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I.  INTRODUCTION� TC "I.  INTRODUCTION" \f C \l "1" �


Q.	PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.


A.	My name is Wayman L. Smith.  I am Manager of Request for Proposals at Central and South West Services, Inc. (CSWS), Two West Second Street, Tulsa, Oklahoma 74103.


Q.	ARE YOU THE SAME WAYMAN L. SMITH WHO HAS PREVIOUSLY FILED DIRECT TESTIMONY IN THIS PHASE?


A.	Yes, I am.


Q.	DO YOU SPONSOR ANY EXHIBITS IN CONNECTION WITH YOUR TESTIMONY IN THIS  FILING?


A.	Yes, I do.  I sponsor EXHIBITS WLS-1R/IP and WLS-2R/IP.


Q.	WAS THIS TESTIMONY AND THE EXHIBITS ATTACHED THERETO PREPARED BY YOU OR UNDER YOUR DIRECT CONTROL AND SUPERVISION?


A.	Yes, it was.


Q.	IS THE INFORMATION CONTAINED THEREIN TRUE AND CORRECT TO THE BEST OF YOUR KNOWLEDGE AND BELIEF?


A.	Yes, it is.





II.  Purpose of REBUTTAL Testimony� TC "II.  Purpose of REBUTTAL Testimony" \f C \l "1" �


Q.	WHAT IS THE PURPOSE OF YOUR REBUTTAL TESTIMONY?


A.	The purpose of my testimony is to rebut positions taken in the direct testimonies of:  Mr. Clarence Johnson for the Office of Public Utility Counsel (OPUC); Mr. Jeffry Pollock for the Texas Industrial Energy Consumers (TIEC); and Mr. Richard Greffe and Mr. Gordon Alexander for the General Counsel.  In addition, I will rebut positions taken in the cross-rebuttal testimonies of Mr. Johnson and Mr. Pollock.  In my rebuttal testimony, I will discuss the appropriateness of the Applicants’ proposed Interruptible Load Request for Proposals (RFP) and, in that context, address the following issues raised by the parties referenced above:


the requirement that existing interruptible customers sign a contract to become firm service customers in order to submit a proposal in response to the Interruptible Load RFP;


the feasibility of allowing Central Power and Light Company’s (CPL) existing interruptible customers to submit proposals in response to a West Texas Utilities Company (WTU) all-source solicitation;


the reasonableness of requiring CPL, at the time of short-term supply-side resource acquisition, to seek interruptible credit proposals from its current interruptible customers who have agreed to take firm service; and


how the Applicants’ proposed Interruptible Load RFP accounts for the benefits of interruptible service.


		In my rebuttal, I will also briefly discuss the reasonableness of reliance upon short-term resource acquisitions to meet unexpected changes in load requirements, an issue discussed by Mr. Pollock.





III.  FIRM SERVICE REQUIREMENT FOR �EXISTING INTERRUPTIBLE CUSTOMERS� TC "III.  FIRM SERVICE REQUIREMENT FOR EXISTING INTERRUPTIBLE CUSTOMERS" \f C \l "1" �


Q.	MR. GREFFE FOR GENERAL COUNSEL RECOMMENDS ON PAGE 19 OF HIS DIRECT TESTIMONY THAT “THE REQUIREMENT THAT EXISTING INTERRUPTIBLE CUSTOMERS MUST SIGN A FIRM SERVICE CONTRACT IN ORDER TO SUBMIT A BID IN THE INTERRUPTIBLE SOLICITATION BE REMOVED.”  ON PAGE 19 OF HIS CROSS-REBUTTAL TESTIMONY, MR. JOHNSON SUPPORTS THIS RECOMMENDATION WHEN PAIRED WITH DEVELOPMENT OF NEW CREDIT LEVELS FOR WTU INTERRUPTIBLE CUSTOMERS.  WHAT REASONS DOES MR. GREFFE STATE FOR THIS POSITION?


A.	Mr. Greffe provides the following two reasons why he believes this requirement should be removed:


the requirement would discourage existing interruptible customers from submitting bids and would effectively nullify the Commission’s requirement that existing interruptible customers be allowed to bid; and


the requirement would result in an existing interruptible customer who submits a bid spontaneously creating new demand on the Applicants’ system.


