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I. INTRODUCTION, QUALIFICATIONS, AND EXPERIENCE 

PLEASE STATE YOUR NAME, POSITION, AND BUSINESS ADDRESS. 

My name is Gary L. Goble. I am a management consultant with the firm Management 

Applications Consulting, Inc. ("MAC"). MAC's primary offices are located at 1103 

Rocky Drive, Suite 201, Reading, Pennsylvania 19609. My office is located at 11400 

West Parmer Lane, #44, Cedar Park, Texas 78613. 

ON WHOSE BEHALF ARE YOU APPEARING IN THIS PROCEEDING? 

I am appearing and providing testimony on behalf of NXP Semiconductor, Inc. ("NXP") 

and Samsung Austin Semiconductor, Inc. ("Samsung"). NXP and Samsung are among 

Austin Energy's ("AE") largest customers in terms of energy usage and demand and, as 

major employers and businesses in Austin, have a vital interest in the Austin community 

and economy. In this proceeding, I am working with Ms. Marilyn Fox of Fox/Smolen 

and Associates, who is also appearing on behalf ofNXP and Samsung. 

SUMMARIZE YOUR EDUCATION EMPLOYMENT 
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cooperatives, and large electric consumers. I have testified before state and local 

regulatory agencies and boards on numerous occasions. The primary focus of my work 

experience has been in the areas of economic analysis, cost analysis, and pricing. A more 

detailed description of my qualifications and experience is provided in Exhibit GLG-l. 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

My direct testimony addresses matters relating to (a) certain adjustments to AE's base 

rate revenue requirement including AE's proposal to recover certain costs through "flow 

through" adjustments; (b) class cost of service allocations; (c) revenue level changes 

among rate classes; and (d) the disparity between AE's generation costs and the market 

price of power purchases from the Electric Reliability Council of Texas ("ERCOT"). 

WHAT EXHIBITS DO YOU SPONSOR? 

I sponsor Exhibits GLG-l through GLG-5 as set forth in the table of contents and 

attached to this testimony. 

WERE THE EXHIBITS YOU ARE SPONSORING PREPARED BY YOU OR 

are. 
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HOW IS YOUR DIRECT TESTIMONY ORGANIZED? 

My direct testimony consists of six sections. Section I provides my qualifications and 

experience and describes the purpose and organization of my testimony. Section 11 

addresses adjustments to AE's other revenue and transmission expense resulting from 

updating the EReOT Postage Stamp Rate consistent with the 2016 rate. Section II of my 

testimony also addresses the need to correct AE's proposed "Billing Adjustment," which AE 

employed to adjust for differences between booked revenue and the revenue calculated by 

rebilling booked billing determinants. Section III describes the class cost of service study 

sponsored by AE witness Mr. Mark Dombroski, I identifies several recommended 

changes to the allocations contained in AE's class cost of service model, and summarizes 

the revised model results. Section IV of my direct testimony discusses and provides 

recommendations regarding the distribution of the revenue requirement by customer 

class. This section also addresses concerns regarding cost-based rates and customer 

C"""_L1~'lJ V provides my recommendations regarding re-establishing Service Area 

Ll~;llLlH~ as a LUIJlU-'U.lVUu customer to stanaara rates 
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Council for review so that the Austin City Council can have up to date infonnation on 

any difference in pricing. Finally, Section VII provides a summary of my testimony and 

recommendations. 

II. ADJUSTMENTS TO AE'S PROPOSED BASE RATE REVENUE 
REQUIREMENTS 

DESCRIBE THE ADJUSTMENTS TO AE'S REVENUE REQUIREMENT THAT 

YOU PROPOSE. 

I proposed two adjustments to AE's revenue requirement. First, I recommend that AE's 

transmission cost of service be revised to comport with the Order issued by the PUC in 

Docket No. 45382.2 In that Order, the ERCOT Postage Stamp Rate was increased for 

AE's transmission payments and revenues. As a result, AE's revenues for transmission 

provided for others and expenses for transmission provided by others both increased. 

Ms. Fox provides numeric support and additional information regarding this adjustment. 

Second, I recommend that calculation its "Billing Adjustment Factor," set 

on WP 0.1. , accurate rrlpthr,ti 
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common in electric utility billing systems, including adjustments to correct errors in prior 

month billings, adjustments for estimated meter readings, partial month billings due to 

connections and disconnections, and other similar billing adjustments. These factors are 

normal occurrences for most utilities and result in differences like those AE attempts to 

address in WP 0-10.1.1. 

IF BOOK TO BILL ADJUSTMENTS, WHICH AE REFERS TO AS A BILLING 

ADJUSTMENT, ARE NORMAL OCCURRENCES FOR MOST UTILITIES, 

WHY ARE YOU RECOMMENDING THAT AE'S PROPOSED BASE RATE 

REVENUE ADJUSTMENT, DETERMINED BY USE OF THE BILLING 

ADJUSTMENT, BE REJECTED AND REPLACED WITH AN ALTERNATIVE 

CALCULATION? 

AE's method of adjustment is inconsistent with industry practices, not supported by any 

evidence, and unfairly shifts cost increases among customer classes. As shown on WP 

1.1, lustrncm IS every customer 

rate cases, I 
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relationship between booked revenue and rebilled revenue differs among customer 

classes, often by significant amounts. AE could, and should, have made class specific 

adjustments with the information available on WP G-lO.1.1.l. According to AE' s 

response to NXP/Samsung's 6 RFI, number 6-10, AE claims it was unable to calculate 

FY14 base rate revenues by class because such revenues" ... are not easily attributed to 

customer classes, due to accounting system limitations and the imprecision of assigning 

long-term contract customers to the appropriate current rate classes.,,3 It is important to 

note that I could and would have proposed such an adjustment using the information set 

forth on WP G-l 0.1.1.1, if it was not for AE unreasonably hiding the rebilled revenue 

results for all of its 13 customer classes on that workpaper. It is noteworthy that AE hid 

the calculated base rate revenue amounts of all customer classes from intervenors even 

though there are no confidentiality concerns for 8 of these customer classes. This 

prevented me (and all other parties) from making a class-by-class correction to the 

proposed revenue recoveries. 

customers 
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test year and have not been subject to billing pro-rations that result from connects and 

disconnects, and therefore, no adjustment is appropriate for these customer classes. In 

contrast, classes like Residential customers are more subject to pro-rated monthly 

billings, particularly when large student populations connect and disconnect during the 

year, resulting in partial month billings and are, therefore, responsible for the differences 

in revenue that necessitate a billing adjustment. Finally, there are very few large 

customer on AE's system, and the effort to rebill the rates for these few customers should 

not be difficult. 

