llllﬂlli MHEMRARE

Control Number: 46831

ltem Number: 490

Addendum StartPage: O




LR T
v e
SO

Y

SOAH DOCKET NO. 473-17-2686 REC;‘{ VED
PUC DOCKET NO. 46831 = '

BTN 21 ay S: 19

APPLICATION OF EL PASO § BEFORE THE g@l;E OFFICE
ELECTRIC COMPANY TO . § sLiCUTLITY CoMMissio

CHANGE RATES § ADMINISTRATIVE HEA

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

TABLE OF CONTENTS
JUNE 21, 2017

CEP 101 .o s 2
CEP 102 31
CEP 103 108
CEP 104 109
CEP 105 131
CEP 106 133



SOAH DOCKET NO. 473-17-2686
PUC DOCKET NO. 46831

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 fullylitigated 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 information 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.

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.

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.

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.

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

Preparer:

Sponsor:

individual findings regarding the level of pension and OPEB expenses included in
customer rates.

Steven Sierra Title: Supervisor-Financial Accounting

Russell G. Gibson | Title: Vice President-Controller
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EL PASO ELECTIIC COMPANY SCHEDULE A-)
§ EMFLOYEE FENSIONS AND RENEFITS ADIUSTMENT NO, 7
* FOR THE TRST YREAR EANDAD JUNE 20, 1993 PAGE 1 OF7
WITNESS: NUSSKLL G. GIRSON
V00°8)
o ® L [ ]
Line Sehodrils A Waoripupee Towd
M. o Deoecigtion Rofcents . Erforsess
Emplopes Prasions and Bocniits
FERC Aoconst Na. 926
1 Expenss Ameust, As Adjussed Line 2 NIA $ 12459 (A)
2 Amewnt Per Bosks Liss 2 WA — 3SR®)
3 Alwiment Lss 3 NA $ 22,

{A) Enciuding Pule Vorde Praject sasts sod Payrell
(%) Tetal FERC Acsoust No. 926 $ 14,152

Palo Veode Prefest Pensiens and Besefits “4n
Payroll —e
Tor Bosk Fensions and Neasiis

Excinding Palo Vocls snd Payrel) L J— X ;)
Dpifientien far veanasted adfxsvmmns:
Merger wolmtad:
Ths CEW/EPIC meryer w for the inchusion of EPEC 1o the CFW

povsinn sud boasfic plaas effoctive with the merzer date (171/95). Ammalined
Temrsnne (modivalidontal, grony tifs snd loag-srm disadillty), Ponsion Funding
Roquiroments and Postrotiroment Besalits Other thon Poasions have boon sjused

o rofiont the snanalized sosts 10 SPEC based on thiz known eveut and sslag CSW's sont
sstimacions.

Othors

Adjuamaents ave bean mads 90 somunlioe neiscoliassons bemefits and the tast your
Q&M enpesss ratle has heau applied.
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EL PASO BLECTRIC COMPANY
EMPLOYEE PENSIONS AND RENEFITS
FOR THE TEST YEAR ENDED JUNE %0, 1993
WITNESS:

® mw BN N I;F

: RUSSELL O. GIRAON

Angmalized fuuman .2 0l7) w s
Pondlag Reguicoments [}

Grom 401K Plen (P.40f7)’ )14

A0LK Plan Admisistrative Cost (P. 5 of 7)

Postroticoment Bonefiis Other than Peasions
Slakc Loave Incentive

Pyrell Persontage Chacped s O & M

WMM @ i-n)
l Ponnion A

Tl*ﬁnl'l‘dh“

Employse Peblications
Apprentive of b Youwr

Euployes Mestings

Buyloyss Parklag .7 of )
Missellawonns Rxponses
Sealer it Physicels

Sefaty lacentive
* Four Cormers Preject - EPEC siare
Puls Vords Trawmsiesion - EPEC share
TRR-AIP Line « EPEC share

Tetal Othoer

Adjesnd Possionn sad Renefiss

Cont O-5e(7)

Eodbu-nind

-
-
e N

(A) Amnalived Inowraec has becn adinwted to refloct the smmtmlizad sonts o EPEC fer inclusion
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by an indupendant study pocfonned by Hewits Assasious. A sapy of the shedy is imsinded
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SUFFLEMENTAL PENSION AND 401K ADMINISTRATIVE COSTS
POR THE TEST YEAR ENDED JONE 30, 1993

pr

BElSwwvwonawpwe

- e e
L R

16
17

RUSSELL G. GIRION

«
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(%) Befors application of O & M capeses rativ

12.36%

SOAH Docket No. 473-17-2686

PUC Docket No. 46831

CEP’s 10th, Q. No. CEP 10-1

SCHEDULE A3
ADJUSTMENT NO. 7
PAGESOR7

o)

Attachment 2
Page 4 of 5



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

CEP’s 10th, Q. No. CEP 10-1

Attachment 2

Page 5 of 5

L. PASO BLECTRIC COMPANY SCHEDULE A3
( EMPLOYEE

PENSIONS AND NENEFITS ADJUSTMENT RO, 7

PUNSION PAGE ¢ OF 7
FOR THE TEST YEAR ENDED SUMB 0, 1993
WITNESS: RUSSELL G. GIBSON
(000°S)

() ™

Line
No._ Description : Amowmt
1 Total Supylemental Pacsion - Oclober 1933 $ £
2 Subsidiery Amouss m
3 Totl EPE Suppleanani Fassioa - October 1993 0
4 ‘Woaths par Year . 12
5 Total Avsised Seppicomninl Pesainas L JO "}



EL PASO ELECTRIC COMPANY

PUBLIC UTILITY COMMISSION OF TEXAS
APPLICATION OF EL PASO ELECTRIC COMPANY
POR AUTHORITY TO CHANGE RATES
DIRECT TESTIMOKY OF
RUSSELL G. GIBEON
"POR
APPLICANT

JANUARY 1994
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which is now paid in cash, was determined

EL PASO ELECTRIC COMPANY
) 1 A. Adjustment No. 7 increases annualized pension and
(. 2 betnefits expense. Pension and benefits expanse wvas
3 testated, as applicable, to reflect known and measurable
4 costs and the elimination of oertain expenses that are
5 either nonrscurring or nisclassified. Various annual
6 costs ware further adjusted, as dlscussed above, to
? reflsct the application of the Qs expense ratlo. As
L] discussed in Adjustment No. § above, a portion of the
’ adjusted pension and Densfit expense is also capitalised
10 to construotion work in progreas and expensed to other
§ income and expenses.
12 The specific sdjustwenta to test ysar pension and
13 benefits expense are as follows:
i 1. Nedical, dental, 1ife and long-term disability
15 inaurance expenses, were annualized using the
costs for EPEC employwes to ba covered by the
16 CSW benelit plans when tha nerger is effactive.
These amounts are detailed in the testimony of
17 Mx. Gosa and Nr. Carpenter. The O0aM axpense
ratio was then applied to the annualized
18 amounts.
19 2, Consigtent with prior commission orders for EPEC
pension expense, the test year amount weas
20 testated to reflact the Company's necessary
annual wmaximum pension funding contribution.
21 This cout was calculated by the Hewitt and
Associates actuarial study which Aincorporated
22 EPEC 4 raphics lato the CSW pansion plan,
Please refer to the testimony of MNr, Goss for
23 further discussion of this adjustment. A
portion of the cost was capitalized.
2 3. Average employes contridutions te the 401(k)
25 plan {(up to €% of participants’ base pln based
on pay periods during June and July 1993 were
26 annualized, The total cost to the Wn{.
Yy

applying the 80¢ 1993 matching ceatribution

17 RUSSELL G. GIASOW
. DIRECT TRSTINORY

11
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factor to, the annualized contribution dollars.
In December 1893, the Board of Directors
approved a 60¢ matching factor for 1894, A
portion of the cost was capitalized,

Suppiemental pensions for retirees and surviving
spouses were annualized utilizing total
sothorized October 1993 payments, exclusive of
any amounts related to subsidiary retirees. A
pottion of the supplamental pension amcunt was
not capitaliszed, as those receiving the benefits
are not— active ig Company opetations. This
treatment 1im oconsistent with the aathodology
used by the Company in Docket No. 9948, which
was approved by the Commission.

y .

SPAS No. 106 expengse was calculated on an
accrusl basis as allowed by the terms of POCT
Substantive Rule 23.21(b)(H). The Company's
annual OPBB expense and transition obligation
amortization were derived from the 1993 Hewitt
and Associates actuarial study which
iocorporated EPEC demographics iantc the CsSw
benefit plan, Please refer to the tastimony of
Mr. Goss for further discussion of this
adjustnent. A portion of the oxpense was
capitalized.

401(k) adwminiatrative fees were annualized to
reflect a recurring level of coset. In 1953,
the ny retained Putnam Investment Company
to administer the 401(k) plans. The Putnan
Company charges a fixed quarterly fee of §5,546,
which equates to §22,184 annually.

Eiployee parking expense was restated to include
the y's annualized contribution
attributable to the level of employees utilizing
the Parkrite Gataga as of July 1993, As
discussed on page

in Docket No. 9945 (which was adopted by the
Commtgsion), *The zecord evidence also
demonstrated that eaployee parking is not an
extraordinary employes benefit and that sxcept
for one utility, &11 Texas utilities provide
some form of parking subaldy to their
soployees,*

DID YOU MAKE ANY OTRER ADJUSTMENTS 70 PER BOOK AMOUWTS?

18 RUSSELL - G. GIBSON
: DIRECT TESTINONY.

34 of the Examiner's Report -

12
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APPLICATION OF El. PASO ELECTRIC COMPANY
FOR AUTHORITY TO CHANGE RATES
DIRECT TESTIMONY OF
THOMAS M. GOSS
FOR
APPLICANT

JARUARY 1894
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Ho, thera will not be an increase. In fact, ths

inclusfon of the EPEC benefit plans which can be’

tonverted upon the consunmation of the merger in the CBW
plans results in a $1,266,000 redquction in benegits costa
fros what would have besn required under the EPEC plans
for the adjusted test year.

