AGENDA INFORMATION SHEET
ITEM NO. ____________________ 

PROPOSED NET INCREASE OF ABOUT $90.2 MILLION:
On about October 13, 2020, the Southwestern Electric Power Company (“SWEPCO”) filed an application to increase its base rate revenues by approximately $105 million, which equates to an increase of approximately 30%.  Currently SWEPCO recovers a portion of its transmission- and distribution-related costs through its “Transmission Cost Recovery Factor” (“TCRF”) and its “Distribution Cost Recovery Factor” (“DCRF”).    The rules of the Public Utility Commission of Texas (“PUCT”) require SWEPCO move recovery of its transmission- and distribution-related costs to its base rates when it files a general rate case.  Doing so results in a net increase of approximately $90.2 million in annual revenue, which represents an increase in base revenue of about 26% not including fuel revenues or other rider revenues.  Including fuel revenue, SWEPCO’s request equates to about a 16% increase in revenue.  SWEPCO based its requested rate increase on a test year ending March 31, 2020.  
SWEPCO’s application requests an effective date of November 17, 2020, for its proposed increase in rates.  Pursuant to state law, SWEPCO has requested that the final rates set in this proceeding relate back to usage occurring 155 days after the filing of the application, or March 17, 2021.  This means that under SWEPCO’s request, the final rates set in this case will relate back to usage occurring on and after March 17, 2021.
DRIVERS OF INCREASE ACCORDING TO SWEPCO:

The main drivers of SWEPCO’s proposed increase in rates are:

1. A proposed return on equity of 10.35% with a capital structure comprised of 49.37% equity and 50.63% long-term debt.  Note that in SWEPCO’s 2016 rate case, the Commission awarded SWEPCO a return on equity of 9.6% and a capital structure comprised of 48.46% and 51.54% long-term debt.
2. Acceleration of recovery of depreciation expense for SWEPCO’s Dolet Hills Power Station related to a reduction in the plant’s operations and retirement due to force majeure events that occurred in 2017 and 2018 and.
3. Request for the establishment and funding of a self-insurance reserve in the amount of about $3.6 million with annual accruals of about $1.7 million.

4. Recovery of SWEPCO’s system restoration costs related to Hurricane Laura.

5. Recovery of about $14.6 million vegetation management costs, representing an increase of about $5.0 million over current spend levels.
ASSIGNMENT OF INCREASE TO CUSTOMER CLASSES:

SPS proposes to allocate its proposed base revenue increase, excluding the cost fuel, among the customer classes as follows:

	Rate Class
	Present Base Rate Revenue
	Proposed Base Rate Revenue
	Proposed Increase
	Percent Increase

	Residential 
	$147,077,995
	$188,152,172
	$41,074,177
	28%

	Total Commercial/Small Industrial
	$146,798,138
	$195,209,984
	$48,411,846
	33%

	Total Large Industrial
	$41,956,723 
	$55,793,625
	$13,836,902
	33%

	Total Municipal
	$3,929,551
	$4,459,489
	$529,938
	13%

	Total Lighting
	$6,740,893
	$7,913,240
	$1,172,347
	17%

	TOTAL TX Retail
	$346,503,301 
	$451,528,509
	$105,025,208
	30%


BILL IMPACT FROM PROPOSED INCREASE:
Residential Customer – Impact on Bill:  

a. Comparison of Current to Proposed Rates:
	RESIDENTIAL
	Current
	Proposed

	Cust. Charge/Mo.
	$8.00
	$10.00

	Usage Charge/kWh (May-Oct)
	$0.072266
	$0.092448

	kWh Charge (Nov-Apr) (</=600 kWh)
	$0.053589
	$0.068555

	kWh Charge (Nov-Apr) (>600 kWh)
	$0.043789
	$0.056855

	 
	 
	 

	Riders (TCRF, DCRF, EECRF Rate Case Expenses)/kWh
	$0.004739
	$0.001261

	 
	 
	 

	Fuel
	$0.031073
	$0.031073


b. The effect of SWEPCO’s proposed increase on the base rate portion of a Residential customer’s bill, is as shown below:
	 
	
	1000 kWh
	 
	1500 kWh
	 
	2000 kWh
	 
	3000 kWh

	May - Oct
	Increase $
	$22.18
	
	$32.27
	
	$42.36
	
	$62.55

	 
	Increase %
	27.64%
	 
	27.73%
	 
	27.77%
	 
	27.82%

	 
	 
	 
	 
	 
	 
	 
	 
	 

	Nov. - Apr
	Increase $
	$16.21
	
	$22.74
	
	$29.27
	
	$42.34

	 
	Increase %
	28.10%
	 
	28.58%
	 
	28.85%
	 
	29.15%


General Service Customer (aka, Small Commercial) – Impact on Bill:

a. Comparison of Current to Proposed Rates:
	GENERAL SERVICE
	Current
	Proposed

	Cust. Charge/Mo.
	$11.59
	$15.00

	Usage Charge/kWh (May-Oct)
	$0.061302
	$0.089950

	Demand Charge/kW (</=10 kW)
	$0.00
	$2.95

	Demand Charge/kW (>10 kW)
	$4.87
	$2.95

	 
	 