For these reasons, I recommend that AE's Billing Adjustment eithcr: be 

rejected altogether due to a lack of evidence that the adjustment is accurate by class, AE's 

failure to provide any support for the manner by which the adjustment is calculated, and 

because the adjustment is neither fair nor reasonable to large customers such as NXP and 

Samsung, who experience little billing or, that the entire 

among 
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85% aLF4; and Transmission Voltage> 20 MW 85% aLF. 

These classes contain few customers who rarely need billing adjustments and for whom 

an accurate calculation of the actual Book to Bill adjustment could, and should, have 

been made. The result of the adjustments made in GLG-2 adjustment is to decrease the 

adjusted test year base rate revenues for those classes that are most likely to have 

produced the $2,972,575 revenue under-billing, while increasing the adjusted test year 

base rate revenue for those classes identified above. The impact of this correction of 

AE's unsupported, unfair, and unreasonable billing adjustment is provided on Exhibit 

GLG-2. 

III. CLASS COST OF SERVICE STUDY RECOMMENDATIONS 

GENERALLY DESCRIBE AE'S CLASS COST OF SERVICE STUDY. 

revenue model includes an embedded cost of study 

revenue 
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functions to provide more specificity in cost drivers. AE has sub-functionalized 

production expenses into Coal, Natural Gas, Nuclear, and various categories of renewable 

power supply expenses, and distribution expenses into Primary Substations, 

Transformers, Services, etc., to better reflect the underlying influences upon these costs. 

Classification refers to the categorization of functionalized costs according to the 

primary utility operation for which functionalized dollars are spent i.e., demand, 

energy, and customer costs. Demand costs are those costs that vary as a result of the rate 

at which power is used over a short duration of time (generally 60 minutes or less); 

transmission costs are an example of demand costs. Energy costs are those costs that 

vary depending upon the total quantity of energy supplied over a period of time 

(generally a month or a year); fuel expense is an example of energy costs. Customer 

costs are those costs that vary as the number of customers varies, for example, the cost of 

individual meters. Similar to the process by which functional costs are further grouped 

costs as being U'-"UClUU, energy, or customer 

11 
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which costs are incurred. For example, transmission costs are assigned on the basis of 

summer peak demands because these demands are the cost driver for transmission 

investment and the related transmission expenses. Fuel costs are assigned on the basis of 

energy sales, adjusted for line and transformation losses to the generation voltage. The 

costs of meter investment are assigned on the basis of the number of customers weighted 

by the relative costs of the meters serving the class. 

After all costs have been functionalized, classified, and allocated, the individual 

cost components are totaled to determine the total cost to serve each individual customer 

class. Because the total costs of all classes equals the total electric system revenue 

requirement, this type of cost study is generally referred to as a fully-distributed 

embedded cost of service study. The total cost, or revenue requirement, by class provides 

a basis for determining the fair and reasonable level of revenues that need to be obtained 

from each class of customers. 

fully-distributed embedded cost methodology 

are 
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differences between present and proposed rates as well as the costs of providing service 

by class. 

DO YOU HAVE ANY RECOMMENDATIONS REGARDING AE'S CCOS? 

Yes, I have several recommendations. I recommend that Production-related costs be 

allocated on the basis of the Four Coincident Peak Average and Excess ("4CP/A&E,,)5 

demand methodology, consistent with other summer peaking electric utilities in Texas. 

This method is also consistent with AE and ERCOT planning and operating guidelines as 

well as with the distinctly summer peaking nature of AE's system load. I also 

recommend that primary and secondary substations, poles, and conductors be allocated 

on the basis of summer non-coincident peak ("NCP") demands rather than the sum of 12 

months of NCP demands, as AE has proposed. Finally, I recommend that the revenue 

requirement Service Area Street Lights not be allocated to other classes as set forth on 

Schedulc and not bc included in the Community Benefits pass through 

applicable rate 
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PLEASE EXPLAIN WHY YOU HAVE RECOMMENDED A DIFFERENT 

PRODUCTION COST ALLOCATION METHOD THAN THAT PROPOSED BY 

AE. 

AE has proposed to use the sum of 12 monthly coincident peak ("12CP") demands to 

allocate production-related costs to customer classes. In AE's Tariff Package: 2015 Cost 

of Service Study and Proposal to Change Base Electric Rates ("Tariff Package"), AE 

states on page 2-10 (Bates 022) that 

[i]n the current cost of service assessment, Austin Energy has 
allocated costs to customer classes using different allocation 
methods for different categories of costs. For each of those 
categories, the Costs of Service analysis applies the methodology 
approved by the City Council in 2013, with the exception of thc 
allocator of generation production costs. For these specific costs, 
Austin Energy recommends using the ERCOT Twelve Coincident 
Peak (ERCOT 12CP) methodology. This is an appropriate 
methodology for a regulated entity like Austin Energy that 
operates in a centralized dispatched environment like the ERCOT 
Nodal Market.6 

not it is 

page 
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This appears to be a disingenuous argument. Insofar as AE is concerned with ERCOT 

system peak demands, AE's concern should lie solely within the summer months as that 

is when ERCOT peak demands occur. That is precisely what ERCOT uses for its own 

system peak planning. Because peak demand occurs during the summer months, it does 

not follow that demands during non-summer months are the cost drivers of production 

costs. 

AE's primary support for the use of the 12CP method is provided on pages 5-14 

(Bates 117) and 5-15 (Bates 118) of the Tariff Package. AE states 

[the 4CP I A&E] methodology allocates production expenses to 
customer classes in proportion to class contribution to the system 
peak demand in each of the four summer months. This 
methodology is more applicable to vertically integrated utilities 
which dispatch their own generation resources to serve their own 
load.s 

Again, AE provides no explanation of why the 4CP/A&E methodology, used by the 

unregulated, unbundled, and '-''-'"H1<U'') dispatched ERCOT market is more applicable to 

is 
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the ERCOT nodal market AE has 

"opportunities to use its entire fleet throughout the year, not just during the peak demand 

season." As a result, 

Austin Energy proposes to use the ERCOT 12 Coincident Peak 
(ERCOT 12CP) methodology to functionalize the cost of 
generation because this allocation methodology better aligns the 
relationship between the costs and the benefits that accrue from 
owning and operating its fleet. 9 

AE's support for the 12CP methodology seems to rely upon its statement "that all of 

AE's customers benefit from AE's generation fleet year round." AE has chosen to use a 

12CP allocation for demand-related production plant relying upon the mistaken reasoning 

that benefits of service rather than the costs of service should be the basis upon which 

rates are ba.<;ed. 

DO YOU AGREE WITH AE'S JUSTIFICATION AND USE OF THE 12CP 

PRODUCTION ALLOCATION METHOD? 

