorized to defer the costs of complying with the 

energy efficiency requirements of PURA4  § 39.905 and to recover the deferred costs 

through an EECRF upon the June 30, 2010, expiration of the rate freeze. 

37. The Agreement provides that EPE will amortize over a three-year period the energy 

efficiency costs deferred under the order in Docket No. 35612. 

38. The Agreement proVides that to the extent that the costs were estimated for the period 

July 1, 2009 , to June 30, 2010, those costs shall be trued-up to actual expense in EPE's 

pending EECRF proceeding, Docket No. 38226.5  

39. The agreed-upon EECRF is based on the amount of deferred energy efficiency costs and 

projected energy efficiency costs included in EPE's requested EECRF of $2,594,665 

allocated to the eligible customer classes on a program-by-program basis using energy as 

the allocator. The factors by class are: 

4  Public Utility Regulatory Act. TEX. Um_ Coon ANN. §I 11.001-66.016 (Vernon 2007 & Supp. 2009). 

AppliCation of El Paso Electric Company for Approval to Revise as Energy Efficiency Cost Recovery Factor, SOAH 
Docket No. 473-10-4554, PUC Docket No. 38226 (pending). 
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Rate Description Per Kilowatt-hour (kWh) 
01 Residential Service $0.00093 
02 Small Commercial Service $0.00083 
07 Outdoor Recreational Lighting Service $0.00049 
08 Gov't Street Lighting and Signal Service SO.00049 
11 Municipal Pumping Service $0.00120 
21 Water Heating $0.00122 
22 Irrigation Service $0.00070 
24 General Service $0.00132 
25 Large Power Service S0.00070 
34 Cotton Gin Service $0.00049 
41 City and County Service $0.00128 
43 University Service 

• 
$0.00116 

46 Cogeneration/Small Power—Maintenance $0.00057 
Service 

47 Cogeneration/Small Power—Backup $0.00057 
Service 

Consistency of the Agreement with PURA and Commission Requirements 

40. The Agreement is the result of good faith negotiations by the parties, and these efforts, as 

well as the overall result of the Agreement viewed in light of the record as a whole, 

support the reasonableness and benefits of the terms of the Agreement. 

41. The total level of the Texas retail revenue requirement contemplated by the Agreement 

will allow EPE the opportunity to earn a reasonable return over and above its reasonable 

and necessary operating expenses. 

42. The revenue requirement stipulated in the Agreement is consistent with applicable 

provisions of PURA Chapter 36 and Commission rules. 

43. A return on equity of 10.125% only for purposes of calculating AFUDC and for 

calculating carrying costs pursuant to P.U.C. SUBST. R. 25.181(t)(7) regarding deferred 

energy efficiency costs, is reasonable. 
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44. It is reasonable for purposes of this proceeding to adopt the depreciation rates proposed 

by EPE in its direct case. The adopted depreciation rates are set forth in Schedule D-4 to , 

the Rate Filing Package, Attachment 1 to this Order. 

45. It is reasonable to adopt the post-bankruptcy fresh start values for Palo Verde proposed 

by EPE, with retirements adjusted to the fresh start basis, in this docket and in future 

dockets. 

46. The record supports the inclusion in rate base of all of EPE's additions to electric plant in 

service from July 1, 1993 through June 30, 2009, except for EPE's investment in the 

Copper gas turbine, which shall be excluded from rate base. 

47. It is reasonable to include EPE's investment in the new CIS in rate base and the related 

amortization (depreciation) in cost of service. In addition, it is reasonable to amortize the 

costs of the CIS system over a 10-year period. 

48. It is reasonable for EPE to include the loss on reacquired debt associated with the 

refinancing of the first mortgage bonds in 2005 in the calculation of the weighted cost of 

debt in future rate proceedings as proposed bý EPE in this case. 

49. For purposes of this proceeding, it is reasonable to adopt the balance of accumulated 

depreciation reflecting the 2002 depreciation study that EPE began using in 2004. 
, 

50. It is reasonable to allow EPE to collect $7 million oit a Texas jurisdictional basis for Palo 

Verde decommissioning fimding subject to review and adjustment on a going-forward 

basis in future proceedings. 

51. It is reasonable that EPE not recover the costs of RECs it purchaseias fuel expenses. 

52. The proposed miscellaneous service charges.are reasonable. 

lp 
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53. It is reasonable that EPE amortize its rate case expenses of $4,683,853, which include 

$740,000 of reimbursable expenses of the City of El Paso, over a two-year period. 

54. It is reasonable for EPE to reimburse the City of El Paso for rate case expenses within 20 

days of the City's invoice to EPE. 

55. The allocation of the revenue increase among customer classes as described in 

Attachment 2 to the Agreement is just and reasonable. 

56. The settled rate design reflected in the rate schedules included in Attachment 2 to this 

Order, including the additiOnal tariff provisions reflected therein and in Sections 2 and 3 

of EPE's proposed tariff, is just and reasonable. 

57. The proposed formula for calculating the fuel factors is reasonable., 

58. EPE has calculated the proposed fuel faCtors in compliance with the formula. 

59. The proposed fuel factors utilize a Commission-approved adjustment to account for line 

losses corresponding to the voltage at which EPE provides electric service pursuant to 

P.U.C. SUBST. R. 25.237(c)(2)(B). 

60. Consistent with the Agreement, the proposed formula-based fuel factor and the specific 

fixed fuel factors to be effective July 1, 2010, provide reasonable estimates of the eligible 

fuel costs during the time period that they are applicable and are therefore reasonable and 

should be approved. 