VI. ADJUSTED TRAT
YEAR BENEFITS COSTS

SOAH Docket No. 473-17-2686

PUC Docket No. 46831
CEP’s 10th, Q. No. CEP 10-1

VHAT ARE TME ADJUSTED TEST YEAR COSTS FOR YTHE REPEC
BENEFITE PLANS WHICH WILL BE INCLUDED IN THE CSN BENEFIT
PLANS UPOR IHE CONSUMNATION OF THS NERGER?
The adjusted test year costs for thase plans sre as -
follovs:

{thousands of dollars)

Rlan’ EERG Ge  Diffsrance
OPED $ 7,181 § 3,923 $ 3,238
Medical/Dantal 2,564 3,742 {1,178}
Group Lifs 173 134 39
long-taxrm Disability 156 148 8
Pension~Punding —na002 _3.850 __ (843}

212,083 812,797 RL.aSS
PLEASE BXPLAIN THE ADJUSTED TEST YEAR OPEB COBY.
Under Statasant of Financial Acocounting Standards No. 106

(SFAS-106), a husiness wmust account for other than
pansions post-retirement employes benefits (OPEB) on an
accrual basis during the period that the employes randers

THOMAS M. GOSB
19 DIRECT TESTINONY

14
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servics. These benefits, which inl;lud. medical and life
inguranca that will be provided atter retirsment,
previously vere accounted for on a pay-as-you-go basis,
deme, recognized shen the retired ;uployn or his
depandeiit actually incurred tha expensa. With the
implensntation of SFAS-106, in addition to avcruing
currently the benefits earnsd by amployees, a busirass is
reguired to recognize an amount attributable to banefits
earnad by employess prior to the implementation of the
standard. These prior sarned benefits, vhich must be
recognized upon the iaplexentation of SFAS-106, are known
as the *transition obligation® and can ba amertised over
a period not to axcosed twenty years. The tl‘ll:l,.ﬁibn
obligation and mccrual of ongoing OPEB obligations are
established by actusrial studies based on the
demographics of the business’ employses and the sxpectad
futurea coste to provide the benefits.

Hewitt Associates, OSW’s actuarial consultant,
pasrforsed a SFAS-106 valuation for EPBC using the CsW
actuarial assumptions and plan provisions. This
valuation produced an OPES sost for EPEC for 1993 of
$3,923,000. A similar study done by XPWG Peat Mazwick
for EPEC calculated a cost of §7,161,000 for EPEC's OPER
sxpense, Thus, the inclusion of EPEC in the OSW plan
results in a raduction in adjusted test year OPES cost of

THOMAS M. GOSS
20 DIKECT TESTIMONY

SOAH Docket No. 473-17-2686

PUC Docket No. 46831
CEP’s 10th, Q. No. CEP 10-1
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amount was $155,736, for a savings of $5,016 under the
CSW plan. Attached as Exbibit TMG-8 is a schedule showing
the calculation of the adjusted test year amount.

PLEASE EXPLAIM THE ADJUSTED TEST YERAR PENSION-FUNDING
cosT.

Howitt and Associates reviewed the principal provisions
of the C5W Pension Plan and‘the EPEC Retirement Plan.
This study indicated that over t}n. the C5W plan would
require lower funding tban the EPEC plan. However, in
order to integrate the RPEC euployess into the C&# plan,
the atudy deternined that additional funding levels would
be necessary in the rirst two years aftar the aoquisition
by CSW of EPEC. For 1995, the additional funding level
for BPEC as a member of the CSW plan was datermined to be
$3,850,000 under- t':hc Hewitt study. An actuarial
valuation performed for EPEC indicated a funding lsvel of
$3,009,000 for 1595 for the EFEC plan. Accordingly,
inclusion of EPEC in the CSW plan results in an $841,000
increase for the adjusted test year.

Degpite this initial increase in Pension-Funding
level under the CSW plan, the Hewitt study indicates that
over & ten-year period the funding reguiremants of the
CSW plan will ba lowar than thoses of the EPNC plan. A
copy of the Hewitt study is included as part of the rate
£iling.

THOMAS N. G083
23 DIRRCT TESTIMONY

16

16
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DOCKET R0. 12700 PROPOSAL FOR INTERIM DECISION PAGE 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) $12,003570
Less:
Pension loading $ 683
OPEB 29
401k 223
Safety Incentive 158
Sick Leave Incentive )36
—1.229
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 Hewitt
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 lTevels would be necessary
in the first two years after the acquisition 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.

CSW 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

6T0ppp. RR Brisf at Schadule 11, Tetal Company.
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DOCKET NO. 12700 PROPOSAL FOR INTERIM DECISION PAGE 305

3

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:

e
(thousands of dollars)

Plan EPEC csw 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 3,850 _(84]1)
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-3.571 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 1includes savings in the areas of workers
compensation, payroll taxes, retirement costs, thrift/savings, and group
insurance, which includes 1ife, hospital, dental, etc. Id. at Exhibit DAH-4.

671p1scussion of the loading factor is found st Section VI.B.2.c.ii.(AX(111) of this PFD. '

18
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DOCKET NO. 12700 PROPOSAL FOR INTERIM DECISION PAGE 306

EPEC 1includes $3,443,000 in OPEB costs in 1its O&M 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 1ife 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. 106, a
business fs 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 Mr. 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,
Mr. Prisco’s sound logic is contrary to the P.U.C. SUBST. R. 23.21(b)(H)(v),
which requires the utility to establish an external trust fund for funding
payments.

The General Counsel makes the only adjustment to EPEC's request. Ms.
Witbeck reduces OPEB expense by $29,000 based on the restated actuarial report
prepared by Hewitt Associates. Ms. 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’

19
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DOCKET NO. 12700 PROPOSAL FOR INTERIM DECISION PAGE 307

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 interprétation 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. .67

b.  Medical/Pental

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 OM 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.

Of AUINY 4 D R . S it M O
of she Genersl Couywel into the Accounting Prectices of Jexas Utilities flectric Compeny, Docket No. 11735,
Finding of Fact No. 93, P.U.C. BULL. ___ (May 27, 1994)(not yet reported).
¥
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. DOCKEY NO. 12700
. APPLICATION OFEL PASO ELICTRIC § PURLIC UTILITY COMMISSION
COMPANY FOR AUTBORITY TO § s
CHANGE RATES AND FOR § OFTEXAS - . __ “*
APPROVAL OF REACQUISTTION 3 et
‘OF PALO VERDE LEASED ASSETS s i. T L
2R ]
)
AGREED ORDER

In open mecting at its offices in Austin, Texss, on August 30, 1995, the Public Utiity
- Coenpnistion of Texas ("Comesinsion®) finds that this docket was processed by the Presiding Officers
andt Commission i accordence with spplicable statutos and Couxnission rules. On Jily 27, 1995, Bl
Paso Electric Compeny ( “Company”) aad the Cty of EJ Paso ("City”) exscuted & Stipuletion and
" Settlement Agreement ("Stipilltion”) conemmplating an increase in rates for the Compay's Texas
swvics weritory. The Stipulation siso has beon signed by: the Commission Gecarsl Counvel, the
L Offics of Public Uity Coussel ("OPC™), the State of Texas ("Sw"), ASARCO Incorporated
("ASARCO"), Pheips-Dodge Refining Corporation ("Pheips-Dodge”), Border Steel Rolling Mills, I,
a0d E} Paso fron & Mctal Company ("Border Stact”), the Depactncet of Delinse ("DOD"), and the
Interwations! Brotherhood of Elecaical Workers ("REW®) (collectively “Signatories”).  Consistent
with the Stipulation, the Commicsion issues the fllowing order:

L Pumantio PU.C. PROC, R §22263, this Order SBALL become effective on the dets tit

& Company plam of reorganization consiesent with the serms of the Stpulaton becomes

affuctive. - Provided that the Ciy has oot given notice 1o the Comeission thet the plan’ol

receganization Is inconsietent wich the Stipulation, upon writion nodiSicetion by the Company

the the plan s becoms efiective, the Commission will, pursuare to: Gevit Code
§2001.143(5), send & copy of this Order and the Compeny's notice to the servics st by Srst

class el The notios provisions of this ondering paragraph shall be the sole mechaniers for
complying with Govt Code § 2001.142. Pursmat to Gov't Code § 2001146, muotions for

& tohearing, if sny, must be Sed w0 latar them the 20th dey following such notification, Ifa plen F
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of Teorganization coasistent with the termms of the Stipulation: does mot become effective or the
Stipulstion becomes null and void, then this Order and the two prior interim rate orders sntered

. in this docket SHALL BE be nuft and void, except for Ordering Paragraph 10 of the Second
Easerien Order; provided, bowever, the Corpeny may continue to charpe the retes approved in
this Order om an ioterioa basia uncl such time a5 the Commission orders otherwiss. The
Cousrission specifically retains jurisdiction over thia docket uoti such Sme 8 this Order
becomes final and non-appestable or all motions for rehearing heve been overruled. The
Company bas egreed, ad the Conunission hereby ORDERS, that exch warkiog day betwoea
the date of this ordor snd the date this onder becomes nal SEEALL W considered a day of
hearing pursient to the provisions of the Public Uity Regulstocy Act of 1995, B, 319, 4th
Leg, RS, 1995 CPURA") §2.212(d) (formerly § 43(d)).

2. The Commission hereby APPROVES thowe portions of the Stipulation witich address the '
seglation and supervision of the business of the Company conslstent with the juredicion
srantad by PURA § 1.101(s), snd ADQPTS this Order setting rates which are consisient with
the Stiptation.

3. Becauss the Companys proposed merger with Centrol and Soutk West Corporation ("CSW™)
yinder the Thiod Amended Plaa of Reorgarization has been tarmicated, the Coorission herey
DISMISSES the appiication fled by the Company and CSW for a detenination under PURA
§1.251 (formerdy PURA § 63) thet the acquisision of the commion stock of the Conpazy by

" CSW isin the public interest,

4. The Company SHALL receive 2 $24.946 million sunuel base rate increase in this docket,
appliceble in ol portions of the Company's sorvice ares over which the Comenission has orlgionl
or appelate jurisdiction. ‘The distribution of the rate incease agreed 1o in the Stipulstion is
ressonable. The tarif curventty on file that becams effictive on an interim busis on August 3,
1995 are APPROVED.

N
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t

DOCKET NO. 12100 AGREED ORDER PAGE 3

3
The Compenry SHALL retain al base rate revemues collected under ies bonded and interim
mm»m«mwwwmmdﬁsm«@m
skali be released from its obligations under any boad supposting much bonted and interim rxes.

The Commission ACKNOWLEDGES that the Stipulition provides that the Company's

Toxas base rates Wil be meintained at the Jovels ordered in this docket during the tem-year
period beginaing August 2, 1995 (the "Frecze Period™) subjoct 10 certain kenited exoeptions
provided therein. The son-year rate ficeze agreed to in the Stipulation is unopposed, it is the
product of negotiation between the Company and a bromd cross-section of its customers, and it
is reflactive of the relative value to all the perties of the benefits obtained through settfement

Tho rate modertion plen ("RMP”) estsblished in Doclet No, 7460 is TERMINATED
eifective June 30, 1993, and the balance of RMP deformals in the san of $68,070,000, lecs
rolated ADFIT, a3 of that dete is placed in rate bass as of Rwe 3, 1993, and SHALL be fully
amortized by the end of the Freeze Period, 30 that there is no belance 10 be included in rates
that may be effictive after Auguxt 1, 2005. There SHALL be no additiond Miror CWIP
spproved, utilized or amortized foe purposes of smovtizing the RMP defermals.