I do not 

AE'S THE 
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become less important and are no longer the drivers of production requirements. The 

ERCOT nodal market captures the efficiencies of coordinated production resources over 

a broader geographic area than AE's service territory, but it does not change the 

fundamental nature of production plant nor the importance of summer demands in Texas. 

In contrast, the use of 4CP/A&E is supported by the following: 

• AE's own system planning and demand side management programs continue to 

reflect the importance of AE's demands during the summer; 

• ERCOT's system planning and operation continue to recognize the importance of 

summer peak demands; 

• Just like the broader ERCOT :system, AE's system is a distinctly summer peaking 

system with little likelihood that demands during other months of the year will 

irifluence AE 's capacity requirements; 

• 4CP/A&E methodology, not the 12CP methodology is supported the PUC in 

rate cases; 

• 
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PLEASE EXPLAIN HOW ERCOT'S AND AE'S PLANNING AND OPERATIONS 

SUPPORT THE USE OF A SUMMER PEAK BASED ALLOCATION 

APPROACH SUCH AS THE 4CP/A&E METHOD. 

ERCOT requires that the utilities in Texas maintain an adequate supply of electric 

generation to meet demand and maintain capacity reserves to help support grid reliability. 

As part of its system reliability function, ERCOT undertakes periodic Seasonal 

Assessment of Resource Adequacy ("SARA") to insure that the ERCOT region has 

sufficient "installed capacity to serve forecasted peak demands in the upcoming summer 

season (June - September 2016)" (emphasis added).l0 In addition, ERCOT generation 

reserve margins are expressed in terms of summer demands. For example, an ERCOT 

news release dated December 1,2015, stated 

[t]he updated 10-year Capacity, Demand and Reserves (CDR) 
report released today by the Electric Reliability Council of Texas 
(ERCOT) shows a continuing rise in planning reserve margins in 
coming years, due primarily to the anticipated addition of more 
than 5,000 megawatts (MW) by 
summer 2017 



1 
2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

Austin Energy 2016 Rate Review 
Direct Testimony of Gary L. Goble 

On Behalf ofNXP and Samsung 
May 3,2016 

The revised long-tenn load forecast continues to be based on a new 
forecasting methodology that was implemented in 2014. 12 

Finally, ERCOT's 2015 Annual Report of Demand Response in the ERCOT 

Region addresses Transmission and Distribution Service Provider ("TDSP") load 

management programs. The report notes that "[e]ven though there are some minor 

variations in these programs generally all Load Management Programs require 

participants to be available only during weekdays from June 1 through September 30 and 

between the hours of 1 and 7 p.m.,,13 Thus, while ERCOT focuses upon insuring 

adequate transmission capability during the summer and employs the 4CP approach in 

determining its "Postage Stamp Rate" for transmission, it also considers the four summer 

months of June through September as the months that are most important in tenns of 

adequacy of generation capacity. 

power supply needs are also focused primarily upon customer loads during 

September, not year. 

a'vr~a!,;,-, states 
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The report further notes that "[i]n FY 2014 alone, the energy efficiency programs reduced 

Austin Energy's peak demand by 67 MW."JS The peak demand referenced is the summer 

peak demand. The report lauds AE's energy conservation programs that allow the utility 

to remotely control customers' thermostats, allowing AE to cycle off customers' air-

conditioning load.16 Additionally, AE's "Powersaver" program focuses on control of 

summertime air-conditioning and not winter heating. This is not unexpected since 

"Austin Energy's energy conservation goals reduce the amount of customer demand 

during summer peak periods .... " "[T]the highest average wholesale market prices tend to 

occur during the hot summer months and Austin Energy's demand side management 

programs directly lower demand for electricity during those summer peak hours.,,!7 AE's 

own planning and operations recognize that summer peak demands have a far greater 

impact upon production requirements than do non-summer demands. 

IS THE FACT MANY GENERATION COMPANIES TYPICALLY PERFORVI 

MAINTENANCE DURING NON-PEAKING MONTHS AFFECT YOUR 
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HAVE YOU ANALYZED AE'S MONTHLY SYSTEM PEAK DEMANDS TO 

2 DETERl"lINE WHETHER THE SUMMER PEAKS ARE SIGNIFICANTLY 

3 HIGHER THAN THE SYSTEM PEAKS DURING THE OTHER MONTHS OF 

4 THE YEAR? 

5 A. Yes, I have and the results of my analysis are provided in Exhibit GLG-3. My analysis 

6 demonstrates that AE's peak demands during the summer are significantly different 

7 (higher) than the system peak demands during non-summer months. 

8 Q. PLEASE DESCRIBE THE Acl'>iALYSIS YOU HAVE CONDUCTED. 

9 A. I have employed 11 years of monthly AE system peak demands on pages 1 through 5 of 

10 Exhibit GLG-3 and 10 years of monthly AE system contributions to the ERCOT system 

11 peak demand on pages 6 through lOin this analysis. The results of each study lead to the 

12 same conclusion, AE is a distinctly summer peaking electric system in which there is 

13 virtually no o/a occurring during any month other than June 

14 AE 
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I also analyzed the monthly peak demand data from a statistical perspective. At a 

90 percent confidence level one must reject the hypothesis that the months other than 

June through September are not significantly different than the annual system peak. In 

other words, only the demands during the months of June through September are 

statistically the same as the system peak demand, while system demands during other 

months of the year are statistically different that the annual peak demand at a 90 percent 

confidence leveL 

YOU EARLIER STATED THAT THE NARUC ELECTRIC UTILITY COST 

ALLOCATION MANUAL DOES NOT RECOMMEND THE USE OF THE 12CP 

ALLOCATION METHOD EXCEPT WHEN THE MONTHLY PEAKS LIE 

WITHIN A NARROW RANGE. PLEASE EXPLAIN. 

In its discussion of peak demand allocation methods, the NARUC Electric Utility Cost 

Allocation Manual states 
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be 

IS THE 4CP/A&E DEMAND ALLOCATION METHOD A METHOD THAT HAS 

BEEN ACCEPTED BY THE PUC? 

Yes. The PUC approved the use 4CP/A&E production allocation method in 

Docket No. 43695, Application of Southwestern Public Service Company for Authority to 

Change Rates. Additionally, in Docket 40443, Application Electric 

Power Company A uthority to Change Rates and PUC 

rejected Southwestern Electric Power ~VHH]Ul1 proposal to usc the 12CP 

allocation method, stating "SWEPCO is a summer peaking utility. The 

demands in and fall months are lower and not relevant in determining 

amount needed for SWEPCO to reliable ,,19 PUC 
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183. The Average (A&E) 4CP method for allocating 
capacity-related production costs, reserve 
equalization to the retail classes is a standard 
methodology and the most reasonable methodology.21 

Finally, in PUC Docket No. 40627, AE's recent case before the PUC, PUC Staff 

witness, William Abbott recommended that the Commission adopt the standard 

4CP/A&E allocation methodology.22 Although the case was settled, the fact that the 

PUC Staff recommended the use of the same method I propose for AE is important in 

gaining insight as to the appropriate allocation method recommended by an objective cost 

allocation expert. 