61. The EECRF under the Agreement conforms to the requirements of the decision in Docket 

No. 35612 and P.U.C. SUBST. R. 25.181(0 in the costs that it includes, and the 

assignment and allocations to the classes are appropriate. 

I I 
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II. Conclusions of Law 

1. EPE is a public utility as that term is defined in PURA § 11.004(1) and an electric.utility 

as that term is defined in PURA ,§ 31.002(6). 

2. The Commission exercises regulatory author4 over EPE and jurisdiction over the 

subject matter of this application pursuant to PURA §§ 14.001, 32.001, 32.101, 33.002, 

33.051, 36.001-36.111, 36.203 and 39.905. 

3. This docket was processed in accordance with the requirements of PURA and the Texas 

Administrative Procedure Act, TEX. Gov'T CODE A. Chapter 2001 (Vernon 2008 & 

Supp. 2009). 

4. EPE provided notice of the application in compliance with PURA § 36.103 and P.U.C. 

PROC. R. 22.51(a) and (b). 

5. The Agreement, taken as a whole, is a just and reasonable resolution of all the issues it 

addresses, results in just and reasonable rates, terms and conditions, is consistent with the 

relevant provisions of PURA, and is consistent with the public interest. 

6. The revenue requirement, cost allocation, revenue distribution, and rate design 

contemplated by the Agreement result in rates that are just and reasonable, comply with 

the ratemaking provisions of PURA, and are not unreasonably discriminatory or 

preferential. 

7. EPE's rates resulting from the Agreement are just and reasonable and meet the 

requirements of PURA § 36.003. 

8. Under P.U.C. SUBST. R. 25.237(a), fuel factors may be determined using a 

'Commission-approved, utility-specific fuel factor formula, which may be approved in a 

general rate change proceeding. 
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9. The amounts collected by EPE under the stipulated fixed fuel factors are subject to final 

review by the Commission under PURA .§ 36.203 and P.U.C. SUBST. R. 25.236(d) in 

EPE's next applicable fuel-reconciliation proceeding. 

10. EPE's petition, as reflected in the Agreement, to establish a formula-based fixed fuel 

factor and to establish specific fixed fuel factors effective July 1, 2010, meets the 

requirements set out in P.U.C. SUBST. R. 25.237. Approval of both the formula and the 

specific fixed fuel factors represents a reasonable resolution of the fuel-factor issues in 

this proceeding and is consistent with the Commission's rules, the requirements of 

PURA, and the public interest. 

11. Under PURA § 39.905 and P.U.C. SUBST. R. 25.181, EPE is qualified to file for an 

EECRF to be effective with the June 30, 2010, termination of the freeze period. 

12. The agreed EECRF conforms to the requirements of P.U.C. SUBST. R. 25.181. The 

forecast of EECRF costs is reasonable, the assignments and allocations are appropriate, 

and the calculations of the EECRF are in accordance with P.U.C. SUBST. R. 25.181(f). 

13. The Agreement resolves all issues pending in this docket. 

14. The tariff sheets and rate schedules included in the Agreement are just and reasonable 

and accurately reflect the terms of the Agreement. 

15. The Commission's adoption of a final order consistent with the Agreement satisfies the 

requirements of the Administrative Procedure Act, TEX. Gov'T CODE ANN. §§ 2001.051 

and 2001.056 (Vernon 2008 & Supp. 2009) without the necessity of a decision on 

contested case issues resulting from a hearing on the merits. 

16. The requirements for informal disposition pursuant to P.U.C. PROC. R. 2235 have been 

met in this proceeding. 
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III. Ordering Paragraphs 

In accordance with these findings of fact and conclusions of law, the Commission issues 

the following order: 

1. Consistent with the Agreement, EPE's application is approved. 

2. Consistent with the Agreement, the rates, terms, and conditions described in this Order 

are approved. 

3. Consistent with the Agreement, the tariffs, rate schedules and riders approved on an 

interim basis in Order No. 14 are approved. 

4. Within 20 days of the date of this Order, EPE shall file a clean record copy of the 

approved tariff to be stamped "Approved" by Central Records and retained for future 

reference. 

5. EPE shall deposit $7 million, Texas jurisdictional, into the Palo Verde Decommissioning 

Fund on an annual basis until further order of this Commission. 

6. EPE shall observe the depreciation rates approved in this Order until fiirther order. 

7. EPE may include the loss on reacquired. debt associated with the refinancing of the first 

mortgage bonds in 2005 in the calculation of its weighted cost of debt in future rate 

proceedings. 

Effective July 1, 2009, recovezy of sulfur dioxide (802) and nitrous oxide (NOx) 

emissions reveriues recorded in Account 411.8 and expenses recorded in Account 509 

will be allowed as eligible fuel expense going forward and included in EPE's fixed fuel 

factor. 

H 
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9. EPE'Š costs for purchases of RECs will not be recovered as fuel expenses. 

10. EPE will credit to fuel costs 90% of off-system sales margins and retain 10% of 

off-system sales margins, ef'fective July 1, 2010. 

11. Palo Verde performance standards are revised to reflect the increase in Palo Verde 

capacity. 

12. EPE's fixed fuel factor tariff reflecting an agreed composite fuel factor of $.029394 per 

kWh to be charged beginning with the billing month ofJuly 2010 is approved as depicted 

on Attachment 2 to this Order. 

13. EPE is authorized to apply the agreed EECRF to customers bills on and after 

July 1, 2010. The EECRF shall be in effect until an adjusted EECRF is made effective 

for EPE pursuant to P.U.C. SUBST. R. 25.181(f). 

14. No later than May 1 of each year, EPE is required to apply to adjust the EECRF pursuant 

to P.U.C. SUBST. R. 25.181(0. The costs included in EPE's EECRF are subject to 

reconciliation pursuant to P.U.C. SUBST. R. 25.181(0(13). 