Deftrred canying charges and défirved lease payments e ELIMINATED fom the
accounting deforrals for Palo Verds Usit 3, resuling i & balence of $4,908,000 of Unit 3
acoounting deferrais, less $1,457,000 of releted ADFIT, a3 of Jome 30, 1993, which will be
placed in cate base 21 of June 30, 1997, and SHALL be filly emortized by the and of the
Froeze Priod. The Company shall recover all remsining Palo Verde Unit 1 and 2 sccousing
deferals, subject 90 the rate frosze Emitations under the Stipulation, with dhe tamnortized
belance (543,312,000, keaw related ADFTT, as of Rume 30, 1993) in retc base fully smoctized by
the ead of the Freezs Peripd, 30 that al Palo Verde scocuatiog defbrmals are FLIMINATRD

SOAH Docket No. 473-17-2686

PUC Docket No. 46831
CEP’s 10th, Q. No. CEP 10-1
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EL PASO ELECTRIC COMPANY

BOCKET NO. 12700 AGREED ORDER PAGE 4

10.

1.

from the Compenty’s books at the snd of the Freeas Period and thers SHALL be ao belance 1o

be included in raies that oy tis effective alter Angusi 1, 2005, ADFIT sasocisted with
disaliowed Unit 3 defixrals SEALL NOT be included as an offiet to rare base.

The application of the Company for 3 determisation that the Teacquisition of the lexsed
portions of the Pako Vende ases i consiveent with the public incerest pursan 10 FURA
§ 1.251 (fbrmerly § 63) is AFFROVED. Exoops 26 providad in Paragraph 13, the rescqsiced
Yeascd Palo Verde mssets SHALL be inchuiod in rase bese o thetr originad cost, less
accuriated deprecietion, as refected in Schedile A attached 0 this Order. )

Paio Verds Unit 3 is deemed to be 100% wsed and usefil in providing service 10 the public,

Itis herchy ORDERED thet, except as provided in pacagraphs 12 and 13 bolow, during the
Freeas Pexiod the raie bass recognied in Scheduic A shall be usod s the initist basis for

. parposes of any cost of service analysis for the Company, inchding sy PURA § 2211 nie

m&,(«hwamwm

t is hereby ORDERED, that tn any procosding brought by the General Counsel, OPC or the
State of Texas during the Preezs Paciod, porsmnt o PURA §2211 (rmerdy §42) or its
equivalens, the Company's rate base SHALL Incude, In addition to the asets cecognized i
Schedule A 10 tis Order: (1) Palo Verde Urk 3 scoounting delersis in the sswunt of
$66,654,000, as of June 30, 1993 and (2) additional Docket No. 7460 EMP defimals (which
would beve accrued but for sermination of e KME as of Jxe 30, 1993) in the amouct of
$25,041,000 for tite perdod of Tuly 1, 1993, through Decendber 31, 1994

1t is bereby ORDERED that should the Company, its sxoessors or asigns, contary o the
serme of the Stipulation, file for & £ate incrense effective 0a 4 date within the Freeze Period,

]

SOAH Docket No. 473-17-2686

PUC Docket No. 46831
CEP’s 10th, Q. No. CEP 10-1
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DOCKET NO. 12700 AGREED ORDER PAGES

14

18.

16,

thes the previously lesced Palo Verde asects SHALL be assigned the vahies recogized ia
Schedle B off this Order for purposes of any mach proceding. .
pammmummwmmauu or 2212
(Tormerdy §§ 42 or 43) or its equivalent, for an effective date of the proposed change on or

_ alter August 2, 2005 b hefors Augas 2, 2006, the Conpany's taill ox tifh SHALL be

designed t0 colliect $17 million less in bases reveniasss ("Exchusion Factor”) than the otherwise
muthorized revense raquirement. mwrmhu?nmmmm
date ofthe proposed change om or affer August 2, 2006 but before Augast 2, 2007 SHALL be
$3 milion. For rutes with an effective date of the peoposed change after August 1, 2007 the
Exchusion Factor SHALL be zero. The Exchusion Pactor SHALL NOT be considered for
ﬁnﬁlh@buﬁyﬁmeﬂhuwbﬁhuymw:TmW
asthority. .

T the event the Comparyy sells, transfirs, leases or assigns any operating asset for & velue of
$10,000,000 or more during the Freeee Period, it is hercby ORDERED that the Texxs
juriedictional shere of the net gain on such sale SHALL be paid to ntepsyers a3 2 crodit to the
base rates notwithetanding the rate fieeze over what would have been the remsining life of the
anset, wnices the City sad Company otherwiec agres and the Conamission approves an altermate

trestment. X is farther ORDERED that ratepayers SHALL b credited with & return on the.

umenortiasd portion of such gain at the Company’s last appeoved rate of retum.

The Commission ACKNOWLEDGES the Stipulesion firovides that the Company will fle

"t 10 implenvent the diacount required by Semste B 373, Public Usiliy Regutatory Act of

1995, $B. 319, as amended by $.B. 373, §22141, 74th Leg. RS. 1995, Nothing in this

. Order prevents such mriffy fiom becoming elfective ca October 1, 1995 and remaining
efSective theveafitr conelmens with the Stipulstion sad sobject to the right of the St or the _ .

Company %0 seck 3o adiust base Tases on acoount of's change in such faw.

T S ———

SOAH Docket No. 473-17-2686
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I7.

19,

The performance standards b tho Company detaled in Docket No. 8852 with respect 10 Palo
Verde SHALL be used s the owchaniet fbr xay fsturs asecesmencs of Palo Verds Units 1, 2
and 3 operations and performance; provided, Nowever, during the Freezn Pariod under the
Stipulation () Palo Verde rats bese SHALL NOT be redeced on account of performance or
operations, uniess thie capacity facior, 33 measured on 4 station basis Sor sny consecutive 24
wonth peciod, shalf 65 befove 35% and () penities sad revards for alf three Units SEALL be
veposted and evakwatad an & calendar yeor basis using the three yeer rolling sverags dictated by
Docket No. 8392, The first such reporting period shelt mun from Jeoary 1, 1993 10
December 31, 1995, Any penalties or rewsrds accruing under the pesformence stasderds

SHALL be incorporated n the Company's fisel reconcliation procoedings duing the Freeos

Period.

The emounis of Palo Verde decooumissioning expeviase allowed on sn sonuel basis Jn the
Comapany's cost of service SHALL be thoes described in Schedule C to this Onder.  Such
amounts shall be adjusted in any fhnre rate prooceding oF carmings monitotiag evaiuation ac

| Mactssksy to reflect the cost estimate of the most recere officiel deconunizsioning Sudy

prepared foc the Palo Verde participants and o enable the Comperty to secure an exempfion
pursuant to section 463A. of the Itemal Revanue Cods from federal income tax lebilty i
connection with its mucleer decommissioning trust. Tho Company's decommissioning erpenas
shall be recognized ae Tessomable and necessry in any fits procosding oF carmings monkndeg
evalustion buitiated during the Freeze Period.

mmuma&ma ate case cnpenses associsted with this docket or any
previous dockets, incloding sny smounts paid 1o the City as reiwbursement of the City's
expenses. The Company SHALY. NOT rocover from Texas setail eutepeyers say besloupicy
reccganieation costs arising fom Cese No. 92-10148-FM.

¥
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20.  Any recovery fom the Company's pending lawsuit No. 95-1!53,ore-uohghnthn

2L

-

. socordamce with PURA § 2 203(a) (fonmerdy § 39(x)). Asy Kebilities imourred by the Company

.b. mmmmmuwwuwmddmmﬂ

PUC Docket No. 46831
CEP’s 10th, Q. No. CEP 10-1
Attachment 5

Page 7 of 10
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mdmﬂaﬁmu-mﬂd&emofumw&m?dﬂu
Company's bezknupeey, shall be RETAINED by.the Company and not pessed through to
ratepayers. Any coss incurred by the Compuny in connection with such fiigation SHALL
NOT be comsidersd reasansblc and necessary operating cxperacs for ratemaking parposes in

in connection with such fitigation SHALL be bore by the Company and SHALL NOT be
recovered froms ratepeyers.

The Comerission ACKNOWLEDGES the joint stipulstion entered into by the Conpany snd
the General Couneel to resolve issucs related to the Compmy's Demand Side Marmgement
('DSM") =nd Energy Efficiency Plan ("EEP). Comsistent with the joint atipuiation, the
Company SHALL make the following filiogs in Project No. 13750, Compliance wich Docker
No. 12700 DSMEEP Joint Stipeation: ’

L Within nine mouths of this Ordes becoming offactive, the Compxny shell farmish the
Commission Staff and the City s repart or smenual which demonstrases the savings

maimtensnce or sevings persistence of its DSM programs for those customers receiving
domand-related savings,

Mnuﬂuymdoﬁdmﬂwhmdby

. %l:mﬂdﬁk&hmmummy“ma&e
Staff and the Chy its evalustion of sn Energy Efficient Fleowric Applunce Incentive
Program fbx regidentisl and small commercial customers focated in residential-type

d. The Company’s residential sudit progoam follow-up procedure is eppropriste and
necessary and shoutd be continued in ks carrent fhrm.

e umwamummmmdu
Company’s program design and implementation is appropriste and effective.  The °
Cumﬂmwﬁdhwwﬂudﬂmm-dm
23 they arc adopted andlor inplemented. Nommiuwwmw

23
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MMM&W(@M#CWM@W
updated informetion with respect 1o the Compeny®s programe on an ongoing basis.

£ Mwmsmwmwdmunmmm «
programs and the agreements contained in the Joint Stipulation, the parties agres that
st requicementy of previous fiosl orders kave been met. The General Counsel agrees
that the Seaff will evaluate the Company’s DSM or EEP progres in the fisture besed
on the mesits of the program and agreements contained in the Joint Sipulation and not !
In any way besed on EFEC's actions pios to the entry of a fined ovdes in this docket. . >

§  Tothe extent that any testinony Sled by 2 paty heretn is inconsisiet with the terme
the parties” Joint Stipulation, the Joirt Stipulation will supersede: the inconsistent

22 ‘The Company SHALL meke monthly peymects to the decoxmissiools Sands for Palo Verde
Usits 1, 2, and 3 as prewcribed by P.U.C, SUBST. R. 23 2L(BXIXF) and 23.59,

23,  TheCompany SHALL comply with the directives set forth below:

'3 Eqmﬂhﬁ&e:mn@gdﬂh&mwmm
Rate 30 or Rate 27, the Company SHALL provide direct cost support for Rate 30 and
Rate 27,

b Withia 18 months after thé buplesentation date of its Low Incoms Rider program
under Rate 01, the Compeny SHALL demonstrate the actual perticipation rase and file
2 report in Project No. 13774, Reconciliasion of Niswber of Participants in El Poso
Elsceric Compary’s Low Income’ Rider Progrom, which SBALL be provided %o
Genersl Coumsel, OPC and the City. This reconcilistion ahell compare the 50 percent
eatimstion to actus! participation levels and the revenue diffwence, if any.

