GENERAL COUNSEL’S TENTH SET OF RFIs


PUC DOCKET NO. 19265


SOAH DOCKET NO. 473-98-0839





	In these RFIs, the term “combined company” refers to the post-merger company formed from the present American Electric Power Co. and Central and South West Co., and its respective utility and non-utility operating companies.





	“You” shall refer not only to the sponsoring witness, but also to AEP and CSW as Applicants in this docket, along with its respective agents, employees, and counsel.








99.	List the employment position that all witnesses employed by CSW will occupy with the combined company.





100.	Regarding Mr. Shockley’s statement at page 8, lines 10-11, what is the relevance for regulatory purposes of whether the merger will enable the combined company to become an effective competitor in the market?  Why, if so, is enabling a company to become an effective competitor an appropriate regulatory consideration?





101.	How will the merger benefit CSW Texas customers if the Legislature passes a restructuring bill allowing full retail competition beginning some point within the 10 year merger savings period?





102.	Regarding Mr. Shockley’s statement at page 8, lines 11-13, what criteria were used to conclude that CSW provides high quality electric service to customers at the lowest reasonable cost?





103.	Regarding Mr. Shockley’s statement at page 8, lines 15-17, how will the combined company’s retail customers benefit from expanded capability for off-system sales and purchases?  





104.	Provide specific estimates and projections of the increased off-system sales and purchases that will result from the 50/50 sharing mechanism.  Outline all assumptions made as part of these estimates.  Provide estimates for years 1998-2008.  





105.	Provide all specific legislative and regulatory proposals for industry restructuring, including the retail access to a competitive generation market, that AEP has advocated in any jurisdiction in which it operates, as well as the U.S. Congress.





106.	Will the combined company support the Texas Legislature’s passage of restructuring legislation in the 76th Legislature?  If so, what terms and conditions to restructuring will the combined company consider essential before it can support any restructuring legislation  





107.	Regarding Mr. Shockley’s statement at page 9, lines 12-13, how will the merger result in a significant step forward in the transmission to competition?  If your answer is anything similar to “refer to page 9, lines 13-18,” please list the “other things” not identified in that text that are included in the “among other things” reference on line 13.





108.	Section 8.1 (d) of the merger agreement requires that no Final Order shall impose terms or conditions or qualifications that, individually or in the aggregate, could reasonably be expected to have a Material Adverse Effect on the Combined Companies.





(a)	Which person or entity determines whether any regulatory authority’s Final Order could reasonably be expected to have a Material Adverse Effect?





(b)	Other than Section 11 of the Securities Act, what criteria will determine whether any Final Order could reasonably be expected to have a Material Adverse Effect?





(c)	Are any operating performance standards that could result in penalties and/or prospective reductions to return on equity or recoverable fuel expense, such as reliability standards, a per se change or effect that is material and adverse to the business, condition, or results of operations or prospects of the company?  





109.	Regarding Section 8.1 (g) of the merger agreement, imposing a condition that no divestiture event occurs and remains in effect, what amount of the combined company’s generating assets constitutes a “substantial portion”?  Would the combined company’s voluntary decision to divest a substantial portion of generating assets and/or transmission assets violate this section of the merger agreement?





110.	Would a finding by the Texas PUC that the merger is not in the public interest constitute an order having “the effect of making the Merger illegal or otherwise prohibiting consummation of the merger” under Section 8.1 (c) of the merger agreement?





111.	Provide a copy of the “collaborative regulatory plan” referenced in the merger agreement, section 7.4 (b).





112.	Regarding section 7.15 of the merger agreement, describe what constitutes a “significant presence” of headquarters functions to remain in each state the combined company will serve.  Which headquarters functions will remain located in CSW’s Dallas headquarters offices, or will be transferred there after the merger closes?  





113.	Other than the termination fee, would a termination require payment of any other damages, whether liquidated or not?  If other damages are not required under the agreement, does payment of the termination fee preclude suit for other damages?





114.	Do the merger costs to be deducted from the merger savings include all change in control payments and expenses related to the ongoing indemnity of CSW directors and officers (required in section 7.11 of the merger agreement)?  





115.	How does the combined company propose to alter the regulatory plan, if at all, in the event the Legislature mandates retail access to competitive generation supplies before the end of the 10 year period of merger savings?  