15. Because the final approved rates are the same as the interim rates, no refunds or 

surcharges of the interim rates are necessary. 

16. Entry of this Order consistent with the Agreement does not indicate the Commission's 

endorsement of any principle or methodology that may underlie the Agreement. Entry of 

this Order should not be regarded as precedent as to the appropriateness of any principle 

or methodology underlying the Agreement 

15 
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17. 	All other motions, requests for entry of specific findings of fact, conclusions of law, and 

ordering paragraphs, and any other requests for general or specific relief, if not expressly 

granted in this order, are hereby denied. 

SIGNED AT AUSTIN, TEXAS on thn 304day of July 2010. 
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PUBLIC 	ITY COMMISSION OF TEXAS 

/ 
T. SMITHERMAN, CHAIRMAN 

DONNA L. NELSON, COMMISSIONER 
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itt- 46„.  
APPLICATION OF EL PASO 	 § 	PUBLIC UTILITY COMMISSION 	•644, 

ELECTRIC COMPANY TO CHANGE § 
RATES AND TO RECONCILE FUEL 	§ 	 OF TEXAS 
COSTS 	 § 

ORDER 

This Order addresses the application of El Paso Electric Company (EPE or Company) for 

authority to change base rates and reconcile fuel costs for the period July 2009 through 

September 201 l. An unopposed stipulation and ajFeement (agreement) was signed by a majority 

of the parties (signatories) that resolves all base rate issues in this case and calls for the dismissal 

of the fuel reconciliation request, so that it can be taken up in a later proceeding. Consistent 

with the agreement, EPE's application is approved. 

The Commission adopts the following findings of fact and conclusions of law: 

I. Findings of Fact 

Procedural History 

I. 	On February 1, 2012, EPE filed an application to the Commission seeking an increase of 

$13.766 million in EPE's base rates for firm service, an increase of $3.173 million in 

EPE's rates for interruptible service, a surcharge for an antiCipated $8.658 million of rate 

case expenses, and an increase of $0.658 million in service charge and other 

miscellaneous revenues, which altogether would provide a base rate increase of $26.255 

million or 5.6% annually, together with tariff changes. 

2. EPE also sought to reconcile its fuel and purchased power costs and fuel factor revenues 

for July 1, 2009 through September 30, 2011. 

3. The 12-month test year used in EPE's application was October l, 2010 through 

September 30, 2011. 
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4. Notice of EPE's application was published once a week for four consecutive weeks in a 

neWspaper having general circulation in each county in EPE's Texas service territory. In 

addition, EPE provided individual notice to EPE's Texas retail customers; each 

municipalitý within EPE's service area with original jurisdiction over EPE's retail rates; 

and all parties to EPE's last rate case, Application ql El Paso Electric Company to 

Change Rates, to Reconcile Fuel Costs, to Establish Formula-Based Fuel Factors, and to 

Establish an Enerv Efficiency Cost Recovery Factor, Docket No. 37690, Order 

(Jul 30, 2010). 

5. EPE timely filed appeals with the Commission of actions of the following municipalities 

exercising original jurisdiction within their service territory: Town of Anthony; Town of 

Horizon City; Town of Clint; Village of Vinton; Town of Van Horn; and City of Socorro. 

All such appeals were consolidated for determination in this docket. 

6. The following parties were ganted intervenor status in this docket: the City of El Paso 

(City); the Office of Public Utility Counsel (OPC); the Texas State Agencies; Texas 

Industrial Energy Consumers; Freeport-McMoRan Copper & Gold, Inc.; Wal-Mart 

Stores Texas, LLC and Sam's East, Inc.; Commercial Metals Company; ArcelorMittal 

Vinton, Inc.; Solar Energy Industries Association; El Paso Solar Energy Association; 

Ysleta Independent School District; El Paso Independent School District; Socorro 

Independent School District; San Elizario Independent School District the Housing 

Authority of the City of El Paso; Region 19 Education Service Center, El Paso County 

Community College District; the United States Department of Defense and All Other 

Federal Executive Agencies; and W. Silver, Inc. Commission Staff also participated in 

this docket.. 

7. On February 2, 2012, the Commission referred this case to the State Office of 

Administrative Hearings (SOAH) to conduct an evidentiary hearing and preparation of a 

proposal for decision. 

8. On February 2, 2012, the SOAH Administrative Law Judge (AU) issued Order No. 2, 

which, per the agieeinent of EPE to extend the effective date of the proposed rate change 
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in its statement of intent by 58 days, suspended the effective date of the proposed rate and 

tariff changes until October I , 2012. 

9. On March 8, 2012, the Commission issued a preliminary order setting forth the issues to 

be addressed in this proceeding. 

10. On April 6, 2012, the SOAH AU issued Order No. 4, which granted the parties motion 

to extend the procedural schedule indefinitely in order to tiwilitate settlement 

negotiations. 

11. On April 19, 2012, the signatories filed the agreement, together with their unopposed 

motion to facilitate consideration atid implementation of the agreement. The agreement 

is signed by all of the parties listed in finding of fact 6, except for OPC, Region 19 

Education Service Center, El Paso Community College District, San Elizario Independent 

School District, Ysleta Independent School District, El Paso Independent School District, 

Socorro Independent School District, and the Housing Authority of the City of El Paso 

who do not oppose the agreement. 

12. On April 27, 2012, the SOAH AU issued Order No. 7, admitting into evidence EPE's 

application, direct testimony and exhibits, notice affidavits, and the agreement and its 

attachments. The proceeding was also dismissed from the SOAH docket and returned to 

the Commission for ftuther processing as a settled case. 