[ hhmmmﬂnmméﬂmmum
rate for its Experimental Off-Peak Rider under Rate 24.

d.  ‘The Compeny SHALL continue ks monitoriag of Rate 41 school customers 10 aseees
the impact of yeer round schools. The Company SHALL alwo assess the impact of
including non-poblic schools i Rats 41. The Company SHALL file the results in the
fiest rate cass aftec the Freees Pesiod. In that filing, the Company alvo SHALL prevent Y
mmummmummumam LR
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achoot customers. The Compay s sot Snilted i its right 10 present seotifiony and
ey file testimony sspporting other siternatives or proposed changes in its Rafa 41 rate
desipn. Tohmuy&ydﬂ?mwﬁ?noc“ymwﬁq“m
in Rate 41 & the time of the Commission’s Order in Docket No. 9945, receives service
under Rate Cluse 41, the Comminsion hereby ORDERS that alt state accounts beconse
eligible for Rate 41

b7} mmwm-ammimuzswmt&mu
findings of fict and conclusions of law aitached 10 this Order a5 Attachment 1. AH motions,
applications, and requests for catry of specific findings of fact and conclusions of Taw and other
Mﬁr&ﬁhhmﬂdwﬂqhmmcﬁﬁyymﬂhﬁmw
DENIED, No rights, Sabikities or obligations SHALL asise under this Agread Order untl ¥
becores effective according o psragraph 1. Pending the effective dete of this Agrood Order,
the Company SBALY. continue % comply with paragraph 33 of the Commission’s Intevicn
Onder, Seversnce Ocder aod Onder of Recuad gigned March 3, 1995 (the “Fint Interion :
Order™). O the effective date of this Orde, this Order shall SUPERSEDE the Comasesiorls i
Ficst Intericn Ovder and the Second Interim Order signed August 2, 1995, excapt for paagragh
35 of the First Enterim Onder, which severs fom this docket issues relating 10 the Company’s
find factor sud Kel reconciliation. I 3 Compeay plan of reorgenization corsistont with the
terms of this Order does not become s@ctive, then i is expressly sgreed and stipulated by the
partios, and the Commission kereby ORIIERS thet, unicss adopted ina subsequent final onder,

25
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wmdwmmmuﬁw‘m:&mmiuuﬂ.

canclusions of faw, shall bave any collateral estoppd, res jadicata, or other prechisive effect in

any adwinistrative or judicial proceedings.

SIGNED AT Ausm.mumd'm of August 1995, N
PUBLIC UNLITY COMMISSION OF TEXAS

Dty

PATWOQD.]E.C&&-.-

e G

ROBERT W, GEE, Comwiesioncr

&

ATTEST:

framna é%

SECRETARY OF THE COMMISSION
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SOAH DOCKET NO. 473-17-2686
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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.

Please refer to Schedule A-3, Adjustment No. 4'- Employee Pensions & Benefits, for
adjustments to OPEBs and Pensions filed in Docket No. 37690. See CEP 10-2
Attachment 4 for the complete workpapets 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.

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.

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.

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 Orders do not specify the OPEB and Pension amounts
included in rates. '

Preparer: Steven Sierra Title: Supervisor-Financial Accounting

Sponsor:

Russell G. Gibson Title: Vice President-Controller
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) Attachment 1
. ' Page 1 of 1
€L PASO ELECTRIC COMPANY SCHEDULE A-2
2008 RATE CASE FILING PAGETOF 2
SCHEDULE A-2 COST OF SERVICE DETAR. Y ACCOUNT - TOTAL COMPANY
SPONSOR DAVIO G. CARPENTER / GERALD W
PREPARER. RHONDA SARRETT
@ ) © [ ®
Line Tast Year Adusirvacts Company
Mo Descrpben - Amourt Yo Yout Yew Regueshed Reference
1 Fusl (Recenciable & Nen-Reconciedls) $ 228400884 3 49705681 § 278,110,545 Schedule A-3 2
2  Puchased Power 151,509,950 0528787 1028717 Schadute A-3 2, 3 30
3 TY O&M Nt Adueted 179,852,330 173,852,330 Schadule A-5
4 Payrokt sxpecse 52 961,085 1708217 54,571,142 Schadule A-3.3
£ Penmon and OPES wpanse 052,799 5.707.74% 13,700,548 * Schedute A-3 4
8 Paic Verde Evienated ALG Annusl Troe-up Expence {2.630.8583 199,908 N,952) Schecde A-3 7
7 Taxss Energy Efficency Program Expense 53724 2504965 314800 Schetule A-3 9
[ Bpene 197489 585.178 2.540.075 Sahodhdu A-3 11
| ] Lintylity nnsance Expense 4,400,570 440,735 4,913,305 Schedule A3 12
10 Ressarch snd Davelopmant Expanse 90,000 270,000 .000 Scheduie A-3 13
" 1302918 251978 1304 6% Schedula A-3 14
12 New Customer Care System (1} 1558579 1.558.579 Schedule A-3 15
13 Reni Eperwe 1,007.251 81950 25292 Schaduls A-3 18
4 Miscellanesus Generaben: 1,703,054 “S.740 2154 Schedule A-3 {7
15 Adverising, Centribwiiens, and Duss 2575483 {483,008} 2,192,385 Schwdule A-3 27
" Ouss. &,187 ®,187) - Schadule A-3 28
17 tobbying Costs (2) 35914 [«-% 420 - Schedule A-329
18 Husco Mountain Wind Turbine O&M (3) 8504 €8.504) . Schadule A-3 32
1
21 A
22
2
24
25
k-4
27
28 Faclering Expense o ] [
29  Faclering Facher 0 000000GO00O0% 0.0000000000000%
3¢ Unosllectibie Expanes 3161805 428542 3508427 Schadile A3-10
31 Uncollecible Facler 0 4458574000024% 044585740004 19'% ta 3740 108
= 32 Deprscaon Expense 3517413 ° 022 82,736,491 Schedule A-3 18
33 Amorkzaton Expeanss 4,920 528 2,576,983 7.497.301 Schadie A-3 19,335
34  Decommiswoning Expence * 7,004,432 4,574,440 11978572 Schedie A-3 8
35 Ad Valerom Tanes 14,038,402 2384998 16,432 783 Schedude A-3 19
38 Franchies Tax Q L ] [}
37  Payroll Tows 1212348 358,508 7500854 Schedule A-37,3 15,320,329
M Ower Nen-Revarwm Reigled Tons 481 ¢ 4,91
, 39 Temsa PUC Assessment MW00H4 2079 1.032.083 Schedule A3.21
40  TPUC Assassment Effective Rate © 1856390001458% 0 1003403833050% in30n 109
41 Ofer Stales’ PUC Asesemerdt {133,096) 510 Schedule A-3 21
42 Owwr States' PUC Asensament Effective Rate 0 5587492193582% 0 5312004848300% Ln 490 110
43 Tewas State Gesss Receipis Tax 10,512,708 1.504.200 12,017,008 Schedule A-3.21
44 Teuas Sisle Grees Recsipts Tex Effectns Rate 1 9712085407119% 1008908855 % 1n 431108
45  Texas Local Gress Receipls Tax 10,800,582 4,907,556 23,000,118 Schadule A-3.21
48  Vaxas Locst Genss Raceiphs Tax Effeciwe Rate 3 181549100007 1% 3 Ln 454 108
47 Owher Sister’ Gross Receipts Tax 128908 @674 120515 Schwchie A-3.21
48  Other Steles’ Groes Receipts Tax Effecive Rale 0.073343006509 1% 0 O7TENA4SI06TT% indtn 110
49  imerest on Cusiomar Depesits [ ] 105,924 105,924 Schodule A-3 28
. 60 interest Rete on Custenser Oepesie 0.0000000000000% 2.0338000000000% cumpesiia role
St ineciive Custemer Deposils 0 L 0
52 State kncome Tamss 8,282877 {2,007,949) 3,554,728 Schedule A-3.22,3.23
$3  Federst income Tax Ameunt 24757881 12870.718 37,437 408 Scheduls A-3 24
54 Amertizeten of Excess Deferred Tones mwmsze st5720 1,500,940 Schedhis G-78
5 Amerigalion of ITC 1,500, 144 191,808 1,762,000 Scheduls G-78
6  TaxSavings
57  FIV Deducen 1: infersst Expanse 43078895 (3.I95.987) 45,082.928 Schedule G-7 8
$8  FT Deduction 2 Mamfachring Credt 2518.547 2518347 Schedule G-78
$8  FIT Deduction 3OPER Medicare Subsidy 741952 406,984 1788 Schedle G-78
90 AT Deductien 4 Other 12,105,002 {12,105,002) [} Schedula G-78
Heote (1) inchades $155.000 in payall aupense
@ $28,000 in poyrell snporne
N ) Inchuies 5405 in payrall axpanse
1y it 3dd or e %0 ether e s reundng
1257
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EL PASO ELECTRIC COMPANY

EL PASO ELECTRIC COMPANY
OPERATION AND MAINTENANCE EXPENSE
EMPLOYEE PENSIONS AND BENEFITS

FOR THE TEST YEAR ENDED SEPTEMBER 30, 2011

(a)

Line
No. Description
Employee Pensions and Benefits
FERC Account No. 926000
1 Book Amount, As Adjusted
Less:
2 Amount Per Books
3 Adjustment
4 Five-Year Average Expense Ratio
5 Expense Adjustment

Justification for requested adjustment;

Adjust pension and OPEB costs to reflect fatest actuarial studies.
Adjust medical costs to include expected increase of 9% in 2012.

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

CEP’s 10th, Q. No. CEP 10-2
Atftachment 2

Page 1 of 4

WP/ A-3
ADJUSTMENT NO. 4
PAGE 1OF 4

(®)

Total
Amount

$ 29527411 (B)

22426778 (A)
$ __ 7,100633

79.06%

$ 5613622

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 SOAH Docket No. 473-17-2686
PUC Docket No. 46831
CEP’s 10th, Q. No. CEP 10-2

Attachment 2
Page 2 of 4
EL PASO ELECTRIC COMPANY WP/A-3
OPERATION AND MAINTENANCE EXPENSE ADJUSTMENT NO. 4
EMPLOYEE PENSIONS AND BENEFITS PAGE 2 OF 4
FOR THE TEST YEAR ENDED SEPTEMBER 30, 2011
@ ®) {© 1))
Line Test Year
No. Description___. Per Book Adj As Adjusted
1 OPEB $ 4002327 s (15399 $ 3786928 (©)
2 Pension Benefits 10,814,621 7,195,379 18,010,000 .
3 Total $__l4giso4s $ __6979,9%0 $ 21,796,928
(A) 8)

(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.



