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DOCKET NO. 4769

APN+EA1. OF ^QirTMiE^TERN ,.ECT4IC MIC IE.tI"1t COl![[S5Id1
tam COMPANY FM !fA'ft«
1^MIfIt4 BICISit^tS OF ^^IM CITIES

.._ .. ^ x ^ . . ^:

< n ,
On tlctober 7, 1982, ,Soutomt^rrq Electric PbwW coln"WOMM) islw! Its p^^.^t#±M

for review of the rateawaking decisions of the titias Of Atlanta, Pittsburg. Gilmer, "mat
Pleasant, and Wake Village. On October 6, 1982. :4bEPCO • f i 1ed its appeal frow the. . :.
ratemaking decisions of the cities of Alba and Now Boston. On October.13, 1982, SIPCO
filed its appeal from the ratemaking decision of the city of Linden. J! prehearing
conference was held on Noveober 5, 1982, at which time a schedule for future proceedings
was set out, and interim rates for customers within the cities;=listed above were set at the
level approved by the Corissi6n in ApDticlNleion of otbemslern Electric Pow #^ ►^

I^^

Docket No. 46Z8, (November 4, 1982), to be effective on N ovember 15, 1982. The hearing on
the merits was conducted on February 7, 1983, at which the cities were represented by Nr.
Don Butler, SMEPCD was represented by Mr. Joe Pratt, and Ms. Oarianne Carroll appeared on
behalf of the CopNeission staff.

II. Opinion

The rate applications filed with the cities were identical to the one filed !y SWEPCD

with the Caoission in its environs case, Docket No. 4628. Qfficial notice was taken St

the hearing on the merits in this case of the record, ExarNiner's Report, txhibits, and
final Order in Docket No. 4628. The only docwients presented in this docket but not
considered in Docket No. 4628 were copie3 of the ratemaking ordinances of the following
cities from which appeals have here been filed:

City

Alba

Atlanta

Gilmer

linden

Mamt Pleasant

New Boston

Pittsburg

Wake Village

Date of Ordinance

October 4, 1982

October 7, 1982

October 5, 1982

October 12, 1982

October S. 1982

October 7, 1982
October 4, 1982

October 6, 1982

All eight cities passed ordinances granting an identical increase in SIN:PCD's base rate

revenue requirement of $9,011,657 on a systew-wide basis, somewhat below the f13,200,000

base rate revenue requirement increase subsequently granted by the Comaission in Docket
No. 4628.
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SWEPCO presonted no additional witnesses at the Wring on the merits #10 this docket;
instead it relied an the environs cm "Word, Including the stipulation a#raed to by all
parties, to support Its roqmt that the poosstdn sat as rates, for dttoeirt- within the
cities appealed from those rates established in Docket*. ^g, It ti'Si^l^CO'r posittdr,^"^
that in Docket No. 4628, in which the Comission had "iaal Sur fsdicftias pwr the rates
SWEPCO charges customirs in unincorporated are"* I the remission set rates on a system- y . ;
wide basis, looking at total company revenues and total cost of service. Sw conteAds
that the Comission decision herein should be the sm as it was in Gvcket since
the issues and evidence pertaining to the merits of the two dix*ets are identical.

While all parties in this docket Mer given the opportunity to crest-exsdnt the
witnesses whose testimony was part of the record in Docket No. 4628, none of thee chase to
do so. The general counsel and the cities presented no additional evidence of any kind,

urging their positions only through argument. The general counsel's position is that in
this case the Comission should follow its earlier decision in Docket No. 4628. The cities

urged that their rataNaMcinq decisions should be affirmed, but recognized the Coswission's
practice of setting systess-eide rates.