116.	Concerning the response to General Counsel RFI 21, why did AEP and CSW not develop or utilize any criteria for determining a fair allocation of non-fuel merger savings?  Explain in detail why applicants recommend a 52/48 split to this Commission and other state regulatory agencies as an appropriate allocation, as opposed to some other possible split.





117.	Referring to the Joint Proxy Statement produced in response to General Counsel RFI 51, page 35, identify the “regulatory risks” CSW’s strategic vision wants to decrease.





118.	Produce all minutes of the CSW Committee referenced in the Joint Proxy Statement produced in response to General Counsel RFI 51.  





119.	List all reasons the share exchange ratio was increased from .58 in the initial merger discussions to .60.





120.	What is the procedural status of the two Delaware lawsuits referenced in the Joint Proxy Statement produced in response to General Counsel RFI 51, page 104.  If a final judgment has been rendered, please produce a copy.





121.	Referring to the Joint Proxy Statement produced in response to General Counsel RFI 51, page 42, please describe the “related services market” in which the combined company intends to become the nation’s preeminent diversified utility company.  What services will the combined company offer as part of this market?  Will the combined company use regulated utility company assets, personnel, information or other capital or financial resources to provide these services?  





122.	Referring to the Joint Proxy Statement produced in response to General Counsel RFI 51, page 42:





(a)	does the combined company contemplate base rate cuts or implementation of competitive rate schedules to better meet the demands of large commercial and industrial customers for reliable, low-cost power?  





(b)	Do AEP and CSW not believe providing reliable, low-cost power to other retail rate classes an equally important corporate goal?





(c)	Does the $2 billion net non-fuel savings estimate take account of the combined company’s goal of providing lower cost power to industrial, large commercial, and wholesale customers?  How does it do so?





(d)	Quantify the “improved position in the credit markets” that the combined company will achieve.  Will the combined company’s improved credit position result in a lower cost of capital?








123.	Referring to the Joint Proxy Statement produced in response to General Counsel RFI 51, page 43:





(a)	How exactly will the combined company “expand relationships with existing customers”?





(b)	What is meant by the phrase “combined distribution channels”?





124.	Would failure to close the merger by March 31, 1999 due to the pendency of regulatory proceedings impact the cost savings described in your testimony and workpapers?  If so, do you reserve the right to revise guaranteed merger savings to reflect this impact?





125.	Referring to AEP’s 1997 10-K, produced as attachment 3 to your response to General Counsel RFI 51, page 11, will the July 1996 FERC order concerning AEPPM’s relationships with AEP operating companies also apply to CSW Texas jurisdictional operating companies.  Please produce a copy of the order.





126.	Referring to AEP’s 1997 10-K, produced as attachment 3 to your response to General Counsel RFI 51, page 3, how will repeal of PUHCA be beneficial to the AEP system and its retail customers?





127.	Referring to AEP’s 1997 10-K, produced as attachment 3 to your response to General Counsel RFI 51, page 7, describe all jurisdictional disputes with state utility commissions regarding the interstate operations of an integrated electric system in which AEP has participated.





128.	Please produce all documents and other information AEP and CSW provided to credit rating agencies in 1996, 1997 and/or 1998 not produced in your response to Commercial Customer RFI -13 or OPC RFIs 2-36 and 2-37.





129.	Referring to AEP’s 1997 10-K, produced as attachment 3 to your response to General Counsel RFI 51, page 10, if AEP supports ISOs, why has it not joined one?  Specifically, why did AEP not join in the Midwest ISO filing with the FERC?





130.	Referring to AEP’s 1997 10-K, produced as attachment 3 to your response to General Counsel RFI 51, page 18, explain all reasons why AEP’s average unit cost of coal has declined for the last 5 years.





131.	Is the Cook nuclear plant subject to any economic incentive performance standards imposed by any state regulatory agency?  If so, please explain the standards in full, and produce a copy of the regulatory order establishing the standards.





132.	Are you willing to unconditionally make the commitments referenced on page 7 of the supplemental preliminary order.  If not, please state fully for each referenced commitment why you will not unconditionally make such commitment.