	 

	Riders (TCRF, DCRF, EECRF Rate Case Expenses)/kWh
	$0.004827
	$0.001021

	 
	 
	 

	Fuel
	$0.031087
	$0.031087


b. Bill Impact:  The table below shows the effect on a Small General Service customer’s bill at varying levels of consumption.
	Proposed Increase in General Service Customer's Bill Base Rates 

(Base Revenues Only - Excludes Fuel Costs)

	With No Demand Charge

	Consumption 
	1000 kWh
	1500 kWh
	2000 kWh
	3000 kWh

	 
	 
	 
	 
	 

	Present Base Bill 
	$72.89 
	$103.54 
	$134.19 
	$195.50 

	Proposed Base Bill 
	$104.95 
	$149.93 
	$194.90 
	$284.85 

	Increase $ 
	$32.06 
	$46.39 
	$60.71 
	$89.35 

	Increase %
	43.98%
	44.80%
	45.24%
	45.70%

	With Demand Charge

	Consumption
	2000 kWh
	2500 kWh
	5000 kWh
	10000 kWh

	Present Base Bill 
	$134.19
	$177.03
	$391.15
	$819.41

	Proposed Base Bill 
	$195.34
	$240.43
	$465.85
	$916.69

	Increase $ 
	$61.15
	$63.40
	$74.70
	$97.28

	Increase %
	45.57%
	35.81%
	19.10%
	11.87%


CITY ACTION REQUIRED BY NOVEMBER 17, 2020:
The City must take action by no later than November 17, 2020, SWEPCO’s proposed effective date.  Based on SWEPCO’s proposed effective date as filed, if the City does not take action by November 17, 2020, SPS’ proposed increase in rates as filed will be deemed approved by operation of law.  

REPRESENTATION AND PARTICIPATION IN CARD:
The law firm of Herrera Law and Associates, PLLC (through Mr. Alfred R. Herrera) has previously represented the City and its participation in the coalition of cities named the “Cities Advocating Reasonable Deregulation” (“CARD”) in rate matters involving SWEPCO, including SWEPCO’s most recent rate and fuel cases.  The accompanying Resolution authorizes retention of Herrera Law & Associates, PLLC as Special Counsel and continued participation in the CARD coalition.  

INTERVENTION AT THE PUBLIC UTILITY COMMISSION OF TEXAS:
SWEPCO filed its Statement of Intent to raise rates with the City and with the Public Utility Commission of Texas (“Commission”) on the same date, October 13, 2020.  It is crucial to participate in these proceedings because the Commission’s decisions could impact rates within the City.  Thus, the accompanying Resolution authorizes intervention in proceedings at the Commission as well as any appeals taken from the Commission’s decision.
RATE CASE EXPENSES:

The Cities Advocating Reasonable Deregulation’s (“CARD”) reasonable rate case expenses are subject to reimbursement by the Company. 
RECOMMENDATION: 

SUSPEND PROPOSED EFFECTIVE DATE FOR THE PERIOD ALLOWED BY LAW

SWEPCO’s rate-filing package presents a complex set of ratemaking issues.  Moreover, given the volume of data presented in SWEPCO’s application, CARD’s lawyers and consultants cannot reasonably conclude their review and analysis of SWEPCO’s filing by November 17, 2020.  

Therefore, CARD’s Special Counsel recommends that the Council suspend SWEPCO’s proposed effective date for its rate increase for the period allowed by law.  The standard period of suspension is 90 days.  Based on SPS proposed effective date of November 17, 2020, the 90th day is February 15, 2021.  Should SWEPCO, however, extend its proposed effective date of November 17, 2020, the 90-day suspension period would extend accordingly to correspond to the revised effective date.  Also, should SWEPCO’s published notice or its application be found deficient, then SWEPCO’s proposed effective date would change as would the period of suspension.

By suspending SWEPCO’s proposed effective date to undertake its review of SWEPCO’s proposed increase in rates, the City will need to take a second step and final action on SWEPCO’s proposed increase in the near future.  But the attached Resolution does nothing more than to suspend SWEPCO’s proposed effective date to allow CARD’s attorneys and consultants review SWEPCO’s application.
RESOLUTION BY THE CITY OF _________________________ (“CITY”) Suspending THE EFFECTIVE DATE of SOUTHWESTERN ELECTRIC POWER COMPANY’S PROPOSED increase in rates as ALlowed by Statute; AUTHORIZING THE CITY’S CONTINUED PARTICIPATION WITH OTHER CITIES IN THE COALITION OF CITIES KNOWN AS CITIES ADVOCATING REASONABLE DEREGULATION TO DIRECT THE ACTIVITIES OF LAWYERS AND CONSULTANTS; AUTHORIZING THE HIRING OF ATTORNEYS AND CONSULTANTS; AND AUTHORIZING THE INTERVENTION AND PARTICIPATION IN RELATED RATE PROCEEDINGS; REQUIRING REIMBURSEMENT OF REASONABLE LEGAL AND CONSULTANT EXPENSES. 
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