EL PASO ELECTRIC COMPANY

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

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

Page 3 of 4

EL PASO ELECTRIC COMPANY WP/ A-3
OPERATION AND MAINTENANCE EXPENSE ADJUSTMENT NO. 4
COMPENSATION COSTS PAGE 3 OF 4
FOR THE TEST YEAR ENDED SEPTEMBER 30, 2011
(@) ® (© @
Line Test Year
No. Description_ Per Book Adjustment As Adjusted
1 Compensation for Performance Shares 1,457,845 (1,457,845) 0
‘2 Toul $__LASTBMS  S_(1457845) $ 0
A) B8)

(A) See Adj 4, page 1
(B) See Adj 4, page 1
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SOAH Docket No. 473-17-2686

PUC Docket No. 46831
CEP’s 10th, Q. No. CEP 10-2

EL PASO ELECTRIC COMPANY
EL PASO ELECTRIC COMPANY _WP/A-3
OPERATION AND MAINTENANCE EXPENSE ADJUSTMENT NO. 4
EMPLOYEE PENSIONS AND BENEFITS PAGE 4 OF 4

FOR THE TEST YEAR ENDED SEPTEMBER 30, 2011

@ ®
Line Total
No. Description Amount
1 Amount Per Books $ 6,151,985 (A)
2 Book Amount, As Adjusted 7,730,483 (C) (B)
3 Adjustment | $ . 1578498

(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 {1,891,460)
Adjusted Amount 7!730!483

Attachment 2
Page 4 of 4
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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 1 of 19
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
SPONSOR: JENNIFER |. BORDEN
PREPARER: MELODY BOISSELIER
FOR THE TEST YEAR ENDED MARCH 31, 2015
(@ (b)
Line Total
No. Description Amount
Employee Pensions and Benefits
FERC Account No. 926000
1 Expense Amount, As Adjusted $ 21,645570
Less: y
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 requested 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 Company's 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

SOAH Docket No. 473-17-2686
PUC Docket No. 46831
CEP’s 10th, Q. No. CEP 10-2

Attachment 3
Page 2 of 19
EL PASO ELECTRIC COMPANY WP-A/A-3/B1
OPERATION AND MAINTENANCE EXPENSE WP/ A-3
EMPLOYEE PENSIONS AND BENEFITS ADJUSTMENT NO.4
SPONSOR: JENNIFER |. BORDEN PAGE 2 OF 19
PREPARER: MELODY BOISSELIER
FOR THE TEST YEAR ENDED MARCH 31, 2015
(a) (b) (©) (d)
Line Test Year
No. Description Per Book Adjustment 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 $ 22359120 $ (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 Company'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 SOAH Docket No. 473-17-2686
PUC Docket No. 46831
CEP’s 10th, Q. No. CEP 10-2

Attachment 3
Page 3 of 19
£
EL PASO ELECTRIC COMPANY . WP-A/A-3/B1
OPERATION AND MAINTENANCE EXPENSE WP/ A3
INTERNAL WORKPAPER- ADJUSTMENTS by CAP RATE ADJU?,%E’;TO’:C:;
EMPLOYEE PENSIONS AND BENEFITS
(a) (b) (©) . (d) (e u] @ h)
" (© () - (d) (e)+(N+a)
s Adjustment to
Service Costs
2015 EPE Per Per 2015
Book - 2015 EPE Actuarial
Line Total Per Capitalized Per Book-  Estimate (Net Other Adjusted
No. Description Book Costs Cap Rate Amount Net Amount of Cap) Adjustments _ Expense
1 Other Postemployment Benefits  (1,432,089) 20.62% (295,297) (1,136,792) 1,573,486 (1)(2) 436,604
2 401 K Savings Plan 3,605,408 20.62% 743,435 2,861,973 33,002 2,894,975
3 Retwrement 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% 25,004 96,602 96,602
9  Other Employee Benefits 2,315,527 20.62% 477462 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 Verfle 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‘35911 21
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 GL/Actuarial {Gross) (Net of Cap)

RIP 8,857,839 7,031,194
Excess 900,819 715,070
SERP 1,153,839 915,917
10,912,297 8,662,181 (4)
OPEB (1,582,219) {1,255,966) (2)

9,330,078 7,406,215




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 4 of 19
EL Paso Electric Company WP-A/A-3/81
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 (5,258,512)
JE 5051 A&G Capitalized (403,591)

36,680,999
Less:
Payroll -
Palo Verde (8,659,774)

Four Corners (561,938)

Expense (before

. capitalization) $ 27,459,287
Expense Total
Before Capitalization % of Total
JE 5211 Benefits Capitalized 5,258,512 27,459,287 19.15%
JE 5051 A&G Capitalized 403,591 27,459,287 1.47%

Total % Benefits and A&G Capitalized 20.62%



EL PASO ELECTRIC COMPANY

Capitalized Benefits

VT i i i L 7 et T T T SR

Account ELJouma Cétegd}y - ‘ A;nount o

; 326000 5051-CAPITALZED ARG EXP {$403.591.12]
926000 5211-BENEFITS-CAPITAL [$5.258.511.71)

($5.662,102.83)-

‘.:~‘"
22 5 SR
CRITERIA
CBITERIA

Account = 926000
Amount Type = Actuals

GL Joumnal Cateqory in 5051-CAPITALZED ARG EXP. 5211-BENEFITS-CAPITAL

Manth Number BETWEEN 201404 AND 201503

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

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

Page 5 of 19

WP-A/A-3/B1

WP/ A-3
ADJUSTMENT NO.4
PAGE 5 OF 19

(403,591.00)
(5,258,512.00)
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EL PASO ELECTRIC COMPANY

i CRITERIA

| CRITERIA
Account = 926000

Amount Type = Actuals

Company in {Company 98 Rollup} [Structure 2}

Month Number BETWEEN 201404 AND 201503

Account GL Journal 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

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

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

Page 6 of 19

WP-A/A-3/B1

WP/ A-3
ADJUSTMENT NO.4
PAGE 6 OF 19
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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 7 of 19
s : - WP-A/A-3/B1
Lt : WP/ A-3
G e ADJUSTMENT NO.4
CRITERIA PAGE 7 OF 19
CRITERIA
Account = 926000
Amount Type = Actuals v
Company in {Comparw 98 Rollup} [Structure 21
Month Number BETWEEN 201404 AND 201503
Amount
Account Account Description Project Project Description Amount Rounded
926000 EMPLOYEE PENSIONS & BE AP761 PENSIONS 9,199,802.16 9,199,892 a
926000 EMPLOYEE PENSIONS & BE AP762 401K 3,605,407 97 3,605,408
926000 EMPLOYEE PENSIONS & BE AP763 OPEB (1,432,088.76)  (1,432,089)
926000 EMPLOYEE PENSIONS & BE AP764 SERP 1,175,26464 1,175,265 a
926000 EMPLOYEE PENSIONS & BE AP765 EXCESS BENEFIT PLAN 958,353.62 958,354 a RIP = Sumofa’
926000 EMPLOYEE PENSIONS & BE AP766 MEDICAL INSURANCE 8,508,245.70 8,508,246 11,333,511
9260000 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 Various PALO VERDE 8,659,77418 8,659,774
926000 EMPLOYEE PENSIONS & BE Various FOUR CORNERS 561,937.90 561,938
926000 EMPLOYEE PENSIONS & BE Various 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 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

EL PASO ELECTRIC COMPANY
2015 TEXAS RATE CASE FILING
SCHEDULE G-15: MONTHLY O&M EXPENSE

SPONSOR: RUSSELL GIBSON e
PREPARER: PATRICIA MASTERS/JENNIFER BORDEN O
FOR THE TEST YEAR ENDED MARCH 31, 2015 .

@) (n)
Line  FERC

No. Acct. Description Total

Administrative & General Expense

“Operation
107 920000  Administrative & General Salaries 28,534,750
108 921000  Office Supplies & Expenses - 5,194,608
109 923000 Outside Services Employed 15,298,687
110 924000  Property Insurance 2,198,948
111 924000 Property Insurance - PV 801,372
112 925000 Injuries & Damages 4,696,795
113 925000 Injuries & Damages - PV 671,513
114 826000, - Employee Pensions & Benefits" N CORE gEs. % 122,359,121
115 926000 . Employes Perisions & Benefits - PVx A 5. 8659775
116 928000 Regulatory Commission Expenses 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
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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 17 of 19
-Queries for OPEB and Pension Benefits (SERVICE COSTS ONLY) WP-A/A-3/B1
WP/ A-3

ADJUSTMENT NO.4
a PAGE 17 OF 19

H

(1,582,219)
926000 - EMPLOYEE PENSIONS & BEN AP763 - OPEB ($1.582.219.00)

($1.582.2139.00)

JAE TS
T’E g&ﬁ%@i& 5@ ﬁ..x.»
CRITERIA
CRITERIA
Account = 926000
Amount Type = Actuals
Company in {Company 98 Rollup} [Structure 2)
GL Journal Cateqory = 6236-0THR PST RET BEN-106

Month Number BETWEEN 201404 AND 201503
Project = AP763

Ry A

Accbunt’ Prt;iec( o Amount

926000 - EMPLOYEE PENSIONS & BEN  AP761 - PENSIONS $8.587.639.00 8,857,639

$8.587.639.00

CFIITEHIA

CRITERIA
Account = 926000
Amount Type = Actuals
Company in {Company 38 Rollup} [Structure 2]
GL Joumal Cateqory = 6239-RETIRE INCOME PLAN
Month Number BETWEEN 201404 AND 201503

926000 - EMPLOYEE PENSIONS & BEN AP765 - EXCESS BENEFIT PLAN  $900.819.00 900,819

$900,819.00




EL PASO ELECTRIC COMPANY

2
I -

CRITERIA
Account = 926000
Amount Type = Actuals
Company in {Company 98 Rollup} [Structure 21
GL Joumal Categormy = 6248-SUP PNSN EXP-SUP RET
Month Number BETWEEN 201404 AND 201503
Project = AP764

1 926000 - EMPLOYEE PENSIONS & BEN AP764 - SERP $1.153.839.00

$1.153.639.00

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-3/81

WP/ A-3
ADJUSTMENT NO.4
PAGE 18 OF 19

1,153,839
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EL PASO ELECTRIC COMPANY

El Paso Electric Company
Calculation of 401(k) Expenses

Description

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

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

Page 19 of 19

WP-A/A-3/B1

WP/ A-3
ADJUSTMENT NO.4
PAGE 19 OF 19

Amount

Test year 401(k) expense

Divided by: Test year gross payroll
including incentive compensation

401(k) expense percent of payroll
Times: Requested gross payroll

Requested 401(k) e)’ipense
Benefit O&M %

Less: Test year expense
Adjustment to 401(k) expense

$ 3,605,408 Gross 401(k)

$ 93,374,012 (Adjustment 3 p3)

3.861254%

$ 94,450,715 (Adj3, p2, lines 9+12)