13. Order No. 7 also granted the signatories' request that EPE be authorized to implement the 

new base rates on an interim basis, effective with EPE's May 2012 billing month. These 

temporary rates were subject to refund or surcharge in accordance with P.U.C. PROC. 

R. 22.125(e). The signatories intend that the Commission approve as permanent rates the 

SUM rates placed into effect on an interim basis. 

14. On May t l, 2012, the Office of Public Utility Counsel filed a statement of position 

regarding the agreement, and on May 17, 2012;Commission Staff filed a niotion to strike 

the statement of position. 
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Description Odle Arreement 

15. The signatories agree that the agreement's overall tams and conditions result in just and 

reasonable rates and that the public interest will be served by resolution of the issues 

addressed herein in the manner prescribed by the agtecnient. 

Base Rates 

16. The ageement provides for an overall revenue reduction of $15,000,000 per annum 

consisting of a $13.5 million base rate decrease and a $1.5 million decrease for residential 

customers to be credited by rneans of a rider. The $15,000,000 reduction is calculated 

using EPE's existing base rates in EPE's Texas retail service areas as expressed in its 

February 1, 2012 application, effective with EPE's May 2012 billing month, for bills 

rendered on or after May 1, 2012. 

17. The ageement provides that it does not change the return on equity set in Docket 

No. 37690 for purposes of calculating AFUDC and for calculating carrying costs 

pursuant to f'.U.C. SUBST. R. 25.181(t)(7) reganding deferred energy efficiency costs. 

l 8. 	The agreement provides that EPE will utilize its proposed gas-fired generating unit 

depreciation rates, along with the transmission and distribution depreciation rates 

approved by the New Mexico Public Regulation Commission for EPE's use in New 

Mexico. For all other depreciation rates, EPE will utilize those rates approved in Docket 

No. 37690. 

19. The agreement provides that EPE will be allowed Palo Verde decommissioning funding 

of $3.6 million annually on a Texai jurisdictional basis, but that this funding shall be 

subject to review and adjustment on a going-forward basis in future proceedings. 

20. Exhibit 2 of the agreement illustrates how the authorized revenue decrease shall be 

distributed among the customer classes. In the agreement, the signatories recognize that 

the cost of service study prepared by EPE for this case suggests that EPE's existing rates 

contain inter-class subsidies, and further state that, without prejudicing their rights to 

propose alternative cost allocation methodologies or revenue distribution approaches in 

I  Exhibit 4 of the agreement compares current and settlement rates for R.esidential Basic Service and Small 
Commercial Service usage. 
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future procmdings, the sigatoritis agree that it is desirable to eliminate inter-class 

subsidies. 

21. The agreement specifies that EPE's taritfs shall include a new economic development 

rate with discounts in the demand charge. The discounts are reflected as a credit in the 

applicable tariff. 

22. The agreement provides for ageed tariffs effective, on an interim basis, with EPE's 

*lay 2012 billing month. 

/3. 	The ageement provides that EPE will amortize all rate case expenses of the Company 

and the City incurred in this case, over a two-year period. EPE will not request recovery 

of such rate case expenses in any future proceeding. Rate case expenses shall include all 

expenses incurred by EPE for Docket No. 40094, the parallel proceedings filed with the 

cities, and the response to the City of El Paso's show cause order of October 4, 2011, and 

temporary rate order of November 15, 2011, including the reimbursement of municipal 

rate case expenses. 

24. The agreement provides that for the period beginning May I , 2012, until the effective 

date of the rate change resulting from EPE's next rate proceeding, any revenues collected 

by EPE pursuant to the power factor adjustment charges in excess of an annual amount of 

$250,000 shall be credited to ftiel costs. Pursuant to P.U.C. SUBST. R. 25.3(b), the 

signatories request a good cause exception of P.U.C. SUBST. R. 25.236(a) to permit these 

revenues to be treated as a credit to fuel costs. The signatories agree that allowing the 

return of these revenues to all customers without having to create a separate rider to do so 

constitutes good cause. 

25. The agreement provides that for each rate class that is receiving a reduction under this 

agiceutent except for Rate Schedule No. 01, Residential Service Rate, Rate Schedule 

No. 24, General Service Rate, and Rate Schedule No. 25, Large Power Service Rate, the 

rate design within the class of that class's distributed reduction shall be an equal 

percentage reduction to each component of the base rate charge, as reflected in the agreed 

tariffs. For Rate Schedule No. 01, Residential Service Rate, the reduction shall be 

applied as a rider on a per kilowatt-hour (kWh) basis during the summer months, as 
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reflected in the agreed tariffs. For Rate Schedule No. 24, General Service Rate, 60% of 

the distributed reduction shall be applied to reduce the demand charge and the remaining 

40% shall be applied to reduce the other components of the base rate charge, as reflected 

in the agreed tariff. For Rate Schedule No. 25, Large Power Service Rate, all of the 

distributed reduction shall be applied to reduce the demand charge, as reflected in the 

agreed tariff. 

Fuel Reconciliation  

26. Under the agreement EPE withdraws its request to reconcile fitel costs for the period 

July I, 2009 through September 30, 2011, and the signatories agree that EPE's request 

should be dismissed. 

27. The sioatories agree that EPE should be granted a good cause exception to P.U.C. 

SUBST. R. 25.236(b) to allow the dismissal of the pending fuel reconciliation request and 

the inclusion in the next fuel reconciliation of more than three years of reconcilable data. 

