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I. INTRODUCTION 1 

Q. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS. 2 

A. My name is Mark Dombroski.  My business address is 4815 Mueller Blvd, Austin, 3 

Texas. 4 

Q. BY WHOM ARE YOU EMPLOYED AND IN WHAT POSITION? 5 

A. I am employed by the City of Austin (City) as Deputy General Manager, Chief 6 

Financial and Administrative Officer of Austin Energy. 7 

Q. ON WHOSE BEHALF ARE YOU TESTIFYING?  8 

A. I am testifying on behalf of Austin Energy. 9 

Q. DID YOU PREPARE THIS TESTIMONY? 10 

A. Yes.  This testimony was prepared by me or under my direct supervision. 11 

Q. PLEASE DISCUSS BRIEFLY YOUR EDUCATIONAL BACKGROUND, 12 

PROFESSIONAL EXPERIENCE, AND QUALIFICATIONS. 13 

A. I am currently the Deputy General Manager, Chief Financial and Administrative 14 

Officer for Austin Energy where I am responsible for finance, technology and data, 15 

corporate services, and employee development.  I have been with Austin Energy since 16 

October 2014 with continuous responsibility as Chief Financial Officer.  I had similar 17 

responsibilities while serving as the Director of Finance for Seattle City Light.  In 18 

addition to my public power experience, I have nearly 20 years of experience in 19 

providing financial and economic advisory services, principally in the energy and 20 

utility industry, with the firms of Price Waterhouse LLP and KPMG LLP as well as a 21 

smaller consulting firm.  I have a Bachelor of Arts degree from the University of Texas 22 
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at Dallas and a Master of Public Administration degree from Seattle University.  I am 1 

a Certified Energy Manager with the Association of Energy Engineers. 2 

Q. HAVE YOU PROVIDED AN ATTACHMENT THAT DETAILS YOUR 3 

EDUCATIONAL BACKGROUND AND PROFESSIONAL EXPERIENCE?  4 

A. Yes.  I provide this information in Exhibit MD-1 of my testimony. 5 

Q. PLEASE EXPLAIN THE PURPOSE OF YOUR REBUTTAL TESTIMONY.  6 

A. The purpose of my rebuttal testimony is to respond to various revenue requirement, 7 

revenue allocation, and rate design proposals contained in the Participants’ position 8 

statements and rebuttal testimonies including the Independent Consumer Advocate 9 

(ICA), Coalition for Clean, Affordable & Reliable Energy (CCARE), NXP, Texas 10 

Industrial Energy Consumers (TIEC), Two Women Ratepayers (2WR), Sierra Club, 11 

Public Citizen, and Solar United Neighbors (SCPC/SUN), Mr. Paul Robbins, and 12 

Homeowners United for Rate Fairness (HURF).  Additionally, I summarize the 13 

adjustments Austin Energy has made to its requested revenue requirement since the 14 

initial filing and to provide the updated line loss study report that was utilized in Austin 15 

Energy’s Base Rate Filing Package. 16 

II. SCOPE AND SUMMARY OF REBUTTAL TESTIMONY  17 

Q. DID PARTICIPANTS TAKE EXCEPTION TO AUSTIN ENERGY’S 18 

PROPOSED REVENUE REQUIREMENT? 19 

A. Yes.  There are 14 Participants in Austin Energy’s Base Rate Review.  Of those 20 

Participants, ten filed statements of position, and six took exception to Austin Energy’s 21 
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proposed revenue requirement.  Those adjustments ranged from $11 million to $41.7 1 

million.
1
 2 

Q. DO YOU AGREE WITH THE PROPOSED ADJUSTMENTS MADE TO THE 3 

REVENUE REQUIREMENT BY THE PARTICIPANTS? 4 

A. No, with limited exception as discussed below.  While each of the Participants’ 5 

proposed adjustments is more specifically addressed by other Austin Energy witnesses 6 

in their testimonies, I also take the position that the majority of the Participants’ 7 

arguments are unreasonable.  8 

Q. PLEASE EXPLAIN YOUR POSITION. 9 

A. Austin Energy’s last base rate increase was an increase of 6.4% in 2012, which was a 10 

decade ago.  In fact, Austin Energy’s last base rate change was in 2017, when it reduced 11 

rates by 6.7%.  As a result, Austin Energy had a combined net loss of $90 million in 12 

Fiscal Years (FY) 2020 and 2021.  Additionally, since Austin Energy’s last ratemaking 13 

test year, FY 2014, prices, as measured monthly by the Consumer Price Index for All 14 

Urban Consumers: Fuels and Utilities from the St Louis Federal Reserve, have 15 

increased 16.5% while rates have remained unchanged.  In the last twelve months 16 

alone, prices have increased 15%.  Based on the Cost-of-Service Study using test year 17 

FY 2021, Austin Energy proposed a $48 million base rate increase in its Base Rate 18 

Filing Package.
2
 19 

                                                 
1
  Coalition for Clean, Affordable, and Reliable Energy’s (CCARE) Statement of Position at 1 (Jun. 

22, 2022); Direct Testimony of Billie S. LaConte, on behalf of Texas Industrial Energy Consumers (TIEC) at 2- 3 
(Jun. 22, 2022); NXP Statement of Position at 5 (Jun. 22, 2022); and Independent Consumer Advocate’s (ICA) 
Party Position Statement at 1 (Jun. 22, 2022). Please note that some Participants made recommendations to the 
revenue requirement without associating dollar amount impacts. 

2
  Austin Energy Base Rate Filing Package at 46 (Apr. 18, 2022) (RFP). 
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As a result of Austin Energy’s current financial condition, on June 28, 2022, 1 

Fitch Credit Ratings downgraded Austin Energy from ‘AA’ to ‘AA-’.
3
  Fitch cited 2 

Austin Energy’s elevated leverage, which has steadily increased during the past three 3 

years, and weaker operating cash flows primarily driven by lower base rate revenues 4 

that contributed to the utility’s rising leverage.
4
  Fitch’s AA- rating assumes that Austin 5 

Energy’s proposed $48 million increase is adopted.
5
 6 

Acceptance of the majority of the Participants’ adjustments to the revenue 7 

requirement would accelerate the deterioration of Austin Energy’s financial position, 8 

further increase Austin Energy’s leverage, decrease Austin Energy’s operating cash 9 

flow, force Austin Energy to expend its cash and reserves, and increase its debt. 10 

Q. WHAT ARE THE LIMITED ADJUSTMENTS THAT AUSTIN ENERGY HAS 11 

MADE TO ITS REQUESTED REVENUE REQUIREMENT? 12 

A. As discussed further in the rebuttal testimonies of Austin Energy witnesses Rabon and 13 

Gonzalez, the following adjustments were made to the proposed revenue requirement, 14 

reducing the request to $35.7 million:  15 

 Non-Cash Nuclear Decommissioning—As identified in the testimony of David 16 

Effron, Austin Energy agrees that a correction to the non-cash portion of the 17 

nuclear decommissioning contribution should be made.  The original 18 

adjustment to this contribution was intended to remove the non-cash portion of 19 

this expense, given Austin Energy is using the cash flow approach to the 20 

development of its revenue requirement.  However, Austin Energy erroneously 21 

                                                 
3
  Exhibit MD-2 at 1. 

4
  Id. 

5
  Id. 
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reversed the sign convention on the non-cash portion and increased the cash 1 

obligation, rather than decreasing the cash obligation.  Specifically, Austin 2 

Energy increased the cash needs by $4,662,375 when it should have decreased 3 

the cash needs by $4,662,375.  Thus, the overall impact was $4,662,375 times 4 

two, or $9,324,751, as suggested in Mr. Effron’s testimony. 5 

 Interest on Nuclear Decommissioning—In addition to the non-cash adjustment 6 

to the nuclear decommissioning cost, Austin Energy also determined that a 7 

portion of the cash contribution was funded from interest on the nuclear 8 

decommissioning trust.  Given that interest income on the trust was not included 9 

as a source of revenue to offset the cash needs of the utility, as it was assumed 10 

to accrue in the trust (see Work Paper C-3.4.1), Austin Energy should not have 11 

included this portion of the cash funding for nuclear decommissioning in the 12 

revenue requirement.  Removing the portion of the cash contribution that came 13 

from interest income results in an additional $2,594,248 reduction to the 14 

revenue requirement as compared with what Austin Energy originally filed. 15 

 BAB Subsidy—Austin Energy determined that the interest expense on the 16 

Series 2010B Build America Bond refunding was missing the subsidized 17 

portion in Austin Energy’s original analysis.  The subsidy was included as a 18 

source of funding in the analysis (see Work Paper C-3.4.1), but the interest 19 

expense the subsidy was offsetting was missing because the debt service used 20 

was net of the subsidy.  Thus, Austin Energy has added the subsidy portion of 21 

the interest expense to the revised analysis.  The subsidy portion was 22 

$1,849,557 in FY 2021 and $1,791,095 in FY 2022. 23 
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 Functionalize New Service Connection Revenues—As discussed in the 1 

testimony of Grant Rabon, Austin Energy agrees with Mr. Johnson’s suggestion 2 

that new service connection revenues should be functionalized to customer, 3 

rather than demand. 4 

 As discussed in the rebuttal testimony of Austin Energy witness Gonzalez, 5 

Austin Energy proposes a known and measurable adjustment of $1,154,575 to 6 

late payment fees. 7 

 GFT Impacts—Based on the adjustments above, the calculated GFT was 8 

reduced from $121 million to $120 million. 9 

Q. WHAT APPENDIX TO THE BASE RATE FILING PACKAGE IS AUSTIN 10 

ENERGY UPDATING? 11 

A. Appendix D, Austin Energy System Loss Study for FY 2018.  Exhibit MD-7 Line Loss 12 

Study contains the correct version of Austin Energy’s System Loss Study for FY 2018 13 

(Line Loss Study).  Austin Energy inadvertently attached a preliminary version of its 14 

Line Loss Study as Appendix D to its 2022 Base Rate Filing Package submitted on 15 

April 18, 2022.  Austin Energy amended its filing on June 6, 2022, with the attached 16 

document that is the correct, final Line Loss Study.  Austin Energy relied on the 17 

attached Line Loss Study when proposing its 2022 Base Rate Filing Package.  18 

Therefore, the Amendment has no impact on the Cost-of-Service Study or Base Rate 19 

Filing Package. 20 

Q. WHAT GUIDANCE DOES AUSTIN ENERGY USE FOR DETERMINING 21 

RATE DESIGN? 22 

A. Austin Energy uses Bonbright’s criteria for determining rate design as laid out in the 23 

following questions: 24 
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1. Does the rate provide adequate revenue recovery to the utility? 1 

2. Does the rate promote fairness in cost allocation (equity between customer classes)? 2 

3. Does the rate promote efficient resource use? 3 

4. Is the rate practical to implement? 4 

5. Is the rate easy to interpret? 5 

6. Does the rate provide revenue stability for the utility? 6 

7. Does the rate provide bill stability for customers? 7 

8. Does the rate avoid undue discrimination among customers?
6
 8 

Q. DID INTERVENORS TAKE EXCEPTION TO AUSTIN ENERGY’S 9 

PROPOSED RATE DESIGN? 10 

A. Yes.  The exact arguments made by Participants varied and will be specifically 11 

addressed in detail in other witnesses’ rebuttal testimony.  However, Austin Energy 12 

found there to be two basic arguments on residential base rate design: (1) to leave the 13 

rate design unchanged,
7
 or (2) to make only a minor change to the current base rate 14 

design.
8
  15 

Q. DO YOU AGREE WITH THE PARTICIPANTS’ PROPOSED RESIDENTIAL 16 

BASE RATE DESIGN ALTERNATIVES? 17 

A. No.  Austin Energy’s current residential base rate design is based on a 2009 test year, 18 

and residential consumption has changed greatly over the past 13 years.  In this period, 19 

the number of customers with kWh consumption in lower tiers, priced below cost-of-20 

                                                 
6
  James C. Bonbright, et al, Principles of Public Utility Rates (2d. ed. 1988). 

7
  Direct Testimony of Ezra D. Hausman, Ph.D., on behalf of Sierra Club, Public Citizen, and Solar 

United Neighbors (SCPC/SUN) at 4 (Bates 6) (Jun. 22, 2022) (Hausman Direct); Position Statement of Paul 
Robbins at 6 (Jun.  22, 2022) (P. Robbins Position Statement); and Two Women Ratepayers’ (2WR) Position 
Statement at 10 (Jun. 22, 2022) (2WR Position Statement). 

8
  Initial Presentation of Clarence L. Johnson, on behalf of ICA at 72 (Jun. 22, 2022) (Johnson 

Presentation). 
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service, has increased.  This change in consumption renders Austin Energy’s current 1 

residential rate design ineffective.  Therefore, Austin Energy is proposing fundamental 2 

changes the customer charge and the residential tier structure to address the deficiencies 3 

of the current residential base rate design.  4 

Q. SEVERAL PARTIES, INCLUDING THE ICA,
9
 PAUL ROBBINS,

10
 AND 2WR

11
 5 

TAKE ISSUE WITH THE PROPOSED REDESIGN OF THE CURRENT FIVE-6 

TIER RATE STRUCTURE.  WHAT IS YOUR RESPONSE? 7 

A. These Participants fail to acknowledge the reality of the changing consumption patterns 8 

occurring within Austin Energy’s service area.  Regarding Austin Energy’s proposed 9 

change to the residential tiered rate structure, Figures 7-24 and 7-25 in the Base Rate 10 

Filing Package illustrate the change in consumption patterns.12  Today, because of 11 

changes in technology, building codes, and other factors, customers are using less 12 

energy, on average, than when the current rate structure was designed.  As a result, 13 

more energy sales are occurring in tiers that are below cost, without sufficiently 14 

offsetting sales in higher tiers.  With fewer higher-usage customers, Austin Energy’s 15 

ability to collect adequate revenue is negatively impacted.  For this reason, a change in 16 

rate design is required.  17 

To simplify its rate structure, create a more equitable rate structure, and address 18 

the inability of tier subsidization to accomplish revenue stability, Austin Energy 19 

proposes moving all residential customers to three tiers and increasing the customer 20 

                                                 
9
  Johnson Presentation at 57-74. 

10
  P. Robbins Position Statement at 1-2. 

11
  2WR Position Statement at 7-10. 

12
  RFP at 102. 
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charge.
13

  Austin Energy also adjusted the consumption levels of the three tiers to better 1 

reflect current customer usage patterns.  Figure 7-31 of the Base Rate Filing Package 2 

illustrates Austin Energy’s proposed changes.
14

 3 

Austin Energy incurs significant costs that do not vary with the sale of energy.  4 

Those costs are recovered in base rates.  However, the current base rate design overly 5 

relies on energy sales to generate the appropriate level of revenue.  Austin Energy 6 

addresses this by proposing to increase the customer charge and reducing the rates 7 

charged in the residential tiers.  Austin Energy witness Brian Murphy also addresses 8 

these issues. 9 

Q. DO YOU AGREE WITH PARTICIPANTS WHO HAVE ARGUED THAT THE 10 

CURRENT RESIDENTIAL BASE RATE DESIGN, WHICH INCLUDES 11 

STEEP TIER PRICING, IS NECESSARY TO ENCOURAGE ENERGY 12 

EFFICIENCY?
15

 13 

A.  No.  Under Austin Energy’s proposed residential base rate design, high use customers 14 

who use more energy will continue to have higher bills, sending price signals to 15 

customers.  The current inside-city five-tier residential rate structure creates price 16 

distortion by sending incorrect pricing signals, resulting in poor economic decisions for 17 

both high and low use customers.  In addition, Austin Energy’s analysis shows that 18 

customers do not respond to tiered pricing signals.
16

  Finally, using energy-based (kWh) 19 

                                                 
13

  Id. at 109. 
14

  Id. at 110. 
15

  Johnson Presentation at 70-73; Hausman Direct at 7 (Bates 9). 
16

  RFP at 87-96. 
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tiered rates is misaligned with the fixed costs actually recovered in base rates.  Austin 1 

Energy recovers variable energy costs in the Power Supply Adjustment. 2 

Q. DO YOU AGREE WITH PARTICIPANTS WHO HAVE ARGUED THAT THE 3 

PROPOSED RESIDENTIAL RATE DESIGN UNFAIRLY IMPACTS LOW 4 

USAGE CUSTOMERS?
17

 5 

A.  No.  Work Paper H-3.1.1 in the Base Rate Filing Package shows inside city residential 6 

customers in the first residential tier (0 - 500kWh) range from 90% to 183% below 7 

cost-of-service, which correlates to more than 40% of residential customers being 8 

subsidized.
18

  As discussed further in my testimony below, these proposals are not 9 

consistent with current customer usage, continue subsidies within tiers and thus are not 10 

based on cost, and do not provide fair and equitable rates. 11 

Q.  DO YOU AGREE WITH PARTICIPANTS WHO CONTEND THAT LOW 12 

INCOME CUSTOMERS ARE NEGATIVELY IMPACTED BY THE 13 

PROPOSED AUSTIN ENERGY RESIDENTIAL RATE DESIGN?
19

 14 

A.  No.  Austin Energy’s research into usage patterns of customers enrolled in the 15 

Customer Assistance Program (CAP) indicates that these customers, on average, use 16 

more energy than non-CAP customers.
20

  In addition, CAP customers do not pay the 17 

customer charge.  Therefore, the higher customer charge (which CAP customers would 18 

not pay) and lower volumetric rates would be a benefit to CAP customers, as compared 19 

to the current rate structure. 20 

                                                 
17

  Johnson Presentation at 71; Hausman Direct at 13 (Bates 15). 
18

  RFP at 289. 
19

  Hausman Direct at 13 (Bates 15); P. Robbins Position Statement at 1-3. 
20

  RFP at 105-109. 
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Q.  HOW WOULD YOU CHARACTERIZE AUSTIN ENERGY’S RESIDENTIAL 1 

BASE RATE PROPOSAL? 2 

A.  Austin Energy’s residential base rate proposal is compliant with its financial policies
21

 3 

and bond covenants and is consistent with ratemaking principles, including gradualism.  4 

The higher customer charge decouples fixed-cost recovery from kWh sales, which are 5 

not sufficient to recover fixed-costs under the current tier structure.  The new tier 6 

structure better reflects current customer consumption, while continuing to send 7 

efficiency signals.  The proposal also reduces intra- and interclass subsidies, enhances 8 

revenue stability, and reduces customer bill volatility.  9 

III.  BASE RATE REVIEW PROCESS 10 

Q. SEVERAL PARTIES, INCLUDING THE ICA,
22

 SCPC/SUN,
23

 2WR,
24

 PAUL 11 

ROBBINS,
25

 AND NXP,
26

 COMPLAIN ABOUT THE BASE RATE REVIEW 12 

PROCESS, ARGUING GENERALLY THAT ADDITIONAL TIME AND 13 

TRANSPARENCY IS NEEDED.  WHAT IS YOUR RESPONSE? 14 

A. Austin Energy’s Base Rate Review process is unique among municipally owned 15 

utilities (MOUs) and affords the Participants the ability to thoroughly analyze Austin 16 

Energy’s proposal.  Notably, Austin Energy filed a native copy of the Cost-of-Service 17 

model with the Base Rate Filing Package, eliminating the need for Participants to 18 

request the model through discovery and the associated delay.  Discovery began 19 

                                                 
21

  See Exhibit MD-2. 
22

  Johnson Presentation at 6. 
23

  Direct Testimony of Cyrus Reed, Ph.D., on behalf of SCPC and SUN at 11 (Bates 13) (Jun. 22, 2022) 
(Reed Direct). 

24
  2WR Position Statement at 1-3. 

25
  P. Robbins Position Statement at 1. 

26
  NXP Statement of Position, Testimony of James W. Daniel at 12-14 (Jun. 22, 2022). 
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April 18, 2022, giving Participants more than two months to ask questions and receive 1 

responses before filing Position Statements on June 22, 2022.  Additionally, Austin 2 

Energy reduced the discovery response time from the traditional 20-day deadline used 3 

at the Public Utility Commission of Texas to a 14-day deadline to facilitate faster 4 

transfer of information.  In addition, Austin Energy held two Technical Conferences to 5 

allow additional opportunities for discovery.  Finally, Austin Energy agreed to an 6 

extension of the original deadline for discovery and Position Statements to allow 7 

Participants more time to ask additional questions and receive information.  The 8 

procedural schedule addresses the timing constraints of City Council, the Impartial 9 

Hearing Examiner (IHE), the Participants, and Austin Energy.  Arguments that the 10 

process was not fair or transparent, or that different procedural rules are needed, should 11 

be rejected. 12 

IV. REVENUE REQUIREMENT  13 

A. Heavy Equipment Lease 14 

Q. HAS AUSTIN ENERGY MADE AN ADJUSTMENT TO THE REVENUE 15 

REQUIREMENT BASED ON THE HEAVY EQUIPMENT LEASE FROM 16 

ALTEC? 17 

A. Yes.  Austin Energy made a known and measurable adjustment of $7,421,233 to the 18 

revenue requirement for the heavy equipment lease in its Base Rate Filing Package.
27

 19 

Q. HAS ANY PARTICIPANT PROPOSED AN ADJUSTMENT TO THIS KNOWN 20 

AND MEASUREABLE ADJUSTMENT? 21 

                                                 
27

  RFP at 39. 
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A. Yes.  ICA witness Effron proposes a downward adjustment of $7,344,072 based on FY 1 

2022 costs.28 2 

Q. DO YOU AGREE WITH MR. EFFRON’S PROPOSED ADJUSTMENT? 3 

A. No.  Austin Energy’s known and measurable adjustment is based on a fully executed 4 

lease agreement with Altec and current extensions awaiting City Council approval in 5 

September.  The Altec lease has been the historical method for which Austin Energy 6 

acquires heavy equipment for operations and has been utilized since 2007.  Austin 7 

Energy’s adjustment meets known and measurable criteria as set out in the executed 8 

contracts and extensions.  City Council has approved Altec lease extensions since the 9 

execution of the first lease agreement.  The City Council approves operating budgets 10 

on an annual basis. 11 

B. General Fund Transfer 12 

Q. WHAT IS THE GENERAL FUND TRANSFER (GFT)? 13 

A. The General Fund Transfer (GFT) is an annual transfer of revenue from Austin Energy 14 

to the City of Austin’s General Fund as authorized by Texas Government Code 15 

§ 1502.059.  The GFT is calculated and determined during the City’s budget process.  16 

The GFT is based on 12% of Austin Energy’s three-year average revenues using the 17 

current year estimate and the previous two years’ actual revenues less power supply 18 

and district cooling revenues.  The GFT is not based on earnings, margins, or profits.
29

 19 

Q. DO ANY PARTICIPANTS PRESENT ARGUMENTS REGARDING THE GFT 20 

IN THEIR POSITION STATEMENTS? 21 

                                                 
28

  Initial Presentation of David J. Effron, on behalf of ICA at 10 (Jun. 22, 2022). 
29

  Appendices to RFP at 21. 
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A. Yes.  CCARE, HURF, 2WR, NXP, and TIEC present arguments regarding the GFT. 1 

Q. DO AUSTIN ENERGY FINANCIAL POLICIES PROVIDE FOR A GFT? 2 

A. Yes, Austin Energy’s Financial Policies 12, 13, and 17 provide for and prescribe how 3 

the GFT is determined.
 30

  Austin Energy’s Financial Policies are approved by City 4 

Council. 5 

Q. HISTORICALLY, HAS AUSTIN ENERGY MADE A GFT TO THE CITY? 6 

A. Yes.  In accordance with state law, Austin Energy has made a GFT since at least 1946. 7 

Q. DO YOU AGREE WITH 2WR’S STATEMENT THAT SAYS THE COST 8 

ELEMENTS INCLUDED IN THE CUSTOMER CHARGE ARE 9 

OVERSTATED BECAUSE THEY INCLUDE A PROFIT?
31

 10 

A. No.  The GFT is a cost to Austin Energy and not a profit.  Cost elements become 11 

revenue requirement and are therefore included the GFT calculation.  As the revenue 12 

requirement increases, so does the amount of the GFT.  For further discussion, please 13 

see Austin Energy witness Grant Rabon’s rebuttal testimony. 14 

Q. WHAT IS YOUR RESPONSE TO HURF’S RELIANCE ON THE 15 

SETTLEMENT IN PUBLIC UTILITY COMMISSION DOCKET NO. 40627 TO 16 

ARGUE THAT OUTSIDE-CITY CUSTOMERS SHOULD NOT BE SUBJECT 17 

TO THE GFT? 18 

A. The settlement in Docket No. 40627
32

 was a negotiated, “black-box” settlement that 19 

did not specifically address the GFT.  The rate reduction provided to the outside-city 20 
                                                 

30
  RFP at 21. 

31
  2WR Position Statement at 9-10. 