Q.	DO YOU AGREE WITH THE REASONS MR. GREFFE PROVIDES FOR REMOVING THIS REQUIREMENT?


A.	No, I do not.  While I do agree that this requirement may discourage existing interruptible customers from submitting proposals in response to the Interruptible Load RFP, I do not agree that this requirement would “effectively nullify the Commission’s requirement that existing interruptible customers be allowed to bid,” as suggested by Mr. Greffe.  I also disagree that this requirement would result in an interruptible customer who submits a bid spontaneously creating new demand on the Applicants’ systems.


Q.	PLEASE EXPLAIN WHY YOU DISAGREE.


A.	In order to explain why I disagree with Mr. Greffe’s reasoning, it is important that I provide a brief discussion of how the study results prepared by Mr. Gary Goble impact CPL’s resource need and proposed solicitation amounts.


		The purpose of the study conducted by Mr. Goble was to predict the actions likely to be taken by CPL’s existing interruptible customers once the CPL interruptible rates are eliminated.  The results of the study were used to adjust CPL’s load forecast and corresponding system resource need.  As stated in my direct testimony, the results of the study indicate that the elimination of CPL’s interruptible rates will result in a decrease in CPL’s load forecast and system resource need.  As a result, the Applicants requested a modification to CPL’s load forecast and approved resource need to reflect this change.


Q.	WHAT ACTION WOULD THE APPLICANTS HAVE TAKEN IF THE STUDY CONDUCTED BY MR. GOBLE HAD PRODUCED RESULTS WHICH INDICATED AN INCREASE IN CPL’S LOAD FORECAST?


A.	The Applicants would have requested an increase in CPL’s load forecast and, if a system resource need in excess of the area-specific resource need had resulted, would have requested the authority to issue a CPL system-wide resource solicitation.


Q.	WHAT IS THE SIGNIFICANCE OF THIS DISCUSSION TO THE REASONS YOU DISAGREE WITH MR. GREFFE?


A.	It is those interruptible customers whom the Applicants have predicted will convert to firm service that are the most likely candidates for participation in the Interruptible Load RFP.  Because the Applicants have relied on Mr. Goble’s study results and included the impact of those interruptible customers converting to firm service in CPL’s revised load forecast and determination of resource need, those customers are the only customers who can effectively contribute to meeting the revised identified resource need.  If a customer is currently interruptible, and firm service is not an acceptable option, that customer cannot provide capacity deferral value because the acquisition of the interruptible load will not contribute towards meeting the revised identified resource need.


		Thus, additional demand on the CPL system is not “spontaneously created” by virtue of the firm service eligibility requirement in the Interruptible Load RFP but, in fact, occurs because of the actions of CPL’s existing interruptible customers in response to the elimination of interruptible rates.  The same result would occur whether or not the Applicants issued an Interruptible Load RFP.


		In addition, existing interruptible customers are not excluded from participation in the Interruptible Load RFP by virtue of the firm service eligibility requirement, as suggested by Mr. Greffe.  In fact, the Applicants would expect a portion of the existing interruptible customers’ load to convert to firm service and participate in a solicitation, and have reflected this expectation in CPL’s load forecast  and determination of resource need.


Q.	IN THE PREVIOUS DISCUSSION, YOU DISCUSSED THE FIRM SERVICE ELIGIBILITY REQUIREMENT FOR CPL. IS THIS REQUIREMENT ALSO NECESSARY AT WTU AND SWEPCO WHERE THE INTERRUPTIBLE RATES HAVE NOT BEEN ELIMINATED?


A.	Yes.  As I discussed previously, interruptible load cannot provide capacity deferral value unless the Applicants were planning to purchase capacity to meet their load requirement.  This applies not only to CPL, but to WTU and SWEPCO as well.


		In addition, eliminating the firm service eligibility requirement would ensure that WTU and SWEPCO would be in a no-win situation since the existing interruptible customers would submit proposals with a higher “credit level” than they currently receive under the WTU and SWEPCO interruptible rates.  If the proposals were unsuccessful, these customers would simply remain under the existing interruptible rates.  On the other hand, if the proposals of the existing interruptible customers were successful, these customers would accept the higher credit and WTU and SWEPCO would continue to receive the same capacity deferral benefit as they received prior to the issuance of the solicitation but receive less revenue which could be used to offset revenues received from other customers.  This scenario is supported by Mr. Johnson in his rebuttal testimony where he states on page 19 that “Bidding is a no-lose situation for those customers (WTU existing interruptible customers), since they revert to the existing tariff credit if their bid is unsuccessful.”