133.	If legislation creates retail access to the competitive generation market before the end of the 10 year regulatory plan, how will the regulatory plan change?  Specifically, will the customer portion of merger savings continue to be directed to reducing regulatory assets and/or depreciation on distribution plant?  If so, how will customers benefit from the regulatory plan?





134.	Provide the estimated cost of tracking actual merger savings over the 10 year period.





135.	Confirm that the proposed “rate freeze” precludes rate decrease cases, i.e. that a filing by any party to reduce the rates of WTU, SWEPCO, or CP&L would constitute a force majeure event authorizing the combined company to request a rate increase.





136.	Referring to Mr. Munczinski’s testimony, page 7, describe in detail how the regulatory plan would function under a retail competition model.  





137.	If any CSW Texas jurisdictional operating company sought a base rate increase after January 1, 2002, would changed rates affect the merger savings plan?  Would the guaranteed non-fuel merger savings amounts remain the same if base rates were increased?





138.	How did you derive the materiality thresholds on governmentally required expenditures for the rate freeze force majeure provisions?  





139.	If governmentally mandated costs or other cost changes outside the combined company’s control exceed the materiality threshold for only one operating company, can the other operating companies request a rate increase?





140.	Referring to Mr. Munczinski’s testimony, page 9, if this Commission mandates unbundling of utility functions, will that action constitute an event permitting the combined company to seek a rate increase beyond any rate changes strictly necessary to implement the required unbundling?





141.	Explain the principle for determining “appropriate or desirable” rate changes necessary to implement restructuring and unbundling.  Provide examples.





142.	Would the rate freeze be compatible with a request to increase rates for one or more rate classes, as long as the rate change applies to fewer than all rate classes?





143.	Concerning tariff, riders, terms and conditions that may be modified during the rate freeze period, can the combined company file tariffs, riders and so forth that increase base rate revenues from one or several customer classes if aggregate base rate revenues for major rate classes will not increase?  Which rate classes comprise the “major rate classes”?





144.	Referring to Mr. Munczinski’s testimony, page 10, provide examples of tariffs, riders, terms and conditions to address competitive conditions or secure additional load.  





145.	Referring to Mr. Munczinski’s testimony, page 11, have you analyzed whether access to AEP’s capital financing resources will impact the need to seek base rate increases to cover costs associated with recent capacity solicitations?  If so, describe the analysis and conclusions.





146.	Referring to Mr. Munczinski’s testimony, page 11, what circumstances have changed since the Commission rendered its order in Docket No. 13369 warranting the 50/50 split in off-system sales margins?





147.	How will the combined company committing additional resources to making off-system sales benefit captive retail customers?





148.	How will the proposed 50/50 split of off-system sales margins allow the combined company to obtain additional resources at lower cost than possible under the current integrated resource planning process?





149.	Will the 50/50 split of off-system sales margins apply on an individual operating company basis or a Texas jurisdictional basis?  That is, if total Texas off-system sales exceed the total three-year average reflected in Exhibit REM-4, will all three operating companies share in the excess, or must an individual operating company exceed its three-year average before it realizes 50% of those sales margins?





150.	What reasoning justifies netting all merger costs from the shared merger savings amounts?  Why should shareholders not bear most of these costs?





151.	If retail rates cannot change for 5 years, how does the dedication of the customer portion of non-fuel merger savings to reducing regulatory assets benefit retail customers in the first 5 years of the merger?





152.	By what legal authority can the Commission approve the shareholders’ portion of merger savings as a prudent cost of service before the combined company has incurred the “cost”?





153.	Is it AEP’s and CSW’s position that the Commission cannot review the prudence of merger costs in this proceeding or any subsequent rate proceeding?  If so, please provide all reasons supporting that view.





154.	Referring to Mr. Munczinski’s testimony, page 20, please explain the phrase “provide sufficient economic value.”  To whom must the merger provide sufficient economic value.  What criteria were used to determine that the merger and proposed regulatory plan provide sufficient economic value?





155.	Referring to Mr. Munczinski’s testimony, page 21, what elements of the merger and regulatory plan ensure that no shifting of potentially stranded costs occur between companies or jurisdictions?





156.	After the merger closes, will CSW affiliates providing the same or similar services and products as AEP affiliates, such as CSW Power and CSW Communications, also be dissolved or otherwise integrated into their corresponding AEP affiliate?