In summary, I have reviewed the decisions regarding the allocation 

production costs and found no instances, recent history, in which the 12CP method was 

accepted to allocate costs to customer and there is at least one instance in which 

the method was outright rejected. 

IS THE 4CP/A&E DEMAND ALLOCATION METHOD A METHOD THAT HAS 

BEEN ACCEPTED BY THE AUSTIN CITY 
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allocation. AE has instead chosen an alternative methodology, to the detriment of 

customers and contrary to PUC polky.23 

The ERCOT nodal market was fully operational well before the date that the 

Austin City Council adopted the A&E 4CP methodology to allocate production demand 

costs among customer rate classes. Consequently, there are no changed circumstances, 

identified by AE or myself, since the date the ordinance was approved that would lead 

AE or the IHE to reject Council's previous approval of the A&E 4CP methodology. 

In light the fact AE continues to argue it must follow "Council's directives" as related 

to other issues, it should follow this dear directive of Council and the PUC with respect 

to cost allocation. proposed use the 12CP allocation methodology is contrary to 

established City Council policy and should be rejected by the IHE. In contrast, 

NXP recommended use the 4CP/A&E cost allocation methodology is 

approved as 

BASED 
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consistent with ERCOT planning and operations, reflects the distinctly summer peaking 

charactcristics of AE's system, is consistent with NARLJC guidelines, has been approved 

by this state's regulatory authority for use for other similarly situated electric utilities, and 

has becn approved for use by the Austin City Council. 

HOW HAS AE ALLOCATED THE COSTS OF SUBSTATIONS, POLES, AND 

CONDUCTORS IN ITS CCOS? 

On Schedule G-6, AE has allocated Primary and Secondary substations, poles, and 

conductors, and the associated indirectly allocated costs, on the basis of 12 non-

coincident peak ("12NCP") demands. AE's support of using non-coincident peak 

("NCP") demands to model the impact of customer loads upon distribution facilities is 

addressed on page 5-11 (Bates 114) of its Tariff Package, which states 

[t]he distribution function is concerned with meeting localized 
demands; therefore, class maximum demands are often used to 
allocate distribution costs, Finally, for individual customers, AE is 
concerned maximum demand that specific customer 

cost fW'U<"rc 
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However, nowhere does AE provide an explanation that supports its use of the 12NCP 

method to allocate distribution substations, poles, and conductors. 

DO YOU AGREE THAT NCP DEMANDS ARE THE CORRECT DEMAND 

MEASURE TO EMPLOY IN THE ALLOCATION OF THIS DISTRIBUTION 

PLANT? 

Yes, I do. Non-coincident peak demands reflect the diversity of individual demands that 

influence the design of the distribution network. However, I do not agree that the sum of 

12 monthly NCP demands is the appropriate allocation method to assign these costs. 

PLEASE EXPLAIN WHY YOU DISAGREE WITH AE USING THE SUM OF 12 

NCP DEMANDS TO ALLOCATE SUBSTATIONS, POLES, AND 

CONDUCTORS. 

are reasons I with use of sum 12NCP demands to 
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In as reflected in distribution planning process, 

summer demand. In its Tariff Package, stated: 

[tJhe [distribution] planning process begins with a review of 
distribution system performance during the previous summer's 
peak load periods. Overhead distribution feeder circuits and 
substation transformers are noted for further study when their 
loading reaches 85 percent of their normal rating under normal (i.e. 
all facilities in service and all loads being served) conditions?6 

recognizes the 

also states that the feeder modeling software used to analyze the distribution system 

uses summer load conditions "[t]o ensure model accuracy, they [AE distribution 

planners] first match and then test the previous summer's system configuration and peak 

load conditions. ,,27 

Because temperatures during the non-summer months are much lower than during 

the hot summer peak months, the impacts of NCP demands is far less during these times 

colder temperatures. Effectivciy, customer demands placed upon this 

summer periods, 
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substations, poles, and conductors cannot be determined using the CCOS model that AE 

originally provided. AE provided a "locked" model that did not allow users to answer 

this question using AE's model; only those allocation factors that AE has chosen to 

include in the model could be used to assign costS?8 Using the monthly NCP class load 

data provided in AE workpaper WP F 6.1, which provides class NCP demands by month, 

to develop a summer NCP allocation factor (i.e., the sum of NCP demands during June 

through September) indicates that too much cost has been allocated to some classes such 

as Primary Service >= 20 m Wand Secondary < 10k W while too little costs has been 

allocated to other classes such as ResidentiaL Using the summer NCP demands from AE 

workpaper WP F-6.l, I have recalculated the correct allocation factors for primary and 

secondary allocations and employed the 4NCP allocation rather than the 12NCP 

UH'Vv"<U-"U factor to the costs of distribution uLHJJUH''-''H,', poles, and conductors. 

A summary of is provided on 2, 64 through 71. 

THE 
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provided in workpaper WP 10.2, and proposed class revenues from adjustment clauses 

is set forth in Schedule G-7. AE has proposed to not increase the rates for any class of 

customers, except for the Transmission service class, as part of its proposed rate decrease. 

The Transmission service class, according to AE, is required by tariff to be set at costs 

of service. AE has stated its "proposed customer revenue requirement was developed 

with an underlying objective that no customer class incur a revenue increase, taking into 

account proposed rate adjustments and forecasted pass through charges.,,29 In 

addition, AE proposes to employ its proposed rate reduction to reduce those rates for the 

vl"'0.".'-' that are currently paying the most terms excess their total costs 

done to correct what it has referred to as 

"significant deviations from cost 30 the residential class. 

AE HAS RECOGNIZED THE NEED TO MOVE CLASS RATES TOWARD 

COSTS OF SERVICE, BUT HAS RECOMMENDED THAT THE MOVEMENT 

BE FI DO YOU 
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in the future, or if AE continue to allow a high degree of subsidization. Until the 

unreasonably large interclass subsidies are eliminated, economic efficiency will suffer, 

price discrimination will continue, and specific customers (including NXP, Samsung, and 

others) will be called upon to continue to support costs of providing electricity to 

others. It is simply unfair and unreasonable to require the continued high subsidization of 

some customer classes by other classes, especially when there is no end in sight or 

commitment to work on bringing classes to cost of "PT'!1I'P It is inappropriate to use 

delivery rates as the means to one class customers for the benefit of 

customers, as proposes. 