		Thus, if the firm service eligibility requirement is eliminated, proposals submitted by existing interruptible customers could result in a loss of revenue for WTU and SWEPCO without contribution toward meeting the identified resource need for which the solicitation was originally issued.  This is clearly not the intent of a competitive solicitation issued for the purpose of acquiring resources to meet an identified resource need.


Q.	DO YOU HAVE ANY ADDITIONAL THOUGHTS REGARDING THIS ELIGIBILITY REQUIREMENT?


A.	Yes, I do.  On page 19 of his direct testimony, Mr. Greffe argues that “the Applicants logic is one-sided” and continues by stating the following:


If an existing customer’s bid is accepted, then the customer was interruptible and still is interruptible.  There may be a difference in the price and conditions of interruptibility, but it should not have a significant impact on load requirements.  If an existing customer’s bid is rejected, the customer was interruptible and still can be interruptible without any impact on the Applicants’ load or resource need.


		I will examine the Applicants’ logic through a simple example in which the scenario suggested by Mr. Greffe is implemented.  Assume CPL were to have a 300 MW resource need (which was calculated omitting interruptible load as is the practice at the CSW and other ERCOT companies) and issued an all-source solicitation for the acquisition of resources to meet that identified resource need.  Assume further that the Applicants received proposals from existing interruptible customers in an amount totaling 100MW and that these proposals were selected as part of the award group.  In this instance, one would assume that an additional 200MW of resources would be required to meet the balance of the 300MW resource need for which the solicitation was originally issued (100MW of interruptible + 200MW of other resources = 300MW total resource need).  However, as suggested by Mr. Greffe, “...the customer was interruptible and still is interruptible” and the acquisition of the interruptible resource would not “have a significant impact on load requirements.”  In fact, the acquisition of the interruptible resource would not have any impact on meeting the load requirements associated with the identified resource need.  To meet the firm resource need, the Applicants would still need to purchase 300MW of resources in addition to the acquisition of the 100MW of interruptible load.  In this example, a total of 400MW of resources would be acquired to meet a 300MW firm resource need.


		As the preceding example illustrates, there can be no capacity deferral value for existing interruptible load unless the Applicants are planning to purchase capacity to meet the load requirement associated with the interruptible customer.  Consequently, in order to acquire resources which contribute toward meeting an identified resource need for which a solicitation is issued, the Applicants maintain that the Interruptible Load RFP should include a firm service eligibility requirement.  This conclusion is clearly supported by Mr. Pollock’s direct testimony in this phase where he states that  “Interruptible power can also provide capacity deferral benefits to the utility but only to the extent that interruptible loads would otherwise purchase firm service in the absence of cost-effective interruptible rates.” (Pollock direct testimony, page 15)  On page 41 of his direct testimony, Mr. Pollock again supports this conclusion by stating that “Including interruptible service in a resource solicitation process is only appropriate when the potential interruptible customer would otherwise purchase firm power from the utility.”


Q.	PLEASE SUMMARIZE YOUR THOUGHTS ON THIS ISSUE.


A.	For the following reasons, the Commission should not adopt Mr. Greffe’s recommendation to eliminate the Applicants’ requirement that existing interruptible customers execute firm service contracts prior to submitting a proposal in response to the Interruptible Load RFP:


the Applicants have reflected the results of Mr. Goble’s study and included the impact of those existing interruptible customers who would convert to firm service in the determination of CPL’s revised resource need.  As a result, demand is not “spontaneously created” but is a result of the action taken by existing interruptible customers in response to the elimination of the interruptible rates;


the firm service eligibility requirement does not “nullify” the Commission’s requirement that existing interruptible customers be eligible to bid.  In fact, the Applicants expect that some of the existing interruptible customers would convert to firm service and participate in a solicitation, and have reflected this expectation in CPL’s load forecast and determination of resource need;


interruptible service cannot provide a contribution toward meeting an identified resource need unless the Applicants were planning to purchase capacity to meet a load requirement which included the interruptible load as firm load; and


if the firm service requirement were eliminated, proposals submitted by existing interruptible customers would represent a no-win situation for WTU and SWEPCO.  This would undermine the intent of a solicitation because these proposals could result in a loss of revenue for WTU and SWEPCO without contributing toward the identified resource need for which the solicitation was originally issued.