32
  Petition By Homeowners United for Rate Fairness to Review Austin Rate Ordinance No. 20120607-

055, Docket No. 40627, Final Order (Apr. 29, 2013). 
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customers was through a general reduction to the revenue requirement, not through a 1 

reduction in GFT.  Therefore, HURF’s proposed reductions to rates for outside-city 2 

customers should be rejected. 3 

Q DO YOU AGREE WITH HURF’S STATEMENT OF POSITION ASSERTION 4 

THAT THE GFT SHOULD NOT APPLY TO OUTSIDE CITY 5 

CALCUATIONS?
33

 6 

A. No.  The GFT is calculated in accordance with Austin Energy’s Financial Policy 12.
34

  7 

Since revenue from outside city customers is included in the calculation of the GFT, 8 

cost causation dictates that outside-city customers are allocated their share of this cost.  9 

Texas Government Code § 1502.059, which specifically authorizes the transfer of 10 

revenue of any municipally owned utility system to the municipality’s general fund, 11 

does not distinguish between inside and outside-city customers. 12 

Q. DO YOU AGREE WITH HURF’S STATEMENT THAT OUTSIDE-CITY 13 

CUSTOMERS DERIVE NO BENEFIT FROM THE CITY OF AUSTIN’S 14 

EXPENDITURES OF THOSE FUNDS?
35

 15 

A. No.  While Austin Energy believes that all customers benefit from services resulting 16 

from the GFT, there is no requirement that Austin Energy be required to demonstrate 17 

any direct benefit to customers.  Additionally, HURF has provided no evidence to 18 

support its position that outside-city customers derive no benefit from the City’s 19 

expenditure of the GFT. 20 

                                                 
33

  HURF Statement of Position at 1 (Jun. 22, 2022). 
34

  RFP at 21. 
35

  HURF Statement of Position at 1. 
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Q. DO YOU AGREE WITH CCARE’S, NXP’S, AND TIEC’S ADJUSTMENT TO 1 

REDUCE THE GFT? 2 

A. No.  This will be addressed further in the rebuttal testimony of Austin Energy witness 3 

Grant Rabon. 4 

C. Contributions in Aid of Construction (CIAC) 5 

Q. DOES AUSTIN ENERGY INCLUDE CONTRIBUTIONS IN AID OF 6 

CONSTRUCTION (CIAC) IN ITS REVENUE REQUIREMENT? 7 

A. Yes.  CIAC reduces the revenue requirement as found in Schedule C-3 and the 8 

associated workpapers in the Base Rate Filing Package.36 9 

Q. WHAT IS YOUR RESPONSE TO PARTICIPANT 2WR’S STATEMENT. 10 

“2WR HAS YET TO RECEIVE ANSWERS TO HOW AE BOOKS AND 11 

TRACKS THE CIAC FUNDED CAPITAL OR HOW IT IS TREATED IN COST 12 

OF SERVICE?”
37 13 

A. Austin Energy responded to this question at both the second technical conference
38

 and 14 

in its response to 2WR RFI 3-7.
39

  Furthermore, Austin Energy discusses CIAC and its 15 

impact to rates in Section 4.2.2 of the Base Rate Filing Package.
40

 16 

Q. PARTICIPANT 2WR ASKS THE IHE TO RECOMMEND THAT COUNCIL 17 

DIRECT AUSTIN ENERGY TO TRACK ITS CAPITAL PAID FOR WITH 18 

                                                 
36

  Appendices to RFP at 86, 93-94, 97-98. 
37

  2WR Position Statement at 3. 
38

  Austin Energy’s Responses to Questions Related to Technical Conference #2 at 22-24 (Bates 53-55) 
(May 27, 2022). 

39
  Austin Energy’s Response to 2WR Third Request for Information at 48 (Jun. 22, 2022). 

40
  RFP at 31. 
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CIAC FOR PURPOSES OF RATE SETTING AND THAT THE IHE 1 

RECOMMEND CITY COUNCIL TO DIRECT THE ELECTRIC UTILITY 2 

COMMISSION TO SUPERVISE A STUDY ADDRESSING GROWTH.
41

  ARE 3 

THESE RECOMMENDATIONS NECESSARY? 4 

A. No.  City Council adopted a resolution in 2014 (City Council Resolution No. 5 

20140612-057) directing the City Manager to “plan for full cost recovery of line 6 

extensions, with an exception for certain affordable housing,” which Austin Energy has 7 

done.  Additionally, at its June 13, 2022 meeting, the Electric Utility Commission 8 

(EUC) had an extensive discussion regarding the CIAC policy and the allocation of 9 

system growth costs and voted that City Council should review the CIAC policy and 10 

Austin Energy should provide a presentation to the EUC regarding the CIAC policy.  11 

Therefore, 2WR’s recommendations are unnecessary as the EUC will be reviewing the 12 

CIAC policy over the next few months and making recommendations to City Council 13 

on possible revisions. 14 

Q. WHAT IS YOUR RESPONSE TO PARTICIPANT PAUL ROBBINS’ 15 

POSITION THAT AUSTIN ENERGY IS NOT FOLLOWING THE INTENT OF 16 

COUNCIL’S POLICY TO HAVE GROWTH PAY FOR ITSELF?
42

 17 

A. Mr. Robbins is mis-characterizing City Council Resolution No. 20140612-057.  Austin 18 

Energy’s CIAC policy as reflected in the design manual requires collection of 100% of 19 

the costs for line extensions and new infrastructure associated with requests for new 20 

electric service, with an exemption for certain affordable housing.  A customer 21 

applying for new service will be charged all estimated costs for labor and material 22 

                                                 
41

  2WR Position Statement at 3. 
42

  P. Robbins Position Statement at 11. 
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required to modify existing infrastructure and to extend service from Austin Energy’s 1 

existing infrastructure to the customer’s point of service to serve the requested load.  2 

This includes the service drop and meter. 3 

Mr. Robbins has provided no evidence that Austin Energy is not following the 4 

intent of City Council. 5 

D. Town Lake Center (TLC) Property 6 

Q. WHAT IS THE TLC PROPERTY? 7 

A. TLC is a commercial building on Barton Springs Road that Austin Energy purchased 8 

in 1989 and used as a headquarters building.  In April 2021, Austin Energy acquired a 9 

new building in the Mueller Development to use as a headquarters.  Austin Energy 10 

continues to maintain certain information technology equipment at TLC, but I expect 11 

that equipment to be moved in late summer or early fall of 2022.  12 

  Austin Energy anticipates that it will transfer TLC to the City of Austin 13 

Financial Services Division (FSD) in FY 2023 but has not finalized the terms of the 14 

transfer nor executed a memorandum of understanding for the transfer. 15 

Q. DID AUSTIN ENERGY MAKE AN ADJUSTMENT TO THE REVENUE 16 

REQUIREMENT FOR THE PROCEEDS FROM THE POTENTIAL SALE OF 17 

TLC? 18 

A. No.  19 

Q. WHAT IS YOUR RESPONSE TO PARTICIPANT 2WR’S PROPOSAL TO 20 

AMORTIZE $30.5 MILLION IN PROCEEDS FROM THE SALE OF TLC TO 21 

THE CITY OVER FIVE YEARS AS AN OFFSET TO BASE RATE COST OF 22 

SERVICE, ALLOCATED TO CUSTOMER CLASSES BASED ON THE 23 
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METHODOLOGY AUSTIN ENERGY UTILIZED IN ALLOCATING COSTS 1 

RELATED TO TLC IN THE LAST BASE RATE CASE?
43

 2 

A. Austin Energy and FSD have not entered into or agreed to a memorandum of 3 

understanding for the sale and transfer of TLC.  That memorandum would specify the 4 

amortization period, interest rate, and payment schedule.  Therefore, it does not meet 5 

the criteria of a known and measurable adjustment.  If an adjustment would be made as 6 

a result of the proceeds, then a reduction would be made to internally generated funds 7 

for construction in Schedule C-3.  Austin Energy has removed all operating costs of 8 

TLC from the revenue requirement and therefore no costs have been allocated in the 9 

base rate case. 10 

E. Biomass Plant 11 

Q. DID AUSTIN ENERGY MAKE AN ADJUSTMENT FOR THE 12 

NACOGDOCHES POWER PLANT? 13 

A. No.  Costs associated with the Nacogdoches power plant are not included in the base 14 

rates.  They are recovered through the Power Supply Adjustment, which is outside the 15 

scope of this rate review. 16 

Q. WHAT IS YOUR RESPONSE TO PARTICIPANT PAUL ROBBINS’ 17 

PROPOSAL THAT RECOMMENDATIONS FOR LOWERING THE COST OF 18 

THE NACOGDOCHES POWER PLANT NEED TO BE ANALYZED?
44

 19 

A. Paul Robbins has not recommended any specific adjustments.  The purpose of the rate 20 

review is not to explore whether gains in efficiency for specific power generation assets 21 

are attainable.  As noted above, this issue is outside the scope of this rate review. 22 

                                                 
43

  2WR Position Statement at 5. 
44

 P. Robbins Position Statement at 11. 
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A. Capital Investments in Fayette Power Plant 1 

Q. DID AUSTIN ENERGY INCLUDE OPERATING AND CAPITAL COSTS FOR 2 

FAYETTE POWER PROJECT (FPP) IN ITS REVENUE REQUIREMENT? 3 

A. Yes.  Austin Energy is a partial owner of FPP with the Lower Colorado River Authority 4 

(LCRA).  Austin Energy has attempted to exit FPP, but so far has been unable to reach 5 

a mutual agreement with LCRA to do so.  Therefore, obligations under the City’s 6 

participation agreement with LCRA continue. 7 

Q. DO YOU AGREE WITH SCPC/SUN THAT THESE COSTS SHOULD BE 8 

DISALLOWED BASED ON UNREASONABLENESS AND IMPRUDENCE?
45

 9 

A. No.  It appears that this recommended disallowance is based more on environmental 10 

policy rationale as opposed to applying appropriate ratemaking principles.  This 11 

assumption is consistent with a statement attributed to Public Citizen in an Austin 12 

Monitor article dated July 1, 2022.
46

 13 

Until Austin Energy is able to exit its share of FPP, Austin Energy has 14 

obligations under the Participation Agreement with LCRA.
47

  FPP is operational and 15 

provides benefits to Austin Energy customers and the ERCOT grid.  Costs to operate 16 

and maintain FPP included in the revenue requirement are reasonable and necessary 17 

based on ratemaking and cost recovery principles and should be approved. 18 

                                                 
45

  Hausman Direct at 24-25 (Bates 26-27). 
46

  See https://www.austinmonitor.com/stories/2022/07/environmental-advocates-say-fayette-coal-
plant-is-poisoning-residents-push-city-to-test-water/. 

47
  Exhibit MD-5.  
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B. Credit Rating and Debt Service Coverage Ratio 1 

Q. TIEC WITNESS LACONTE TAKES ISSUE WITH AUSTIN ENERGY’S 2 

CREDIT RATING AD DEBT SERVICEC COVERAGE.
48

  WHAT IS YOUR 3 

RESPONSE? 4 

A. Witness LaConte demonstrates a misunderstanding of how an MOU operates as related 5 

to its credit rating and debt service coverage. 6 

Q. HOW DOES AUSTIN ENERGY DETERMINE ITS RATES? 7 

A. Austin Energy’s rates are calculated in accordance with the Austin Energy Financial 8 

Policies and bond covenants.
49

  Austin Energy uses the cash flow methodology as 9 

outlined in Section 4.2 of the Base Rate Filing Package.
50

 10 

Q. DOES AUSTIN ENERGY SET RATES TO ACHIEVE A CERTAIN LEVEL OF 11 

CREDIT RATING? 12 

A. No.  While Austin Energy had a ‘AA’ Credit rating from Fitch until recently,
51

 it was a 13 

result of prudent management and favorable market conditions and not a product of 14 

applying criteria for a specific credit rating in its ratemaking.  On June 28, 2022, Fitch 15 

downgraded Austin Energy to ’AA-’.  Fitch cited Austin Energy’s elevated leverage, 16 

which has steadily increased during the past three years, and weaker operating cash 17 

flows primarily driven by lower base rate revenues that contributed to the utility’s rising 18 

                                                 
48

  Direct Testimony of Billie S. LaConte, on behalf of Texas Industrial Energy Consumers (TIEC) at 
6-10 (Jun. 22, 2022) (LaConte Direct). 

49
  Appendices to RFP at 20-22. 

50
  RFP at 28-29. 

51
  Appendices to RFP at 575. 
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leverage.
52

  Fitch’s ’AA-’ rating assumes that Austin Energy’s proposed $48 million 1 

revenue requirement increase is adopted.
53

 2 

Q. DOES AUSTIN ENERGY SET RATES TO ACHIEVE A SPECIFIC DEBT 3 

SERVICE COVERAGE RATIO? 4 

A. Yes, but only under specific circumstances.  Financial Policy 6 stipulates that Austin 5 

Energy sets its rates using the cash flow methodology which shall produce a minimum 6 

of a 2.0x debt service coverage;
54

 however, Austin Energy made no adjustment to 7 

increase or decrease the proposed revenue requirement to achieve a specific level of 8 

debt service coverage. 9 

Q. DID ANY PARTICIPANTS COMPARE AUSTIN ENERGY’S CREDIT 10 

RATING TO OTHER UTILITIES? 11 

A. Yes.  TIEC witness LaConte compares Austin Energy’s credit rating to four vertically-12 

integrated investor-owned utilities (IOUs).
55

  Witness LaConte further states that 13 

Austin Energy is seven rungs above investment grade status with a credit rating much 14 

higher than these four vertically-integrated IOUs.
56

 15 

Q. IS WITNESS LACONTE’S COMPARISON OF AUSTIN ENERGY CREDIT 16 

RATINGS WITH IOUS APPROPRIATE? 17 

A. No.  Austin Energy is an MOU and not an IOU.  MOUs and IOUs have very distinct 18 

capital structures.  Austin Energy does not have access to equity investments that IOUs 19 

                                                 
52

  Exhibit MD-2 at 1. 
53

  Id. 
54

  Appendices to RFP at 20. 
55

  LaConte Direct at 6. 
56

  Id. at 7. 
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enjoy.  MOUs rely upon cash from retail rates and the sale of long-term debt (bonds) 1 

to fund capital needs.  Therefore, the credit rating on debt is much more critical for an 2 

MOU than an IOU.  3 

Q. DO YOU AGREE WITH WITNESS LACONTE’S ARGUMENT THAT IT IS 4 

NOT PRUDENT FOR AUSTIN ENERGY TO HAVE ‘AA’ RATING?
57

 5 

A. No.  Austin Energy sets its rates in accordance with its Financial Policies and bond 6 

covenants.  However, Austin Energy’s former ‘AA’ rating was well within the norm of 7 

retail public power providers according to the Fitch Peer Review.
58

  There are 80 total 8 

retail public power providers in the Fitch 2021 peer review.
59

  Of those 80, 51 or 64% 9 

are rated between ’AA+’ to ’AA-’, with 21 being ’AA’.
60

  There are only eight or 10% 10 

retail public providers with ratings between ‘A-’ and ’BBB‘,
61

 which is the range of 11 

LaConte’s IOUs. 12 

Q. DOES WITNESS LACONTE ACKNOWLEDGE THAT A LOWER CREDIT 13 

RATING WILL RESULT IN A HIGHER DEBT SERVICE COST? 14 

A. Yes.  According to witness LaConte’s calculation, if Austin Energy were downgraded 15 

to an ‘A’ rating, Austin Energy’s annual debt service cost would increase by $3.6 16 

million per year.
62

 17 

Q. WHAT ARE OTHER IMPACTS OF A LOWER CREDIT RATING? 18 

                                                 
57

  LaConte Direct at 7-8. 
58

  Appendices to RFP at 572-599. 
59

  Id. at 576-580. 
60

  Id. 
61

  Id. 
62

  LaConte Direct at 8. 
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A. A lower credit rating will increase the cash collateral requirements on Austin Energy 1 

from its energy trading counterparties.  A lower credit rating may also impact the 2 

favorable terms and conditions in vendor contracts.  3 

Q. DID WITNESS LACONTE PROVIDE A DEBT SERVICE COVERAGE 4 

RATIO? 5 

A. Yes.  Witness LaConte provides a calculation in Table 4 of her testimony.
63

 6 

Q. DO YOU AGREE WITH THAT CALCULATION? 7 

A. Yes.  That calculation is provided in Austin Energy’s Response to TIEC RFI 3-3.
64

 8 

Q. DID WITNESS LACONTE MODIFY THE DEBT SERVICE COVERAGE 9 

CALCULATION? 10 

A. Yes.  Witness LaConte removes non-electric revenue and expenses to propose a debt 11 

service coverage calculation of 2.50x.
65

 12 

Q. DO YOU AGREE WITH THIS MODIFICATION? 13 

A. No.  Austin Energy uses revenue bonds for its capital financing.  Those bonds are 14 

secured by all of Austin Energy’s revenues, regardless of source.  Therefore, it is 15 

inappropriate to exclude a source of revenue and its associated expenses from the debt 16 

service coverage ratio calculation. 17 

Q. ARE THERE OTHER METHODS TO CALCULATE DEBT SERVICE 18 

COVERAGE? 19 

                                                 
63

  Id. 
64

  Austin Energy’s Response to TIEC’s Third Request for Information at 5 (Jun. 6, 2022). 
65

  LaConte Direct at 9. 
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A. Yes.  Austin Energy’s methodology to calculate debt service coverage is consistent 1 

with and complies with its Financial Policies and bond covenants.  However, credit 2 

rating agencies, such as Fitch, make additional adjustments, and it is well within their 3 

discretion to do so. 4 

Q. IS IT APPROPRIATE FOR WITNESS LACONTE TO COMPARE HER 5 

PROPOSED 2.5X DEBT SERVICE COVERAGE TO FITCH’S RANGE OF 6 

0.90X -3.96X?
66

 7 

A. No.  First, Witness LaConte’s comparison is an apples-to-oranges calculation.  Her 8 

proposed debt service coverage calculation is inappropriate because it does not include 9 

all revenues and expenses as discussed above.  Second, Fitch makes adjustments to its 10 

debt service coverage ratio that include items such as power purchase agreements and 11 

transfers.
67

 12 

Q. DOES AUSTIN ENERGY USE THE DEBT SERVICE COVERAGE RATIO 13 

FROM THE FITCH REPORT TO DETERMINE THE REVENUE 14 

REQUIREMENT? 15 

A. No.  As stated previously, Austin Energy’s rates are calculated in accordance with 16 

Austin Energy’s Financial Policies and bond covenants.
68

 17 

Q. WHAT DOES WITNESS LACONTE RECOMMEND? 18 

A. Witness LaConte recommends that Austin Energy’s return is unnecessarily high by 19 

calculating a return on equity and compare that to regulated entities as a benchmark.  20 

                                                 
66

  LaConte Direct at 10. 
67

  Appendices to RFP at 572-599. 
68

  Appendices to RFP at 20-22. 
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Specifically, Witness LaConte calculates a 12.0% return on equity versus a benchmark 1 

of 9.38%.
69

 2 

Q. DO YOU AGREE WITH WITNESS LACONTE’S PROPOSED RETURN ON 3 

EQUITY COMPARISON? 4 

A. No.  Witness LaConte admits Austin Energy does not earn a return on equity.
70

  5 

Therefore, her argument is flawed.  Austin Energy provides an implied return on rate 6 

base of 7.9% using the cash flow methodology.
71

 7 

Q. IS IT APPROPRIATE TO COMPARE AUSTIN ENERGY TO AN IOU? 8 

A. No.  Witness LaConte’s methodology is based on IOU methodology, which has a 9 

different capital structure than an MOU. 10 

Q. DO YOU AGREE WITH WITNESS LACONTE’S PROPOSED REDUCTIONS 11 

TO THE GFT AND INTERNALLY GENERATED FUNDS TO LOWER THE 12 

DEBT SERVICE COVERAGE RATIO?
72

 13 

A. No.  For further discussion, see my testimony on GFT and Austin Energy witness Grant 14 

Rabon’s testimony on internally generated funds. 15 

V. REVENUE STABILITY 16 

Q. DO YOU AGREE WITH SCPC/SUN WITNESS HAUSMAN’S CONCERN FOR 17 

REVENUE STABILITY? 18 

                                                 
69

  LaConte Direct at 10. 
70

  Id. 
71

  Appendices to RFP at 35. 
72

  LaConte Direct at 10-11. 
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A. No.  Witness Hausman demonstrates a fundamental misunderstanding of Austin 1 