$ 3,646,982
79.38%

2,894,975
$ 2,861,973

" 33,002
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EL PASO ELECTRIC COMPANY

EL PASO ELECTRIC COMPANY
OPERATION AND MAINTENANCE EXPENSE
EMPLOYEE PENSIONS AND BENEFITS

FOR THE TEST YEAR ENDED JUNE 34, 2009

(O]

Line
No. PDescription

Employec Pensions and Benefits
Pension and OPEB Expense Only
FERC Account No. 926000

i Book Amount, As Adjusted

Less:
2 Amount Per Books

3 Adjustment
4 Five-Year Average Expense Ratio

5 Expense Adjustment

Justification for requested adjustment;

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

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

Page 1 of 2

g

SCHEDULE A-3
ADJUSTMENT NO. 4
PAGE 1 OF 2

®

Totat
Amount

$ 16,956,928

9,923,350
S 7013578
81.15%

5,707,749
==i=

Adjust pension and OPEB costs to reflect latest actuarial studies

Sponsored by David Capenter
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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 ELECTRIC COMPANY SCHEDULE A-3
OPERATION AND MAINTENANCE EXPENSE ADJUSTMENT NO. 4
EMPLOYEE PENSIONS AND BENEFITS PAGE2OF2

FOR THE TEST YEAR ENDED JUNE 30, 2009

K

(a) ) (c} @)
Line Test Year
No. Description Per Book Adjustment As Adjusted
1 OPEB s "f{‘i’ 6572047 § 1,784,881 § 8 8356,928¢
2 Pension Benefifs 3,351,303 5,248,697 8,600,000 &
3 Towl s 9,923,350 § 7,033,578 §_ 16,956,928

A

(A) This amount includes the transition obligation in the same amount as included in the test year per books.

e b0 u + 2150959 =~ 8’{35&‘?38



EL PASO ELECTRIC COMPANY SOAH Docket No.

473-17-2686

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 § PUBLIC UTILITY COMMISSION
COMPANY TO CHANGE RATES, TO
RECONCILE FUEL COSTS, TO ESTABLISH
FORMULA-BASED FUEL FACTORS, AND
TO ESTABLISH AN ENERGY EFFICIENCY
COST RECOVERY FACTOR

OF TEXAS

0 U U OV

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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EL PASO ELECTRIC COMPANY

SOAH Docket No.

473-17-2686

PUC Docket No. 46831
CEP’s 10th; Q. No. CEP 10-2

W 0 N & W s W N e

,
N — T e e - e
DR B RNBRBE S35 FT T 8 = 35

Q. _Pensions and Other Postemptoyment Benefits (Section 36.065)

HAS THE COMPANY CALCULATED ITS PENSION AND POSTEMPLOYMENT
BENEFITS EXPENSES IN ACCORDANCERWWH SECTION 36.065?‘

Yes, it has reflected pensions and other post-employment benefits in revenue
requirements based upon actuarial studies in accordance with generally accepted
accounting standards. The Company has not established a reserve account for
pension and other post-employment benefit expenses in accordance with

Section 36.065(b).

V. EPE'S COST OF SERVICE AND RATE BASE
'‘BEFORE DISCUSSING THE SPECIFIC SCHEDULES YOU SPONSOR, ARE
THERE ANY-NOTEWORTHY ITEMS YOU WISH TO DISCUSS CONCERNING
THE COMPANY'S CAPITAL INVESTMENTS AND ITS PLANT IN SERVICE
VALUES?
Yes, there are two such items: First, how the Company is presenting the capital
additions it has made since its last rate case, and, second, the value of the PVNGS

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

A. _Capital Additions Since the Last Rate Case
HOW IS THE COMPANY PRESENTING THE CAPITAL ADDITIONS (T HAS MADE
SINCE ITS LAST RATE CASE?
The Company's last base rate case was Docket No. 12700, which was filed in
January 1994, used a test year ending June 30, 1993, and was decided in August
1995. Since that case, the Company has made over $1.2 billion in capital additions

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

PAGE 17 OF 89 DIRECT TESTIMONY
: DAVID G. CARPENTER

104

Attachment 5
Page 2 of 2
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EL PASO ELECTRIC COMPANY ocket No. 478 1720
CEP’s 10th, Q. No. CEP 10-2

Attachment 6

Page 1 of 2

‘DOCKET NO. 40094

APPLICATION OF EL PASO ELECTRIC § PUBLIC UTILITY COMMISSION
COMPANY TO CHANGE RATES AND § )
TO RECONCIE FUEL COSTS § OF TEXAS

DIRECT TESTIMONY OF

NATHAN T. HIRSCHI
FOR
EL PASO ELECTRIC COMPANY
{REVENUE REQUIREMENT)

FEBRUARY 1, 2012

DIRECT TESTIMONY
NATHAN T. HIRSCH)

249
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EL PASO ELECTRIC COMPANY

D O A WN

10
1
12
13
14
15
16
17
18
19
20
21

23
24
25

26

SOAH Docket No.
PUC Docket No. 46831

473-17-2686

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

Attachment 6
Page 2 of 2

Pensiol Benefits (Adjustment 4

PLEASE DISCUSS THE ADJUSTMENT TO PENSIONS AND BENEFITS.
This adjustment increases pension cost, Postretirement Benefits Other Than
Pensions ("OPEB") and medical costs to reflect the expected cost of those benefit
programs in 2012. The actuarial study supporting the requested amounts for
pension and OPEB costs is included in Schedule G-2.1 and supported by
Mr. Carpenter. Per PURA 36.065 and Subst. Rule 25.231(b)(1)(H) OPEB is
recorded in accordance with GAAP - see Schedules G-2.1 and G-2.2. Thus revised
actuarial estimates were obtained to propose the 2012 OPEB cost adjustments. it
should be noted that the estimated discount rate used to establish 2012 expense has
now been set in accordance with GAAP at 4.3% rather than 4.6% used in the
estimate. As a result, pension and OPEB costs included in the adjustment are
understated. The medical costs were developed by the Company's benefit plan
insurance broker (in consultation with our medical claims processor - Blue Cross
Blue Shield of Texas). The insurance broker utilized historic medicail cost trends in
developing the estimates.

The long-term incentive amount that has been requested does not include the
portion of the compensation expense (totaling $1,457,845) that was caiculated
utiizing financial based measures. As a result, the Company is asking for only the

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

Decommissioning Expense (Ad 5
PLEASE DESCRIBE THE ADJUSTMENT TO DECOMMISSIONING EXPENSE.
The Company has calculated the amount of decommissioning funding that is
necessary to provide for the removal of the three Palo Verde nuclear units at the end
of their operating fife including the 20 year life extension approved by the Nuciear

PAGE 41 OF 54 DIRECT TESTIMONY *
NATHAN T. HIRSCHI

292
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DOCKET NO 44941

APPLICATION OF EL PASO ELECTRIC § . PUBLIC UTILITY COMMISSION
COMPANY TO CHANGE RATES § OF TEXAS

DIRECT TESTIMONY
OF
JENNIFER |. BORDEN
FOR
EL PASO ELECTRIC COMPANY

AUGUST 2015

274
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CEP’s 10th, Q. No. CEP 10-2
Attachment 7

Page 2 of 3

The non-financial incentive O&M expense ratio is applied to totai Company non-
financial incentive expense to caiculate the amount that is expected to be expensed
to utility O&M accounts. In addition to non-financial incentive costs that should be
expensed to utility O&M, total non-financial incentive costs include amounts that
should be expensed to other income and expenses as well as amounts that are
capitalized. By applying the ratio to total gross non-financial incentive costs, the
annualized amounts that are unrelated to O&M expense are excluded from the
Company's request for O&M expense. This methodology is consistent with the
treatment used in adjusting the capitalized financial incentive compensation adjusted

out of plant in service discussed later in my testimony.

WHAT IS THE TOTAL ADJUSTMENT AMOUNT TO THE TEST YEAR SALARIES
AND WAGES?

The resulting adjustment included in the revenue requirements Test Year is
$1,448,099. Adjustments 13 and 25 also contain an adjustment to salaries and

wages and will be discussed later in my testimony.

Pensions and Benefits (Adjustment 4)
PLEASE DISCUSS THE ADJUSTMENT TO PENSIONS AND BENEFITS.

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

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

1. Pension and post-retirement benefits other than pensions ("OPEB") were
adjusted by $1,365,276 to reflect the 2015 actuarial estimates prepared by
PricewaterhouseCoopers. EPE witness Hirschi discusses the pension and

OPEB plans in his testimony;

18 DIRECT TESTIMONY OF
JENNIFER | BORDEN

295
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SOAH Docket No. 473-17-2686
PUC Docket No. 46831
CEP’s 10th, Q. No. CEP 10-2

EL PASO ELECTRIC COMPANY

Attachment 7
Page 3 of 3
1 2. The 401(k) costs were adjusted by $33,002 to reflect the Company's current
2 contribution level. These costs reflect the changes in the 401(k) plan and are
3 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
1 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)

1% 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 PYNGS at thé 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 returns, 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
296
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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

DR U D GO0 WD OO D RN

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 of ‘the parties to this proceeding.' This
docket was processed in accordance with applicable statutes and Public Utility Commission of
Texas (Commissidn) 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:

I. Findings of Fact ,c\%
Procedyral History . 1’5
1. On December 9, 2009, EPE submiitted an application to the Commission sodking dhe 3

following: iy

placed into Apphcation of El Paso Electric Company io Reconcile Fuel Cosis (Severed From PUC Docket No. 37690}, SO
Docket No. 473-104554, Docket No. 38361 (pending). -
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e 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;

e approval of a formula-based fixed fuel factor under P.U.C. SUBST.
R. 25.237(a)1); and

o approval of an Energy Efficiency Cost Recovery Factor (EECRF) under P.U.C.
SussT. 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. 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.%

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 Electric Company o Defer Energy Efficiency Costs Under PURA § 39.905 and P.U C Susst
R 25 181(f), Docket No. 35612, Order (Sep. 12, 2008).

3 Petition of El Paso Electric Company 1o Reconcile Fuel Costs and Revenues and Request 1o Recover Mine Closing
Costs, Docket No. 34695, Order (Jul. 21, 2008).
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10.

11.

12,

- PUC DOCKET NO. 37690
SOAH DOCKET NO. 473-10-1677 ORDER PAGE 3

Horizon City, Town of Clint, Town of Vinton, Town of Van Hom and City of Socorro.
All such appeals were consolidated for determination in this docket.

The following parties were granted intervenor status in this docket: OPUC, the Texas
State Agencics, the City, TIEC, Freeport-McMoRan, DOD/FEA and Wal-Mart.
Commission Staff was also a participant in this docket.

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.

On December 17, 2009, the SOAH Administrative Law Judge (ALJ) filed Order No. I,
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.