IV.  CPL INTERRUPTIBLE LOAD AS A WTU RESOURCE� TC "IV.  CPL INTERRUPTIBLE LOAD AS A WTU RESOURCE" \f C \l "1" �


Q.	WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY?


A.	General Counsel, OPUC and TIEC have suggested and/or recommended that CPL interruptible customers be allowed to submit proposals in response to a WTU all�source solicitation.  The purpose of this section of my testimony is to address this issue.


Q.	DO YOU AGREE THAT CPL INTERRUPTIBLE CUSTOMERS SHOULD BE ALLOWED TO SUBMIT PROPOSALS IN RESPONSE TO A WTU SOLICITATION AND IF NOT, WHY NOT?


A.	No, I do not agree.  While CPL and WTU operate as a single control area, under PUCT Rule 23.34, CPL and WTU are independently responsible for planning resources to meet their respective load and reserve requirements.  This statement is supported by the Applicants’ response to TIEC’s Second Request for Information (RFI), Question 2-1(a) which is attached as EXHIBIT WLS-1R/IP. 


		While interrupting a CPL customer for the purpose of maintaining reliability elsewhere in the ERCOT system may be appropriate on an operational basis, it is not an appropriate way to plan firm resources for meeting peak load and reserve requirements for reasons discussed later.


Q.	YOU MENTIONED A “CONTROL AREA”.  PLEASE DEFINE AND EXPLAIN A CONTROL AREA.


A.	Let me first indicate that the control area concept is used in the context of system operations (i.e. running the plants that are used to meet current load requirements).  The concept of a control area is not used in the context of planning the acquisition of additional resources to meet future needs.  In the appropriate context, a control area is a portion of the interconnected electric system in which a balance is maintained between the generation and the load, adjusted for interchange with other control areas, through continuous monitoring and regulation.  This balancing is accomplished by adjusting the output of the generating units within the control area, or the interchange with other control areas, in the most economic manner while maintaining system frequency and the reliability and safety of the transmission system.


Q.	YOU STATED THAT CPL AND WTU ARE INDEPENDENTLY RESPONSIBLE FOR PLANNING RESOURCES TO MEET LOAD AND RESERVE REQUIREMENTS.  WHY DOES THIS IMPEDE THE ABILITY OF A CPL INTERRUPTIBLE CUSTOMER TO PROVIDE CAPACITY DEFERRAL VALUE TO WTU?


A.	On page 24 of his direct testimony, Mr. Johnson states that “Under such an arrangement, CPL would interrupt its customers at WTU’s request, and transfer the available power to WTU.”  From a practical standpoint, this arrangement would require CPL to acquire resources, or use existing resources if available, to meet the load requirement associated with the interruptible customer switching to firm service.  In turn, CPL would “transfer” this capacity to WTU through some mechanism similar to a wholesale sale.  This concept would appear to be counter to the Commission’s recent comments regarding the acquisition of new resources for the purpose of making new wholesale sales.


		The implementation of this concept would also create several potential inequities.  As I understand the concept, the CPL interruptible customer would still be interruptible, but at WTU’s request.  The interruptible customer would pay CPL for firm service in exchange for a “credit” from WTU.  The price paid to the interruptible customer by WTU would be the bid price submitted by the interruptible customer in response to the WTU solicitation.  CPL would receive additional revenue associated with the conversion of the interruptible customer to firm service, but would also incur additional costs associated with the acquisition of resources, or utilization of existing resources, to meet the new firm load requirement. In order for CPL customers to be held harmless, the additional revenue would necessarily be required to match or exceed the additional costs.  In the likely event that these revenues and costs did not match, who would bear the financial risk?


		This “matching” problem would be further complicated when WTU actually called upon the customer for interruption.  Under these conditions, CPL would forego the revenue associated with energy sales to the firm service customer for the duration of the interruption.  How would CPL be compensated for this loss of revenue?


		This arrangement would also create a complex and unusual relationship between the interruptible customer, CPL as their firm service provider and WTU.  In short, while this concept may appear simple on the surface, it is actually quite complicated and would be extremely difficult to administer in such a way that CPL customers would be held harmless.  This problem was recognized by Mr. Johnson in his direct testimony.  On page 24, Mr. Johnson states the following:


These particular proposals submitted by customers may require certain constraints (such as the energy value which may be bid by the CPL customer) in order to avoid harming other CPL customers.  If this recommendation is adopted, CSW should be required to prepare a plan for allowing such bids, after obtaining input from interested parties.