In the examiner's opinion, during the consideration of Docket no. 4628, the

Comission reviewed the evidence and stipulation presented therein concerning SWEPCOs

need for additional revenues, and the Order in that docket established appropriate systea-

wid6 rates for the company. While the record now reflects the actions taken by the

municipalities of Alba, Atlanta, Gilmer, Linden, Mount Pleasant, New Boston, Pittsburg,

and Make Village, the enaminer concludes that the evidence does not support a change in the
Commission's earlier findings. It should be noted that all eight of the cities whose

action is the subject of this docket participated as intervenors in Docket No. 4628 and

through their representative Mr. Dan Butler signed the settla^ which was approved by

the Comission in that docket. No evidence was presented in thts docket that the rates to
customers within the municipalities of Alba, Atlanta, Gilmer, Linden, Mount Pleasant, New

Boston, Pittsburg, and Wake Village should differ from those established in Docket No.
4628. Accordingly, the examiner recommends that the rates ordered by the Cawpission in

Docket No. 4628 be established as permanent rates for SWEPCO's service within the

eunlcipnl boundaries of the cities listed above.

III. Findings of Fact and Conclusions of Law

Tht examiner further recommends adoption of the following Findings of Fact and
Conclusions Of LIM.

A. Findings of Fact

1. On October 7, 1982, Southwestern Electric Power Company (SWEPCO) filed petitions

seeking review of the ratemkinB ordinances of the cities of Atlanta, Pittsburg, 611wr,
Mount ►leasant, and Wake Village.
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2. On October 8, 1982, SkVW filed petition seeking ; review of the ratwaking
ordinances of thie cities of Alba and New Intoc

3. On October 13, 1982, UM filed a petition "eking review of the rsiv*inq
ordinance of the city of Linden.

4. The eight petitions was assigned to Docket No. 4769.

S. On November 4, 19M, the Commission entered a final Order in Ae^^tic^iwn of
^1^ II

Southwestern Electric Power Caoa ►y. Docket No. 4628. making findings of fact and
conclusions of law regarding appropriate rates for SIMM based on an analysis of its
systemo-wide► operations, revenues, and cost of service, as set out in the stipulation
entered into by all parties to that docket.

6. All eight municipalities listed in Findings of Fact Nos. I through 3 granted SWEPCO

an identical rate Increase, with such increase being less than that granted by the

Commission in Docket No. 4628.

7. The final Order 'Docket No. +1628 was based on data identical to those considered
herein, except that in this case copies of city ordinances from which SWEPCO has herein
appealed were presente+:.

8. SWEPCO is an investor-owned electric utility providing service within 19 counties in

the State of Texas pursuant to a Certificate of Convenience and Necessity Issued by the
Public Utility Commission of Texas.

9. On July 30, 1982, SWEPCO filed with the Commission an application to increase its

rates within the unincorporated areas it serves and those cities which have heretofore

ceded their original jjrisdiction. Contemporaneously, similar applications to increase

rates within the cities served by SWEPCO were filed by SWEPCO. The rate changes proposed

by SWEPCO would have increased Texas retail jurisdictional adjusted test year revenues

alleged by SWEPCO in its applicatios°s by approximately $24,190,657 or approximately

13.58%.

10. Notice of the appeals and the hearing was given in accordance with the Public Utility
Regulatory Act, and with the Rules of Practice and Procedure of the Public Utility
Commission of T#xas.

11. A hearing on the writs was held on February 7, 1983. Official notice was taken of

the record, Examiner's Report, Exhibits, and final Order in Docket No. 4628, including a

final written agreement with attached Findings of Fact and Conclusions of Law which had

been entered into by all parties to that proceeding.

^ ^ . . .. .



12. The depreciation rates currently being used by SWEPCO are reasonable; the-

application results in a systft•vidt composite rate of 3.27%. The Company's depraciat',-n

and amortization expense is $16,101,M.

'.3. In Docket No. 4628, the Conisslon found it necessary to the financial i~ity of

SWEPCO to include 531,301,5SO of the test year level of construction work in progress as

adjusted in both invested capital and the adjusted value of invested capital.

14. S1iEPC.'Q hts a plan for the use of certain lignite and coal leases and projects held by
it sr;14 the save we used and useful in the provision of utility service and therefore

iro.luded as Electric Plant Held for Future Use in the amount of 312,062,429 in both
.avastad capital and the adjusted value of invested capital.