EPE will be allowed to tile its next fuel reconciliation request (covering a period 

beginning July I, 2009) with the base rate case EPE expects to file in 2013, but if EPE 

does not make a base rate case filing in 2013, then EPE will file a separate fuel 

reconciliation request with a reconciliation period ending no later than June 30, 2013. 

The signatories agree that this treatment of the pending fuel reconciliation being part of 

an overall comprehensive settlement of the pending rate proceedings constitutes good 

cause for granting these exceptions to P.U.C. SUBST. R. 25.236(b). 

Consistency of the Agreement with PURA and Commission Requirements 

28. The ageement is the result of good faith negotiations by the parties, and these efforts, as 

well as the overall result of the agreement viewed in light of the record as a whole, 

support the reasonableness and benefits of the terms of the agreement. 

29. The revenue requirement stipulated in the agreernent is cOnsistent with applicable 

provisions of the Public Utility Regulatory Act, TEX. UTIL. CODE ANN. §§ 11.001-66.016 

(Vernon 2007 & Stipp. 2011) (PURA), Chapter 36 and Commission rules. 
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30. It is reasonable for purposes of this proceeding to not change the return on equity set in 

Docket No. 37690 for purposes of calculating AFUDC and for calculating carrying costs 

pursuant to P.U.C. SUBST. R. 25.181(t)(7) regarding deferred enerbry etliciency costs. - 
"MEOW. 

31. It is reasonable tbr purposes of this proceedipg to adopt the depreciation rates proposed 

by the agreement. The adopted depreciation rates are set tbrth in attachment l to this 

Order. 

32. It is reasonable to allow EPE to collect $3.6 million annually on a Texas jurisdictional 

basis for Palo Verde decommissioning fiinding subject to review and adjustment on a 

k going-forward basis in future proceedintp. 

33. It is reasonable that EPE amortize its rate case expenses over a two-year period. 

34. The distribution of the revenue decrease among customer rate classes is just and 

reasonable. 

35. The settled rate design reflected in the rate schedules included in exhibit 3 to the 

aueement is just and reasonable. 

36. EPE's economic development rate rider, Schedule No. 33, which offers diseounts to the 

demand charge, is reasonable. 

37. The treatment of revenues oallected after May I, 2012, up until the effective date of 

EPE's next rate change from EPE's power factor adjustment charges is reasonable. 

38. There is good cause to allow the power factor revenues to be credited to fuel costs. 

39. The withdrawal and dismissal of EPE's fuel reconciliation request is reasonable under 

these circumstances, as is the requested good cause exception to P.U.C. SUBST. 

R. 25.236(b), which allows EPE to withdraw the current fuel reconciliation and to include 

the period July 1, 2009 through September 30, 2011 in a 2013 proceeding. 

II. Conclusions of Law 

I. 	EPE is a public utility as that term is defined in PURA § 11.004(1) and an electric utility 

as that term is defined in PURA § 31.002(6). 
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2. The Commission exercises mgulatory authority over EPE and jurisdiction over the 

subject matter of this appliattion pursuant to PURA §§ 14.001, 32.001, 32.101, 33.002, 

33.051, 36.001-36. l 11, 36.203 and 39.905. 

3. This docket was processed in accordance with the requirements of PURA, the Texas 

Administrative Procedure Act, TEX. Gov  r CODE ANN. Chapter 2001 (Vernon 2008 & 

Supp. 2011), and Commission rules. 

4. EPE provided notice of its application in compliance with PURA § 36.103 and P.U.C. 

PROC. R. 22.51(a) and (b). 

5. The agreement, taken as a whole, is a just and reasonable resolution of all the issues it 

addresses, results in just and reasonable rates, terms and conditions, and is consistent with 

the relevant provisions of PURA. 

6. EPE's rates resulting frnm the alp-cement are just and reasonable and meet the 

requirements of PURA § 36.003. 

7. The new economic development rate is a discounted rate pursuant to PURA § 36.007. 

8. The agreement resolves all issues pending in this docket. 

9. The tariff sheets and rate schedules included in the ageement are just and reasonable and 

accurately reflect the terms of the agreement. 

10. The Commission's adoption of a final order consistent with the agreement satisfies the 

requirements of TEX. GOV'T CODE ANN. §§ 2001.051 and 2001.056 without the necessity 

of a decision on contested case issues resulting from a hearing on the merits. 

11. The-requirements for informal disposition pursuant to P.U.C. PROC. R. 22.35 have been 

met in fliis proceeding 

III. Ordering Paragraphs 

In accordance with these findings of fact and conclusions of law, the Commission issues 

the following order: 

1. 	Consistent with the aweement, EPE's application is approved. 
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2. 	Consistent with the agreement, the tariffs, rate schedules, and riders approved on an 

interim basis in Order No. 7 are approved as final. 

3. Within 20 days of the date of this Order, EPE shall file a clean record copy of the 

approved tariff to be stamped "Approve& by Central Records and retained for future 

reference. 

4. EPE shall deposit $3.6 million, Texas jurisdictional, into its Palo Verde decommissioning 

funds on an annual basis until further order of this Commission. 

5. EPE shall observe the depreciation rates approved in this Order until changed by further 

order of the Commission. 

6. Because the final approved rates are the same as the temporary rates, no refunds or 

surcharges of the temporary rates are necessary. 

7. EPE is granted a good cause exception to P.U.C. SUBST. R. 25.236(a) and shall include 

power factor adjustment renienues that are in excess of $250,000 annually as a credit to 

fuel costs as provided by the agreement. 

8. EPE is granted a 'good cause exception to P.U.C. SUBST. R. 25.236(b) and will be allowed 

to file its next fuel reconciliation request (covering a period beginning July l , 2009) with 

the base rate case it expects to file in 2013, but no later than December 31, 2013. 