On January' 15, 2010, the Commission issued the Preliminary Order setting forth the
issu&:to be addressed in this proceeding.

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.

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 patties to this proceeding,

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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13.

new docket the fuel reconciliation phase of the case for resolution of the one issue that
was not settled. Afier the severance, the proceeding was also dismissed from the SOAH
docket and returned to the Commission for further processing as a settled case.

Order No. 14 also granted the Signatories’ request that EPE be authorized to implement
the new base rates, fuel factor and EECRF on an interim basis, effective July 1, 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 apprové as permanent rates the
same rates placed into effect on an interim basis.

Description of the A "

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 iri 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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The Agreement provides that the investment in EPE’s new Customer Information Systern
(CIS) is included in rate base, and the related amortization (depreciation) is included iri_
cost of service. The CIS system will be amortized over a 10-year period.

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.

The Agreement provides that effective July 1, 2010, EPE shall utilize a return on equity
of 10.125% for purposes of calculating Allowance for Funds Used During Construction
(AFUDC) and for calculating carrying costs pursuant to P.U.C. SuBsT. R. 25.181(f)(7)
regarding deferred energy efficiency costs.

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.

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.

The Agreement provides that EPE will be allowed Palo Verde decommissioning funding
of $7 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.

The Agreement provides that any Renewable Energy Credits (RECs) that EPE purchases
will not be recovered as a fuel expense.

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

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

27.  The Agreement provides that EPE will amortize 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 Corners final mine closing costs. EPE will amortize total

rate case expenses in the total amount of $4,683,853 over a two-year period. Of this

amount, $740,000 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.

b.

The fuel and purchased power costs are separated into two parts.

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 (NO,) or sulfur oxides (SO;)
emissions credits.

The second part, the “Projected Market Adjusted Costs,” includes the remainder
of cligible fuel costs, which primarily consists of natural gas and purchased power
expenses.

The Projected Market Adjustment ﬁll be developed based upon average Permian
Basin natural gas futures prices for the rate year divided by the simple average of
the Permian Basin natural gas prices for the 12-month historical pericd. The
simple average of the historical period will be the simple average of the 12
monthly averages, each of which include the daily prices weighted by 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 Basin natural gas futures prices for
the rate 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.

:

When the Commission resolves the issue of the amount of the Four Comers final mine

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

in the fuel factor calculations pursuant to the formula.

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 1, 2010 billing month.

The Agreement provides that EPE v}ill 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.

The Agreement provides that éxpenses recorded in Account 509 and revenues recorded in
Account 411.8 from the purchase and sale of nitrous oxides or sulfur dioxide emissions
allowances 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 Verde 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 PURA* § 39.905 and to recover the deferred costs
through an EECRF upon the June 30, 2010, expiration of the rate frecze.

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 Agrecment 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.

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
altocated to the eligible customer classes on a program-by-program basis using energy as
the allocator. The factors by class are:

-

* Public Utility Regulatory Act. TEX. UTiL. CODE ANN, §§ 11.001-66.016 (Vernon 2007 & Supp. 2009).
* Applicauon of Et Paso Electric Company for Approval to Revise its Energy Efficiency Cast 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 $0.00049
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 $0.00070
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.

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.

The revenue requirement stipulated in the Agreement is consistent with applicable

provisions of PURA Chapter 36 and Commission rules.

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(f)(7) regarding deferred

energy efficiency costs, is reasonable.
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44,

45,

47.

48,

49,

50.

51,

52.

3

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.

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.

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.

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.

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 by EPE in this case.

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.

&

It is reasonable to allow EPE to collect $7 miilion on a Texas jurisdictional basis for Palo
Verde decommissioning funding subject to review and adjustment on a going-forward
basis in future proceedings.

It is reasonable that EPE not recover the costs of RECs it purchases as fuel expenses.

The proposed miscellaneous service charges are reasonable.

-

V)
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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 E! Paso, over a two-year period.

54.  Itis 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)XB).

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(f) in the costs that it includes, and the

assignment and allocations to the classes are appropriate.
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I1. 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).

2. The. Commission exercises regulatory authority over EPE and jurisdiction over the
subject matter of this application pursuant to PURA §§ 14.001, 32.001, 32.101, 33.002,
33.051, 36.001-36.11 1, 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 ANN. 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.UC. SuBsT. R. 25237(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 consistént 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. 22.35 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 further 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.

8.‘ Effective July 1, 2009, recovery of sulfur dioxide (SO;) and nitrous oxide (NOx)
emissions revenues 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.
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9. EPE’s 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, effective 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 of July 2010 is approved as depicted
on Attachment 2 to this Order. 1

13.  EPE is authorized to apply the agreed EECRF to customers’ bills on and after
July 1,2010. The EECREF shall be in effect until an adjusted EECRF is made effective
for EPE pursuant to P.U.C. SuBsT. R. 25.181(f).

14.  Nolater than May 1 of each year, EPE is required to apply to adjust the EECRF pursuant
to P.U.C, SuBsT. R. 25.181(f). The costs included in EPE’'s EECRF are subject to
reconciliation pursuant to P.U.C. SUBST. R. 25.181(f)(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 _thc 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.
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17. Al 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 m_&day of July 2010.
PUBLIC LJILITY COMMISSION OF TEXAS

BARRY T. SMITHERMAN, CHAIRMAN

LY e

DONNA L. NELSON, COMMISSIONER /

KENNETH WW COMMISSIONER

q\cadm\orders\final\3 7000\37690f0. doex

1%
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APPLICATION OF EL PASO §  PUBLIC UTILITY COMMISSION %
ELECTRIC COMPANY TO CHANGE  §
RATES AND TO RECONCILE FUEL  § OF TEXAS .
COSTS §

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
Scptember 201 1. An unopposed stipulation and agreement (agreement) was signed by a majority
of the parties (sighatories) 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

L. On February {, 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 antiéipated $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 1, 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
municipality within EPE’s service area with original jurisdiction over EPE’s retail rates;
and all parties to EPE’s last rate case, 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, 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 Homn; 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: 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; E! 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 (ALJ) issued Order No. 2,
which, per the agreement 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 1, 2012. 3

On March 8, 2012, the Commission issued a preliminary order setting forth the issues to
be addressed in this proceeding.

On April 6, 2012, the SOAH ALJ issued Order No. 4, which granted the parties’ motion
to extend the procedural schedule indefinitely in order to facilitate settlement
negotiations.

On April 19, 2012, the signatories filed the agreement, together with their unopposed
motion to facilitate consideration and 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 Schoot 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.

On April 27, 2012, the SOAH ALJ 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 retumed to
the Commission for further processing as a settled case.

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

same rates placed into effect on an interim basis.

On May 11, 2012, the Office of Public Utility Counsel filed a statement of position
regarding the agreement, and on May 17, 2012,"Commission Staff filed a motion to strike
the statement of position.
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Description of the Agreement

15.

18.

19.

20.

The signatories agree that the agreement’s 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

The agreement 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 means 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 |, 2012.

The agreement 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 P.U.C. SUBST. R. 25.18 1{£)X7) regarding deferred energy cfficiency costs.

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.

The agreement provides that EPE will be allowed Palo Verde decommissioning funding
of $3.6 million annually on a Texqs jurisdictional basis, but that this funding shall be
subject to review and adjustment on a going-forward basis in future proceedings.

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

! Exhibit 4 of the agreement compares current and settlement rates for Residential Basic Service and Small

Commercial Service usage.

Page 4 of 10
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21.

22,
‘May 2012 billing month.

24,

25.

future proceedings, the signatories agree that it is desirable to eliminate inter-class

subsidies.

The agreement specifies that EPE’s taritfs shall include a new cconomic development
rate with discounts in the demand charge. The discounts are reflected as a credit in the

applicable tariff.

The agreement provides for agreed tariffs cffective, on an interim basis, with EPE’s

The agreement 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
cxpenses 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 ¢ase expenses.

The agreement provides that for the period beginning May 1, 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 fuel 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.

The agreement provides that for each rate class that is receiving a reduction under this
agreement 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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217.

29.

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 reflccted in the
agreed tariff. ‘

Fuel Reconciliation

Under the agreement EPE withdraws its request to reconcile fuel costs for the period
July 1, 2009 through September 30, 2011, and the signatories agree that EPE’s request
should be dismissed.

The signatories 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 file its next fuel reconciliation request (covering a period
beginnirig July 1, 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. SussT. R. 25.236(b).

Consistency of the Agreement with PURA and Commission Requirements
28.

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.

The revenue requirement stipulated in the agreement is consistent with applicable
provisions of the Public Utility Regulatory Act, TEX. UTIL. CODE ANN. §§ 11.001-66.016
(Vernon 2007 & Supp. 2011) (PURA), Chapter 36 and Commission rules.
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30.

31

32.

33.

34,

3s.

36.

37.

38.

39.

It is reasonable for purposes of this proceeding to not change the rcturn on cquity set in
Daocket 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 energy efficiency costs. *

It is reasonable tor purposes of this proceedipg to adopt the depreciation rates proposed
by the agreement. The adopted depreciation rates are set forth in attachment | to this
Order.

It is reasonable to allow EPE to collect $3.6 million annually on a Texas jurisdictional
basis for Palo Verde decommissioning funding subject to review and adjustment on a
going-forward basis in future proceedings.

It is reasonable that EPE amortize its rate case expenses over a two-year period.

T

The distribution of the revenue decrease among customer rate classes is just and

reasonable, ’

The settled rate design retlected in the rate schedules included in exhibit 3 to the

agreement is just and reasonable.

EPE’s economic development rate rider, Schedule No. 33, which offers discounts to the

demand charge, is reasonable.

The treatment of revenues collected after May 1, 2012, up until the effective date of
EPE’s next rate change from EPE’s power factor adjustment charges is reasonabie,

There is good cause to allow the power factor revenues to be credited to fuel costs.

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.

Hl. Conclusions of Law
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 excrcises regulatory authority over EPE and jurisdiction over the

subject matter of this application pursuant to PURA §§ 14.001, 32.001, 32.101, 33.002,
33.051, 36.001-36.1 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’T CODE ANN. Chapter 2001 (Vernon 2008 &

Supp. 2011), and Commission rules. 2

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 from the agreement 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 agreement 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. Theqrofquirements for informal disposition pursuant to P,U.C. Proc. R. 22.35 have been
met in this proceeding

1Il. 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.
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10.

12.

Consistent with the agreement, the tariffs, rate schedules, and riders approved on an

interim basis in Order No. 7 are approved as final.

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.

EPE shall deposit $3.6 million, Texas jurisdictional, into its Palo Verde decommissioning
funds on an annual basis until further order of this Commission.

EPE shall observe the depreciation rates approved in this Order until changed by further
order of the Commission.

Because the final approved rates are the same as the temporary rates, no refunds or
surcharges of the temporary rates are necessary.