WHAT IS THE EFFECT OF THE INTERCLASS SUBSIDIES RESULTING 

FROM AE'S PROPOSED RATES ON CUSTOMER CLASSES THAT ARE 

ASKED TO PAY MUCH MORE THAN THEIR ACTUAL COST OF SERVICE? 

From an AE's revenue a tax 
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Lighting, and Customer-Owned Metered Lighting customers.31 Stated another way, AE's 

proposed rates redistribute the costs of serving Residential, Secondary Voltage < 10 kW, 

Service Area Street Lighting, City-Owned Private Outdoor Lighting, Customer Owned 

Non-Metered Lighting, and Customer-Owned Metered Lighting consumers to other 

consumers in the form a utility tax that the utility, for public relations purposes, refers 

to as a community benefit. Energy pricing is a poor method of taxing citizens. 

In ~=~~~~=""--~=~==, Professor James Bonbright criticizes the use 

of regulation as a means of taxation, which is effectively what AE proposes. Dr. 

Bonbright's authoritative text addresses the concern as follows: 

... regulation is sought as a clumsy vehicle for redistributing mc:orrle 
and serves as an indirect form of taxation to achieve certain economic or 
social objectives. The regulating agency compels firms to provide a 
service that otherwise would not provided, or to provide it at a bclow­
cost subsidy Of course, other prices must be high enough to support 

low-priced, unprofitable In this way, the gO'v'enmn,ent 
regulated 
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of customers in order to redistribute the income from those classes to other customer 

classes. It is no more appropriate to tax those customers who have no say in this income 

redistribution than it is to tax Austin residents for what is effectively a self-serving 

"public relations" policy. It is not appropriate to ignore the rates charged to customer 

classes whose present revenue levels are already lower than their allocated costs of 

service. Such a reduction exacerbates the already unfair cross-subsidization that is 

currently taking place. AE's proposed increases and decreases by class should be denied 

by the IHE, and an immediate movement to cost-based rates should be approved and 

implemented in the current proceeding. 

WHY SHOULD THE CROSS-SUBSIDIES THAT EXIST IN AE'S CURRENT 

RATES BE CORRECTED IN THIS RATE REVIEW INSTEAD OF BEING 

ADDRESSED IN ~FUTURE RATE REVIEWS, AS AE HAS PROPOSED? 

As can 
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impact upon customers. This situation is unlikely to reoccur in future rate reviews. 

Correcting the existing cost of service inequities during a future rate review in which 

AE's overall revenue requirement is being increased will only make the objective of cost 

based rates more difficult to attain and will result in significantly larger increases than 

would otherwise occur. For these reasons, the current rate review is the time to correct 

the existing rate inequities which will likely only get worse over time. 

DOES THE HIGH SUBSIDIZATION OF THE RESIDENTIAL CLASS AFFECT 

ENERGY EF}'ICIENCY IN ANY WAY? 

when customers, especially Residential Customers, are below the cost of service 

they do not have the proper incentives and price signals to conserve energy the same 

manner they would if they were being charged full cost of service. Economic eIIiciency, 

which is the and highest use of resources, occurs when consumers are able to 

costs power 

energy 
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the Austin Energy Resource, 

including an affordability goal. The 

Agenda Late Backup papers associated with this resolution state 

l t]he affordability goal, intended to make the Resource Plan as 
predictable as possible, calls for Austin Energy to operate so as to 
control all-in (base, fuel, riders, etc.) rate increases to residential, 
commercial and industrial customers to 2% or less per year. In 
addition, the goal is to maintain AE's current all-in competitive 
rates in the lower 50 percent of Texas rates overall. 33 

However, AE has not proposed to apply these affordability goals uniformly among 

customer classes, but has instead consistently underpriced Residential service at the 

expense of Commercial and Industrial service. AE's September 24,2015 presentation to 

the City Council, "Austin Energy - Investing in a Clean Future", compares the AE price 

of energy by class to the statewide price of energy. The table below provides the data set 

forth on page 9 of that document. 

2013 Average Texas Electricity Price by Customer Class 
(cents/kWh) 
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2014 Average Texas Electricity Price by Customer Class 
(cents/kWh) 

Residential Commercial Industrial Total 

11.31 10.41 9.96 

11.80 8.12 

111.16% 

2015 Average Texas Electricity Price by Customer Class 
(cents/kWh) 

Residential Commercial Industrial Total 

0.89 9.49 

] 1.84 

91.98% 125.09% 

years 



1 

2 

3 

4 

5 

6 

7 

8 

9 Q. 

10 

11 

12 A. 

13 

14 

15 

Austin Energy 2016 Rate Review 
Direct Testimony of Gary L Goble 

On BehalfofNXP and Samsung 
May 3, 2016 

to proposed total rate of 6.3 cents per kWh.34 This 24% disparity imposes a very 

economIC disadvantage to large, energy intensive consumers such as NXP and 

rates charged to large customer classes, such as Primary 2: 20 MW, 

are disproportionately out of alignment with the Texas market. Such rates are 

unreasonably preferential to Residential customers and unduly discriminatory toward 

Commercial and customers, potentially resulting in some large commercial or 

customers choosing to locate outside territory, thus not 

the of Austin that new business opportunity. 

WHAT ARE YOUR RECOMMENDATIONS REGARDING THE 

DISTRIBt:TION OF AE'S REVENUE REQUIREMENT BY CUSTOMER 

CLASS? 

rates customer ClalSS(~S n,(H!p'fl to cost recovery in 

a rate 
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recommendations combined, all classes, except Service Area Street Lighting and City-

Owned Private Outdoor Lighting, receive decreases to total electric costs. Also as 

indicated on Exhibit GLG-4, page 1 of 3, lines 19 through 26, base rate increases are 

required for each AE's four Lighting classes. It is noteworthy that with my 

recommendations and those of ~1s. Residential base rates will decrease by almost 

$6.7 million and total Residential revenues from all sources will decline by $31.5 million. 

Base rate revenue from Secondary voltage customers decrease by $108 million, 

Primary voltage customers' base rates will decrease by $24.3 million, Transmission 

voltage customers' base rates 

rates will 

in revenues. 

Base Revenue 

Recoverable Fuel 

Green Choice 

Community Benefit 

($6,676,868) 

(24,187,365) 

o 

decrease $1.1 million, and Lighting 

1 below my recommended 

o 

base 

(68,804,595) 

o 
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DOES YOUR PROPOSAL BRING ALL CLASSES TO FULL COST OF 

SERVICE? 

Yes, it does. In my opinion, requiring all class to pay rates that reflect the full cost of 

4 providing service is fair and reasonable, and the present rate review offers a window of 

5 opportunity to correct the unreasonable of interclass subsidies that currently exist. 

6 Failure to move classes to cost based rates in this current rate review will exacerbate the 

7 problem in future rate increase filings resulting in greater rate shock issues at that 

8 time. 