Energy’s business model as an MOU. 2 

Q. WHAT IS YOUR RESPONSE TO WITNESS HAUSMAN’S ARGUMENT 3 

THAT REDUCING THE INCENTIVE FOR CUSTOMERS TO SAVE ENERGY 4 

IMPROVES FINANCIAL PREDICTABILITY BECAUSE IT WILL 5 

ULTIMATELY SELL MORE KWH AND HAVE A MORE PREDICTABLE 6 

REVENUE STREAM?
73

 7 

A. Austin Energy is an MOU, with no shareholders.  It sets rates to recover only its costs 8 

and not to maximize shareholder value.  If Austin Energy’s rates generate excess 9 

revenue, that cash is used as working capital and future rates would be reduced, as 10 

happened in 2017 when Austin Energy lowed its base rates by 6.7%. 11 

Q. WHAT IS YOUR RESPONSE TO WITNESS HAUSMAN’S ARGUMENT 12 

THAT BY RELYING MORE ON FIXED CUSTOMER CHARGES, THE 13 

UTILITY TRANSFERS RISK FROM ITS SHOULDERS ONTO THOSE OF 14 

ITS CUSTOMERS—AT THE SAME TIME ELIMINATING THE 15 

CUSTOMERS’ ABILITY TO REDUCE COSTS THROUGH GOOD ENERGY 16 

DECISION-MAKING?
74

 17 

A. Austin Energy is an MOU; all risks and rewards are borne by the customers.  Austin 18 

Energy is tasked with managing risks on behalf of its customers.  In its proposal, Austin 19 

Energy is moving residential rates closer to cost of service
75

 to send the appropriate 20 

price signals to customers for good energy decision-making.  The current inside-city 21 

                                                 
73

  Hausman Direct at 21. 
74

  Id. 
75

  RFP at 130. 
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five-tier residential rate structure creates price distortion by sending incorrect pricing 1 

signals, resulting in poor economic decisions for both high and low use customers.  The 2 

majority of residential kWh sales for the current residential rate structure occur in the 3 

first two tiers, which are below cost of service, and may lead to under investment in 4 

energy efficiency options or opportunities for those customers.
76

 5 

Q. DOES WITNESS HAUSMAN’S TESTIMONY PRIORITIZE SUCCESSFUL 6 

ENERGY EFFICIENCY OVER STABILITY AND FINANCIAL HEALTH IN 7 

RESIDENTIAL RATE DESIGN?
77

 8 

A. Yes. 9 

Q. DO YOU AGREE WITH THIS TESTIMONY? 10 

A. No.  Witness Hausman focuses on energy efficiency and does not adequately consider 11 

other important rate design tenets such as effectively yielding the total revenue 12 

requirements and providing stable revenues.  Austin Energy must set rates to comply 13 

with its Financial Policies and bond covenants.
78

  In setting these rates, Austin Energy 14 

follows standard ratemaking principles as stated in the Base Rate Filing Package.  One 15 

of these principles is to ensure the long-run financial strength of the utility.
79

  Revenue 16 

stability refers to maintaining adequate revenues and cash flow to meet costs on a year-17 

to-year basis.  Ongoing revenue stability is a key principle in ratemaking throughout 18 

the electric utility industry, as addressed by James C. Bonbright in his Principles of 19 

Public Utility Rates.
80

 20 
                                                 

76
  RFP at 111. 

77
  Hausman Direct at 21. 

78
  RFP at 20-22. 

79
  Id. at 6-10. 

80
  James C. Bonbright, et al, Principles of Public Utility Rates at 383 (2d. ed. 1988). 
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Q. DOES AUSTIN ENERGY’S PROPOSAL IN THIS PROCEEDING BALANCE 1 

THESE POLICIES FOR ENSURING THE LONG-RUN FINANCIAL 2 

STRENGTH AND STABILITY OF THE UTILITY?  3 

A. Yes.  While Austin Energy’s current rates and tariff structures do not support the long-4 

run financial strength and stability of the utility, as evident in the reasoning for the Fitch 5 

downgrade, Austin Energy’s proposed rates and tariff structures in this filing provide a 6 

more definitive solution toward the long-run financial strength and stability of the 7 

utility as well as promoting energy efficiency. 8 

Q. HAS AUSTIN ENERGY ADDRESSED THE DEFICIENCIES RESULTING 9 

FROM THE CURRENT RATES AND TARIFF STRUCTURE AND THE 10 

ADVANTAGES OF THE PROPOSED RATES AND TARIFF STRUCTURES 11 

OUTLINED IN THIS PROCEEDING?  12 

A. Yes.  As shown in Austin Energy’s Base Rate Filing Package, current rates and tariff 13 

structures do not support the long-run financial strength and stability of the utility on 14 

an ongoing basis.  Changes, specifically to the residential rate design, are required that 15 

will support the continued viability of Austin Energy to meet current and future 16 

obligations.  This has been addressed in the Base Rate Filing Package in detail.
81

 17 

VI. RATE DESIGN 18 

A. Outside the City Residential Rates 19 

Q. DOES AUSTIN ENERGY PROPOSE TO MAINTAIN SEPARATE RATES 20 

FOR OUTSIDE THE CITY RESIDENTIAL CUSTOMERS? 21 

A. No.  22 

                                                 
81

  RFP, Introduction at 10-11, 78-108; RFP, Chapter 7–Rate Design at 78-124. 
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Q. DO ANY PARTICIPANTS RECOMMEND MAINTAINING SEPARATE 1 

RATES FOR OUTSIDE THE CITY RESIDENTIAL CUSTOMERS? 2 

A. Yes.  Both HURF and the ICA make recommendations would result in separate rates 3 

for outside the city residential customers.  HURF’s recommendation was discussed 4 

earlier in my testimony. 5 

ICA witness Johnson proposes to maintain the current rates for outside the city 6 

customers because the rate proposal could be perceived as unfair by inside the city 7 

customers.
82

 8 

Q. DO YOU AGREE WITH MR. JOHNSON’S PROPOSAL? 9 

A. No.  Austin Energy proposes a single residential class which applies to all electric 10 

service for domestic purposes in each individual metered residence, apartment unit, 11 

mobile home, or other residential dwelling unit as classified by City Code or Ordinance 12 

whose point of delivery is at secondary voltage less than 12,470 volts nominal line to 13 

line located within Austin Energy’s service territory and does not distinguish by 14 

geographical location.  Mr. Johnson’s proposal is not cost-based, not fair, not equitable, 15 

and is discriminatory.  Based on Mr. Johnson’s testimony, he provides no evidence that 16 

Austin Energy’s proposed single residential rate structure is unfair to inside the city 17 

residential customers, other than an apparent preference for subsidization of inside the 18 

city residential customers by outside the city residential customers.  In addition, leaving 19 

outside the city residential customers unchanged would violate cost causation 20 

principles used in ratemaking. 21 

                                                 
82

  Johnson Presentation at 69. 
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B. Residential Rate Design - Tiers 1 

Q. DOES AUSTIN ENERGY RECOMMEND A CHANGE TO THE 2 

RESIDENTIAL RATE STRUCTURE? 3 

A. Yes.  Austin Energy is proposing several changes as noted in its Base Rate Filing 4 

Package in Section 7.3.  Those changes include increasing the customer charge from 5 

$10 to $25 per month, combining inside and outside the city residential rates into a 6 

single rate structure, and modifying the rate structure to three tiers.
83

 7 

Q. DO ANY PARTICIPANTS OBJECT TO AUSTIN ENERGY’S PROPOSED 8 

RESIDENTIAL RATE STRUCTURE? 9 

A. Yes.  ICA witness Johnson, SCPC/SUN witness Hausman, Participant Paul Robbins, 10 

and Participant 2WR object to Austin Energy’s proposed residential rate structure.  I 11 

will address each Participants’ arguments individually below. 12 

Q. WHAT ARE ICA WITNESS CLARENCE JOHNSON’S 13 

RECOMMENDATIONS CONCERNING AUSTIN ENERGY’S PROPOSED 14 

RESIDENTIAL RATE STRUCTURE? 15 

A. ICA witness Clarence Johnson recommends maintaining current outside the city rates.
84

  16 

I disagree with his proposal.  Please refer to my testimony above for discussion on 17 

outside the city rates. 18 

Witness Johnson also recommends not adopting Austin Energy’s $25 customer 19 

charge for inside the city customers.
85

  I disagree with this proposal.  Please see Austin 20 

                                                 
83

  RFP at 109-111. 
84

  Johnson Presentation at 69. 
85

  Id. at 67. 
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Energy witness Brian Murphy’s testimony for further discussion on the customer 1 

charge. 2 

Witness Johnson also objects to Austin Energy’s proposed three-tier rate structure 3 

and instead recommends a four-tier rate structure
86

 and posits the following:  4 

 Austin Energy objects because the five-tier rate structure has been too effective 5 

at promoting energy conservation.
87

 6 

 Austin Energy ignores any potential long-run reductions in utility cost which 7 

accompanies reduction in energy consumption.
88

 8 

 The effort to restructure the residential rates is likely to increase future 9 

electricity consumption.
89

 10 

 Significantly increasing rates for low usage customers and significantly 11 

decreasing rates for high usage customers runs counter to promoting energy 12 

conservation.
90

 13 

Q. DO YOU AGREE WITH MR. JOHNSON’S TESTIMONY THAT AUSTIN 14 

ENERGY STATES ITS FIVE-TIER RATE STRUCTURE HAS BEEN TOO 15 

EFFECTIVE AT PROMOTING ENERGY CONSERVATION?
91

 16 

A. No.  Austin Energy conclusively demonstrated in the Base Rate Filing Package that 17 

Austin Energy customers do not respond to tiered pricing as outlined in Section 7.2.
92

  18 

                                                 
86

  Johnson Presentation at 72. 
87

  Id. at 67. 
88

  Id. 
89

  Id. at 68. 
90

  Id. at 71. 
91

  Id. at 67. 
92

  RFP at 87-96. 
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In fact, witness Johnson admits that “most customers probably do not track their usage 1 

against tier levels.”
93

  Witness Johnson further states “However, over time customers 2 

may become aware that their total electric bill is too high and become more inclined to 3 

engage in energy efficiency activities…”
94

  Austin Energy agrees with this statement.  4 

In Austin Energy’s proposed rates, customers who have higher consumption will pay 5 

higher bills, and those bills will be price signals for those customers.  6 

Because customers do not respond to the five-tier structure, tiered rates do not 7 

necessarily contribute to energy conservation.  For further discussion on energy 8 

conservation, see Austin Energy Witness Brian Murphy’s testimony. 9 

Q. WHAT IS YOUR RESPONSE TO WITNESS JOHNSON’S CLAIM THAT 10 

AUSTIN ENERGY IGNORES ANY POTENTIAL LONG-RUN REDUCTIONS 11 

IN UTILITY COST WHICH ACCOMPANIES REDUCTION IN ENERGY 12 

CONSUMPTION?
95

 13 

A. This claim is untrue and irrelevant.  Austin Energy’s revenue requirement is based upon 14 

test year 2021 costs.  Any future reductions in utility costs would be captured in future 15 

rate reviews. 16 

Q. WHAT IS YOUR RESPONSE TO WITNESS JOHNSON’S ASSERTION THAT 17 

THE EFFORT TO RESTRUCTURE THE RESIDENTIAL RATES IS LIKELY 18 

TO INCREASE FUTURE ELECTRICITY CONSUMPTION?
96

 19 

                                                 
93

  Johnson Presentation at 71. 
94

  Id. 
95

  Id. at 67. 
96

  Id. at 68. 
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A. It is speculative, unproven, and contrary to Austin Energy’s findings.  First, witness 1 

Johnson has provided no proof that Austin Energy’s proposed rate structure would 2 

increase electricity consumption.  Second, as noted above, Austin Energy has 3 

conclusively proven that customers do not respond to tiered rate levels.  Third, average 4 

residential consumption year-over-year has declined even after Austin Energy reduced 5 

residential rates in 2017.  Fourth, Austin Energy demonstrated in Figure 7.12 in the 6 

Base Rate Filing Package that customers outside the City of Austin with three tiers had 7 

the same level of average reduction in consumption as customers inside the City of 8 

Austin who had five tiers.  Fifth, Austin Energy’s proposed rate structure still includes 9 

inclining tiers to recognize gradualism in ratemaking. 10 

Q. DO YOU AGREE WITH WITNESS JOHNSON’S ASSERTION THAT 11 

SIGNIFICANTLY INCREASING RATES FOR LOW USAGE CUSTOMERS 12 

AND SIGNIFICANTLY DECREASING RATES FOR HIGH USAGE 13 

CUSTOMERS RUNS COUNTER TO PROMOTING ENERGY 14 

CONSERVATION?
97

 15 

A. No.  First, high usage customers will continue to receive higher bills than low usage 16 

customers sending an effective price signal.  Second, as noted above, Austin Energy 17 

has conclusively proven that customers do not respond to tiered rate levels, and witness 18 

Johnson has not proven that customers do respond to tiered pricing levels.  Third, 19 

promoting energy conservation should not produce rates that are unfair, inequitable, 20 

discriminatory, and require high-use customers to subsidize low-use customers. 21 

Q. WHAT IS WITNESS JOHNSON’S PROPOSED TIER STRUCTURE? 22 

                                                 
97

  Id. at 71. 
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A. Witness Johnson proposes a four-tiered rate structure with a lower customer charge.
98

  1 

Witness Johnsons states “an inverted block rate structure can create more year-to-year 2 

revenue volatility than an energy rate structure with fewer blocks.”
99

 3 

Q. DO YOU AGREE WITH WITNESS JOHNSON’S PROPOSED RATES? 4 

A. No.  I disagree with witness Johnson’s revenue requirement and thus do not agree with 5 

witness Johnson’s proposed rates.  In addition, witness Johnson’s proposal is 6 

problematic because it expands Austin Energy’s proposed first tier of 0-300 kWh to 0-7 

500 kWh.  Witness Johnson’s first tier thus encompasses 2,080,119 bills generated, or 8 

37% of total bills in the test year.
100

  This encompasses too large percentage of bills for 9 

the first tier because this first tier would need to be well below the cost of service to 10 

create an inclined block of four tiers. 11 

Witness Johnson’s proposed second tier price is more than double his proposed 12 

first tier price,
101,102

 requiring higher usage customers to subsidize a significant portion 13 

of customer bills.  Inadequate cost recovery from low usage customers is further 14 

exacerbated by witness Johnson’s proposed low customer charge.  The significant 15 

difference between witness Johnson’s proposed first and second tier rates jeopardizes 16 

cost recovery and revenue stability and has been proven to be ineffective in sending 17 

price signals, as discussed earlier in my testimony.  18 

                                                 
98

  Id. at 72. 
99

  Id. 
100

  Appendices to RFP at 284. 
101

  Tier 2 price of 0.06200 divided by Tier 1 price of 0.02850 equals 2.18. 
102

  Johnson Presentation at 73. 
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Q. WHAT ARE WITNESS HAUSMAN’S RECOMMENDATIONS CONCERNING 1 

AUSTIN ENERGY’S PROPOSED RESIDENTIAL RATE STRUCTURE? 2 

A. Witness Hausman recommends Austin Energy’s proposed residential customer charge 3 

and revisions to the five-tier residential rate structure be rejected.
103

  Witness Hausman 4 

further recommends the City Council direct Austin Energy to develop and file an 5 

alternative rate plan
104

 that retains a rate structure that provides a strong incentive for 6 

energy efficiency and customer-sited distributed generation, that is protective of 7 

vulnerable customers, and allows those who have already implemented beneficial 8 

practices and technologies to continue to recoup their investments through reduced 9 

energy costs.
105

 10 

Additionally, witness Hausman recommends Austin Energy be directed to 11 

develop and propose a Time-of-Use rate option for customers who wish to further 12 

control their energy use and costs in ways that provide overall system benefits.
106

 13 

Q. WHAT IS YOUR RESPONSE? 14 

A. Austin Energy’s proposed rate design addresses all of the elements listed above.  15 

Chapter 7 of Austin Energy’s Base Rate Filing Package provides multiple extensive 16 

analyses supporting our proposal.
107

 17 

                                                 
103

  Hausman Direct at 4 (Bates 6). 
104

  Id. 
105

  Id. at 12 (Bates 14). 
106

  Id. at 4 (Bates 6). 
107

  RFP at 78-130. 
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Additionally, witness Hausman does not refute any analyses provided in each 1 

of these sections, nor does he provide any of his own analyses to support his 2 

recommendations.  3 

Q. WHAT DOES WITNESS HAUSMAN BASE HIS RECOMMENDATION ON? 4 

A. Witness Hausman disagrees with Austin Energy’s proposed customer charge.
108

  5 

Witness Hausman agrees that certain customer-related costs, such as meters, 6 

interconnections, and billing are essentially fixed on a per-customer basis, but does not 7 

believe this to be a reasonable characterization of capacity costs over time.
109

  Witness 8 

Hausman believes one of the great benefits of energy efficiency, customer-sited solar, 9 

and demand response is that they can delay, reduce, or eliminate the need for system 10 

expansion and distribution investments.
110

  He also asserts that once these investments 11 

are made they become sunk costs that cannot be avoided.
111

 12 

Q. DO YOU AGREE? 13 

A. I agree with the premise of Witness Hausman’s argument, but not his conclusion.  14 

Austin Energy has provided an embedded cost of service and witness Hausman’s own 15 

testimony on sunk costs supports Austin Energy’s position of a higher customer charge.  16 

Witness Hausman states “once these investments are made they become sunk costs that 17 

cannot be avoided”.
112

  The very costs that witness Hausman cites that are sunk are 18 

included in the cost of service model and both warrant and support higher customer 19 

                                                 
108

  Hausman Direct at 10 (Bates 12). 
109

  Id. 
110

  Id. at 11 (Bates 13). 
111

  Id. 
112

  Id. 
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charges.  Any future savings to customer charges would be reflected in future 1 

embedded cost of service studies. 2 

Q. DO YOU AGREE WITH WITNESS HAUSMAN’S RECOMMENDATION TO 3 

LEAVE THE CURRENT RATE DESIGN INTACT? 4 

A. No.  I will address the tier structure and Austin Energy witness Brian Murphy addresses 5 

the customer charge component. 6 

Witness Hausman states customers with high energy usage would receive a 7 

decrease in their monthly bills, as the per-kWh cost of energy falls by more than half, 8 

overwhelming the proposed increase in the fixed charge,
113

 but witness Hausman never 9 

defines what low usage customers and high usage customers are.  10 

Austin Energy provides a detailed analysis comparing its customers’ usage 11 

characteristics between 2009, when the current rate structure was developed, and 2021, 12 

the current test year.
114

  That analysis demonstrates that the definition of low usage and 13 

high usage customers must be redefined in the tier structures.  Figure 7-2 in the Base 14 

Rate Filing Package demonstrates how the definition of low usage and high usage 15 

customers has changed over time.
115

  A customer consuming 500 kWh today would be 16 

more representative of average consumption and not a low usage customer as in the 17 

past.  As can be seen in Figure 7-2, today’s low usage customer is more properly 18 

defined as a customer consuming 300 kWh or less.
116

  Austin Energy’s proposed tier 19 

                                                 
113

  Id. at 18 (Bates 20). 
114

  RFP at 78-86. 
115

  Id. at 80. 
116

  Id. 
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structure for the first tier includes customers with 0-300 kWh consumption.
117

  A typical 1 

customer falls under Austin Energy’s proposed tier structure for the second tier with 2 

consumption between 301-1200 kWh.
118

  Finally, a high usage customer falls under 3 

Austin Energy’s proposed tier structure for the third tier with consumption of greater 4 

than 1200 kWh.
119

 5 

Witness Hausman’s recommendation to maintain the current tier structure is 6 

not consistent with current customer usage, continues subsidies between tiers and thus 7 

is not based on cost, and does not provide fair and equitable rates.  Workpaper H-3.1.1 8 

shows customers consuming 251 to 500 kWh are currently 90% below cost to serve 9 

which correlates to over 40% of those residential customers being subsidized.
120

  10 

Q. DOES WITNESS HAUSMAN LINK AUSTIN ENERGY’S TIERED RATE 11 

STRUCTURE TO INVESTMENTS IN ENERGY EFFICIENCY? 12 

A. Yes.  Witness Hausman states “[c]ustomers must have an incentive to invest in energy-13 

saving equipment and to adopt energy-saving practices and must be confident that their 14 

investments will be more than repaid over a reasonable period of time through energy 15 

savings.”
121

 16 

Q. DOES WITNESS HAUSMAN’S PROPOSAL TO MAINTAIN EXISTING TIER 17 

STRUCTURES SEND ACCURATE PRICE SIGNALS? 18 

                                                 
117

  Id. 
118

  Id. 
119

  Id. 
120

  Appendices to RFP at 289. 
121

  Hausman Direct at 19 (Bates 21). 
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A. No.  As I previously discussed, the current inside-city five-tier residential rate structure 1 

creates price distortion which sends incorrect pricing signals resulting in uneconomic 2 

decisions for both high and low use customers in energy efficiency investments.  3 

Q. DOES WITNESS HAUSMAN DISPUTE THAT THE CURRENT 4 

RESIDENTIAL RATE STRUCTURE NEGATIVELY IMPACTS 5 

VULNERABLE CUSTOMERS? 6 

A. Yes.  Witness Hausman argues that Austin Energy does not support its claim, “low-7 

income CAP customers may use more energy on average than other customer” because 8 

Austin Energy compares only average usage for CAP and non-CAP customers and did 9 

not consider, for example, the number of customers at each consumption level.
122