15. The not current cost of SWEPCO's plant is t766,013,^.91.

16. SWEPCO's invested capital is 5405,915,452, and includes the components shown on

Schedule 1, attached. The components of SWEPCO's capital structure are:

^alrvOnent Weighted
Amount Percent Percentage Average

Ca^ronent (000) of Total Cost Cost

Long-term Oebt S 519,903 45.936 10.44% 4.79%

Preferred Stock 105,777 9.34 8.37 0.78

Accumulated Deferred 80,068 7.07 12.58 0.89
Investment Tax Credit

Common Equity 426.300 37.66 16.25 6.12

TOTAL $1,132.048 100.00% iZ.eZ

17. A balance of 66.875% net original cost and 34.125% net current cost is reasonable for

the purpose of calculating the adjusted value of SWEPCO's invested capital. Using these

percentages, the adjusted value of SWEPCO's invested capital is 5532,099,708, and includes

the components shown on Schedule 11, attached.

18. Fnr the purpose of computing a fair return for SbEPCO, the capital costs and capital

structure shown above are appropriate.

19 1 16.25% return on common equity capital is reasonable for SWEPCO. An annual return

of $61,064,164 which constitutes a 9.60% return on the adjusted value of invested capital

or a 12.58% return an SWEPCO's invested capital, is fair and reasonable, is adequate under

efficient management to allow SiiEPCO to maintain its current credit rating and to attract

the capital necessary for the proper discharge of its duties as a public utility, and is

sufficient to insure confidence in the financial integrity of SidrPCO.
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21, SWEPCTI's adjusted test period cost of service is %Z*,9A,570. 4 retarn in the
iwiovsit or W,i*4, l64 pro,r xd" SWEPW a r.aasonable return on I t4 <<E^^^ wc^ cap7 t"aand Is

,. ..

usotui in rendering service to the public.

21. A Texas retail Jurisdiction base rate revenue reqairem*t of ;124,275,824 will pdnett

SWEPCO to recover its operating expenses, together with a reasonable retum an Its
invested capital.

22. It is fair and reasonable to allocate the system-wide base rate revenue requirement

to classes as shown on Schedule III, attached; and rates designed in accordance with such

allocation are just and reasonable and not unreasonably preferential, prejudicial, or

discriminatory.

23. The rate and tariff changes shown on Exhibit 0, attached to the Examiner's Report in

Docket No. 4628, are just and reasonable and not unreasonably preferential, prejudicial,

or discriminatory to SWEPCO's t ^Aars who reside within the municipalities whose rate-

making ordinances have been appealed herein.

24 All parties to this proceeding have been afforded an opportunity for a full hearing

herein.

6. Conclusions of law

1. The Coaaission has jurisdiction over the matters considered herein pursuant to Tex.

Rev. Civ. Stat. Ann art 1446c, !! 16, 18, and 26 (1980) ("PttlA"), The Comission has

appellate jurisdiction over the areas inside the cities of Alba, Atlanta, Gilmer, Linden,

Hount Pleasant, Now Boston, Pittsburg, and Wake Village, since those cities have taken

final action on SWEPCO's applications to increase rates, from which SWEPCO has taken

timely Mpeal.

2. Pursuant to Section 40(b) of the PIXtA, SMEPCO bears the burden of proving that all of

its proposed rates are just and reasonable.

3. The examiner's recowient itiorrs herein will allow SWEPCO to recover its reasonable and

proper operating expenses together with a reasonable return on its invested capital

pursuant to the requirements of PURA $39, but will not yield sore than a fair return on

adjusted value of invested capital, as required la► PlM 540(a).