9 V. SERVICE AREA STREET LIGHTING 

10 Q. AE HAS PROPOSED TO RECOVER THE COSTS OF SERVICE AREA STREET 

11 LIGHTING ("SASL") THROUGH THE COMMUNITY BENEFIT CHARGE 

12 RATHER THAN THROUGH THE APPLICATION OF BASE RATE CHARGES 

13 REFLECTING THE COSTS OF PROVIDING THIS SERVICE. DO YOU 

14 AGREE WITH THIS RECOMMENDATION? 

A. 
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1 service by the City of Austin that is utilized by more than just customers 

2 who live within the City limits.35 By eliminating the link between the cost of providing 

3 what customers pay for the service, neither AE nor those customers 

4 benefiting from the service have an incentive to make prudent and economically efficient 

5 decisions regarding lighting occurs, or the costs of such lighting. If the costs of 

6 SASL are not a factor in determining the type and extent the service provided, there is 

7 no economic incentive for AE to be prudent in its efforts to provide this 

8 Second, mechanism the costs of SASL will inevitably result 

9 costs than actually occurs. the test year costs 

10 of "'HfPrp'tl on a per kWh basis even the costs 

11 providing lighting service nothing to do with the kWh sales to customers. 

12 as kWh to other customers beyond test year levels, revenue produced 

13 the same nrn."\f"rtl there 
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forced to pay for a non-utility service through a utility rate, the Customer Benefit charge. 

As explained above, this lighting tax is "a clumsy vehicle for redistributing income and 

serves as another indirect form of taxation to achieve certain economic or social 

objectives. ,,36 If the City believes these services are important then they should provide 

them and pay for them transparently through the city budget. 

HOW YOU RECOMMEND ADDRESSING THE ISSUE? 

I recommend that SASL be treated like any other customer class, that is, cost based rates 

should be established each type of service area street lighting service offered and 

charged to the City of Austin, the true customer. In this manner, (a) the benefits of 

lighting services can be objectively compared to the costs of such service, thereby 

providing the necessary economic incentive prudent investment in lighting services; 

(b) electricity consumers will not be charged that neither want nor from 

rates a 
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using AE's proposed power production costs as set forth on Exhibit GLG-5, AE's total 

power production costs are 48.5% greater than the costs of an equivalent amount of 

power and energy solely from ERCOT. For customers receiving service under the 

Primary Voltage> 20 MW rate class, AE's power supply costs are 39.5% greater than the 

costs the same power purchased directly from the ERCOT wholesale power supply 

market. Using the adjusted revenue requirement proposed by Ms. Fox, AE's allocation 

of generation costs are 40.9% greater than comparable settlement price in ERCOT 

and are 28.3% higher for the Primary Voltage:;:;: 20 MW rate class. 

HOW DOES AE OPERATE IN THE ERCOT MARKET? 

As explained in its Tariff Package (page 5-5, Bate 108) 

It]he utility's variable operating costs are recovered through the 
sale energy the ERCOT wholesale market. Austin Energy 
then revenue on to customers through the Power Supply 

ERCOT 
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resources' marginal operating costs and operational 
limitations. ERCOT takes each offer and stacks them in order 
from least cost to highest cost. Then, ERCOT selects the least 
number of resources required to meet the forecasted load for that 
next five-minute interval, starting with the lowest cost resource 
first. The price of the last resource needed to meet the forecasted 
load sets the price for all resources required in that five-minute 
interval. By attempting to minimize the operating costs of their 
resources in an effort to be selected to provide energy in the next 
five-minute interval, generating companies help improve the 
economic efficiency of the market, and load can be served with the 
lowest cost resources available, regardless of ownership. 

AE further explains that they are competing with other generators like NRG, Calpine, and 

Luminant. 

DO THESE GENERATORS HAVE RETAIL CUSTOMERS WHO ARE PAYING 

FOR THE REMAINDER OF THE COST TO PRODUCE THE ELECTRICITY 

THAT IS SOLD INTO THE ERCOT MARKET? 

IS that 

recover 100% 
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WHAT DOES THIS MEAN TO AE'S RATEPAYERS AND NXP/SAMSUNG'! 

This excess of power production costs above the costs of power available directly 

from the ERCOT market translates in $279.7 million per year of excess power costs that 

AE consumers are paying for power, using Ms. Fox's recommended revenue 

requirement. Primary Voltage > 20 MW customers, who are subject to highly 

competitive market pressures, are paying approximately $16.5 million per year more to 

AE than they would pay by purchasing their power on the ERCOT market directly. 

WITH RESPECT TO NXP AND SAMSUNG, WHAT IS THE IMPACT OF AE'S 

HIGHF2R THAN ERCOT COSTS OF POWER? 

Based upon discussions with NXP and Samsung representatives, AE's high costs of 

power are seriously undennining competitiveness both companies in their 

respective markets. In addition, supply costs other utilities 

are costs to customer 
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less efficient than the ERCOT market in general, as shown by the fact that AE power 

production costs are significantly higher than the costs of power available directly irom 

the ERCOT market 

WHAT DO YOU RECOMMEND THE AUSTIN CITY COUNCIL DO TO 

ADDRESS THIS ISSUE? 

I recommend that the II IE consider customer impact concerns with respect to the rates 

charged to Primary Voltage ~ MW rate class, and that the Austin City Council adopt 

approach. Even the "cost based" rate that I proposed, the power supply 

costs are more than $ t 6.5 higher than a rate with a market based power supply 

adjustment Customer impact concerns may be addressed by setting the rates the 

Primary Voltage 2': 20 MW rate class than the allocated costs of service, so that 

costs are to be at cost In 
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SUMMARY OF RECOMMENDATIONS 

PLEASE SUMMARIZE YOUR DIRECT TESTIMONY AND YOUR 

RECOMMENDATIONS IN THIS PROCEEDING. 

My testimony makes the following recommendations: 

L Allocate Demand-related production costs on the basis of the 4CP/A&E and reject 

AE's proposed 12CP allocation method; 

2. AJlocate Primary and Secondary distribution substations, poles, and conductors 

on the basis of class non-coincident peak demands occurring during the months 

June through September rather than non-coincident peak demands that occur year 

round; 

3. the most recent TCOS information from PUC Docket No. 45387 for purposes 

adjusting transmission 

4. or 

to 
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ERCOT market. I further recommend that AE provide to the Austin City Council 

to 

costs to In 

DOES TillS CONCLUDE YOIJR DIRECT TESTIMONY? 

it does, 
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Mr. Goble graduated from the University of Arkansas at Fayetteville in 1974 with 

a Bachelor of Science degree in Public Administration. In 1980, he received a Master of 

Business Administration degree from S1. Edward's University in Austin, Texas. 