 10 

Q. DO YOU AGREE? 11 

A. No.  Witness Hausman is incorrect.  Figure 7-28 in the Base Rate Filing Package shows 12 

that CAP customers consume more energy on average between 2012 and 2020.
123

  13 

Additionally, Figure 7-29 shows the percent of consumption (measured by customer 14 

bills) at each tier under current rates for CAP and non-CAP customers,
124

 which 15 

addresses specifically the point that Witness Hausman claims that Austin Energy did 16 

not provide. 17 

Q. DID WITNESS HAUSMAN PROVIDE ANY EVIDENCE TO SUPPORT HIS 18 

CLAIM? 19 

                                                 
122

  Hausman Direct at 13 (Bates 15). 
123

  RFP at 106. 
124

  RFP at 107. 
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A. Yes.  Witness Hausman requested the data supporting Figures 7-28 and 7-29 in SCPC 1 

3-1 as stated in footnote 12,
125

 but did not request any guidance on how to interpret the 2 

data.  Witness Hausman misinterprets the data labels as erroneous, when in fact he 3 

eliminates customers who consume a large amount of energy.  Additionally, witness 4 

Hausman eliminates bills he characterized as negative bills when in fact they were bill 5 

corrections.  By eliminating this data, witness Hausman’s results are invalid and 6 

inaccurate.  For further discussion, see the testimony of Austin Energy witness Brian 7 

Murphy. 8 

Q. DOES WITNESS HAUSMAN PROPOSE AUSTIN ENERGY CONSIDER A 9 

TIME-OF-USE RATE OPTION FOR CUSTOMERS? 10 

A. Yes.  Witness Hausman proposes Austin Energy be directed to develop and propose a 11 

time-of-use rate option for customers who wish to further control their energy use and 12 

costs in ways that provide overall system benefits.
126

 13 

Q. WHAT IS YOUR RESPONSE? 14 

A. Austin Energy currently offers multiple time-of-use rates: a load-shifting rider to all 15 

commercial customer classes and the EV360 pilot program.  In addition, Austin Energy 16 

offers other forms of time-of-use options to both residential and commercial customers.  17 

Austin Energy’s current residential time-of-use pilot program opened in 2017 and is 18 

open to 100 customers.  There is only one residential customer currently enrolled, while 19 

other customers elected to exit their participation in the pilot program.  20 

                                                 
125

  Hausman Direct at 16 (Bates 18). 
126

  Id. at 4 (Bates 6). 
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Austin Energy continues to seek opportunities to develop feasible rate options 1 

that benefit Austin Energy customers but does not support what witness Hausman 2 

proposes. 3 

Q. WHAT IS YOUR RESPONSE TO PARTICIPANT PAUL ROBBINS’ 4 

RECOMMENDATIONS THAT ANY RESIDENTIAL RATE INCREASE 5 

ULTIMATELY DETERMINED TO BE NECESSARY BE APPORTIONED ON 6 

THE SAME BASIS AS THE CURRENT RATE?
127

 7 

A. By apportioning any increase to the current rate structure, tier subsidies are 8 

exacerbated, rates move further away from cost to serve, and are neither fair nor 9 

equitable.  10 

Q. WHAT IS YOUR RESPONSE TO PARTICIPANT 2WR’S 11 

RECOMMENDATION THAT NO ADJUSTMENTS BE MADE TO THE 12 

RESIDENTIAL RATE STRUCTURE?
128

 13 

A. 2WR’s arguments in support of their recommendation have been addressed in my 14 

testimony above.  15 

VII. CONCLUSION 16 

Q. DO YOU HAVE ANY FINAL COMMENTS?  17 

A. Yes.  Austin Energy has proposed rates that are consistent with its Financial Policies 18 

and bond covenants, adhere to traditional industry ratemaking principles, and improve 19 

bill stability for all our customers.  Our proposal is supported by rigorous data analyses 20 

using actual data from our operations and customers.  The proposed rate design is 21 

                                                 
127

  P. Robbins Position Statement at 6. 
128

  2WR Position Statement at 10. 
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consistent with the most recent customer consumption patterns.  The need for an 1 

increase in revenue is evident in the recent financial trends experienced by Austin 2 

Energy and is validated by an external, independent review of Fitch Credit Rating on 3 

June 28, 2022. 4 

Q. DOES THIS CONCLUDE YOUR TESTIMONY? 5 

A. Yes. 6 
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Exhibit MD-1 - Resume  

RESUME OF MARK DOMBROSKI 

OCTOBER 2014 – PRESENT 
DEPUTY GENERAL MANAGER, CHIEF FINANCIAL & ADMINISTRATIVE 
OFFICER, AUSTIN ENERGY  
Reporting to the General Manager and operating with a high level of autonomy, I provide 
leadership, oversight, and strategic direction for support operations of Austin Energy including 
Finance, Technology and Data, Employee Development, and Corporate Support Services 
functions. I have the fiduciary responsibility for administering all financial proceedings of 
Austin Energy.  

My specific duties, functions, and responsibilities include: 
 Provides overall leadership and direction of Austin Energy’s financial and administrative 

functions. 
 Responsible for Austin Energy’s financial performance, including the alignment of 

revenues with costs, effective use of capital, and the prudent management of risk. 
 Oversees the timely and accurate recording and reporting of all financial transactions for 

Austin Energy in accordance with all applicable regulations and policies. 
 Plans, deploys, manages, and ensures the security of strategic data and technology 

resources in support of Austin Energy’s operations and customer needs. 
 Responsible for the effective and efficient planning and management of the Employee 

Development and Corporate Support Services to enable and enhance the overall 
performance of Austin Energy. 

 Accountable for the effective and efficient planning, management, and development of the 
Austin Energy financial and administrative functions workforce with an emphasis on 
diversity, equity, and inclusion. 

 Responsible for representing Austin Energy in all matters of interest with governmental 
and regulatory agencies, boards, councils, commissions, and joint partnership oversight 
bodies. 

 Advises the General Manager and other executives on matters pertaining to financial and 
administrative functions and ensures all functions are operating together effectively to 
achieve the strategic initiatives and goals. 

 Assumes Austin Energy General Manager duties and responsibilities in their absence. 

JULY 2020 – DECEMBER 2020 
INTERIM CHIEF FINANCIAL OFFICER, CITY OF AUSTIN 
I had the fiduciary responsibility for administering all financial proceedings of the City 
government, except for the assessment and collection of taxes, while overseeing the operations 
of the City's Financial Services Department, including the Budget, City Controller's Office, 
Purchasing, and Treasury. Member of the Board of Directors for the Austin Economic 
Development Corporation. 
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APRIL 2018 – AUGUST 2018 
INTERIM CHIEF OPERATING OFFICER, AUSTIN ENERGY 
I was responsible for the generation, transmission, and distribution of electricity and energy 
market operations, Information Technology (IT), district cooling and energy, strategic 
planning, and emerging technology functions. 

JANUARY 2016 – AUGUST 2016 
INTERIM GENERAL MANAGER, AUSTIN ENERGY 
Interim General Manager, January 2016 – August 2016. I was responsible for providing 
leadership and direction for all Austin Energy operations. 

NOVEMBER 2009 – OCTOBER 2014 
VICE PRESIDENT, THE REHANCEMENT GROUP, INC. 
Served as the VP for Energy and Utilities for a consulting firm based in the Washington, DC 
metro area. Responsible for all business development, client relations, and technical services 
for the company in the energy and utility sector. My focus was on energy and utility economics, 
privatization, ratemaking and intervention, capital planning, asset management, and regulatory 
analysis. The primary market was federal agencies and facilities. 

APRIL 2008 – OCTOBER 2009 
CITY MANAGER, BAINBRIDGE ISLAND, WA 
Served as both a City Administrator and City Manager for a full‐service municipal corporation, 
guiding the City in the transition from Mayor/Council form of government to a 
Council/Manager in a highly charged political environment while experiencing significant 
financial challenges. Responsible for the operations of the public works, (wet) utilities, finance, 
human resources, planning, information technology, and public safety departments with over 
150 employees and an annual budget of $55M. 

JUNE 2005 – APRIL 2008 
DIRECTOR OF FINANCE, SEATTLE CITY LIGHT 
Responsible for providing strategic leadership for all aspects of a $900 million annual budget 
preparation and reporting, rate making, financial planning, debt management, and corporate 
performance for Seattle City Light, a public power utility with more than $3B in its rate base 
and serving 380,000 retail customers in western Washington with 1,900 MW of clean hydro 
and wind power. 

MARCH 1992 – JUNE 2005 
CONSULTANT, MANAGER, SENIOR MANAGER, AND DIRECTOR, PUBLIC 
ACCOUNTING AND FINANCIAL ADVISORY SERVICES 
Performed financial, accounting, and economic consulting for large infrastructure and energy-
related projects, such as commercial land developments, refineries, and power plants. Duties 
included business valuation, complex financial modeling, economic analysis, crisis 
management, and business turnaround services. Firms included Crossroads, LLC, KPMG 
Consulting, KPMG LLP, and Price Waterhouse, LLP. 
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JUNE 1988 –MARCH 1992 (RESERVES 1992 – 1998) 
MILITARY OFFICER, UNITED STATES MARINE CORPS 
Planned, organized, and supervised military combat operations and training exercises. 
Responsible for the training and welfare of over 100 personnel as an Executive Officer of a 
combat unit. Assigned as an Operations Officer for 2,500 personnel stationed aboard five ships 
in the Mediterranean Sea. 

EDUCATION 
Master of Public Administration, Seattle University 
Bachelor of Arts, Economics and Political Economy, The University of Texas at Dallas 

CERTIFICATIONS 
Certified Energy Manager (CEM) Credential ID 18785, Association of Energy Engineers  
Certified Demand Side Manager (CDSM) Credential ID 1447, Association of Energy 
Engineers 
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Exhibit MD 2 - Austin Energy Financial Policies (last approved FY 2022 Budget) 

1. The term of debt generally shall not exceed the useful life of the asset, and in no case 
shall the term exceed 30 years.  

2. Capitalized interest shall only be considered during the construction phase of a new 
facility if the construction period exceeds seven years. The time frame for capitalizing 
interest may be three years but not more than five years. Council approval shall be 
obtained before proceeding with financing that includes capitalized interest. Note: 
Austin Energy does not use capitalized interest.  

3. Principal repayment delays shall be one to three years, but shall not exceed five years.  

4. Austin Energy shall maintain either bond insurance policies or surety bonds issued by 
highly rated (AAA) bond insurance companies, a funded debt service reserve, or a 
combination of both for its existing revenue bond issues, in accordance with the 
Combined Utility Systems Revenue Bond Covenant.  

5. A debt service reserve fund shall not be required to be established or maintained for 
the Parity Electric System Obligations so long as the “Pledged Net Revenues” of the 
System remaining after deducting the amounts expended for the Annual Debt Service 
Requirements for Prior First Lien and Prior Subordinate Lien Obligations is equal to or 
exceeds 150% of the Annual Debt Service Requirements of the Parity Electric Utility 
Obligations. If the “Pledged Net Revenues” do not equal or exceed 150% of the Annual 
Debt Service Requirements of the Parity Electric Utility Obligations, then a debt 
service reserve fund shall be established and maintained in accordance with the 
Supplemental Ordinance for such Parity Electric System Obligations.  

6. Debt service coverage of a minimum of 2.0x shall be targeted for the Electric Utility 
Bonds. All short-term debt, including commercial paper, and non-revenue obligations 
will be included at 1.0x. Note: Debt service coverage for the FY 2017-18 Budget is 
4.1x.  

7. Short-term debt, including commercial paper, shall be used when authorized for interim 
financing of capital projects and fuel and materials inventories. The term of short-term 
debt will not exceed five years. Both tax-exempt and taxable commercial paper may be 
issued in order to comply with the Internal Revenue Service rules and regulations 
applicable to Austin Energy. Total short-term debt shall generally not exceed 20% of 
outstanding long-term debt.  

8. Commercial paper may be used to finance capital improvements required for normal 
business operation for electric system additions, extensions, and improvements or 
improvements to comply with local, State and Federal mandates or regulations. 
However, this shall not apply to new nuclear generation units or conventional coal 
generation units. Commercial paper will be converted to refunding bonds when dictated 
by economic and business conditions. Both tax-exempt and taxable refunding bonds 
may be issued in order to comply with the Internal Revenue Service rules and 
regulations applicable to Austin Energy. Commercial paper may be used to finance 
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voter approved revenue bond projects before the commercial paper is converted to 
refunding bonds.  

9. Ongoing routine, preventive maintenance should be funded on a pay-as-you-go basis.  

10. Austin Energy shall maintain a minimum quick ratio of 1.50 (current assets less 
inventory divided by current liabilities). The source of this information should be the 
Comprehensive Annual Financial Report.  

11. Austin Energy shall maintain a minimum operating cash equivalent (also known as 
Working Capital) of 60 days of budgeted operations and maintenance expense, less 
power supply costs, plus the amount of additional monies required to bring the sum of 
all Austin Energy's reserves to no less than 150 days of operating and maintenance 
expense.  

12. Net revenue generated by Austin Energy shall be used for General Fund transfers, 
capital investment, repair and replacement, debt management, competitive strategies, 
and other Austin Energy requirements. Once these obligations have been met, any 
remaining net revenues will be deposited in the following order into Austin Energy’s 
reserve funds until each reserve reaches its minimum funding level: Working Capital, 
Contingency Reserve, Power Supply Stabilization Reserve, and then Capital Reserve. 
The sum of the four reserves shall be the cash equivalent of no less than 150 days of 
operating and maintenance expense.  

13. The General Fund transfer shall not exceed 12% of Austin Energy three-year average 
revenues less power supply costs and on-site energy resource revenue, calculated using 
the current year estimate and the previous two years’ actual revenues less power supply 
costs and on-site energy resource revenue from the City's Comprehensive Annual 
Financial Report.  

14. Capital projects should be financed through a combination of cash, referred to as pay-
as-you-go financing (equity contributions from current revenues), and debt. An equity 
contribution ratio between 35% and 60% is desirable.  

15. The Capital Reserve shall be created and established for providing extensions, 
additions, replacements, and improvements to the electric system. The Capital Reserve 
shall maintain a minimum cash equivalent of 50% of the previous year's electric utility 
depreciation expense.  

16. The Contingency Reserve shall be created and established for unanticipated or 
unforeseen events that reduce revenue or increase obligations, such as costs related to 
a natural disaster, extended unplanned plant outages, insurance deductibles, or 
unexpected costs created by Federal or State legislation. The Contingency Reserve may 
be used to fund unanticipated power supply expenses only after the Power Supply 
Stabilization Reserve has been fully depleted. The Contingency Reserve shall maintain 
an operating cash equivalent of 60 days of budgeted operations and maintenance 
expense, less power supply costs. In the event any portion of the Contingency Reserve 
is used, the balance will be replenished to the targeted funding level within two fiscal 
years.  
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17. Electric rates shall be designed to generate sufficient revenue, after consideration of 
interest income and miscellaneous revenue, to support (1) the full cost (direct and 
indirect) of operations including depreciation, (2) debt service, (3) General Fund 
transfer, (4) equity funding of capital investments, (5) requisite deposits of all reserve 
accounts, (6) sufficient annual debt service requirements of the Parity Electric Utility 
Obligations and other bond covenant requirements, if applicable, and (7) any other 
current obligations. In addition, Austin Energy may recommend to Council in the 
budget directing excess net revenues for General Fund transfers, capital investment, 
repair and replacement, debt management, competitive strategies and other Austin 
Energy requirements such as working capital. In addition to these requirements, electric 
rates shall be designed to generate sufficient revenue, after consideration of interest 
income and miscellaneous revenue, to ensure a minimum debt service coverage of 2.0x 
on electric utility revenue bonds. A rate adequacy review shall be completed every five 
years, at a minimum, through performing a cost of service study.   

18. A decommissioning trust shall be established external to the City to hold the proceeds 
for monies collected for the purpose of decommissioning the South Texas Nuclear 
Project. An external investment manager may be hired to administer the trust 
investments.  

19. The master ordinance of the Parity Electric System Obligations does not require a debt 
service reserve fund. Austin Energy will maintain a minimum of unrestricted cash on 
hand equal to six months debt service for the then outstanding Parity Electric System 
Obligations.  

20. Current revenue, which does not include the beginning balance, will be sufficient to 
support current expenditures (defined as “structural balance”). However, if projected 
revenue in future years is not sufficient to support projected requirements, ending 
balance may be budgeted to achieve structural balance.  

21. A Non-Nuclear Plant Decommissioning Fund shall be established to fund plant 
retirement. The amount set aside will be based on a decommissioning study of the plant 
site. Funding will be set aside over a minimum of four years prior to the expected plant 
closure.  

22. The Power Supply Stabilization Reserve shall be created and established for mitigating 
power supply cost volatility which causes frequent variation in the Power Supply 
Adjustment. The Power Supply Stabilization Reserve shall maintain a cash equivalent 
of 90 days of net power supply costs. Net power supply costs shall be defined as costs 
eligible for inclusion in the Power Supply Adjustment. The Power Supply Stabilization 
Reserve shall be funded using net revenues after meeting other obligations and 
consistent with the flow of funds schedule. 
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28 JUN 2022

Fitch Downgrades Austin, TX Electric Utility System
Rev Bonds to 'AA-'; Outlook Stable

Fitch Ratings - Austin - 28 Jun 2022: Fitch Ratings has downgraded the following electric utility system
revenue bonds issued by the City of Austin, TX to 'AA-' from 'AA':

--$1.9 billion electric utility system revenue and revenue refunding bonds;

--$50.3 million combined utility systems (prior subordinate lien) revenue bonds.

The standalone credit profile (scp) is assessed at 'aa-'.

The Rating Outlook is Stable.

ANALYTICAL CONCLUSION

The downgrade to 'AA-' reflects Austin Electric's (AE) elevated leverage, which has steadily increased
during the past three years. Weaker operating cash flows primarily driven by lower base rate revenues
contribute to the utility's rising leverage, which was already somewhat high after AE's $460 million
debt-financed purchase of Nacogdoches Power, LLC (NAC) biomass facility in fiscal 2019. Gains from
excess market sales during the 2021 winter storm event - estimated at $100 million - are being
returned to customers through a lower Power Supply Adjustment (PSA).

The Stable Outlook reflects AE's projected improvement in operating cash flows, which assumes the
implementation of AE's proposed base rate increase in January 2023. The rate adjustment remains
subject to city council approval, which AE anticipates will occur in October to November 2022. The
planned rate increase is projected to contribute an additional $48 million in base rate revenues. AE
expects additional base rate increases will be necessary to improve the utility's operating cash flows
and leverage profile on a sustained basis.

The rating also reflects Fitch's view of the elevated operating risk for public power systems located
within Electric Reliability Council of Texas (ERCOT) regional market. Operating risk for all Fitch-rated
ERCOT-based electric utilities remain constrained to an 'a' operating risk assessment due to the
ongoing ERCOT risks, including natural gas delivery concerns, counterparty risk and price volatility, all
of which were exposed during the Texas winter storm event in February 2021. Costs related to AE's
Resource Generation and Climate Protection Plan to 2030 (2030 Plan), which outlines the city's goal to
have 100% carbon-free electric generation by 2035, are not expected to materially increase in the near
term, but could increase over the longer term.

The rating also considers Austin's robust service area characteristics, including the utility's consistently
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strong customer growth rates, and the city of Austin's (general government IDR AA+/Stable) very strong
economy.

CREDIT PROFILE

AE provides exclusive electric service to over 500,000 electric customers in and around the City of
Austin. The city of Austin makes up roughly half of the utility's defined geographical service territory,
while sizeable portions of Travis and Williamson Counties make up the balance. AE is the sole supplier
of electric service in its service area with the exception of an 11 square mile area accounting for less
than 5% of the utility's service territory. The single-certified territory is not subject to retail competition
introduced in parts of Texas in 2000. Municipal utilities in the state have the option to offer retail
competition in their service areas. AE has indicated no intent to do so.

Fitch considers the system to be a related entity to the city for rating purposes given the city's oversight
of the system, including the authority to establish rates. The credit quality of the city does not currently
constrain the bond rating. However, as a result of being a related entity, AE's ratings could become
constrained by a material decline in the general credit quality of the city.

February 2021 Winter Storm Event

AE is the only Fitch-rated ERCOT public power issuer that experienced a net positive financial impact
from the winter storm event, with net revenues approximating $100 million. Like many Texas utilities,
AE experienced a surge in natural gas prices, prompted by unprecedented and prolonged below
freezing temperatures across the state; however, AE benefited financially from energy sales from its
generation fleet which more than offset the higher fuel costs and power purchased through ERCOT to
serve system load. AE's generation fleet generally performed well, with limited outage times at its
facilities during the winter storm event.

The positive financial impact from the storm are being returned directly to customers through rates. AE
began returning a portion of the net proceeds from the winter storm to customers in fiscal 2022,
partially offsetting AE's need to adjust the utility's PSA in light of the recent rise in the utility's power
supply costs. AE has returned approximately $68 million (unaudited) through May 31, 2022 and
expects to return any remaining storm-related revenues through FYE 2022, excluding any net
receivables due from ERCOT (approximately $27 million) The timing and ultimate payment amount on
the ERCOT receivable is expected to be determined following resolution of the Brazos Electric Power
Cooperative (BEPC) bankruptcy. Management does not intend to return any additional funds related to
the receivable until AE receives payment from ERCOT.

While the storm resulted in a positive financial impact for AE, AE remains exposed to meaningful
operational risk in the ERCOT market. Approximately 40% of the utility's customer base remained
without power for multiple days due to ERCOT-mandated load shedding events. Reduced customer
load, in addition to AE's strong power supply performance through most of the winter event, allowed
the utility's power generation to exceed customer usage and therefore, benefit from the excess market
sales.
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AE is required to transact energy purchases through ERCOT, which is regulated by the Public Utilities
Commission of Texas (PUCT) and governed by deregulated market principles established by the Texas
Legislature. Participation in ERCOT exposes parties to price volatility and counterparty risk, with the
potential to share in counterparty default costs. These risks were realized during the February 2021
winter storm event and Fitch believes the operating risk of ERCOT-based public power systems remains
elevated.

KEY RATING DRIVERS

Revenue Defensibility: 'aa'

Strong Customer Growth and Rate Affordability

AE's revenue defensibility is well supported by revenues from electric sales within and around the City
of Austin and electric rates that are established locally by the city council. AE's revenue defensibility
reflects rapid and sustained annual customer growth, which averaged 2.5% over the last five years.
Service area characteristics, rate flexibility, and affordability are all very favorable.