EPE is granted a good cause exception to P.U.C. SUBST. R. 25.236(a) and shall include
power factor adjustment revenues that are in excess of $250,000 annually as a credit to
fuel costs as provided by the agreement.

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 1, 2009) with
the base rate case it expects to file in 2013, but no later than December 31, 2013.

The Commission approves EPE’s economic development tariff,

The Commission approves the treatment of revenues collected after May 1, 20t 1, under
EPE’s power factor adjustment charges.

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,
tlge entry of this Order should not be regarded as precedent as to the appropriateness of
any principle or methodology underlying the agreement.

The Commission grants Commission Staff’s 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 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 hercby denied.

SIGNED AT AUSTIN, TEXAS the ZMW of May 2012.

PUBLIC UTILITY COMMISSION OF TEXAS

e oo
I f——

DONNA L. NELSON, CHAIRMAN

/’ ; _/77’7
KENNETH W. ANDERSON, COMMISSIONER
4 -:’
; 4}

/’_) ‘
\\
ROLANDO PABLOS, COMMISSIONER

4. \admiorders\finaMO00\0004fo.docx
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PUC DOCKET NO. 44941 RECEIVED
SOAH DOCKET NO.473-15-5257 NG AUG 25 PM[2: 37
APPLICATION OF ELPASOELECTRIC §  PUBLIC UTILIVALICOMNESSIAN 10y
COMPANY TO CHANGE RATES § FILING CLERK
K > § OF TEXAS
ORDER:

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:

I. Findings of Fact

Introduction and Procedurgl Histo_r_g

1
2.

EPE is an electric utility. a public utility, and a utility.

On August 10, 2015, EPE filed an application with the Commission secking approval of a
$71,483,595 Texas jurisdiction rctail increase in base (non-fuel) and other miscellancous
revennesandchangestotilestructurenndtermsofitstariﬁi

Concurrent with the filing of the application with the Commission, EPE filed a similar
petition and statement of intent with each incorporated municipality in its Texas service
arca that has original jurisdiction over its rates.

EPE proposed an effective date of September 14, 2015.

EPE also requested that, if the new rates were suspended for a period beyond 155 days
after August 10, 2015, then final rates will relate back and be made effective for
consumption on and after the 155% day after August 10, 2015, which cquates to
consumption on and after January 12, 2016.

EPE used the 12-month test year beginning April 1, 2014 through March 31, 2015.

Notice of EPE’s application was published once cach 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,

)l
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10.

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),

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 ¢onsolidated for
determination in this'docket.

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), ArcelorMittal USA LLC (AM),! 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 Agencics (DoD/FEA), ECO ELP.
Inc. (ECO ELP), Coalition of Citics 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 Paso ISD, Socorro ISD, Clint
ISD, San Elizario ISD, Fabens ISD, Anthony ISD, Canutillo ISD, Tomillo ISD, El Paso
County. Housing Authority of City of El Paso, Region 19 Education Service Center, and
El Paso County Community 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.

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 praceeding. Bayou

Steel Group is the successor-in-interest to the intervenor ArcelorMittal USA LLC and the facility is now known as
BD Vinton, LLC. For ease in reference and consistent with the intervention, Bayou Steel Group will be referréd to as
ArcelorMittal USA LLC. (AM) in the text of this Order.
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11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

4
1

On August 14, 2015, SOAH issued Order No. 1, ‘establishing among other-things, the
suspension of the effective date of the proposed tariff changes for 150 days umtil
February 11, 2016.

On September 11. 2015, the Commission issued the’ preliminary order, sefting forth the
issues to be.addressed in this proceeding.

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 Incurred by El
Paso Electric Company and Municipalities in Docket No. 44941, SOAH Docket
No. 473-16-1685, Docket No. 45475 (bocket No. 45475).

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.

On March 29, 2016, EPE and a majority of the parties moved to implement a
non-unanimous stipulation and agreement and approve interim rates (March: settiement
agreement). The March settlement agreement would résolve all issues in this case except
one contested revenue requiremént issue involving EPE's interest in Units 4 and 5 of the
Four Comers power plant.

The parties who signed and filed the March settlément agreement were EPE, Commission
Staff, CEP. State ‘Agencies, TIEC, FMI, AM, W Silver, DoD/FEA, Coalition, City of
Socorro, Rate 41 Group, Walmart, NRG, and SEIA.

Rockney Bacchus did not sign the March settlement agreement but did not oppose it.
OPUC, ECO ELP. Sunrun, and EFCA opposed the March settlement agreement, though
they did not opposc the interim rates specified in the March settlement agreement.

On March 31, 2016, SOAH issued Order No. 16, approving an uncontested interim rate
increase of $37 million to be charged in bills beginning April 1, 2016, and subject to
surcharge or refund.

On April 5, 2616 OPUC, ECO ELP Sunrun, and EFCA requested that a hearing be held
on the March settiement agreement and that EPE be ordered to issue additional notice to
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21.

22

23

24.

25.

26.

27.

28.

address the scope of the March settlement agreement conceming the proposed treatment of
residential customers with distributed generation (DG).

On April 25, 2016, SOAH issued Order No. 19, establishing a procedural schedule for a
"hearing on the merits of the. March scttlement agreement. Order No. 19 also rejected the
request by OPUC, ECO ELP. Sunnm, and EFCA that EPE issue additional. notice
concerning the March Settiement Agreement’s residential customer DG tariff provision.

On May 2, 2016, OPUC, ECO ELP. Sunrun, and EFCA appealed the ruling in SOAH Order
No. 19 conceming notice.

On May 4, 2016, the signatories to the ‘March settlement agreement filed the first
amendmicnt to the March settlement agreement.

On May 23, 2016, the Commission issued the Order on Appeal of SOAH Order No. 19,
which granted the appeal and required EPE to reissue notice.

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 issues in this
proceeding, including a revenue requirement issue involving EPE’s interest in Units 4
and 5 of the Four Corners 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 Commission’s Order on Appeal of SOAH Order No. 19.

Along with the amended and restated agreement, EPE and other parties also filed a joint
motion to implement it.

The following parties are signatories to the amended and restated agrcement: '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). Rockney Bacchus neither joins nor opposes the amended
andrestatedagrecment. The amended and restated agreement is thus uncontested.

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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29,

in Order No. 24 into evidence, including the amended and restated agreement and
testimony from EPE and Commission Staff in support of the ameaded 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.

On August 4, 2016, EPE filed updated rate case expense information. CEP and Coalition
filed updated information on August 5, 2016 and the City of Socorro filed its rate case
expense information on August 8, 2016. On August 9, Commission Staff moved to admit
the supplemental testimony of Mark Filarowicz into the record. .On ‘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

32.

The amended and restated agreement provides that EPE should reccive ani overall increase
of $37 million in Texas base rate and other revenues, cffective for electricity consumed on
and after January 12, 2016.

This rate increase should be collected through interim rates in bills on and after
April 1, 2016. (Amended and restated Agreement art. LA.1.)

Four Corners Issue

33.

34.

The amended and restated agreement provides that EPE receive an incremental increase of
$3.7 million in annual revenue requirement for base rates (in addition to the $6,081,409
deemed to be included in the $37 million increase) associated with its interest in Units 4
and 5 of the Four Comers power plant (Four Corners incremental rate amount). The $3.7
million Four Comners incremental rate amount is in addition to, and shall not result in a
rfeduction to, the $37 million rate increase.

The $3.7 million Four Comers incremental rate amount shall apply to consumption 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 1‘2, 2017. 18 months after
the relate back date. (Amended and restated Agreement art. LB.)

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 Comers incremental rate
recovery amount. (Amended and restated agreement art. 1.C.)
Return on Equity
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 agréement ért. 1.D.)

Depreciation ,

38.  The amended and restated Agreement specifies the adjusted 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.  Theamended and restated agreement also 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. LE.)

State Income Tax

40:  Under the amended ‘and restated Agreement, effective January 1, 2016, EPE will begin
normalizing staté income tax expense, and amortizing over a 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. 1.F.) '
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Nuclear Decommissioning

41.

42,

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:

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. 1. G.)

‘Enviromml 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 as cligible
fuel costs. (Amended and restated agreement art. LH.)

Allocation of the 337 Million Revenue Increase and Four Comners Incremental Rate Amount

44.

The amended and restated agreement specifies how (a) the $37 million revenue increase is
allocated among the rate classes in Attachment B to the amended and restated agreemeat,
and (b) the $3.7 million Four Comners incremental rate amount is allocated among the rate
classes in Attachment C to the amended and restated agreement. (Amended and restated
agreement art. L1.)

Rate Design and Tariff Approval

45.

The amended and restated agreement also addresses tariff and rate design issues (Amended

and restated agrecment art. 1.J.) as follows:

. The customer charge for Rate 1, Residential S&ﬁw shall be set at $6.90.

. The application fees under EPE’s Schedule DG shall not apply to residential
customers.

. The customer charge for Rate 2, Small General Service shall be set at $9.95.

. ‘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’s 2016 Fuel Reconciliation proceeding for
applicability in the fuel reconciliation period beginning April 1, 2016.

. A modified time of use (TOU) rate for residential customers shall be offered that
is based on an on-peak period of 4 months and 6 hours/day. with d 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 final‘resolution
of this case.

Rate Case Expenses Récovery.

46.

Under the amended and restated Agreement, EPE shall'be entitled to rate recovery of its
and its municipalities’ rate casc 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 amended and restated
agreement is August 4, 2016.

99



	Page 1
	Page 2
	Page 3
	Page 4
	Page 5
	Page 6
	Page 7
	Page 8
	Page 9
	Page 10
	Page 11
	Page 12
	Page 13
	Page 14
	Page 15
	Page 16
	Page 17
	Page 18
	Page 19
	Page 20
	Page 21
	Page 22
	Page 23
	Page 24
	Page 25
	Page 26
	Page 27
	Page 28
	Page 29
	Page 30
	Page 31
	Page 32
	Page 33
	Page 34
	Page 35
	Page 36
	Page 37
	Page 38
	Page 39
	Page 40
	Page 41
	Page 42
	Page 43
	Page 44
	Page 45
	Page 46
	Page 47
	Page 48
	Page 49
	Page 50
	Page 51
	Page 52
	Page 53
	Page 54
	Page 55
	Page 56
	Page 57
	Page 58
	Page 59
	Page 60
	Page 61
	Page 62
	Page 63
	Page 64
	Page 65
	Page 66
	Page 67
	Page 68
	Page 69
	Page 70
	Page 71
	Page 72
	Page 73
	Page 74
	Page 75
	Page 76
	Page 77
	Page 78
	Page 79
	Page 80
	Page 81
	Page 82
	Page 83
	Page 84
	Page 85
	Page 86
	Page 87
	Page 88
	Page 89
	Page 90
	Page 91
	Page 92
	Page 93
	Page 94
	Page 95
	Page 96
	Page 97
	Page 98
	Page 99
	Page 100