Upon graduation from the University of Arkansas, and before attending St. 

Edward's, Mr. Goble was employed by the Arkansas Public Service Commission 

("APSC") and held several positions with the including Chief of the Rates Section 

and Interim Chief of the Finance Section. Mr. Goble's activities in these positions 

included developing and presenting staff analyses and testimony concerning cost 

studies and rate design for electric, natural gas, water, and telephone utilities; 

utility compliance with APSC rate and tariff requirements; and providing 

management to 

capital and capital structure. 

irU<"'",,<-« analysts in the determination 

In 1978, Mr. Goble accepted the position of Manager of Electric 

the 

cost 

Water Rates 

In 

cost 
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MAC included the duties and areas of expertise previously described above. Mr. Goble 

remained a principal at MAC from May 19&4 until January 2006. 

From January 2006 through March 2007, Mr. Goble was employed as a 

management consultant by R. 1. Covington Consulting, LLC. While employed by this 

firm, he continued to provide consulting services similar to those previously described as 

well as work in the areas of business valuation, affiliate transactions, and revenue 

requirement adjustments in regulatory proceedings. 

In April 2007 Mr. Goble returned to MAC as a managing consultant. His 

responsibilities and job duties at MAC are the same as those previously described. 

Mr. Goble has previously submitted testimony before the Public Utility 

Commission of Texas, the Railroad Commission of the Arkansas Public Service 

Commission, the Louisiana Public Service Commission, the Public Service Commission 

of Wyoming, the New Hampshire Public Utilities Commission, the Public Service 

Commission of the State Montana, North 

Public Service Commission the State Missouri, the 

Commission, the Colorado Public Utilities Commission, 

Utilities Commission, the 

Mexico Public Regulation 

South Dakota Public 

Commission, and the Corporation '-'VBHH>.:"". In addition, he has 

rate 
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AUSTIN ENERGY 

AUSTIN ENERGY SYSTEM PEAK DEMAND 

Feb 

1 2005 1,498 1,470 
2 2006 1,370 1,553 1,338 2,054 2,048 2,297 

3 2007 1,793 1,794 1,429 1,659 1,869 2,256 
4 2008 1,647 1,653 1,547 1,964 2,342 2,412 2,486 

5 2009 1,721 1,558 1,447 1,870 2,189 2,538 2,517 

6 2010 1,948 1,734 1,553 1,680 2,102 2,267 2,302 
7 2011 1,834 2,119 1,720 1,981 2,377 2,495 2,583 
8 2012 1,711 1,634 1,771 2,025 2,346 2,702 2,526 
9 2013 1,885 1,459 1,520 1,813 2,124 2,459 2,445 

10 2014 

11 2015 

12 Count 

13 Average 1,780 1,733 1,617 1,868 2,137 2,385 2,430 
14 5td Dev 224 238 224 137 160 149 119 
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AUSTIN ENERGY 

PERCENT OF ANNUAL SYSTEM PEAK DEMAND BY YEAR 

Feb Jun Jul 
1 2005 61.27% 60.12% 60.45% 71.62% 82.74% 91.45% 94.72% 

2 2006 56.71% 64.28% 55.38% 85.02% 84.77% 95.07% 98.18% 

3 2007 75.05% 75.09% 59.82% 69.44% 78.23% 94.43% 92.51% 

4 200S 65.51% 65.75% 61.54% 78.12% 93.16% 95.94% 98.89% 

5 2009 67.81% 61.39% 57.01% 73.68% 86.25% 100.00% 99.17% 

6 2010 74.12% 65.98% 59.09% 63.93% 79.98% 86.26% 87.60% 

7 2011 68.69% 79.36% 64.42% 74.19% 89.03% 93.45% 96.74% 

8 2012 63.32% 60.47% 65.54% 74.94% 86.82% 100.00% 93.49% 

9 2013 72.84% 56.38% 58.73% 70.05% 82.07% 95.02% 

10 2014 82.00% 79.20% 

11 2015 78.24% 77.79% 

12 Average 69.60% 67.80% 

13 6 Yr Avg 73.20% 69.86% 66.80% 71.22% 82.51% 



AUSTIN ENERGY 
TEST OF HYPOTHESIS THAT MONTHLY PEAK DEMAND IS NOT SIGNIFICANTLY DIFFERENT FROM HISTORICAL 

Feb 

1 2005 Reject Reject 
2 2006 Reject Reject Reject Reject Reject Reject 
3 2007 Reject Reject Reject Reject Reject Reject Reject 
4 2008 Reject Reject Reject Reject Reject Accept Accept 
S 2009 Reject Reject Reject Reject Reject Accept Accept Accept 
6 2010 Reject Reject Reject Reject Reject Reject Reject Accept 
7 2011 Reject Reject Reject Reject Accept Accept Accept Accept 
8 2012 Reject Reject Reject Reject Reject Accept Accept Accept 
9 2013 Reject Reject Reject Reject Reject Accept Accept Accept 
10 2014 Reject Reject Reject Reject Reject Reject Accept 
11 2015 Reject Reject Reject Reject Reject Reject Accept 
12 Accept 0 0 0 0 1 5 8 
13 Reject 11 11 11 11 10 6 3 
14 % Accepted 0% 0% 0% 0% 9% 45% 73% 
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AUSTIN ENERGY 
TEST OF HYPOTHESiS THAT MONTHLY SYSTEM PEAK DEMAND is NOT SIGNIFICANTLY DIFFERENT FROM SAME YEAR DEMAND 

Line 

1 
2 2006 Reject Reject Reject Reject Reject Accept Accept Accept 
3 2007 Reject Reject Reject Reject Reject Accept Accept Accept 
4 2008 Reject Reject Reject Reject Accept Accept Accept Accept 
5 2009 Reject Reject Reject Reject Reject Accept Accept Accept 
6 2010 Reject Reject Reject Reject Reject Reject Reject Accept 
7 2011 Reject Reject Reject Reject Reject Accept Accept 
8 2012 Reject Reject Reject Reject Reject Accept Accept Accept 
9 2013 Reject Reject Reject Reject Reject Accept Accept 
10 2014 Reject Reject Reject Reject Reject Reject Accept Accept 
11 2015 Reject Reject Reject Reject Reject Reject Accept 
12 Accept 0 a a 0 1 7 10 
13 Reject 11 11 11 11 10 4 

14 % Accepted 0% 0% 0% 0% 9% 64% 91% 



AUSTIN ENERGY 
GRAPHIC OF MONTHLY SYSTEM PEAK DEMANDS FOR THE PERIOD """'-',,rLV,A.CI 
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AUSTIN ENERGY 
AUSTIN ENERGY SYSTEM DEMAND AT TIME OF ERCOT PEAK 