Operating Risk: 'a'

Low Operating Costs; Weaker Operating Cost Flexibility

AE's operating risk profile remains strong reflecting the utility's low operating costs at 11.1 cent/KWh in
fiscal 2021, but also considers Fitch's view of the elevated risks associated with operating in the ERCOT
market. These risks became evident during the February 2021 winter storm event in the form of
extreme price volatility and counterparty risks, both of which weaken Fitch's view of AE's operating cost
flexibility.

AE continues to transition its power supply to more renewable resources, which accounted for 61% of
AE's 2021 total energy load, up from 23% in fiscal 2015. Fitch expects the utility's operating costs to
remain relatively stable in the near term even as owned resources continue to be replaced with
renewable contracts over the next five years; however, increased reliance on ERCOT market purchases
to supplement AE's power supply further exposes AE to market price volatility.

Financial Profile: 'aa'

Elevated Leverage, Proposed Rate Increases to Improve Cash Flow

AE's financial profile showed continued weakening in fiscal 2021 as the utility's operating revenues
narrowed to a five-year historical low. Declines were primarily driven by the utility's lower base rate
revenues, which are expected to remain at lower levels in fiscal 2022, offset by the recognition of a
portion of the net revenues AE gained during the February 2021 winter storm event. Fitch expects the
implementation of AE's planned base rate increase in January 2023 would significantly improve the
utility's operating cash flows and return AE's leverage profile to levels commensurate with an 'aa'
financial profile assessment. Long-term debt is expected to trend slightly higher over the next five
years as the utility partially debt finances its capex plan, but should not materially impact the utility's
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leverage profile.

RATING SENSITIVITIES

Factors that could, individually or collectively, lead to positive rating action/upgrade:

--Improved operating cash flows resulting in projected leverage declines consistently below 7.0x in
Fitch's base and stress case scenarios;

Factors that could, individually or collectively, lead to negative rating action/downgrade:

--An inability to maintain leverage below 8.0x in Fitch's base and stress case scenarios;

--Unanticipated increases in AE's operating costs and/or capital expenditures as the utility transitions
its power supply following the closure of the Decker Creek gas-fired Units 1 & 2 (Decker units);

--Inflationary cost pressures that weaken AE's financial profile on a sustained basis;

--Legislative or regulatory changes that impose material new operating or capital costs for utilities.

Best/Worst Case Rating Scenario

International scale credit ratings of Sovereigns, Public Finance and Infrastructure issuers have a best-
case rating upgrade scenario (defined as the 99th percentile of rating transitions, measured in a
positive direction) of three notches over a three-year rating horizon; and a worst-case rating
downgrade scenario (defined as the 99th percentile of rating transitions, measured in a negative
direction) of three notches over three years. The complete span of best- and worst-case scenario credit
ratings for all rating categories ranges from 'AAA' to 'D'. Best- and worst-case scenario credit ratings are
based on historical performance. For more information about the methodology used to determine
sector-specific best- and worst-case scenario credit ratings, visit https://www.fitchratings.com/site/re/
10111579.

SECURITY

Electric-system revenue bonds are secured by net revenues of AE. The bonds are on parity with the
prior subordinate-lien obligations of the combined utility systems. The prior subordinate-lien
obligations are secured by a joint and several pledge of net revenues of the combined utility systems,
consisting of AE and Austin Water Utility (revenue bonds rated AA-/Stable). The prior subordinate-lien
obligations are rated (AA-) on par with the electric system revenue bonds, given the small amount of
debt outstanding in relation to AE's overall outstanding debt. The issuance of additional bonds secured
by the combined utility pledge is no longer permitted by the master bond ordinance, making the lien
effectively closed. The remaining prior subordinate lien bonds mature in 2025.

Revenue Defensibility

Revenue Source Characteristics
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Fitch considers AE's revenue source characteristics as very strong reflecting the electric utility's
monopolistic characteristics. Core electric revenues constitute nearly all of AE's pledged revenues to
electric bondholders, but also include the utility's chilled water business which contributed
approximately 2.2% ($28 million) of revenues during fiscal 2021.

The chilled water business is a fundamental component of the electric utility's strategy to reduce
electric usage during peak hours in order to reduce overall costs. Chilled water plants use energy
during off-hours to chill water that is used for air conditioning in commercial buildings in Austin's
urban core. Companies participating in Austin's chilled water program have constructed their buildings
to be cooled by AE's chilled water facilities and signed long-term contracts with the city for the service.
AE's residential and commercial demand response programs are also integral to AE's plan to reduce
peak demand.

Service Area Characteristics

The strength and diversity in both AE's customer base and Austin's economy continue to underpin
electric demand, thereby contributing to the utility's revenue collections. Customer growth remains
strong as evidenced by the utility's five-year CAGR of 2.5%. Energy sales growth, with a five-year CAGR
of 0.3%, is tempered relative to the utility's customer growth rates reflecting energy efficiency gains, in
addition to the utility's broader strategic investments to reduce peak demand. AE management
conservatively estimates customer and annual load growth rates of 1.7% and 0.6%, respectively, over
the next five years. Residential customers have accounted for approximately 40% of electric revenues
in recent years.

The City of Austin continues to be one of the fastest growing U.S. metro-area economies. The city is the
state capital and home to the University of Texas system's (AAA/Stable) flagship Austin campus, as well
as six other colleges and universities. The state government and higher education sectors historically
have provided stability and an economic cushion during downturns and the technology sector
continues to stimulate economic growth within the service territory.

The city's population outpaces both the state and the nation, and is estimated at nearly 1 million
residents. Wealth indicators for the area are above average with median household income at 114% of
the national average. Much like the rest of the nation, Austin's unemployment rate peaked in the
spring of 2020 (12.4% in April 2020), but rates have since dropped to 2.6% in March 2022, below the
state and national March 2022 figures of 3.9% and 3.8%, respectively.

Rate Flexibility

AE's average residential retail revenue per kilowatt hour (10.6 cents/kWh) as reported by the U.S.
Energy Information Administration in 2020 compares favorably to other large Texas utilities and the
state average. Both AE rates and statewide revenue per kWh have benefited from lower natural gas
and renewable energy costs. The low electric rates continue to contribute to AE' very affordable rates.
AE's rate affordability also benefits from the City of Austin's high median income levels, as well as AE's
lower average power consumption levels among its customer base, relative to other Texas utilities.
Fitch measures rate affordability as the total cost of residential electric service divided by median
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household income within the service territory. AE's rate affordability was 1.4% in 2020.

Electric rates are approved by the city council and are not subject to any additional oversight, although
the city hires an independent consumer advocate as part of the rate review process. AE conducts a
cost-of-service study at least once every five years to determine its base rates which account for
approximately half of AE's average residential retail bill. The majority of the remaining bill relate to
energy (i.e., PSA), regulatory (transmission costs), and community benefit charges, each of which is
reviewed at least annually and can be adjusted more frequently if needed.

Base Rate Review - Rate Increase Planned

Based on AE's cost of service study completed in April 2022, management is proposing to increase AE's
customer charge to better recover the utility's fixed operating costs and improve revenue stability.
Management anticipates the rate adjustment, in addition to the rate structure change, will increase
base rate revenues by approximately 7.6%, contributing an additional $48 million in revenues.

The rate increase appears necessary to improve AE's revenue stability and operating margins;
however, customer rate flexibility could be impacted. While the proposed base rate increase will result
in a 7.6% increase in base rate revenues, actual bill impacts will vary depending on the customer class
and energy consumption. Average residential customers (estimated at 900kWh/month) will see a 17%
monthly bill increase, primarily due to the proposed increase in the customer charge. The estimated
bill impacts exclude adjustments to energy charges, which could see upward pressure given the recent
rise in commodity prices. Customer education efforts about the rate proposal are ongoing and
management anticipates city council will vote on the proposed increase in October to November 2022
with a planned implementation in January 2023.

The current base rate review represents an interim review and follows AE's 2021 rate review, which
resulted in base rates remaining unchanged. AE last adjusted its base rates following a 2016 rate
review, in which base rates were reduced by 6.7% starting in January 2017. Future base rate reviews
are expected to consider AE's potential exit from the Fayette coal facility, in addition to an expected
decline in in certain PSA costs related to the NAC biomass facility.

The City of Austin's council maintains a stated 2% annual rate cap target. However, the 2% cap is
evaluated over time, on average, so the recent years of lower fuel and purchased power costs have
created headroom in AE's rates as compared with the 2% annual cap target put in place in 2012. Fitch
does not view the 2% annual cap target to be a practical constraint on AE's rates.

Rate Structure Considerations

Fitch believes AE's annual electric rate adjustment mechanisms are essential for the full recovery of
ongoing power costs. An additional and important cost recovery component is the recovery of line
extension costs. AE made the decision to move to 100% recovery of costs in 2015. Fiscal 2016 was the
first full year the policy was in place and cash collections have averaged $42 million annually during the
five years through fiscal 2021. Connection fees are expected to continue to recover costs associated
with AE's robust customer growth.
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Operating Risk

Low Operating Costs, Transitioning Power Supply

AE's operating costs remained low at 11.1 cents per kWh in fiscal 2021. Total utility operating costs
decreased in fiscal 2021 despite the increase in commodity costs related to the winter storm as total
fiscal 2021 energy sales declined by approximately 1.7% from fiscal 2020. Rising fuel and market prices,
in addition to other inflationary pressures, are likely to cause the operating costs to increase in fiscal
2022, but Fitch expects costs to moderate over the medium to long term as inflationary pressures
ease. Additionally, AE's pursuit of its Resource Generation and Climate Protection Plan to 2030 (2030
Plan), which outlines the city's goal to have 100% carbon-free electric generation by 2035, is not
expected to materially impact the utility's overall operating costs in the near-term, but could result in
cost increases over the longer term.

AE owns 1,860MW generation capacity, excluding the 405MW gas-fired Decker Unit 2, which ceased
operations on March 31, 2022. AE also purchases approximately 2,588MW of energy through purchase
power contracts, all of which are sourced through renewable projects located within ERCOT. While AE's
total capacity including purchased power appears larger than needed relative to AE's 2021 peak of
2,644MW, renewable generation is intermittent and only available during certain times.

Operating Cost Flexibility

AE's operating cost flexibility is assessed at weaker reflecting AE's exposure to ongoing risks associated
with the ERCOT market operating structure and volatile commodity prices, both of which were evident
during the February 2021 weather event. While AE did not suffer any negative financial impacts from
the winter event, the utility remains exposed to structural weaknesses in the ERCOT market.

While the operating risk in ERCOT remains elevated, the Public Utility Commission of Texas and ERCOT
market administrators have taken steps to limit future operational and financial risk to utilities.
Additional winterization requirements and reduced market price caps - from $9,000/kWh to $5,000/
kwh - are expected to have the most meaningful impact on overall market risk. Additionally, ERCOT
administrators expects to maintain higher reserve margins the coming years as additional generation
units come on line, which should provide additional resource adequacy. ERCOT's summer 2022
planning reserve margin increased to 23% from less than 10% during the 2019 summer.

Environmental Considerations and Clean Energy Transition

Approximately 87% of AE's annualized load was carbon-free during fiscal 2021, with renewable energy
accounting for the largest portion of the fuel supply at nearly 61% of net load during fiscal 2021 and
the remaining coming from the South Texas Project nuclear facility. However, coal generation, which
had steadily declined as a percentage of AE's fuel supply from 30% in 2017 to 19% in fiscal 2020,
increased to 25% in fiscal 2021. AE relied more heavily on its coal facility during the February 2021
winter event, which contributed to the overall increased coal power production in fiscal 2021. Excess
load was sold through the ERCOT market through bilateral sales.
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AE retired its Decker Unit 2 facility natural gas-fired facility, on March 31, 2022, in accordance with the
2030 Plan. However, AE's plan to retire its share of the Fayette coal-fired facility by the end of 2022 was
postponed indefinitely after negotiations between AE and the other joint owner, the Lower Colorado
River Authority (LCRA; AA-/Stable), stalled in late 2021. AE intends to minimize the facility's scheduled
output while it continues to run its portion of the facility, but neither AE nor LCRA has committed to a
future Fayette retirement date. The impact on AE's carbon-free generation targets remains uncertain;
however, the facility provides a physical hedge to rising natural gas prices and market price volatility
over the near to medium term. AE's financial forecast assumes the plant remains in service through at
least the next five years.

AE anticipates layering in renewable resources following the planned retirement of the utility's thermal
generation resources. Intermittency of renewable power poses some additional ERCOT price risks,
however, as AE would likely need to purchase power during periods of weaker renewable generation.

AE's robust energy risk program focused on entering into futures contracts, options and swaps,
somewhat mitigates the financial exposure of short-term price volatility. AE does not anticipate having
large open positions after the planned closure of its thermal resources.

Fitch does not expect AE's 2030 plan will meaningfully affect operating costs over the medium term.
The utility is generally well positioned to meet the goals included in the plan. The goals of the 2030 Plan
are subject to certain overarching affordability goals including the 2% rate cap target, which places a
protective limit on the overall cost and pace of AE's resource conversion.

Capital Planning and Management

Fitch calculates AE's age of plant at 15 years, which potentially reflects elevated capital needs. Fitch
expects the average of age of plant could decline as AE expects to retire older generation plants in the
near term. Capex to depreciation, which averaged just over 100% during fiscals 2015-2018, increased
substantially in fiscal 2019 due to the purchase of the NAC biomass facility, but returned to historical
levels at 106% in fiscal 2021. AE plans to accelerate the depreciation of the NAC facility through
December 2022.

AE's five-year capital improvement program (CIP; fiscals 2022-2026) includes an estimated $1.2 billion
in planned investments. The CIP includes additional spending for distribution and transmission
projects that will be needed to support the planned closure of the Decker unit 2, facilitate additional
purchase power imports into the city, and support the Austin service territory growth. Transmission
costs will be recovered through the ERCOT transmission rate that is charged proportionally across all
electric customers within ERCOT.

Financial Profile

AE's financial profile weakened in fiscal 2021, with leverage rising to 11.1x and coverage of full
obligations declining below 1.0x. Rising debt levels to fund capex, including approximately $88 million
for the construction of a new headquarters complex, contributed to the utility's elevated leverage in
fiscal 2021. AE's leverage was also impacted by the utility's weaker operating cash flows in fiscal 2021,
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which declined primarily due to lower base rate revenues.

AE's leverage, which was 5.8x in fiscal 2018, has steadily increased during the past three years due to a
combination of increased debt and weakened operating cash flows. AE's debt-financed purchase of the
NAC biomass plant for approximately $460 million in June 2019 increased AE's long-term debt burden
to $2.0 billion at FYE 2019 from $1.5 billion at FYE 2018. Weaker than projected operating cash flows in
fiscals 2020 and 2021 have also contributed to the utility's rising leverage. Fiscal 2020 operating
revenues declined following City Council's April 2020 approval to reduce rates in response to the
economic impacts from the pandemic. Coverage levels, which were also impacted by increased debt
service related to the NAC biomass facility, declined in fiscal 2020, with Fitch-calculated DSC dropping
to 1.8x from 3.4x in fiscal 2019. The utility also provided electric bill relief customers during fiscals 2020
and 2021 of $35 million and $5 million, respectively.

AE's very healthy cash and reserve balances have somewhat tempered the rise in the utility's leverage
metrics. However, AE's liquidity metrics have declined over the past 18 months as the utility used its
cash reserves to supplement the reduction in operating cash flows. Unrestricted cash balances, which
were $690 million at FYE 2020, declined to $618 million at FYE 2021 and were approximately $558
million as of Jan. 31, 2022 (unaudited). AE's financial policies include a combined reserve target amount
equal to no less than 150 days of operating and maintenance expenditures. Fitch calculated AE's days
cash on hand at FYE 2021 at approximately 217 days. AE's proposed, but not yet approved, base rate
increases are expected to steadily increase the utility's unrestricted cash balances.

Fitch Analytical Stress Test (FAST) - Base Case and Stress Case

The FAST base case scenario represents Fitch's expectation of AE's financial performance through the
five-year forecast period ending in fiscal 2026. The scenario analysis considers AE's planned base rate
increases, rate adjustment mechanisms, including the power supply adjustment, and regulatory and
community benefit charges, will continue to pass through costs to retail consumers.

Fitch expects fiscal 2022 retail electric revenue will increase substantially as AE passes through rising
power supply costs. However, excluding the benefit from the extraordinary winter storm revenues,
operating cash flows are expected to remain weaker and contribute to AE's elevated leverage in fiscal
2022, which is expected to remain near 10x at FYE 2022.

The FAST base and stress scenarios assume AE's proposed base rate increase is approved by City
Council during the fall of 2022 and implemented in January 2023 (fiscal 2023). The improved operating
cash flows in fiscal 2023 are expected to drive AE's leverage lower, remaining between 7.0x and 7.5x
through fiscal 2024. However, lower than projected operating cash flows, which would likely occur if
AE's proposed base rate increases are not approved, would pressure Fitch's assessment of AE's
leverage profile. Unanticipated capex that result in a substantial decline in cash reserves, or an
increase in debt, would also pressure AE's leverage profile. Unrestricted cash levels are expected to
increase over the next five years, but days cash on hand should remain around 200 days as the utility's
liquidity is somewhat offset by rising operating expenses.

Fitch's stress case anticipates a decline in sales in the first two years with a recovery in the final three
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years of the forecast. The stress case assumes a 5.2% decrease in year one followed by another 2.6%
decrease in year two, both of which would be sizable declines for AE given the utility's historical
customer growth; however, Fitch believes the stress is reasonable given some volatility in AE's
historical energy sales. The declines are layered on AE's conservative annual load growth assumption
of 0.6%.

AE's rate adjustment mechanisms could be implemented to mitigate a substantial decline in energy
sales or operating cash flow. However, the approval of additional incremental rate increases could
prove more challenging following the implementation of the proposed base rate increase in January
2023, a risk that is somewhat heightened given AE's pass through of the higher energy and fuel prices
in fiscal 2022. Fitch believes AE would likely increase rates to offset the rising costs, but leverage would
remain elevated over the near to medium term in a stressed scenario.

AE maintains a $27 million net cash receivable from ERCOT resulting from the 2021 winter storm. The
ultimate payment primarily depends on the resolution of the BEPC bankruptcy. Fitch did not include
these revenues in the scenario analysis.

Debt Profile

Outstanding debt, including AE's portion of the very small amount of remaining combined subordinate
lien obligations, totals approximately $2.1 billion, all of which was issued as fixed-rate obligations. The
combined subordinate lien obligations mature in 2025. AE uses its tax-exempt and taxable commercial
paper programs to fund construction, which is periodically refinanced with long-term debt. Fitch's
leverage calculation included an additional $904 million of other obligations including pension liabilities
and capitalized fixed charges for purchased power.

In addition to the sources of information identified in Fitch's applicable criteria specified below, this
action was informed by information from Lumesis.

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS KEY DRIVER OF RATING

The principal sources of information used in the analysis are described in the Applicable Criteria.

ESG Considerations

AE has an ESG Relevance Score of '4' for Exposure to Environmental Impacts due to the effects of the
February 2021 severe winter weather event, which weakens the operating flexibility assessment. The
weather event exposed deficiencies in ERCOT's market design and ability to keep the grid functioning
well in the face of an extreme weather event, which exposes AE to price volatility and counterparty risk
outside of its control, which has a negative impact on the credit profile, and is relevant to the ratings in
conjunction with other factors.

Unless otherwise disclosed in this section, the highest level of ESG credit relevance is a score of '3'. This
means ESG issues are credit-neutral or have only a minimal credit impact on the entity, either due to
their nature or the way in which they are being managed by the entity. For more information on Fitch's
ESG Relevance Scores, visit www.fitchratings.com/esg.
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DISCLAIMER & DISCLOSURES

All Fitch Ratings (Fitch) credit ratings are subject to certain limitations and disclaimers. Please read
these limitations and disclaimers by following this link: https://www.fitchratings.com/
understandingcreditratings. In addition, the following https://www.fitchratings.com/rating-definitions-
document details Fitch's rating definitions for each rating scale and rating categories, including
definitions relating to default. ESMA and the FCA are required to publish historical default rates in a
central repository in accordance with Articles 11(2) of Regulation (EC) No 1060/2009 of the European
Parliament and of the Council of 16 September 2009 and The Credit Rating Agencies (Amendment etc.)
(EU Exit) Regulations 2019 respectively.

Published ratings, criteria, and methodologies are available from this site at all times. Fitch's code of
conduct, confidentiality, conflicts of interest, affiliate firewall, compliance, and other relevant policies
and procedures are also available from the Code of Conduct section of this site. Directors and
shareholders' relevant interests are available at https://www.fitchratings.com/site/regulatory. Fitch
may have provided another permissible or ancillary service to the rated entity or its related third
parties. Details of permissible or ancillary service(s) for which the lead analyst is based in an ESMA- or
FCA-registered Fitch Ratings company (or branch of such a company) can be found on the entity
summary page for this issuer on the Fitch Ratings website.

In issuing and maintaining its ratings and in making other reports (including forecast information), Fitch
relies on factual information it receives from issuers and underwriters and from other sources Fitch
believes to be credible. Fitch conducts a reasonable investigation of the factual information relied upon
by it in accordance with its ratings methodology, and obtains reasonable verification of that
information from independent sources, to the extent such sources are available for a given security or
in a given jurisdiction. The manner of Fitch's factual investigation and the scope of the third-party
verification it obtains will vary depending on the nature of the rated security and its issuer, the
requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the
issuer is located, the availability and nature of relevant public information, access to the management
of the issuer and its advisers, the availability of pre-existing third-party verifications such as audit
reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal
opinions and other reports provided by third parties, the availability of independent and competent
third- party verification sources with respect to the particular security or in the particular jurisdiction of
the issuer, and a variety of other factors. Users of Fitch's ratings and reports should understand that
neither an enhanced factual investigation nor any third-party verification can ensure that all of the
information Fitch relies on in connection with a rating or a report will be accurate and complete.
Ultimately, the issuer and its advisers are responsible for the accuracy of the information they provide
to Fitch and to the market in offering documents and other reports. In issuing its ratings and its
reports, Fitch must rely on the work of experts, including independent auditors with respect to
financial statements and attorneys with respect to legal and tax matters. Further, ratings and forecasts
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of financial and other information are inherently forward-looking and embody assumptions and
predictions about future events that by their nature cannot be verified as facts. As a result, despite any
verification of current facts, ratings and forecasts can be affected by future events or conditions that
were not anticipated at the time a rating or forecast was issued or affirmed.