9. The Commission approves EPE's economic development tariff. 

10. The Commission approves the treatment of revenues collected after May 1, 2011, under 

EPE's power factor adjustment charges. 

I I. 	The entry of this Order consistent with the agreement does not indicate the Commission's 

endorsement of any principle or methodolOgy that may underlie the agreement. Further, 

the entry of this Order should not be regarded as precedent as to the appropriateness of 

any principle or methodology underlying the agreement. 

12. 	The Commission grants Commission Staffs motion to strike the statement of position 

filed on May 11, 2012 by the Office of Public Utility Counsel. 
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13. 	All other motions, requests for entry of specific tindinip of fact, conclusions of law, and 

ordering paragaphs, and any other requests for general or specific relief, if not expressly 

ganted in this Order, are hereby denied. 

P4(  SIGNED AT AUSTIN, TEXAS the 2  day of May 2012. 

PUBLIC UTILITY COMMISSION OF TEXAS 

DONNA L NELSON, CH IRMAN 

KENNETH W. ANDERgON • COMMISSIONER 
,- 	3 

ROLANDO PABLOS, COMMISSIONER 

qAcadm\otdasktinaM00(040094fo.docx 
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APPLICATION OF EL PASO ELECTRIC § PUBLIC UTILITILICOMMINONWN 
COMPANY TO CHANGE RATES 	 TUNG CLE'RK 

OF TEXAS 

ORDEE: 

This Order addresses the application of El Paso Electric Company (EPE) for authority to 

change rates. An amended and restated stipulation and agreement was executed that resolves all 

of the issues in this proceeding. The application is approved. 

The Commission adopts the following findings of fact and conclusions of law: 

Î. 	Findings of Fact 

Introdoiction and Procedural History 

1. EPE is an electric utility. a public utility, and a utility. 

2. On August 10, 2015, EPE filed an application with the Commission seeking approval of a 

$71483,595 Texas jurisdiction retail increase in base (non-fuel) and other miscellaneous 

revenues and changes to the structure and terms of its tariff. 

3. Concurrent with the filing of the application with the Commission, EPE filed a similar 

petition and stateinent of iittent with each incorporated municipality in its Texas service 

area that has original jurisdiction over its rates. 

4. EPE proposed an effective date of September 14, 2015. 

5. EPE also requested that, if the new rates were suspended for à peried bcyond 155 days 

after August 10, 2015, then final rates will relate back and be made effective for 

consumption on and after the 155th  ilay after August 10, 2015, which equates to 

consumption on and after January 12, 2016. 

6. FIT used the'12-month test year beginning April 1, 2014 through March 31. 2015. 

7. Notice of EPE's application was published once each week for four consecutive weeks in 

a newspaper having general circulation in each county in EPE's Texas service territory. In 

addition, EPE provided individual notice to EPE's Texas retail customers, each 

municipality within EPE's service area with original jurisdiction over EPE's retail rates, 
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and each party to EPE's last fuel reconciliation, Application of El Paso Electric Company 

to Reconcile Fuel Costs, Docket No. 41852, Order (Jul. 11. 2014). 

8. EPE timely appealed to the Commission the actions of the following municipalities' 

exercising original jurisdiction within their service territory: City of El Paso, Town of 

Anthony. Town of Horizon City. Town of Clint, Village of Vinton, Town of Van Horn, 

City of San Elizario, and City of Socorro. All such appeals were Consolidated for 

determination in thildocket 

9. The following parties were granted intervenor status in this docket City of El Paso (CEP), 

Office-of Public Utility Counsel (OPUC), the State of Texas agencies and institutions of 

higher education (State Agencies), Texas Industrial Energy Consumers (TIEC), Freeport-

McMoran Copper & Gold, Inc. (FMI), Arcelorhfittal USA LLC (AM),I Wal-Mart Stores 

Texas, LLC and Sam's East, Inc. (collectively. Walmart), W Silver, Inc. (W Silver), U.S. 

Department of Defense and all other Federal Executive Agencies (DoD/FEA), ECO ELP. 

Inc. (ECO ,ELP), Coalition of Cities Served by El Paso Electric (consisting of the 

municipalities of the City of San Elizario, City of Clint, and City of Horizon City) 

(Coalition), Ysleta Independent School District (ISD), El NW ISD, Socörro ISD, Clint 

ISD, San Elizario ISD, Fabens ,ISD, Anthony ISD, Canutillo ISD, Tornillo ISD, El Paso 

County. Housing Authority of city of El Paso, Region 19 Education Service Center, and 

El Paso County Cothmunity College District (collectively. Rate 41 Group), Sunrun 

Corporation (Sunrun), Energy Freedom Coalition of America (EFCA), NRG Residential 

Solar Solutions, LLC (NRG), Solar Energy Industries Association (SEIA), City of Socorro, 

and Rockney Bacchus, pro se. Commission Staff Also participated in this docket. 

10. On August 11, 2015 the Commission referred this case to the State Office of Administrative 

Hearings (SOAH) to conduct an evidentiary hearing and prepare a proposal for decision, 

if necessary. 

1 ArcelorMittal USA LLC was purchased by Bayou Steel Group during the course of this proceeding. Bayou 
Steel Group is the successor-in-interest to the intervenor ArcelorMittal USA LLC and the facility is now knoVin as 
BD Vinton, LLC. For 'ease in reference and consistent with the intervention, Bayou Steel Group will be igfei 	kid to as 
ArcelorMittal USA LLC. (AM) in the text of this Order. 