		Given the level of complexity associated with the implementation of this concept, it is likely that the WTU solicitation would need to be issued before the plan development referenced by Mr. Johnson could be completed, if the plan could be completed at all.


Q.	CAN WTU DIRECTLY RECEIVE A CAPACITY BENEFIT RESULTING FROM A CPL INTERRUPTIBLE CUSTOMER BIDDING INTERRUPTIBILITY IN RESPONSE TO A WTU SOLICITATION?


A.	No.  The capacity benefit associated with interruptible load can only be realized by the entity which is planning resources to meet the load requirement associated with the customer.  As I mentioned previously, planning is done on the basis of individual load entities, not control areas.  Therefore, only CPL can realize the capacity benefit associated with a CPL customer switching from firm service to interruptible service.  Mr. Pollock supports this conclusion in his direct testimony.  On page 31 of his direct testimony, Mr. Pollock describes interruptible service as “inherently immobile”.  Mr. Pollock goes on to say that “Unlike other resources bid in a competitive solicitation, interruptibility could not be shipped to another destination or offered to alternative suppliers”.  As I mentioned previously, it is the resources which were acquired to serve CPL’s firm load that are actually used to provide the resource to WTU.


Q.	IS THIS TYPE OF ARRANGEMENT ALLOWED UNDER THE APPLICANTS’ DSM RFP?


A.	No, it is not.  The Applicants’ DSM RFP, upon which the Interruptible Load RFP is based and which was approved by the Commission during the first phase of this proceeding in the Interim Order on the Preliminary Plan, specifically requires that all hosts must be existing firm service customers of the company to whom the proposal is submitted.


Q.	ARE THERE OTHER IMPLICATIONS ASSOCIATED WITH THE PROPOSED ARRANGEMENT WITH WHICH YOU ARE CONCERNED?


A.	Yes, there are.  If this arrangement were ultimately accepted by the Commission, its application should be limited to only CPL’s existing interruptible customers.  An extrapolation of this concept to other utilities or types of DSM resources could create inequities in addition to those I discussed previously.


		For example, the utility serving the DSM host may benefit from transmission and distribution-related savings.  Like capacity deferral benefits associated with interruptible load, these benefits are inherently immobile and could not be “transferred” to another utility.  As a result, the utility serving the DSM host may receive benefits that are paid for by the customers of the utility who contracted for the DSM program.


Q.	PLEASE SUMMARIZE YOUR CONCLUSIONS REGARDING THIS SECTION OF YOUR TESTIMONY.


A.	The Commission should not require the Applicants to allow CPL’s existing interruptible customers to submit proposals in response to a WTU solicitation for the following reasons:


the capacity benefit associated with a CPL firm service customer switching to interruptible service can only be realized by CPL;


�
in order to “transfer” the capacity benefit, CPL would effectively be required to sell capacity to WTU which would be counter to the Commission’s recent comments regarding the acquisition of resources for the purpose of making wholesale sales;


the concept is inconsistent with the requirements of the Applicants’ approved DSM RFP; and


the concept is complicated and would be extremely difficult to implement in a way which would not harm CPL’s existing customers.





V.  INTERRUPTIBLE CREDIT OFFERING AT THE TIME OF�SHORT-TERM SUPPLY�SIDE RESOURCE ACQUISITION� TC "V.  INTERRUPTIBLE CREDIT OFFERING AT THE TIME OF SHORT-TERM SUPPLY-SIDE RESOURCE ACQUISITION" \f C \l "1" �


Q.	WHAT IS YOUR UNDERSTANDING OF MR. JOHNSON’S RECOMMENDATION ON PAGE 23 OF HIS DIRECT TESTIMONY REGARDING THE OFFERING OF CPL INTERRUPTIBLE CREDITS AT THE TIME OF SHORT-TERM SUPPLY-SIDE RESOURCE ACQUISITION?


A.	As I understand it, Mr. Johnson recommends that CPL establish interruptible credits based upon the cost of short-term supply-side resources and offer these credits, or some portion thereof, to existing interruptible customers who have indicated their intent to take firm service.  If existing interruptible customers are willing to accept the credits, CPL would negotiate contracts with the interruptible customers in lieu of accepting other short-term supply-side proposals.