The information in this report is provided “as is” without any representation or warranty of any kind,
and Fitch does not represent or warrant that the report or any of its contents will meet any of the
requirements of a recipient of the report. A Fitch rating is an opinion as to the creditworthiness of a
security. This opinion and reports made by Fitch are based on established criteria and methodologies
that Fitch is continuously evaluating and updating. Therefore, ratings and reports are the collective
work product of Fitch and no individual, or group of individuals, is solely responsible for a rating or a
report. The rating does not address the risk of loss due to risks other than credit risk, unless such risk
is specifically mentioned. Fitch is not engaged in the offer or sale of any security. All Fitch reports have
shared authorship. Individuals identified in a Fitch report were involved in, but are not solely
responsible for, the opinions stated therein. The individuals are named for contact purposes only. A
report providing a Fitch rating is neither a prospectus nor a substitute for the information assembled,
verified and presented to investors by the issuer and its agents in connection with the sale of the
securities. Ratings may be changed or withdrawn at any time for any reason in the sole discretion of
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THE FAYETTE POWER PROJECT 

PARTICIPATION AGREEMENT 

1. PARTIES: The parties to this agreement are: CITY OF 

AUSTIN, hereinafter referred to as "Austin," and LOWER 

COLORADO RIVER AUTHORITY, hereinafter referred to <:'.S "LCRA." 

2. RECITALS: The parties, having completed a feasibility 

study, desire to eriter into this Participation Agreement 

providing for the construction, operation and maintenance of 

jointly owned and operated electric generation facilities to 

be known as the Fayette Power Project, hereinafter referred 

to as the Project. 

3. AGREEMENT: In consideration of the mutual covenants 

herein, the parties agree as follows: 

4. DEFINITIONS: The following terms, when used herein, 

shall have the meanings specified: 

4.1 ADDITIONAL GENERATING UNIT: The second or any 

subsequent Generatin3 Unit to be located on the Plant Site. 
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4.2 CAPACITY: Electrical rating expressed in mega-

watts (mw) or megavolt-amperes (mva) and based on manu-

facturer's nameplate electrical ratings where available. 

4.3 CAPITAL ADDITIONS: Any Units cf Property, land or 

interests in land which are added to the Project and which 

are not in substitution for any existing Units of Property, 

land or interests in land constituting a part of the Pro-

ject, and which in accordance with accounting practice 

should be capitalized. 

4.4 C:APIT.l>.T" BETTER"1E~!TS: 

Project, including any enlargement or improvement of any 

Units of Property constituting a part of the Project or the 

substitution therefor, where such substitution constitutes 

an enlargement or improvement as compared with that for 

which it is substituted, and which in accordance with 

accounting practice should be capitalized. 

4.5 CAPITAL IMPROVEMENTS: All or any Capital Addi-

tions, Capital Betterments, or Capital Replacements. 

4.6 CAPI'I'.AL REPLACEMENTS: The substitution of any 

Units of Property for other Units of Property constituting 

-2-

Exhibit MD-6
Page 8 of 196

076



! /I 
a part of the Project, where such substitution does not con-

stitute an enlargement or improvement of that for which it 

is substituted, and which in accordance with accounting 

practice should be capitalized. 

4.7 COMMON STATION FACILITIES: Those components 0£ 

the Project identified in Exhibit A as being for the corn.~on 

use of the initial Generating Unit and for the common use of 

any Additional Generating Units hereafter comprising the 

Project. 

4. 8 CONSTP.TJCT!O~T WOP~!<: !1.ll e~~.,.iron!!'.e:ital i.!!'.p:=.ct 

I .. ·1 
\ studies, site evaluation, acquisition of the Plant Site, 

Engineering, design, construction, contract preparation, 

supervision, expediting, inspection, accounting, testing and 

start~up for Generating Units and Common Station Facilities 

up to the time of Firm Operation and the decommissioning, 

dismantling, removal and final disposition of all components 

of the Project, including, but not by way of limitation, all 

related engineering, design, contract preparation, purchasing, 

supe~vision, expediting, inspection, accounting, testing, 

management and protection. 

-'3-

Exhibit MD-6
Page 9 of 196

077



( / l 

.4. 9 CONSTRUCTION WORK LIABILITY: Liability of a 

Participant for damage suffered by anyone other than a 

Participant which arises out of Construction Work and is not 

discharged by Project Insurance, and is not the result of 

Willful Action. 

4 .10 ENERGY: Kilowatt-·hours (kwh) . 

4.11 FIRM OPERATION: The state of completion at which 

a Generating Unit of the Project is determined by the Manage-

ment Committee to be reliable and at which such unit can 

reasonal>ly b8 expected i:o operate c:ontinuuur:;ly at its rated 
I ....... . 
\ Capacity. 

4.12 FPC ACCOUNTS: The accounts prescribed hy the 

Federal Power Commission's "Uniform System of Accounts 

Prescribed for Public Utilities and Licensees (Class A and 

Class B)" in effect as of July 1, 1974, as such system of 

accounts may be amended from time to time as maintained in 

accordance with generally accepted accounting principles. 

4.13 GENERATION ENTITLEMENT SHARE: The percentage 

entitlement of each Participant in a particular Generating 

Unit of the Project •. Each Participant's percentage entitle-

····· 1 

-4-
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ment shall be equal to such Participant's percentage owner-

ship in the particular unit at the applicable time as 

contemplated by this Participation Agreement. 

4.14 GENERATING UNIT: An electric generating unit, 

including the components thereof (steam supply system, 

turbine and generator including step-up transformers and 

other associated equipment), located on the Plant Site. A 

Generating Unit does not include Conunon Station Facilities 

but does include that portion of the Plant Site allocated 

thereto in ::::xl;ibi.L :a he.1.e·co, and in the case ot an Addi-

(/ 1 tional Generating Unit, that portion selected by the Parti-

cipant proposing the Additional Generating Unit and approved 

by the Management Conunittee. 

' 4.15 }1ANAGEMENT COMMITTEE: The cor.unittee composed of 

representatives of each Participant established pursuant to 

Section 9.1 hereof. 

4.16 MINIMUM NET GENERATION: The lowest net Power 

output at which each Generating Unit can be "reliably main-

tained in service on a continuous basis. 

4.17 NET EFFECTIVE GENERATING CAPABILITY: The maximum 

continuous ability of each Generating Unit to produce power 

-s-
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which is available to the Participants at the high voltage 

terminals of the generator step-up transformers. 

4.18 NET ENERGY GENERATION: The Energy generated by a 

Generating Unit which is available to the Participants at 

the high voltage terminals of the gene.rater step-up trans-

formers less the portions of station service requirements 

attributable to such Unit. 

4.19 PARTICIPANT: A party hereto or other entity 

acquiring an interest in the Project in accordance with this 

P~rticipation Agreement. 

( ...... 4.20 PLANT OWNERSHIP INTEREST: The percentage interest 

of the participants in the Project. Each Participant's 

percentage interest shall be equal to such Participant's 

ownership in the Common Station Facilities at the applicable 

time as contemplated by this Participation Agreement. 

4. 21 POWER: Kilowatts (kw) or mega•,;atts (mw) . 

4.22 PROJECT AGREEMENTS: This Participation Agreement, 

any construction agreements, agreements for fuel and water 

supply and such other agreements relating to the Project, as 

the Participants find necessary or desirable to designate as 

-6-
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Project Agreements, as each of such agreements is originally 

executed or as any of same may thereafter be supplemented or 

amended. 

4.23 PROJECT INSURANCE: Policies of insurance to be 

procured and maintained in accordance·with .Section 25 hereof. 

4.24 PROJECT M.~NAGER: The Participant responsible for 

the planning, construction and operation of the Project in 

accordance with this Participation Agreement and the Project 

Agreements. 

4.25 PLANT SITE: A parcel of land in Fayette County,_ 

Texas, consisting of approximately 6,400 acres and being 

generally depicted on Exhibit 3 hereto. 

4.26 PROJECT: The Plant Site and, as initially con­

templated, one coal or lignite fueled steam electri.c gener­

ating unit, having a Capacity of approximately 600 mw and 

all facilities and structures used therewith or related 

thereto and to be constructed on or adjacent to the Plant 

Site. The Project is generally described in Exhibit A 

hereto. Said definition shall also include any Additional 

Generating Unit located on the Plant Site pursuant to this 

-7-
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Participation Agreement or any of the Project Agreements and 

all facilities and structures used therewith or related 

thereto and constructed on or adjacent to the Plant Site. 

4.27 STATION WORK: Operation, maintenance, use or 

repair of the Project subsequent Lo the time of Firm Opera­

tion, including, though not by limitation, all related 

engineering, contract preparation, purchasing, supervision, 

expediting, inspection, accounting, testing, management and 

protection. 

4. 28 S'.L'ATIGN WORK LIABILl'l'I'.: Liability of one ·or more 

Participants for damage suffered by anyone other than a 

Participant which arises out of Station Work, and is not 

discharged by Project Insurance, and is not the result of 

Willful Action. 

4.29 UNIT 1: The initial Generating Unit contemplated 

for the Project. 

4.30 UNITS OF PROPERTY: Units of property as described 

in the Federal Power Commission's "List of lJnits of Property 

for Use in Connection with Uniform System of Accounts 

prescribed for Public Utilities and Licensees" in effect 

from time to time. 

-8-
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4.31 WILLFUL ACTION: 

4.31.l Action ~aken or not taken by a Parti­
cipant at the direction of its governing body or 
board, which action is knowingly or intentionally 
taken or not taken with intent to cause injury or 
damage to another. 

4.31.2 Action taken or not taken by an 
employee of a Participant, which action is inten-

· tionally taken or not taken with intent to cause 
injury or damage to another and which action or 
non-action is subsequently ratified by the Parti­
cipant employing such employee at the direction of 
its said governing body or board. 

4.31.3 Willful Action does not include 
intentional acts or omissions of a Participant for 
which a Pe.r.ticipe.:-.t. i::. lcgz.111· rc:;ponsible: 
because of the master-servant relationship 
such Participant and its employees. 

5. OWNERSHIP OF PROJECT: 

- - ., - ., --
.;:)UJ..t:::.J..:t 

between 

5.1 Each Participant shall acquire and, subject to 

adjustments as provided herein, shall initially own an 

undivided fifty percent (50%) interest in the Plant Site, 

the Common Station Facilities and Unit l as a tenant in 

common with the other Participant. 

-9-
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6. ADDITION OF GENERATING UNITS: 

6.1 A Participant may propose the construction of an 

Additional Generating Unit by written notice to the other 

Participant setting forth: 

6.1.l A general description of the proposed 
Additional Generating Unit and of proposed Capital 
Additions and Capital Betterments to the existing 
CoITJnon Station Facilities, all in the same form 
and detail as Generating Unit 1 is shown in 
Exhibit A hereto, identifying all Common Station 
Facilities proposed for use in connection with the 
proposed Additional Generating Unit or with res­
pect to which Capital Additions or Capital Better­
ments are proposed. 

6.1.2 A plat of the Plant Site depicting the 
location of the proposed Additional Generating 
Unit. 

6.1.3 An estimate of the respective costs 
of the proposed Additional Generating Unit, 
Capital Additions and Capital Betterments, all in 
reasonable detail. 

6.2 Within forty-five (45) days after service of the 

written notice given pursuant to Section 6.1 hereof, the 

Project Manager shall furnish to each Participant a state-

ment, in reasonable detail, of all actual costs (without 

depreciation) of all Construction Work attributable to the 

Common Station Facilities identified in Section 6 .1.1 

hereof, as shown on the books of such Project Manager. 

-10-
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6.3 The non-proposing Participant may elect to parti-

cipate in the proposed Additional Generating Unit, Capital 

Additions and Capital Betterments to the extent of its Plant 

Ownership Interest by written election served upon the 

proposing Participant within three (3) months after service 

of the written notice given pursuant to Section 6.1 hereof. 

Failure of a Participant to exercise said election as pro-

vided in this Section 6.3 within the time period specified 

shall be conclusively deemed to be an election not to 

participate. 

6.4 Should the non-proposing Participant elect to 0 
participate in the proposed Additional Generating Unit, the 

• proposed Additional Generating Unit, Capital Additions and 

Capital Betterments shall be constructed, operated and 

maintained in accordance with the provisions of this Parti-

cipation Agreement and the Project Agreements, shall be 

owned (subject to adjustments as provided herein) by the 

Participants in proportion to their Plant cr.;nership Inter-

ests, and shall become a part of the Project. 

6.5 Should the non-proposing Participant elect not to 

participate in the proposed Additional Generating Unit, the 

-11-
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proposing Participant shall construct, and the Project 

Manager shall operate and maintain the Jl.ddi tional Genera ting 

Unit, Capital Additions and Capital Betterments proposed 

pursuant to Section 6.1 hereof on the following basis: 

6.5.1 The Additional Generating Unit shall 
be owned by the proposing Participan~. 

6.5.2 Within two (2) months after the proposing 
Participant has determined the actual costs of the 
Capital Additions and Capital Betterments to the 
previously existing Corrunon Station Facilities 
undertaken in conjunction with the Additional 
Generating Unit, the Project Manager shall furnish 
to each Participant a statement, supplemental to 
the statement furnished pursuant to Section 6.2 
hereof, setting forth the costs shown in the 
statement furnished pursuant to Section 6.2 hereof 
and the actual costs of said Capital Additions and 
Capital Betterments. IH thin one ( 1) month after 
receiving the statement called for in this Section 
6.5.2, the Participant owning the Additional 
Generating Unit shall make a cash payment to the 
other Participant equal to the amount, if any, by 
which: (i) the product of the total costs shown 
in the statement called for in this Section 6.5.2 
times a fraction, the numerator of which is the 
nameplate rating of the Additional Generating Unit 
and the denominator of which is the sum of the 
nameplate ratings of all Generating Units includ­
ing those agreed upon, under construction, com­
pleted and the Additional Generating Unit; exceeds 
(ii) the actual costs of said Capital Additions 
and Capital Betterments. Thereafter, the Plant 
·Site (exclusive of the portions thereof allocated 
to all Generating Units theretofore agreed upon or 
permitted under this Participation Agreement or 

-12-
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any of the Project Agreements or allocated to the 
Additional Generating Unit) and the Co~Jnon Station 
Facilities shall be owned by the Participants, as 
tenants in common, in the proportion that the sum 
of the interests of each Participant in all Gener­
ating Units (including the Additional Generating 
Unit) bears to the sum of the interests of both 
Participants in all Generating Units (including 
the Additional Generating Unit) and appropriate 
transfers of interests shall be made. 

6.5.3 The Participant proposing the Addi­
tional Generating Unit and the Capital Additions 
and Capital Betterments to existing Common Station 
Facilities shall provide as needed the construc­
tion costs of the Additional Generating Unit and 
of said Capital Additions and Capital Betterments 
and the operation and maintenance costs of the 
Additional Generating Unit. The operation and 
maintenance costs of the Common Station Facilities 
to which said Capital Additions and Capital 
Betterments relate shall be shared a~d paid by 
the Participants in proportion to their adjusted 
Plant Ownership Interest resulting from the 
Additional Generating Unit. 

7. · GENERATING CAPACITY AND ENERGY ENTITLEMENTS: 

7.1 The Capacity entitlement of each Participant in 

each Generating Unit of the Project shall be the product of 

its Generation Entitlement Share in such Generating Unit and 

the Net Effective Generating Capability of such Generating 

Unit. 

-13-
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7. 2 Each Participant shall be entitled to schedule for· 

its account Power and Energy from any Generating Unit up t.o 

the amount of its available Capacity entitlement in such 

Generating Unit. 

7.3 When a Participant requests operation of a Gener­

ating unit, each Participant shall, unless otherwise mutually 

agreed, schedule for its account its share of Minimum Net 

Generation which shall be the product of its Generation 

Entitlement Share in said Generating Unit and the Minimum 

Net Generation established for such Generating Unit. At any 

time a Participant has scheduled from any Generating Unit an 

amount of Power in excess of its share of Minimum Net 

Generation, then the other Participant shall only be obli­

gated to schedule for its account an amount of Power equal 

to the product of its Generation Entitlement Share and the 

remaining amount of Minimum Net Generation established for 

such Generating Unit provided that such reductions do not 

result in economic detriment to any Partici'pant. 

7.4 Operation of any Generating Unit by the Project 

Manager shall be subject to scheduled outages or curtail­

ments, operating emergencies and unscheduled outages or 

curtailments of such Generatihg Unit. 

-14-
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B. DELIVERY AND Tl'J\.~7SMISSION; 

B.l Power and Energy shall be metered and delivered 

to the transmission 3ystems of the Participants at the 

Project switchyard and shall be accounted for in accordance 

with the scheduli~g of the respective Participants. 

B.2 Each Participant shall design, construct, own, 

operate and maintain the transmission facilities necessary ; t , 
."7\ ·• 

to connect its system to the high vol tege buf-in the !?roj ect '' ·' 

----
switchyard, with the objective of permitting each Partici-

.••• :"I - . 
L.l.llUl:::.1. ,,ul.ll•dl ui,;ercitlng conditions its 

Generation Entitleffient Share from units of the Project to 

its system in a manner which will not unreasonably affect 

the operation cf the electric system of the other Partici-

pant or the interconnected systems of others. 

8.3 Each Participant shall be entitled to the exclu-

sive use of so much of the Plant Site as may be necessary to 

construct and connect its transmission facilities to the 

high voltage bus in the Project switchyard as generally 

shown. in Exhibit A hereto, provided the actual location and 

construction schedule of such transmission facilities shall 

be subject to approval of the Management Committee. 

-15-
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9. ADMINISTRATION: 

9.1 As a means of securing effective cooperation and 

interchange of information and of providing consultation on 

a prompt and orderly basis among the Participants in connec-

tion with various administrative and technical problems 

which may arise from time to time in connection with the 

terms and conditions of this Participation Agreement or the 

Project Agreements, the Participants hereby establish the 

Management Committee. 

9. /. The 1'-1~n~.gem~nt Cornr!l.ittee sh?.11 1'e comr')sed of t1.·.70 

representatives of each Participant and one alternate for 

each such representative who shall be designated by the 

Participant represented by written notice to the other 

Participant. 

9.3 The Management Committee shall: 

9.3.1 Provide liaison among the Participants 
at the management level and between them and the 
Project Manager; 

9.3.2 Exercise general supervision over the 
Committees established pursuant to Section 9.8 
hereof; 

9.3.3 Consider and act upon matters referred 
to it by the committees established pursuant to 
Section 9.8 hereof; 

-16-
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9.3.4 Perform such.other functions and 
duties as may be assigned to it in this. Partici­
pation Agreement or in the Project Agreements; 

9.3.5 Review, discuss and act upon disputes 
among the Participants arising under this Parti­
cipation Agreement or the Project Agreements; 

9.3.6 Review and act upon the Project 
Manager's recorrunendations concerning: 

9.3.6.1 Bids and proposals for water. 
supply, water rights and fuel other than coal 
and the furnishing of engineering services 
and studies, bids and proposals from vendors 
for the purcI'.ase and procurement of the 
equipment, apparatus, machinery, materials 
and supplies and bids and proposals from con-

of Construction and Station Work if the .. 
obligation to be incurred exceeds the sum of 
$15,000; 

9.3.6.2 The Project Insurance to be 
procured and maintained, including insurance 
values, limits, deductibles, retentions and 
other special terms; 

9.3.6.3 The annual capital expenditures 
budget, annual manpower table and budget, and 
annual operation and maintenance budget, in­
cluding guidelines for the utilization of Pro­
ject Manager's employees; 

9.3.6.4 The planned outages,• schedules 
for maintenance and the manner of selection 
of any maintenance contractor for contract 
maintenance.iacluded in the annual operation 
and maintenance budget; 

9.3.6.5 The policies for establishing 
the inventories for spare parts, materials 
and supplies: 
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9.3.6.6 The written statistical and 
administrative rcpcrts, written budgets, and 
information and other similar records, and 
the form thereof, to be kept by the Project 
Manager (excluding accounting records used 
internally by the Project Manager for the 
purpose of accumulating financial and sta­
tistical data, such as books of original 
entry,. ledgers, work papers, and source 
documents) ; 

9. 3. 6·. 7 The procedures for determining 
Net Effective Generating Capability, Minimum 
Net Generation and other Capacities of each 
Generating Unit and several Generating Units; 

9.3.6.8 The procedures .for determining 
capital expenditures; 

9.3.6.9 The procedures for performance 
and efficiency testing; 

9.3.6.10 The procedures for maintaining 
complete and accurate fuel, Power and Energy 
accounting; 

9.3.6.11 The written statement of 
operating practices and procedures; 

9.3.6.12 The list of transportation and 
motorized equipment to be owned or leased by 
the Project Manager for Station Worl:; 

9.3.6.13 The establishment of practices 
and procedures for keeping each Participant 
advised of the Net Effective Generating Cap­
ability and for the delivery of Power and 
Energy from the Project in accordance with 
the Participants' schedule (such practices 
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and procedures to provide for modifying said 
schedules to meet the needs of day-to-day or 
hour-by-hour ope-:ation, including emergencies 
on a Participant's system); 

9.3.6.14 The establishment of procedures 
for the operation of the Project during 
periods of curtailed operations which reduce 
or may reduce the Net Effective Generating 
Cafability; 

9.3.6.15 The establishment of criteria 
for determination of date of Firm Operation; 

9.3.7 Either Participant through its repre­
sentatives on the Management Committee may request 
a recommendation or report from the Project Manager 
on any matter relating to the Project. Such 
recommenda ti nn nr rPpor1: sh?.11 be furnished 
within a reasonable time; 

9.3.8 Arrange for annual audits of the 
records maintained by the Project Manager in its 
performance of Construction Work and Station Work 
and other company records maintained by the 
Project Manager in support of its billings to the 
Participants; and 

9.3.9 Arrange for certification by a nation­
ally recognized firm of Independent Certified 
Public Accountants to the Participants that the 
Project Manager's accounting methods and records, 
including any allocations for Construction Work 
and Station Work, as the case may be, ·are in 
accordance with this Participation Agreement, the 
Project Agreements and sound accounting practice. 