2 2007 1,793 1,794 1,429 1,659 1,869 2,256 2,210 
3 2008 1,647 1,653 1,547 1,964 2,342 2,412 2,486 
4 2009 1,721 1,558 1,447 1,870 2,189 2,538 2,527 
5 2010 1,948 1,734 1,553 1,680 2,102 2,267 2,302 
6 2011 1,834 2,119 1,720 1,981 2,377 2,495 2,583 
7 2012 1,711 1,634 1,771 2,025 2,346 2,702 2,526 
8 2013 1,885 1,459 1,520 1,813 2,124 2,459 2,445 
9 

10 
11 
12 Average 1,808 1,759 1,630 1,880 2,149 2,400 2,443 
13 Std Dev 215 234 231 138 164 148 119 



AUSTIN ENERGY 
PERCENT OF ANNUAL SYSTEM PEAK DEMAND ATTIME OF ERCOT 

Jui 

1 2006 56.71% 64.28% 55.38% 85.02% 84.77% 95.07% 9&.18% 

2 2007 75.05% 75.09% 59.82% 69.44% 78.23% 94.43% 92.51% 

3 2008 65.51% 65.75% 61.54% 78.12% 93.16% 95.94% 98.89% 

4 2009 67.81% 61.39% 57.01% 73.68% 86.25% 100.00% 99.57% 

5 2010 74.12% 65.98% 59.09% 63.93% 79.98% 86.26% 87.60% 
6 2011 68.69% 79.36% 64.42% 74.19% 89.03% 93.45% 96.74% 
7 2012 63.32% 60.47% 65.54% 74.94% 86.82% 100.00% 93.49% 

8 2013 72.84% 56.38% 58.73% 70.05% 82.07% 95.02% 94.47% 

9 2014 

10 2015 

11 Average 

12 6 Yr Avg 73.20"10 69.86% 66.80% 
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AUSTIN ENERGY 

TEST OF HYPOTHESIS THAT MONTHLY PEAK DEMAND IS NOT SIGNIFICANTLY DIFFERENT FROM HISTORICAL 

Jan Jul 
1 2006 Reject Reject Reject Reject Reject Reject Reject 

2 2007 Reject Reject Reject Reject Reject Reject Reject Accept 

3 2008 Reject Reject Reject Reject Reject Accept Accept Accept 

4 2009 Reject Reject Reject Reject Reject Accept Accept Accept 

5 2010 Reject Reject Reject Reject Reject Reject Reject Accept 

6 2011 Reject Reject Reject Reject Reject Accept Accept Accept 

7 2012 Reject Reject Reject Reject Reject Accept Accept Accept 

8 2013 Reject Reject Reject Reject Reject Accept Accept Accept 

9 2014 

10 2015 

11 Accept 

12 Reject 10 10 10 10 10 3 

13 % Accepted 0% 0% 0% 0% 0% 
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AUSTIN ENERGY 

HYPOTHESIS THAT MONTHLY AUSTIN ENERGY SYSTEM PEAK DEMAND IS NOT SIGNIFICANTLY DIFFERENT FROM SAME MONTH 

line Jui 

1 2006 Reject Reject Reject Reject Reject Accept Accept 

2 2007 Reject Reject Reject Reject Reject Accept Accept Accept 

3 2008 Reject Reject Reject Reject Accept Accept Accept Accept 

4 2009 Reject Reject Reject Reject Reject Accept Accept Accept 

5 2010 Reject Reject Reject Reject Reject Reject Reject Accept 

6 2011 Reject Reject Reject Reject Reject Accept Accept Accept 

7 2012 Reject Reject Reject Reject Reject Accept Accept Accept 

8 2013 Reject Reject Reject Reject Reject Accept Accept Accept 

9 
10 

11 

12 Reject 10 10 10 10 9 3 
13 % Accepted 0% 0% 0% 0% 10% 



AUSTIN ENERGY 
GRAPHIC OF MONTHLY AUSTIN ENERGY DEMANDS AT TIME OF ERCOT SYSTEM PEAK 

2800 

2600 

2400 

2200 

2000 

1800 

1600 

1400 

1200 
Jan Feb Mar Apr May 



COMPARISON OF NXPISAMSUNG AND AUSTIN ENERGY REVENUE REQUIREMENT RECOMMENDATIONS 



COMPARiSON OF NXPlSAtIIISUNG AND AUSTIN ENERGY REVENUE REQUIREMENT RECOMMEfIIOAT10NS 
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Exhibit GlG-5 
Page 1 of 1 

COMPARISON OF AUSTIN ENERGY POWER SUPPLY COSTS VS. ERCOT MARKET SUPPLY COSTS 

Total Austin Energy Production Cost Production Cost of Service for Primary ~ 20 MW 
Austin Energy NXP/Samsllng Austin Energy NXP !Samsung 

Description Recommendation Recommendation 
Production 

Demand Related 
Nuclear $122,595,402 $118,487,140 $8,817,075 $7,875,766 
Coal 69,098,235 51,095,095 4,969,553 3,396,259 

Natural Gas 68,337,713 61,571,910 4,914,856 4,092,647 
Quick Response· Natural Gas 43,737,097 42,213,377 3,145,577 2,805,897 
Renewable· Wind 10,180 10,316 732 686 
Renewable - Solar 4,269,035 4,311,954 307,029 286,613 
Renewable landfill Methane 

En!!!rgi: Belat~ 
NXP/Samsung Adjustment to Fuel Expense $0 ($70,000,000) $0 ($7,235,636) 

Nuclear 27,134,829 2,804,820 2,804,825., 
Coal 91,895,988 9,498,925 9,498,942 
Natural Gas 4,930,346 4,930,355 
Quick Response - Natural Gas 1,096,454 1,096,456 
Economy - Purchased Power 376,908 376,896 
Renewable - Wind 23,717,698 23,716,941 
Renewable - Solar 246,581 246,573 
Renewable landfill Methane 
Energy Related Less $70 million Adjustment 

Other 
ERCOT Administration Fees 6,838,000 $6,837,999 698,445 $698,445 

Energy Efficiency Programs $33,527,875 33,527,874 $2,381,718 2,388,061 
GreenCholce 

Totsl Production 

Total kWh Sold 12,560,'i48,927 12,560,548,927 1,305,420,231 1,305,420,231 , 

AE Power SupplV Cost per kWh $0.0624 SO.0544 $0.0532 $0.0448 
ERCOT Power SupplV Cost per kWh $0,0322 ~ $0.0322 $0.0322 
Excess of Austin Energy Cost Above ERCOT Cost $0.0303 $0.0223 SO.0210 $0.0127 
Extended Cost of AE Power Above ERCOT Supply $380,041,696 $279,683,778 $27,461,511 $16,535,002 