4. The rates and ratr-design guidelines recommended by the examiner, if properly
UO'fe"Otewi~ will Oroduoe rates pwt, ue 4at and r*asomble;^ but are not unreasanably
i^l^tfal,r 1^r1. :8r o^# ilii are ^t and equitable if applied

^ ^ ,'^' ^ F.c ... , .

consistently to aac^+ cii^s of c^tt^; "M satisfying the r"'°' ireeents of PtINA $38(a).
^,^...^
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110CUT 40. 410

NW^ OF 1^L1p^ItIC PtNiEiC,lM^►

MKINS DECISIONS OF VARIOUS CES OF tE^lts ^^ „

In public meeting at its offices in Austin, Tom, the hjbli^, Otility 0"Ossioa of
Texaseas finds that after statutory notice wo pro04%Q to the pab^fc and t^ iintwatat
parties, a hearing In the above-sty/N1 cause was conducted by an exw^w "*a issued A,
report containing iindiops of Fact and Conclusions of Lw, which l tspoit it adppted and
e&* a part Mreafi The CoNrission further issues the follwing Order:

1. The appeal of Southwestern Electric Pawl Company from the ratemaking decision
of the Cities of Alba, Atlanta, a11w3r, Linden, Niaimt Pteasant^: No Boston,
Pittsburg, and Wake Village is granted as set out in the attached Exaninerls
Report.

2. The present tariff for Southwestern Electric Powar Campany, %hick, was approved
as a result of the Counission's Order in Application of Southwedern Electric
Pow Cmmy. Docket No. 4628, (November 4, 1982) Is hereby ^made finally
applicable to the cities of Alba, Atlanta, Gilmer, Linderr, Punt #ieasant, New
Boston. Pitts", and Wake Village, effective the date of this order.

3. This Order is dee^td to be final upon the data of $1900% and 0011 be read as
superseding all Interim rate orders previously in effect herein.

4. All motions and any other requests for relief, whether general or specific, if

not expressly granted herein, are hereby denied for want of writ.

SIGNED AT AUSTIN, TEXAS on this day of _, 1g83.

PUBLIC UTILITY COMISSION OF TEXAS

SI6w:

SIANED:

SI6wa
FEW

^^ . ^^ .. . - .
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APP;ii~I. Cr SIRt'INWESTRAMC !^l6. 1Ii^ltlTlt'
TNE R#^!Om Cc~ no

OFrt; T^l^i t ,,Wp1tINII ^ECISIIlIIS OF ^ CI^

In public gjagting at Its ef"cet j*'rtWtf%, Texas, the PvbltC Kill

Texas finds that of ter statutory +wtf4* On preVfdei tv^ ti+s public mmt - tw`iowmw

parties, a hearing in the Atm-Styled cause was caR#fttid by an 4c411iW w" Issvai
Which te^^t 4 aia^tld andreport containing Findings of Fact and Conclusions at Lou,

wade a part hereof. The Comission fuether issues the following Order.

1. The appeal of ^ks-bwestsrn Electric Pew Canaw from rme r*Aw*f#* decision

of the Cities of Alba, Atlanta, Gilimer, iandmi* Mesnt Plessamit, New Reston,

Pittsburg, and Wake Village is granted as set out in the attati" Esarlner's

Report.

approved2. The present tariff for Southwestern Electric parer Capairy, rwM" was

as a result of the Commission's Order in Application of Sautiwesm. Electric

Power CaltDocket No. 462$, (November 4„ 19132) is harft aNiire ffnsli,iv

applicable to the cities of Alba, Atlanta, liilmier, lindan. Maot p'Isasest, Now

Boston, Pittsburg, and Wake Village, effective the date of this ode.

3. This Order is deemed to be final upon the date of signing, and "'t be reud as

superseding all interim rate orders previously to effect herein.

4. All notions and any other requests for relief, whetler qeneral or speciflc, if

• not expressly granted herein, are hereby denied for want of awit.

SIGNED AT AUSTIN, il.rXAS un this lt day Of 1983.

PUBLIC UTILITY C('1MMISSIOM OF TEXAS

SI8pE0:

S16NED:

a _ ..
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wWlWtY RATE APPEALS OF TEXAS

INTERIM RATE R
.
DER SINGAND TCE OF

+l^
ŴJ

.r^.

On No"16W 5, 1982, a pw'ehwi ng cooWgiry,^g# WW; held reQ srdi ng the appeel ic of
Southwestern Eloctric Power Coway (•^) from VW "**I" t^i r".+af the
cities of Atlanta, Pittsburg, Gilmer, Mount Pl+eas"t, Wake 011a", New pos#.bn, 7k^ and
k i nder:. Appearances we entered by 3o* Pratt for. S11EPp and Denise jojM for the
Commission staff.