9.4 All matters coming under the authority of the 

Management Committee·shall be decided by majority vote of 

the members of the Committee with each member having equal 

voting rights. All decisions reached by the Management 
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Committee on matters concerning the Project and properly 

before the Management Committee for decision pursuant to the 

terms of this Participation Agreement or the Project Agree­

ments shall be binding upon all Participants. 

9.5 The Management Committee shall designate one of 

its members as Chairman and another as Vice Chairman, and 

shall appoint a Secretary and an Assistant Secretary, 

neither of whom need be a member of the Management Com-

mittee, and the committee shall keep such minutes of its 

meetings as the committee shall determine-, provided a 

written record shall be made by the Committee of all of its 

actions and decisions. 

9.6 Neither the Management Committee nor any of its 

appointed committees shall have any authority to modify any 

of the terms, covenants or conditions of this Participation 

Agreement or of the Project Agreements. 

9.7 Each Participant shall give prompt written notice 

to the other Participant of any change in the designation of 

its representatives on the Management Committee. Any 

representative appearing at a committee meeting shall be 

deemed to have authority to act on behalf of the Participant 
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he represents unless the Participant represented has desig-

nated another representative as provided in Section 9.2 

hereof. 

9.8 The Management Committee shall have the right to 

establish temporary or permanent corrunittees. The authority 

and duties of any such corrunittee shall be set forth in 

writing and shall be subject to the provisions of this 

Participation Agreement and the Project Agreements. 

10.1 The Project Manager for the Project shall be LCRA. 

10.2 Austin hereby appoints the Project Manager as its 

agent and the Project Manager shall undertake as Austin's 

agent and ~s principal on its own behalf the responsibility 

for the performance and completion of Construction Work and 

Station Work required by this Participation Agreement. 

10.3 Subject to this Participation Agreement, the 

Project Manager shall: 

10.3.1 Provide for and obtain all studies 
(including environmental impact studies and pre­
liminary safety analyses) , permits and licenses 
necessary for the construction and operation of 
the Project. 
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10.3.2 Acquire· the Plant Site in accordance 
with the parameters set forth in Section 31 hereof, 
such acquisition to be for the initial benefit, 
and at the cost, of the Participants in the pro­
portions set forth in Section 5.1. 

10.3.3 Supply the Participants with copies 
of all studies made, license and permit applica­
tions filed and licenses and permits obtained. 

10.3.4 Obtain bids and negotiate proposals 
for the furnishing of engineering services and 
studies necessary for the performance and comple­
tion of Construction Work. 

10.3.5 Obtain bids and negotiate proposals 
from vendors for the purchase and procurement of 
the equipment, apparatus, machinery, materials. 
tools and supplies necessary for the performance 
and completion or Construction Work. 

10.3.6 Obtain bids and negotiate proposals 
from contractors for the performance and comple­
tion of each component of Construction Work. 

10.3.7 Review with the Management Committee 
all bids and proposals obtained under 10.3.4, 
10.3.5, and 10.3.6 above and execute such contracts 
and accept bids and proposals as authorized by the 
Management Committee in the name of the Project 
Manager, acting as principal on its own behalf and 
as agent for Austin,'except that Project Manager 
is authorized to execute contracts and accept bids 
involving expenditures of less than $15,000 without 
authorization of the Management Committee, subject 
to all legal requirements in respect to competitive 
bidding. 

10.3.8 Transmit as received from consult­
ants, contractors or vendors all correspondence, 
studies, specifications and drawings related to 
the Project to the Management Committee' for review 
and r.o:\::-;'.::ni_. 
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10.3.9 Furnish Participants with duplicate 
original copies of all contracts with the contrac­
tors, subcontractors and vendors. 

10.3.10 Arrange for the placement of Project 
Insurance pursuant to Section 25 hereof. 

10.3.ll Determine what contractors, if any, 
shall be required to furnish any portion of 
Construction Insurance, other insurance and faith­
ful performance and payment bonds. 

10.3.12 Investigate, adjust, and settle 
claims arising out of or attributable to Construc­
tion Work or Station Work, the past or future 
performance or nonperformance of the obligations 
and duties of either Participant (including the 
Project Manager) under or pursuant to this Parti­
cipation Agreement, or the paot or future per­
formance or nonperformance of Construction Work 
and Station Work, including but not limited to any 
claim resulting from death or injury to persons or 
damage to property for which payment shall not be 
made on account of valid and collectible Project 
Insurance or other valid and collectible insurance 
carried by either Participant, and present and 
prosecute claims against any insurer or other 
party for losses and damages in connection with 
Construction Work or Station Work. The terms of 
this Section 10.3.12 shall not include claims 
involving Willful Action by the Project Manager. 
The authorization from the Management Committee 
shall be obtained by the Project Manager before 
any claim or combination of claims arising out of 
the same transaction or incident is settled for 
more than One Hundred Thousand Dollars ($100,000.00), 
or the amount of any Project Insurance deductible, 
whichever may be greater. 

10.3.13 Assist any insurer in the investiga­
tion, adjustment and settlement of any loss or 
claim. 

_., ") _ 

Exhibit MD-6
Page 29 of 196

097



(····· 

10.3.14 Administer and enforce contracts in 
the name of the Project Manager, acting as princi­
pal on its own behalf and as agent for Austin. 

10.3.15 Comply with (i) any and all laws and 
regulations applicable to the performance of 
Construction Work or Station Work, and (ii) the 
terms and conditions of any contract relating to 
Construction Work or Station Work. 

10.3.16 Expend the funds advanced to the 
Project Manager in accordance with the terms and 
conditions of this Participation Agreement. 

10.3.17 Keep and maintain records of monies 
received and expended, obligations incurred, 
credits accrued, estimates of Construction Costs 
(excluding ad valorem taxes and interest during 
construction) and. com::racts entered into in the 
performance of Construction Work, and make such 
records available for inspection by the other 
Participant at reasonable times and places. 

10.3.18 Not suffer any liens in connection 
with Construction Work or Station Work to remain 
in ef_fect unsatisfied against ·the Project (other 
than liens permitted under the Project Agreements, 
liens for taxes and assessments not yet delin­
quent, liens for workmen's compensation awards, 
and liens for labor and material not yet per­
fected); provided, however, that the Project 
Manager shall not be required to pay or discharge 
any such lien as long as the Project Manager in 
good faith shall be contesting the same which 
shall operate during the pendency thereof to 
prevent the collection or enforcement of such lien 
.so contested. 

10.3.19. As soon as practicable after the 
Date of Firm Operation of Unit 1, provide each 
Participant with a summary of the estimated con­
struction costs applicable to such unit and the 
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.. common facilities in a form which wil 1 allow each 
such Participant to classify such Construction 
Costs to appropriate accounts and by Units of 
Property. 

10.3.20 Provide each Participant with all 
necessary and required records and information 
pertaining to the performance of Construction 
Work, including a monthly progress report. 

10.3.21 Keep each Participant fully and 
promptly informed of any known default under ':he 
provisions of this Participation Agreement. 

10.3.22 As soon as practicable after the 
commencement of Construction Work, furnish each 
Participant with a detailed forecast of total 
Construction Costs. Said forecast shall be re-
vised and £urnlshed to each ~articipant eve~y 
three (3) months thereafter until completion of 
Construction Work, provided, that any significant 
changes in said forecast shall be submitted to 
each Participant as soon as practicable after such 
changes become evident. In addition, and as soon 
as practicable after commencement of Construction 
Work, furnish each Participant a detailed monthly 
forecast of each Participant's estimated expenditures 
for the succeeding month for Construction Work, 
which said forecast shall be furnished each Participant 
monthly thereafter until completion of Construction 
Work. 

10.3.23 Furnish each Participant any informa­
tion reasonably available pertaining to Construc­
tion Work that will assist said Participant in 
responding to a request for such information by 
any federal, state or local authority. 

10.3.24 Use its best efforts in the per­
formance of its responsibilities hereunder to 
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effect the completion of Construction Work in 
accordance with the scheduled Date of Firm 
Operation. 

10.3.25 Keep each Participant fully and 
promptly advised of the major developments in 
connection with the performance and completion of 
Construction Work. 

10.3.26 Prepare and distribute the Final 
Completion Report to each Participant within 
eighteen months after the date of Firm .operation 
of Unit 1. 

10.3.27 Conduct tests to verify that speci­
fied characteristics of equipment items have been 
achieved and, if necessary, make or arrange for 
final equipment modifications to meet the speci­
fieci requirements thereof. 

10.3.28 Obtain and enforce ahy and all 
customary warranties on equipment, facilities, and 
materials furnished for the Project. 

10.3.29 Perform the Station Work in accord­
ance with generally accepted practices in the 
electric utility industry as such practices may 
be affected by the design and operational 
characteristics of the Generating Unit and the 
Common Facilities, the quality and quantity of 
fuel available, the rights and obligations of the 
Participants under the Project Agreements, and any 
other special circumstances affecting the Station 
Work. 

10.3.30 Execute, enforce, and comply with 
all contracts entered into in the name of the 
Project Manager, acting as principal on its own 
behalf and as agent for the other Participant, in 
connection with the performance of Station Work 
which has been authorized by the Management Corrunittee. 
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10.3.31 Furnish and train the necessary 
personnel for performance of Station Work. 

10.3.32 Comply with any and all laws and 
regulations applicable to the performance of 
Station Work. 

10.3.33 Purchase and procure, with the 
approval of the Management Committee, the equip­
ment, apparatus, machinery, tools, materials and 
supplies and spare parts necessary for the per­
formance of Station Work, however, the Project 
Manager shall not need such approval for any 
purchase costing less than $15,000. 

10.3.34 Keep and maintain records of monies 
received and expended, obligations incurred, 
credits accrued, and contracts entered into in 
connection with the performance of Station Work 
and make such records available for inspection 
by the other Participant at reasonable times and 
places. 

10.3.35 Keep each Participant fully and 
promptly advised of major changes in conditions 
or other major developments wnich affect the per­
formance of Station Work, and furnish each Parti­
cipant with copies of any notices given or received 
pursuant to the Project Agreements. 

10.3.36 Determine Net Effective Generating 
Capabilities; Minimum Net Generation ar,d other 
capacities for each Generating Unit and several 
Generating Units. 

10.3.37 Upon the request of either Partici­
·pant, provide such Participant a copy of any 
report, record, list, budget, manual, accounting 
or billing summary, classification of accounts or 
other documents or revisions of any of the afore­
said it~ms, all RS prepared in accordance with 
thi.s ?~~tici?Jtic~ ;.::~e:~~nt. 
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10.3.38 Administer and enforce all Project 
Agreeme!'1ts with '.l'nird Parties relating to Station 
Nork. 

10.3.39 Accept and supervise deliveries of 
fuel for the Project in accordance with the 
applicable agreements. 

10.3.40 Keep each Participant fully and 
promptly informed of any known default of the 
Project Agreements. 

10.3.41 Periodically test or arrange for 
testing of all meters used to measure Power and 
Energy. Either Participant may ask for a test of 
such meters, and it will be the duty of the 
Project Manager to inform the other Participant 
in advance so it may have representatives pre-

Any .su.cl1 L12st sl1all L~ i18lU 
at a reasonable time and each Participant shall 
bear its own Costs therefor. 

10.3.42 Maintain plant charts and operating 
records as may be required for reporting to regu­
latory agencies having jurisdiction. 

10.3.43 Establish, periodically review and 
from time to time, revise and submit to the 
Management Committee for review and approval the 
following information: 

10.3.43.1 Manning requirements and 
manning table including administrative, 
engineering, operating and maintenance 
personnel. 

10.3.43.2 Safety procedures for the 
protection of personnel, for removing equip­
ment and systems, including clearance pro­
cedures for removing equipment from service 
for inspection, test and maintenance. 
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10.3.43.3 A book of "Plant Operation , 
Orders" listing all permanent or semipermanent 
instructions to operating personnel. 

10.3.43.4 A book of "Equipment Operating 
Instructions" outlining standard procedures 
for equipment and systems startup, operation 
and shutdown. 

10.3.43.5 A book of ''Preventative 
Maintenance Instructions and Schedules'' 
outlining standard procedures, schedules and 
testing for performing mechanical, electrical, 
and instrument maintenance. 

10.3.43.6 Procedures for training 
operating and maintenance personnel. 

lQ. 3. ~t!. P.rcp~::c ~:!d ~u.~w;. t tu t.l1e i·la.lJ.d<:::lt=Jll8lJ. t 
committee recommendations for the acquisition of 
necessary water supply and water rights. 

CONSTRUCTION SCHEDULES: 

11.1 Construction of the Project has been planned with 

the objective of having Unit 1 available for Firm Operation 

by April 1978. 

12. CONSTRUCTION COSTS: 

12.1 Construction Costs shall consist of payments made 

and obligations incurred (other than obligations for inter-

est during construction) for the account of Construction 

Work and shall consist of, b'~t not be limited to, the 

following: 
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12.1.l All costs of labor, services and 
studies performed in connection with Construction 
Work, if authorized and approved as provided 
herein. 

12.1.2 Payroll and other expenses of the 
Project Manager's employees while performing 
Construction Work, including properly allocated 
labor loading charges, such as department over­
head, time-off allowances, payroll taxes, workmen's 
compensation insurance, retirement and death 
benefits and employee benefits. 

12.1.3 All components of Construction Costs, 
including overhead costs associated with construc­
tion (including the allowance for the Project 
Manager's administrative and general expenses 
described in Section 12.4 hereof), costs of 
temporary facilities, land and land rights, 
structures and improvements, and equipment for 
Unit 1, in accordance with FPC Accounts. 

12.1.4 All costs and expenses, including 
those of outside consultants and attorneys, 
inc~rred by the Project Manager for construction 
and operating certificates, licenses and permits, 
and with respect to environmental laws, rules and 
regulations, to land and water rights, to fuel 
requirements and supply and the acquisition thereof, 
and to the preparation of agreements relating to 
Construction Work with entities other than the 
Participants. 

12.1.5 Applicable costs of materials, 
supplies, tools, machinery, equipment, apparatus, 
initial Spare Parts, construction power and 

·construction water in connection with Construction 
Work, including rental charges. 

12.1.6 All costs of Construction Insurance, 
all costs of any loss, damage or liability arising 
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out cf or caused by Construction 11ork which are 
not satisfied under the coverage of Construction 
Insurance, and the expenses incurred in settlement 
of injury and damage claims, including the costs 
of labor and related supplies and expenses in­
curred in injury and da~aue activities (all as 
referred to in FPC Account 925), because of any 
claim arising out of or attributable to the 
construction of Unit l and the Common Station 
Facilitles, or the past or future performance or 
nonperformance of Construction Work, including but 
not limited to any claim resulting from death or 
injury to persons or damage to property. 

12.1.7 All federal, state or local taxes of 
any character imposed upon Construction Work, ex­
cept any tax assessed directly against an indi­
vidual Participant unless such tax was assessed to 
such individual Participant on behalf of both 
Participants. 

12.1.8 All costs and expenses of enforcing 
or attempting to enforce the provisions of Con­
struction Insurance policies, payment and per­
formance bonds, contracts executed as Project 
Manager and warranties extending to Project 
Facilities. 

12.2 In cases where the allocation of a cost item is 

made between Construction Work and any other w0rk, such 

allocation shall be made on a fair and equitable basis in 

accordance with established accounting procedures. 

12.3 The Project Manager shall use the FPC Accounts to 

account for Construction Costs in the Final Completion 

Report and any supplement thereto. 
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12.4 The allowance for the Project Manager's adminis-

trative and general expenses to cover the costs of services 

rendered by it in the performance of Construction Work and 

capital Improveffient shall be allocated monthly at the rate 

of one percent (l~) of Construction Costs and Capital Im-

provement Costs incurred during the preceding month, excluding 

from such costs: 

12.4.1 Any allowance for.administrative 
and general expenses provided, for in this 
Section 12.4. 

12. '1. 2 E::?2:l::CS da.3.::.J.:-ibe:d .id, St!C.:Liuz1~ 

12.1.6 and 12.1.7 hereof. 

until the end of the Project Manager's fiscal year. After 

the end of such fiscal year, such allowance shall be subject 

to review and adjustment as recorrunended by the Independent 

Certified Public Accountants selected by the Management 

Committee under Section 9.3.8 hereof. The rate of such 

allowance shall be adjusted to actual ·at the end of each 

fiscal year and the adjusted rate shall be used in prepara-

tion of revised billings to the Participants and as the 
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basis for allocating such administrative and general expense 

during the next succeeding fiscal year. 

13. ADVANCES DURING CONSTRUCTION: 

13.l The Participants shall, during the course of and 

until the final completion of Construction Work, advance to 

the Project Manager such funds as shall enable it to pay 

estimated Construction Costs (including estimated adminis­

trative and general expenses) in order that the Project 

Manager in its capacity as such will not l1ave to advance 

funds on behalf of the other Participant. 

13.2 During the course of Construction Work, eacl1 

Participant shall advance funds to the Construction Account 

to cover estimated Construction Costs in proportion to its 

percentage of ownership in the Construction Work being per­

formed. 

13.3 Funds shall be advanced by the Participants to 

the Project Manager in response to a Request for Funds, 
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within five (5) working day.s after receipt by such Partj.-

cipant of the Request for Fundq. Funds on hand will be 

invested to the maximum extent possible. Net earnings or 

losses will be allocated to the Participants on the basis of 

funds advanced. Funds shall be requested as near to the 

date such funds ilre required by the Project Manager as is 

practical under the circumstances. 

13.4 The sum of the advances by the Participants 

hereunder shall not exceed 100 percent of the total Con-

struction Costs estimated to be expended during the period 

specified in the Request for Funds. 

· 13.5 Funds not advanced to the Project Manager on or 

before the due ~ate specified in Section 13.3 hereof shall 

be payable with interest, if any, accrued as provided in 

Section 27.3 hereof. 

13.6 If a Participant shall dispute any portion of any 

• amount specified in a Request for Funds, the disputant shall 

make the total payment specified in the Request for Funds 

under protest as provided in Section 27.4 hereof. 

13.7 When the total and final Construction Costs have 

been incurred and calculated, each Participant shall pay any 
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deficit between total advances made by it and its sha.re of 

said total and final Construction Costs or shall be re-

imbursed for any credit between said total advances made by 

it and its share of said total and final Construction Costs 

by the other Participant. 

14. OPERATION AND MAINTENANCE EXPENSES: 

14.1 In determining the expenses of Station Work, the 

Project Manager shall include the following expenses, to the 

extent that they are chargeable to the project, in accord-

ance with FPC Accounts: 

14.1.1 The operation expenses chargeable to FPC 
Accounts 500, 502, 503, 504, 505, 506, 507, 556, 557 
and 563 and related expenses which shall include 
overhead expenses, labor loading charges (which 
shall include, but not be limited to, time off allow­
ance, employee payroll taxes chargeable to FPC 
Account 408, employee pensions and benefits 
chargeable to FPC Account 926 and workmen's 
compensation insurance chargeable to FPC Account 
925), and administrative and geneial 3xpenses. 
The related expenses as provided for herein shall 
be charged to the FPC accounts referred to in the 
manner set out in 14.1.3 hereinbelow~ 

14.1.2 The maintenance expenses chargeable 
to FPC Accounts 510 through 514 and 571 and re­
lated expenses which shall include overhead ex­
penses, labor loading charges (which shall include, 
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but not be limited to, time off allowance, employee 
payroll taxes chargeable to FPC Account 408, and 
employee pensions and benefits chargeable to FPC 
Account 926 and workmen's compensation insurance 
chargeable to FPC Account 925) . The related 
expenses as provided for herein shall be charged 
to the FPC accounts ref erred to in the manner set 
out in 14.1.3 hereinbelow. 

14 .1. 3 Overhead expenses, labo"r loading 
charges and administrative and general expenses 
referred to in 14.1.l and 14.l.2 above shall be 
charged in the following manner: 

14.1.3.1 Unemployment and FICA taxes, 
costs of pension benefits and workmen's compensa­
tion and public liability insurance costs which 
are directly related to labor costs incurred 
which are chargeable to the FPC accounts re­
ferred to in this Section 14 shall be charged 
as a part of direct labor costs. 

14.1.3.2 Co3ts of time off pay for holi­
days, annual and sick leave, military leave, 
and jury service applicable to individuals 
whose labor costs are chargeable to the FPC 
accounts referred to in this Section 14 shall 
be charged to the above accounts as a percent­
age of the direct labor costs of such indivi­
duals which are chargeable thereto. Not less 
frequently than once a year a study shall be 
made of such time off pay costs and a revised 
percentage basis for such charges shall then be 
established. 

14.1.3.3 Administrative and general expenses 
shall be calculated and charged monthly as a 
percentage of costs o.f Station Work performed 
by the Project Manager. Such percentage 
shall be determined annually as of March 31 

-36-

Exhibit MD-6
Page 42 of 196

110



c······· 

by an overh8ad and indirect cost study of the 
Project Manager's costs for administrative 
and general expenses for the year then ended, 
which study shall be subject to review and 
approval by the firm of Indepenc'lent Certified 
Public Accountants as provided in Section 
9.3.0 hereof. Appropriate adjustments based 
on such study and rev.i.e11 will be made in the 
amounts charged each of the Participants for 
administrative and general expenses prior to 
the end of the Project Manager's fiscal yeHr i~ 
which the amount of the adj.ustrnent is determined. 

14.2 In the event additional Generating Units are con-

structed, expenses described in Section 14.1.l hereof shall 

be apportioned to each of the units, including Common Sta-

tion Facilities, in t!1e rat.i.0 that tho Net Effective Generc.t-· 

ing Capability of each Unit bears to ~he Aggregate Net 

Effective Generating Capability of the Project. 