Q.	DO YOU AGREE WITH MR. JOHNSON’S RECOMMENDATION?


A.	No, I do not agree with the process as recommended by Mr. Johnson.  However, the Applicants do support the concept of soliciting proposals from existing interruptible customers who agree to take firm service at the time of any required short-term resource acquisition.


Q.	WHY DO YOU DISAGREE WITH THE PROCESS PROPOSED BY MR. JOHNSON?


A.	First, the process recommended by Mr. Johnson will result in supply-side proposals being used to set a “benchmark” from which interruptible load proposals will be evaluated.  This will likely discourage potential supply-side bidders from submitting proposals and could, in fact, inflate the cost of these resources.


		Second, the Applicants would be offering to pay a pre-determined price for interruptible load, as opposed to selecting resources through a competitive process.  As a result, the price of the interruptible credits may actually be greater than the price which interruptible customers would have been willing to offer through a competitive process. 


		Third, the process as outlined by Mr. Johnson would require CPL to informally solicit proposals from existing interruptible customers who have indicated their intention of continuing to take firm service.  By inclusion of the phrase “continuing to take firm service”, it is not clear whether Mr. Johnson envisions limiting this to the firm portion of the existing interruptible customer’s load only, or opening the solicitation to the interruptible portion as well after the interruptible customer agrees to take firm service from CPL.


Q.	PLEASE SUMMARIZE YOUR CONCLUSIONS REGARDING THIS SECTION OF YOUR TESTIMONY.


A.	For the reasons discussed above, the Applicants do not agree with the procedure recommended by Mr. Johnson by which CPL would, at the time of short-term resource acquisition, offer interruptible credits to its existing interruptible customers.  The Applicants are not opposed to accepting proposals submitted in response to a competitive solicitation for short-term resources, if such a resource need is determined to exist, from existing interruptible customers who agree to take firm service.  However, the Applicants believe that in order to encourage participation in the solicitation and procure the highest value resources for its customers, all eligible resources should compete on an equal basis.





VI.  IMPACT OF INTERRUPTIBLE LOAD� TC "VI.  IMPACT OF INTERRUPTIBLE LOAD" \f C \l "1" �


Q.	WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY?


A.	The purpose of this section of my testimony is to rebut statements made and conclusions drawn by Mr. Pollock of TIEC regarding whether the Applicants’ proposed Interruptible Load RFP adequately values the benefits of interruptible load. 


Q.	TO WHAT STATEMENTS OF MR. POLLOCK WILL YOU BE RESPONDING?


A.	In discussing whether the Applicants’ proposed Interruptible Load RFP appropriately values the benefits of interruptible load other than capacity deferral value, Mr. Pollock argues that it does not and states that “These other benefits would either not be considered or would be evaluated on ‘non-price’ factors.”  In an attempt to interpret the Applicants’ response to TIEC’s First RFI, Question No. 1-26, Mr. Pollock also states the following:


Thus, benefits other than capacity deferral would be relegated to a proposal’s non-price scoring on “flexibility”, or only 125 points out of a total 1,000 points.  It is unclear at this point whether the Applicants would evaluate or consider at all the benefits provided by interruptible customers from their contribution to recovery of fixed costs.


	(Pollock direct testimony, page 34)





		Mr. Pollock thus concludes that “...the results of a resource solicitation cannot be used to properly establish the market value of interruptible service”.  (Page 34, Pollock direct testimony)


Q.	DO YOU AGREE WITH MR. POLLOCK’S INTERPRETATION OF THE APPLICANTS’ RESPONSE TO THE REFERENCED RFI AND HIS CONCLUSION THAT THE APPLICANTS’ PROPOSED INTERRUPTIBLE LOAD RFP WOULD NOT APPROPRIATELY VALUE THE BENEFITS OF INTERRUPTIBLE LOAD?