Official notice was taken of the record- inctuding the' Examiner's Repiiot and Final

Order--in Docket NO. 4628, rate proceedings in which a rate increase for ~ parts of
SWEPCO's Texas service area was granted. On the basis of the record established at the
prehearing conference herein and C+o+aeission policy in favor of systemwide r4n, the

motions for interim relief in the cities listed above are granted; effective November 15,

1982, the tariff approved pursuant to the stipulation and Final Order in Docket No. 4628

is approved for implementation on a temporary basis in the cities listed above. This order '

is issued pursuant to authority granted in Tex. Rev. Civ. Stat. Ann. art. 1446c, 3316,

17(d), 22, 26(e), 37, and 38 and in P.U.C. PROC. R. 052.01.00.062 and 052.01.00.067.

These interim rates are subject to modification or rescission by further order of the

Commission and are subject to refund if the rates ultimately set by the Commission in its

final order are less than the temporary rates granted herein.

At the November 5, prehearing conference, the following timetable was established for
further proceedings in this docket:

1. The hearing on the merits will be conducted on Monday, February 7, 1983,
at the Coamisssion offices, 7800 Shoal Creek Blvd., Austin, Texas,
beginning at 10:00 a.m.

2. Direct Testimony of any witnesses not apart of the record in

Docket No. 4628 shall be prefiled by noor on the following dates: cities'

and any intervenors' witnesses by January 24, 1983, and the Connission
staff by January 31, 1983. Any party wishing to cross examine other

parties' witnesses who filed testimony in Docket No. 4628 shall file

notice of such no later than January 24, 1483, so that parties will know

what witnesses need to be present at the hearing. SWEPCO shall prefite

any rebuttal testimony by 10:00 a.m. on February 7, 1983.

SIGNED at AUSTIN, TEXAS, on this the ^^day of , 1982.

PUBLIC UTILITY COMMISSION OF TEXAS

^'ifCi P
HEARINGS EXAMINER

APPROVED on this I! day of 1982...•. `Y^^,'^`
CgLmr7=

NB DIRECTCMt 0F KEARINAS
^,. A ...^,- :_^ .,
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IVSOUTHWESTERS Cl,FCTRIC

CO#MY RATE APPEALS ^ OWLIC lmLI
OF TEXAS -

On tlct+pwr it. Im. the appeals ^ ; rta A^Irs*► ^1rDr ^'^ ; .
finOM 00 M"ift w11umm of A**.-

^ P,.^^_

Pittsburg, and Mat Vi11t01 wave 11ss^^sld *his "sfAS6b*r by the amm"si^^lftf^
cltr*. It later filed an ' ^j

cities' denials of the raft ^ticxtl^ fi'!ed on July 31f Im, filed simultantemly
with the Cities served by MM *nd:rij* qkt CPW " ton, for those suimorporfted area
the utilityII serves in Texas (Dp*+tt llo. 462$) . Theaa, appeals Wells AccoMMIed by {
entices for 1~0 rates iR, each of this cities ' sm#iu! .

^
ft

Pursuant to COMwission jurisdiction under tltx.Rerr. C'[v.Stat.ArA. i^144k. 547(d)
and to P.U.E. PADC. R. 052.01.00.052, a pt+ehasring confeiverro+oe will be held on Fridiw.
November 5, i9a, at 9:00 a.e. at the CaMMdssivn affieft, 7800 S hoat Crook Blvd.. Zstiny
Tax". The scaape of the conference salt Include eOnsidirstlon of the app3igM;es
motion for interim rates, determination of a'discovery And hearing sdjjftts, and cmi_

dsrstion of any other matters wAich MW aid in the si,Mpitfication of the, praasdi,ngs and
t.'we disposition of the Matters in +cantraversy.

SIGNED AT AUSTIN, TEXAS, on this the daY of 19M.

PUBLIC UTILITY GdNMISSION OF TEXAS

MILLIF HOLDER
HEARINGS EXAMINER

yf vk
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