WOO 
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11. On August 14, 2015, SOAH issued Order No. 1, establishing among other •things, the 

suspension of the effective date of the proposed tariff changes fix 150 days until 

February I I, 2016. 

12. On September 11, 2015, the Commission issued the iirelirninary order, setting forth the 

issues to be.addressed in this proceeding. 

13. On December .31, 2015, SOAH issued Order No. 9, granting EPE's motion to sever the 

rate case.expense issues and establishing Review of Rate Case Expenses hzcurred by El 

Paso Electric Company and Municipalities in Docket No. 44941 SOAH Docket 

No. 473-16-1685, Docket No. 45475 (Docket No. 454.75). 

14. On January 22, 2016, SOAH issued Order .No. 13, granting EPE's request to abate the 

procedural schedule to facilitate settlement negotiations among the parties. 

15. On March 29, 2016, EPE and a majority of the parties moved to implement a 

non-rmanimous stipulation and agreement and approve interim rates (March settlement 

agreement). The March settlement agreement would resolve all issues in this case except 

one contested revenue requirement issue involving EPE's interest in Units 4 and 5 of the 

Four Cornets liower plant. 

16. The parties who signed and filed the March settlement agreement were EPE, CoMmission 

Staf, CEP State Agencies, T1EC, FMI, AM, W Silver, DoD/FEA, Coalition, City of 

Socorro, Rate 41 Group, Walmait, NRG, and SE1A. 

17, 	Rockney Bacchus did not sign the March settlement agreement but did not oppose it. 

18. OPUC, ECO ELP Sunrun, and EFCA opposed the March settlement agreement, though 

they did not oppose the interim rates specified in the March gateman agreement. 

19. On March 31, 2016, SOAH issued Order No. 16, approving an uncontested interim rate 

increase of $37 million tti be chaxged in bills beginning April 1, 2016, and subject to 

surcharge or refund. 

20. On April 5, 2016 OPUC, ECO ELP Sunrun, and EFCA requested that a hearing be held 

on the March settlement agreement and that EPE be ordered to issue additional notice to 
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address the scope of the March settlement agreement concerning the proposed treatment of 

residential cistomers with distributed generation (DG). 

21. On April 25, 2016, SOAH issued Order No. 19, establishing a procedural schedule for a 

'hearing on the merits of the March settlement agreement. Order No. 19 also rejected the 

request by OPUC, ECO ELP Sunrun, and EFCA • that EPE issue additional notice 

concerning the March Settlement Agreement's residential customer DG tariff provision. 

22. On May 2, 2016, OPUC, ECO ELP. Sunrun, and EFCA appealed the ruling in SOAH Order 

No. 19 concerning notice. 

23. On May 4, 2016, the signatories to the .March settlement agreement filed the first 

amendnient to the March settlement agreement. 

24. On May 23, 2016, the Commissicm issued the Order on Appeal of SOAH Order No. 19, 

which granted the appeal and required EPE to reissue notice. 

25. On July 15, 2016, EPE and other parties filed in this proceeding and in Docket No. 45475 

the amended.  and restated agreement, which would settle and resolve all 'istues in this 

proceeding, including a revenue requirement issue involving EPE' s interest in Units 4 

and 5 of the Four Comers power plant and all issues in Docket No. 45745 concerning the 

recovery of rate case expenses. The fact that the residential customer DG tariff provision 

is not proposed in the amended and restated agreement obviated the need for additional 

notice required by the Climmission's Order on Appeal of SOAH Order No. 19. 

26. Along with the amended and restated agreement, EPE and other parties also filed a joint 

ntotioh to implement it. 

27. The following parties are signatories to the amended and restated agreement: 'EPE, 

Commission Staff, CEP State Agencies, TIEC, FMI, AM, W Silver, DoD/FEA, Coalition, 

City of Socorro, Rate 41 Group, Walmart, NRG, SEIA, OPUC, ECO ELP Sunrun and 

EFCA (collectively. Signatories). Rodney Bacchus neither joins nor opposes the amended 

and restated agreement. The amended and restated agreement is thus uncontested. 

28. On July 25, 2016, SOAH issued Order No. 24 in Docket No. 44941 and Order No. 3 in 

,Docket No. 45475, consolidating the proceedings, admitting the various exhibits identified 
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in Order No. 24 into evidence, including the amended and restated agreement and 

testimony from EPE and Commission Staff in support of the amended and restated 

agreement, dismissing the consolidated proceeding from the SOAH docket, and returning 

the matter to the Commission for further processing as a settled case. 

29. On August 4, 2016, EPE filed updated rate case expense information. CEP and Coalition 

filed updated information on August 5, 2014 and the City of Socorro filed its rate case 

expense information on Arigust 8, 2016. On August 9, Commission Staff moved to admit 

the supplemental testimony of Mark Filarowicz into the record. .0n August 10, 2016, EPE 

moved for admission of the rate case expense invoices with supporting affidavits. On 

August 11;  2016, the Commission's administrative law judge issued Order No. 1. admitting 

additional evidence in the record of this proceeding. 

Description of the Amended and Restated Agreement 

30. The signatories agree that the amended and restated agreement results in just and 

reasonable rates. 

Overall Revenues  

31. The amended and restated agreement provides that EPE should receiVe an overall increase 

of $37 million in Texas base rate anci other revenues, effective for electricity consumed on 

and after January 2, 2016. 

32. This rate increase should be collected through interim rates in bills on and after 

April 1, 2016. (Amended and resmted Agreement art. I.A.1.) 