A.	No, I do not agree.  In interpreting the Applicants’ response to TIEC’s First RFI, Question No. 1-26, Mr. Pollock chose to focus on one sentence out of a response of over two pages.  Attached as EXHIBIT WLS-2R/IP is a copy of the Applicants’ complete response to TIEC’s First RFI, Question No. 1-26.  In this response, the Applicants clearly indicate that the value of interruptible load in addition to capacity deferral will be considered in the evaluation of proposals submitted in response to the Interruptible Load RFP on not only a non-price basis, but also on a price basis throughout each phase of the evaluation process.  The Applicants state:


�
...the referenced characteristics will also impact a proposal’s initial price score and ranking in the detailed evaluation and integration phases.  In each of these phases, the Applicants will utilize IRP planning software to estimate a proposal’s impact on the planning and operation of the Applicants’ systems.  In general, the capacity deferral value will be estimated by assessing the extent to which interruptible load enables the Applicants to defer the acquisition of market purchases and the operational benefits will be assessed through a simulated “dispatch” of the interruptible load on the Applicants’ systems.


	(Applicants’ Response to TIEC’s First RFI, Question 1-26)





		The Applicants continue the response by explaining how each of the characteristics in question may impact the capacity deferral and/or operational benefit associated with interruptible load proposals.


Q.	PLEASE SUMMARIZE YOUR CONCLUSIONS REGARDING MR. POLLOCK’S CRITICISM OF THE APPLICANTS’ PROPOSED INTERRUPTIBLE LOAD RFP.


A.	As the Applicants’ response to TIEC’s First RFI, Question No. 1-26 clearly indicates, the Applicants’ proposed Interruptible Load RFP is structured to value benefits in addition to capacity deferral in the evaluation of interruptible load proposals.  Mr. Pollock’s conclusion that these other benefits would either not be considered or would only be considered on a non-price basis is simply unfounded and should be rejected.





VII.  AVAILABILITY OF SHORT-TERM POWER SUPPLIES� TC "VII.  AVAILABILITY OF SHORT-TERM POWER SUPPLIES" \f C \l "1" �


Q.	TO WHAT STATEMENTS WILL YOU RESPOND IN THIS SECTION OF YOUR TESTIMONY?


A.	I will respond to statements made by Mr. Pollock regarding the availability of short-term power supplies.  On page 9 of his cross rebuttal testimony, Mr. Pollock states that “Mr. Johnson has provided no evidence whatsoever that short-term power supplies would be available or that the associated costs of these resources would ‘mitigate’ the risks of foregoing a resource solicitation.”  Mr. Pollock also states the following:


...in the unlikely event that all interruptible load were to switch to firm power after the interruptible rates are terminated, the Applicants have shown that CPL would need additional resources.  In the event that new resources could not be brought on-line in time, service reliability would be jeopardized.  


Q.	HOW DO YOU RESPOND?


A.	I do not agree that reliance upon short-term power supplies at the level suggested by Mr. Johnson would jeopardize service reliability.  In fact, reliance upon short-term power supplies to meet unanticipated changes in load requirements is an effective strategy for more closely matching resources to load requirements.  Mr. Pollock’s statement that this strategy would jeopardize service reliability is unfounded.


		Several companies have recently constructed, or announced plans to construct, additional “merchant” generating capacity within ERCOT including Calpine, American National Power, CSW Energy and Occidental Chemical.  The amount of uncommitted generation in these projects alone would be more than sufficient to meet the additional demand referenced by Mr. Pollock.  There is no reason to believe that increased demand for additional generating capacity will not continue to motivate project developers to construct additional “merchant” generating capacity.


		I should also note that in addition to traditional supply-side resources, renewable resources, DSM and/or interruptible service contracts may also be available to meet unanticipated changes in the Applicants’ load requirements on a short-term basis.  For instance, in Mr. Pollock’s example in which all of CPL’s existing interruptible customers switch to firm load, CPL could potentially negotiate short-term interruptible service contracts with those customers who switched to firm service.  These alternatives to traditional supply-side resources should not be ignored as a viable short-term resource.


Q.	PLEASE SUMMARIZE THIS SECTION OF YOUR REBUTTAL TESTIMONY.


A.	Mr. Pollock’s statements indicating that reliance on short-term power supplies would jeopardize service reliability should be rejected for the following reasons:


several companies have recently constructed, or announced plans to construct, additional merchant generating capacity in ERCOT;


there is no reason to believe that, based upon the principle of supply and demand, additional merchant generating capacity will not continue to be constructed; and


in addition to traditional supply-side resources, additional renewable resources, DSM and/or interruptible service contracts may also be procured on a short-term basis.





VIII.  CONCLUSION� TC "VIII.  CONCLUSION" \f C \l "1" �


Q.	DOES THIS CONCLUDE YOUR REBUTTAL TESTIMONY?


A.	Yes, it does.
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