157.	Please produce the Fortune article dated February 16, 1998 referred to in Mr. Roberson’s testimony, page 9.  Also produce the underlying study, if available.  Explain the methodology used to reach the conclusions described in Mr. Roberson’s testimony.





158.	Referring to Mr. Roberson’s testimony, page 11, does the agreement to honor past “commitments” extend to the performance standards applicable to the South Texas Nuclear Plant in Docket No. 14965?





159.	To the extent not previously produced in response to other discovery requests, please produce all workpapers, calculations and other documents supporting Exhibit MDR-1.





160.	Why does MDR-1 utilize a 50/50 split of merger savings, rather than the 52/48 split requested in the application?  Please resubmit using the 52/48 split, if necessary.  





161.	Describe the allocation factors used to allocate savings and costs for SWEPCO between the three jurisdictions.





162.	Why is the cost of obtaining shareholder approval of the merger fairly borne by retail customers?





163.	Please quantify all expenses related to legal representation and advice provided to individual CSW Board members concerning change in control issues.





164.	Describe all employee separation packages the combined company will offer.  State whether employment contracts require the combined company to provide such packages.





165.	Referring to Mr. Roberson’s testimony, page 12, please explain:





a.	Describe all systems that must be integrated after the merger closes;





b.	what actions must be taken to combine the separate telecommunications systems;





c.	what actions must be taken to combine the internal and external communications systems;





d.	what employee retraining will be necessary separate and apart from ongoing training programs currently in place; and





e.	whether the director’s and officer’s liability coverage referenced consists in part of coverage for former CSW Board members?  If so, why should retail customers contribute to this expense?





166.	Referring to Mr. Roberson’s testimony, page 15, please describe in detail the “commitment to develop helpful reporting.”  Where and how did AEP and CSW make this commitment?





167.	Describe all ongoing affiliate transactions that would be covered by the affiliate brand and information sharing restrictions applied in the SPS merger case if applied to the combined company.





168.	Does the reference to “economy sales” on page 18 of Mr. Roberson’s testimony refer to all sales between the combined company’s utility operating companies?





169.	What will be the dispatch priority for jointly-owned generating units?





170.	Should Texas retail customers bear any cost responsibility for additional operating costs caused by the merger’s adverse effect, if any, on an operating company’s credit rating?





171.	Do AEP and CSW oppose the Commission entering a finding similar to the one entered in the SPS merger case, allowing parties to argue in subsequent rate cases that the merger caused an operating company’s cost of capital to increase and that the Commission should disallow recovery of the increase through retail rates?  If so, why?





172.	What factors are likely to cause a decline in CSW’s bond and credit ratings over the next 12 months other than the merger, such that the Commission should not establish a rebuttable presumption that the merger caused any such decline?





173.	If the combined company will not reduce any local CSW field or office personnel due to the merger, why will AEP and CSW not commit to this for a period of time after the merger closes?  





174.	Identify all efficiency gains that could be achieved that would allow reducing the number of CSW field employees during the next 18 months.





175.	Referring to Mr. Roberson’s testimony, page 28, please define “wheeling costs” and “economy energy savings.”





176.	Will any part of the 320 MW energy block being auctioned to satisfy the FERC’s market power analysis be available for delivery inside ERCOT?





177.	Please provide a projection of all wheeling costs and economy energy savings expected to accrue over the life of the proposed regulatory plan.





178.	Will the 320 MW sale apply toward the off-system sales amounts and the 50/50 sharing proposal?  That is, if any part of the 320 MW sale exceeds the historical average threshold above which the 50/50 sharing mechanism applies, will the combined company realize 50% of the margins from the 320 MW sale?





179.	In the event the current fuel rule prohibits the 50/50 off-system sales margin, what constitutes the good cause required to provide an exception to the rule?  





180.	Is the shareholder recovery of merger savings subject to any cap?  That is, if actual merger savings exceed the amounts guaranteed to customers, do the shareholders retain these amounts?





181.	To the extent not previously provided in response to other discovery requests, please provide a total dollar amount of all regulatory assets and loss on reacquired debt for each Texas operating company, both on a company basis and Texas jurisdictional basis.