Four Corners Issue 

33. The amended and restated agreement provides that EPE receive an incremental increase of 

S3.7 million in annual revenue requirement for base rates (in addition to the 56,081,409 

deemed to be included in the $37 million increase) assnciated with.  its interest in Units 4 

and 5 of the Four Corners power plant (Four Corners incremental rate amount). The $3.7 

million Four Corners incremental rate amount is in addition to, find shall not result in a 

feduction to, the $37 millibn rate increase. 

34. The $3 7 million Four Corners incremental rate amount shall apply to consumlition on and 

after January 12, 2016, and except for the relate back time period subject to PURA 
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§ 36.211, recovery shall be through a rider terminating on July 12, 2017. 18 months after 

the relate back date. (Amended and restated Agreement art. I.B.) 

Plant Additions 

35. The amended and restated agreement provides that EPE's additions to plant in service from 

July 1, 2009 through March 31. 2015 are deemed reasonable and necessary and included 

in rate base, with two exceptions: the Copper gas turbine (which continues to be excluded 

from rate base)-  and the Newman Elevated Solar Facility (whose rate base treatment is 

reserved for EPE's next rate proceeding). 

36. This plant in service provision has no bearing on the 'Four Corners incremental rate 

recovery amount (Amended and restated agreement art. I.C.) 

Return on Eauitv 

37 	The amended and restated agreement provides EPE shall utilize a return on equity of 9.7% 

only for Purposes of calculating allowance for funds used during construction. (Amended 

and restated agreement art. I.D.) 

Depreciation  

38. The amended and restated Agreenient specifies the adltisted depreciation rates proposed 

by the city of El Paso witness Jacob Pous shall be utilized effective January 1, 2016. These 

depreciation rates arc shown on Attachment A to the amended and restated agreement. 

39. The amendedend restated agreement aiso provides that effective 'January 1, 2016, EPE will 

record all gains or losses for the retirement of transportation equipment as a component of 

accumulated provision for depreciation and amortization of electric plant (FERC Account 

Number 108). (Amended and restated agreement art. I.E.) 

State Income' Tax 

40: 	Under the amended and restated Agreement, effective January 1, 2016, EPE will begin 

normalizing state income tax expense, and amortizing over e 15-year period the test 

year-end balance of accumulated deferred State income tax expense that has not yet been 

included in cost of service. (amended and restated agreement art. I.F.) 

0000 
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Nuclear Decommissioning 

41. Under the amended and restated agreement, effective February 1, 2016, EPE's rates will 

be deemed not to include funding for the Palo Verde Nuclear Generating Station 

decommissioning. 

42. EPE shall. be  ' allowed, in its discretion, to make whatever .contributions to the 

decommissioning funds, if any. it deems prudent or necessary. (Amended and restated 

agreement art. I.G.) 

,Environmental Consumables 

43. Under the amended and restated agreement, effective January 1, 2016, the expenses for 

environmental consumables will be removed from base rates and be recovered es eligible 

fuel costs. (Amended and restated agreement art I.H.) 

Allocallop of the SO/Killion Revenue Increase and Four Comers Increment a I RateAmounl 

44. The amended and restated agreement specifies how (a) the 537 million revenue inciease is 

allocated among the rate classes in Attachment B to the amended and restated agreement, 

and (b) the $3.7 million Four Corners incremental rate amount is allocated among the rate 

classes in Attachment C to the amended and restated agreement (Amended and restated 

agreement art LI.) 

Rate Desion and Tariff Aomoval 

45. The amended and restated agreement also addresses tariff and rate design issues (Amended 

and restated agreement art. LJ.) as follows: 

• The customer charge for Rate L Residential Service shall be set at 56.90. 

• The application &est under EPE's Schedule EC shall not apply to residential 

customers. 

• The customer charge for Rate 2, Small deneral Service shall be set at 59.95. 

• The customer charge for Rate 24, General Service shall be set at $27.50, with the 

balance of the increase distributed to this class to be accomplished by increasing 

the other base charges by an equal percentage. 

• A rate limiter will be applied for Rate 24, General Service, regarding houses of 

worship. 
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• A rate limiter will be applied for the two customer accounts migrating from 

Rate 43 to Rate 25, Large Power Service. 

• The increase distributed to Rate 41 shall be applied by increasing each of the 

components of the monthly base rate by an equal percentage. EPE also agrees to 

provide for informational purposes in its next rate proceeding a cost of service 

analysis that presents Rate 41 as a separate class even if EPE proposes to eliminate 

the class in that proceeding. 

EPE's proposed provision for Highly Variable Demand is not adopted. 

• EPE's proposed Schedule CS, Community Solar Rate is not being adopted in this 

proceeding because it is subject to a separate pending proceeding. 

• EPE's existing Demand and Energy Loss Factors shall remain in effect EPE agrees 

to submit a System Loss Study in EPE'n 2016 Fuel Reconciliation proceeding for 

applicability in the fuel reconciliation period begiqping April 1, 2016. 

• A modified time of use (TOU) rate for residential custinners shall be offered that 

is based on an on-peak period of 4 monthsAnd 6 hours/day. with a Customer 

charge of $8.40 per customer per month. 

• EPE's proposed tariff language changes with rates for the various classes consistent 

with the amended and restated agreement shall be approved upon finarresolutien 

pf this case. 

RateVase Expenses Recovery: 

46. 	Under the amended and restated Agreement, EPE shall•be entitled to rate recovery of its 

and its municipalities rate case expenses incurred through the later of (a) July 8, 2016, or 

(b) 14 days prior to the date of the open meeting in which the Commission first considers 

a final order implementing the amended and restated agreement (rate case expense 

deadline) less $600,000. 

a. 	The Commission first considered 'a final order on August 18, 2016, which means 

the agreed cut-off date for rate case expenses under the amendea and restated 

agreement is August 4, 2016. 
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