14.3 Expenses described in Section 14.1.2 hereof shall 

be charged directly to Unit 1 and to each Additional Gener-

ating Unit or the Common Station Facili.ties, as the. case may 

be. The expenses so charged directly· to the Common Station 

Facilities shall be apportioned between Unit 1 and each 

Additional Generating Unit, if any there be, in the ratio 

that the Net Effective Generating Capability of Unit 1 and 

of each Additional Generating Unit bears to the aggregate 

Net Effective Generati~g Ca~ability of t~e ~reject. 
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14.4 Either Participant may request that the method 

used to determine the Project Manager's payroll tax expenses, 

employee work:nen's compensation insurance expenses, employee 

pensions and benefits expenses, and administrative and 

general expense be sub:nitted to the Management Committee for 

review if such Participant believes that such method results 

in an unreasonable burden on it; provided, that such review 

may be requested only after one year from the Date of Firm 

Operation, and thereafter at intervals of not less than two 

(?:) ;/t?.:'-1.rs '=ach. 

mittee shall review said method and shall attempt to deter-

mine whether or not said unreasonable burden does exist. If 

after such review the Management Committee determines that 

the a~plication of said method does result in an unreason-

able burden on either of the Participants, the Management 

Committee shall determine and recommend a modified method to 

the Project Manager so that such unreasonable burden would 

be eliminated if such modified method is adopted by the 

Project Manager. If after such review the Management Com-

mittee is unable to agree on whether or not such unreason-

able burden does exist or is unable to agree on said modified 
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method for eliminating said unreasonable burden, the /.!anage­

ment Committee shall submit the enti:::-e r.:atter to a nationally 

recognized fi~rn of Independent Certified Public Accountants 

for decision and recommendation of a rr:odiEied method if one 

is found to be justified. 

14.S Any modified method adopted by the Management 

Committee or determined through arbitration shall not be 

retroactive and shall become effective on the first day ot 

the Project Manager's fiscal year next following such 

aJuption or determination. Said ncdified method shall stay 

in effect no less than two years. 

15. INITIAL TRAINING EXPENSES: 

15.l The initial training expenses shall consist of 

labor, material, transportation, services and any other 

costs applicable to hiring and training, including any 

relocation of personnel, for Station Work. 

15.2 Initial training expenses shall also include 

depart~ental overheads, time-off allowances, payroll taxes, 

employee pensions and benefits, \·lorkmen' s Compensation, and 
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administrative and general expenses determined in accordance 

with Section 14 hereof. 

15.3 The Project Manager shall accumulate the initial 

training expenses up to but not beyond the Date of Firm 

Operation in a manner to provide identification, but such 

expenses shall be included in Construction Work billing. 

16. ADVANCEMENT OF OPERATING FUNDS: 

16.1 Not less than thirty (30) days prior to incurri11J 

any operating cost on behalf of the Participants ?Ursuant tc 

this Participation Agreement, the Project Manager shall 

establish the Operating Account. The Project Manager shall 

notify the Participants in writing of the establ.ishment of 

the Operating Account not later than five (5) days following 

its establishment. 

16.2 All Operating Funds required to be advanced by 

the Participants in accordance with this Participation 

Agreement shall be paid into the Operating Account, or may 

be credited to the Operating Account by interbank transfers. 

All Operating Funds shall be deposited in the Operating 

Account, and the Project Manager shall, unless otherwise 
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agreed to by both Participants, make disbursements from th<= 

Operating Account only for expenditures or obligations 

incurred by it in the performance of Operating Work. 

16.3 Not less than sixty (60) days prior to the 

establishment of the Operating Account, the Management 

Committee shall establish a minimum aroount for the Operating 

Account so that the Project Manager will have Operating 

Funds to pay for expenditures or obligations incurred by the 

Project Manager pursuant to this Participation Agreement. 

Suc..:!i rnlulrnurn C<Iuuuni: rnaf be revised by t:he Management: Com-

mittee at any time. The original minimum amount and any 

increase therein shall be allocated among the Participant.s 

in accordance with their Common Station Facilities Ownership 

Shares and shall be due and payable within fifteen (15) 

business days following notification of the establishment cf 

the Operating Account or the date on which any increase in 

such minimum amount shall become effective. In the event 

the Management Committee authorizes a decrease in such 

minimum amount, then each Participant shall receive a credit 

which shall be equal to its Common Station Facilities 

Ownership Share. 
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16.4 Each Participont shall advance Operating Funds to 

the Operating Account on the basis of bills it receives fr0m 

the Project Manager which reflect such Participant's share 

of costs and expenses determined in accordance with this 

Participation Agreement as follows: 

16.4.l Expenses described in Sections 14, 
15, and 19 hereof for the current month shall be 
billed on an estimated basis on or before the 

· first business day of ~ach such rnonth and payment 
shall be due and payable by the 15th day of such 
month; provided, that adjustments for actual 
expenses incurred for such month shall be re­
flected in the bill for thE:! month which follows 
the date of determination of such actual expenses. 

16.4.~ Expenses dAscribed in Sections 
20 and 25 (excluding woEkmen's compensati.on 
insurance), hereof shall be billed not less than 
eight (8) business days prior to ti1eir due date 
and shall be due and payable within three (3) 
business days following receipt of the invoice. 
If such exp'3nditures or obligations do not have a 
specified due. date, ~hey shall be billed within a 
reasonable time following the incurrence of such 
expenditures or obligations and shall be due and 
payable withi.n five (5) business days following 
receipt of the bill. 

16.4.3 The expenditures or obligations des­
cribed in Section 19 hereof, for coal consumed, 
shall, if necessary, be billed on an estimated 
basis, to be adjusted in the next monthly billing. 
Advances to cover billings for coal shall be made 
as close to the due date of the coal suppliers' 
billing as practicable. 
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16.5 Operating Funds not advanced to the Project 

Manager on or before the due date specified shall be payable 

with interest, if any, accrued as provided in Section 27 

hereof. 

16.6 If a Participant shall dispute any portion of any 

amount specified in a request for Operating Funds, the 

disputant shall make the total payment specified in the 

request for Operating Funds under protest as provided in 

Section 27 hereof. 

16.7 Within forty-five (45) days following ~he end of 

each calendar year the Project Manager shall submit to each 

of the Participants a final accounting for such calendar 

year showing all amounts deposited into and expended from 

the Operat.ing Account and the apportionment of such ex­

penditures among the Participants. Adjustments 'shall be 

made among the Participants, if required, so that all costs 

incurred in the performance of Station Work shall have been 

shared by each Participant in accordance with this Parti­

cipation Agreement. 
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17. ANNUAL BUDGETS: 

17.1 At least one hundred twenty (120) days before the 

commencement cf the initial training period for the per­

sonnel that will perform Station Work, the Project MQnager 

shall prepare and submit to the Management Committee for its 

review and approval a budget (manning and dollars) for 

training such personnel. The Management Corrunittee shall 

approve a training budget not less than sixty (60) days 

prier to the commencement of said initial trai:1ing period. 

17.2 !:at lass than c~e hu~dred six~y (lGO} daya p~ior 

to the Date cf Firm Operation of Unit 1, and by July lst of 

the year preceding each calendar year there~fter, the 

Project Manager shall prepare and submit to the Management 

Committee for its review and approval the proposed annual 

capital expenditures budget, annual manpower budget, and 

annual operating and maintenance budget for Stat.ion Work for 

the initial year of operation and for each succeeding 

calendar year, respectively. 

17.3 Not less than sixty (60) days prior to the Date 

. of Firm Operation of Unit 1 and by August 1st of the year 

preceding each calendar year thereafter, the Management 
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commit.tee shall approve an annual capital expenditures 

budget, annual manpower budget, and annual operating and 

maintenance budget. If these budgets or any one of them are 

not approv.:d by the Mam:gemc.:nt Committee; in final form prio:c 

to the beginning of the next calendar year, the Project 

Manager shall nevertheless continue to perform Station Work 

in accordance with Section 29 hereof until such time as a 

budget has been approved or otherwise determined in ac­

cordance with the Project Agreements. 

the Project Manager in preparing the aforesaid proposed 

budgets shall be supplied by the Participants, if possible, 

within thirty (30) days followir,g a request by the Project 

Manager. 

17.5 The Management Committee may at any time during 

the year approve revisions to the annual capital expendi­

tures budget, annual manpower budget, and the annual oper­

ating and maintenance budget for Station Work. 
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18. FUEL Sli?PLY AND \'i'ATER SUPPLY: 

18.l The Project Manager shall solicit and obtain bids 

and contract proposals from coal suppliers to supply .::oal to 

the Project and shall submit such bids and proposals to tbe 

Management Co:r.mittee for review and approval. Any fu-:l 

supply contracts approved by the Management Committee shall 

be then submitted to the Participants. Both Participants 

shall execute any fuel contracts. 

18.2 Each Participant, in the absence of other agr.eenent, 

shall have the option to furnish its share of all necessary 

water supply from independent sources including existing water 

rights or rights which may be obtained. 

19. FUEL COST ALLOCATION: 

19.l The cost of purchasing a stockpile of coal shall 

be apportioned to the Partic3.pants in proportion to their 

cost responsibility for Common Station,l''acilities. 
• 

19.2 In the event of more than one Generating Unit, it 

shall be the responsibility of the Prcject Manager to 

assure that the coal moving to the bunkers of each Unit 

shall be weighed and sampled separately. The cost of coal 

burned in each respective unit in each ~alendar month as 

reflected by invoices submitted by t_h<: coiil suppli2rs =nd 

related costs chargeable to FPC Account 501 shall be in 
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accord with the quantity of coal weighed and sampled during 

the movement into the bunl~ers of the respective Units. 

19.3 The cost of coal allocated to each respective 

Unit pursuant to Section 19.2 and the cost of other fuel 

shall be apportioned to each Participant in the ratio that 

each Participant's monthly Net Energy Generation scheduled 

from such unit bears to the total monthly !let Energy Gene­

ration scheduled from such Unit. 

19.4 The costs of ash disposal ch~rgeable to FPC 

Account 501 shall be appcrtioned to the Pdrticlpants in the 

same proportions as the apportionment of monthly coal 

costs. 

20. TAXES: 

20.l To the extent the same may be taxable, each 

Participant shall render for ad valorem taxation its un­

divided interest in the jointly owned property comprising 

the Project and shall otherwise use its best efforts to have 

any taxing authority imposing any such taxes or assessments 

on the Project, or·any interest or rights therein, assess 
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and levy such taxes or assessments directly against the 

ownership or beneficial interest of each Participant. 

20.2 To the extent of any taxes or assessments collec~ 

tible against or with respect to each Participant's interest 

in, or pro rata share of, the prirchase, use, ownership or 

beneficial interest in the Project, the same shall be the 

sole responsibility of, and shall be paid by, the Partici-

pant upon whose purchase, use, ownership or beneficial 

interest said taxes or assessments are levied. 

20.J If any p~cparLy ·Lax~~ or oLh~r La~es or ~ssG£S-

( 
" ments are legally and properly levi~d or assessed other than 

against.each Participant as contemplated in Sections 20.1 

and 20.2 hereof (that is, are levied or assessed in such a 

way as to be disproportionately collected from one or both 

Participants), such taxes or assessments shall be appor-

tioned between the Participants in accordance with their 

respective ownership interest or Power or Energy entitlement 

or take, whichever is appropriate to the incidence of the 

tax. 

20.4 The Participant claiming exemption from any taxes 

or assessments shall be responsible for and shall pay all 
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expenses in connection with the sustaining or determination 

of such claims and the other Participant, the Management 

committee and the Project Manager shall lend all reasonable 

cooperation in connection with the filing of tax renditions 

and reports and in connection with the making of protest and 

payment under protest as may be requested by each Partici­

pant claiming an exemption. 

21. WAIVER OF RIGHT TO PARTITION: 

21.l Each Participant hereto agrees to waive any rights 

which it may have to partition any component of the Project, 

whether by partition in kind or by sale and division of the 

proceeds, and further agrees that it will not resort to any 

action in law or in equity to partition such component, and 

it waives the benefits of all laws that may now or hereafter 

authorize such partition for a term (il which shall be 

coterminous with the co-tenancy agreement for such com­

ponent, or (ii) which shall be for such lesser period as may 

be required under applicable law. 
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22. MORTGAGE AND TRANSFER OF INTERESTS: 

22.l Each Participant shall have the right at any time 

and from time to time to mortgage, pledge, create or provide 

for a security interest in or convey in trust all or a part 

of its ownership share in the Project, together with an 

equal interest in this Participation Agreement and the 

Project Agreements, to a trustee or trustees under deeds of 

trust, mortgages or indentures, or to secured parties under 

a security agreement, as security for its present or future 

bonds or other obligations or securities, and to any sue-

( 
cessors or assigns thereof, without need for the prior 

written consent of the other Participant, and without such 

mortgagee, trustee or secured party assuming or becoming in 

any respect obligated to perform any of the obligations of 

the Participant arising prior to such time as such mortgagee, 

trustee or secured party obtains possession of or assumes 

the right to exercise such Participant's rights in respect 

of such ownership share, or after such possession or assump-

tion ceases. 

22.2 Any mortgagee, trustee or secured party under 

present or future deens of trust, mortgages, indentures or 
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security agreements of either of the Participa~ts and any 

successor or assign thereof, and any receiver, referee or 

trustee in bankruptcy or reorganization of either of the 

Participants, and any successor by action of law or other-

wise, and any purchaser, transferee or assignee of any 

thereof may, without need for the prior written consent of 

the other Participant, succeed to and acquire all of the 

rights, titles and interests of such Participant in the 

Project and in this Participation Agreement and the Project 

Agreements, and may take ever possession of or foreclose. 

upon said property rights, titles and interests of such 

Participant. 

22.3 Each Participant shall have the right to transfer 

or assign all its ownership share in the Project, together 

with a proportionate part of its rights under this Partici-

pation Agreement and the Project Agreements, to any of the 

following without the need for prior written consent of the 

other Participant: 

22.3.1 To any entity acquiring all or 
substantially all of the electric utility prop­
erties and business of such Participant; or 
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22.3.2 To any entity merged or consolidated 
with such Participant; or 

22.3.3 To any entity which is wholly-owned 
by such Participant. 

22.4 Except as otherwise provided in Sections 22.1 and 

22.2 hereof, any successor to the rights, titles and in-

terests of a Participant in the Project shall assume and 

agree in writing to fully perform and discharge all of the 

obligations hereunder of such Participant, and such sue-

cessor shall notify the other Participant in writing of such 

transfer, assignr11ent or merger, and sti.all :turnish to t.b.e 

other Participant evidence of such trQnsfer, assignment or 

merger. 

22.5 No Participant assigning or transferring an intP.r-

est under this Section 22 or Section 23 shall be relieved of 

any of its obligations under this Participation Agreement or 

the Project Agreements but shall remain liable and obligated 

for the performance of all of the terms and conditions of 

this Participation Agreement and the Project Agreements, 

unless otherwise agreed by the remaining Participant. 
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23. RIGHT OE' FIRST REFUSAL: 

23.l Except as provided in Section 22 hereof, should 

either Participant, prior to the expiration of the period 

described in Section 21.1 hereof, desire to transfer its 

owner.ship in the Project to any person or entity, ready, 

able and willing to acquire same, the Partic:i.pant desiring 

to make such transfer shall obtain a written offer fr.om the 

prospective transferee, setting forth the consideration and 

other terms of the offer, and the other Participant shall 

have the right of first refusal to acquire such interest on 

the basis of the following consideration: 

23.1.1 If the offer is in cash, whether 
payable in one payment or in installments, the 
amount of the bona fide written offer f,om the 
prospective transferee, payable as specified in 
the offer; or 

23.1.2 If the offer is not in cash but is in 
securities having a readily ascertainable market 
value, the fair market value of the securities 
offered by the prospective transferee; or 

23.l.3 If the offer is neither in c~sh tior 
in securities having a readily ascertainable 
market value, the fair market value of the owner­
ship interest to be transferred. 
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23.2 At leatit seven (7) months prier to the date on 

which the intended transfer is to be consurr~ated, the Parti-

cipant desiring to transfer shall serve written 11otice of 

its intention to do so upon the other Participant. Such 

notice shall contain the proposed date of transfer and the 

terms and conditions of the transfer. 

23.3 The other Participant shall have the option to 

acquire the interest to be transferred and shall exercise 

said option by serving written notice of its intention upon 

the Pdrticipant desiring to transfer within three (3) months 

after service of the written notice of intention to transfer 

given pursuant to Section 23.2 hereof. Failure of a Parti-

cipant to exercise said option as provided herein within the 

time period specified shall be conclusively deemed to be an 

election not to exercise said option. 

23.4 When the option to acquire said ownership has been 

exercised, the Participants shall thereby incur the follow-

ing obligations: 

23.4.1 The Participant desiring to transfer 
the ownership interest and the Participant having 
exercised the option to acquire such ownership 
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interest shall be obligated to proceed in good 
faith and with due diligence to obtain all re­
quired authorizations and approvals o·f such 

·acquisition. 

23.4.2 The Participant desiring to transfer 
such ownership interest shall be obligated to 
obtain the release of any lien encumbering the 
ownership interest which is the subject of the 
transfer at the earliest practicable date. 

23.4.3 The Participant having exercised the 
option to acquire such ownership interest shall be 
obligated to perform all of the terms and condi­
tions required of it to complete the acquisition 
of said ownership interest. 

23.5 The acquisition of the ownership interest by the 

Participant having elected to acquire the same shall be 

fully consununated within seven (7) months following the date 

upon which all notices required to be given under this 

Section 23 have been duly served. 

23.6 If the Participant receiving notice of the pro-

posed transfer fails to exercise its option to acquire the 

ownership interest to be transferred, the 2articipant 

desiring to transfer such interest shall be free to transfer 

such interest, to the party that made the offer referred to 

in said bona fide written offer. If such transfer is not 

consummated by the proposed date of transfer referred to in 
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section 23.2 hereof, the Participant desiring to transfer 

said ownership interest must give another complete new right 

of first refusal to the other Participant pursuant to the 

provisions of this Section 23 before such Participant shall 

be free to transfer said ownership interest to another 

party. 

23.7 The Participant who acquires an ownership interest 

pursuant to this Section 23 shall receive title to and shall 

own the interest as a tenant in common, subject to the same 

~ighto, duties ~nd obligaLionti dti ctre ~pplied by thiR 

Participation Agreement and by the Project Agreements to the 

interest being transferred in the hands of the transferring 

Participant. 

23.8 Any party who may succeed to an ownership interest 

pur?uant to this Section 23 shall specifically agree in 

writing with the remaining Participant at the time of such 

transfer that it will not transfer or assign all or any 

portion of such ownership interest without complying with 

the terms and conditions of this Section 23. 
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24. DESTRUCTION CR ABANDONMENT: 

. ' 24.l If a Generating Unit should be damaged or des-

troyed to the extent that the estimated cost of repairs, 

replacement or reconstruction is not mor~ than one hundred 

p~rcent (100%) of the aggregate amount of the proceeds from 

property damage insurance carried and covering the cost of 

the repairs, replacement or reconstruction of such Generat-

ing Unit, the Participants, unless otherwise unanimously 

agreed, shall repair, replace or reconstruct such Generating 

Unit to substantially the same general ~haracter or use as 

( 
the original. The Participants shall share the costs of 

such repairs, replacement or reconstruction in proportion to 

their Generation Ehtitlement Shares in the Generating Unit 

so destroyed. 

24.2 If a Generating Unit should be damaged or des-

troyed to the extent that the estimate~ cost of repairs, 

replacement or reconstruction is more than one hundred 

. 
percent (100%) of the aggregate amount of the proceeds from 

property damage insurance carried and covering the cost of 

the repairs, replacement or reconstructio11 of such Generat-

ing Unit, the Participants shall, upon agreement, repair, 
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replace or reconstruct such Generating Unit to substantially 

the same general character or use as the original; provided, 

however, that should the Participants not agree to repair, 

replace or reconstruct such Generating Unit, then any 

Participant who does not agree to repair, replace or re­

construct shall sell its interest in such Generating Unit 

together with the corresponding interest in the Conunon 

Station Facilities to the Participant desiring to repair, 

replace or reconstruct such Generating Unit for a price 

equal to the selling Participant's proportionate interest in 

the salvage value of such Generating Unit plus such Parti­

cipant's proportionate cost, less depreciation at the maxi­

mum straight line rates then applicable to like properties 

under the Federal income tax law, in the interest in the 

Conunon Station Facilities so sold. 

24.3 If any of the Conunon Station Facilities should be 

destroyed, the Participants shall, unless other~ise agreed, 

repair or reconstruct same to substantially the same ch~r­

acter· or use as the original. The Participants shall share 

'the costs of such repair or reconstruction in proportion, to 

their Plant O~~ership Interests. 
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25. PROJECT INSURANCE: 

25 .1 The Project Mnn.:i.ger shnll recormn"nd to the Manage-

ment committee, and the Hanagement Committee shall deter-

mine, the insurance coverAges, including the insurable 

values, limits, deductibles, retentions and other special 

terms, and the insurance· carriers from which such insurance 

is to be obtained during the periods covered by and with 

respect to Construction Work and Station \York or any phases 

thereof. 

25.2 All policies of Proiect Insurance shall: 

25.2.l Provide insurable values, limits, 
deductibles, retentions and other special terms as 
determined by the Mc.nagement Com'llittee; 

25.2.2 List as loss payees or additional 
insureds (as their interests may appear) such 
mortgagees, trustees or secured parties as a 
Participant, by written notice to the Project 
Manager, may designate; 

25.2.3 Contain endorsements providing for 
positive notice of cancellation to all parties 
listed as named or additional insureds; 

25.2.4 Contain endorsements providing that 
the insurance is primary insurance for all pur­
poses; and 

25.2.5 Contain cross-liability endorsements 
for comprehensive bodily injury liability and 
property damage liability coverages. 
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25.3 The following procedures shall be observed in 

connection with the procurement of Project Insurance and 

Changes in Project Insurance: 

25.3.1 The Pro1ect Manager shall give prompt 
written notice to the Management Committee of the 
procurement of all insurance binders. 

25.3.2 The Project Manager shall furnish 
each Participant with either a certified copy of 
each of the policies of the insurance procured or 
a certified copy of each of the policy forms 
therefor, together with a line sheet therefor (and 
any subsequent amendments) naming the insurers and 
underwriters and the extent of their participation. 

25.3.3 No policy uf Project Insurance ob­
tained pursuant to decision of the Management 
Committee shall be materially changed without the 
prior written consent of the Manc.gement Committee. 

25.3.4 ~ny changes in policies of Project 
Insurance shall be promptly reported ~o the Manage­
ment Committee by the Project Manager. 

25.4 Each Participant, at its expense, shall have the 

right to secure such additional or different insurance 

coverage as may be required under any mortg~ge or contract 

provision, and, to the extent practicable, sµch additional 

or different insurance coverage may be effected through 

endorsements on policies of Project Insurance. 
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26. LIABILITY OF PARTICIPANTS TO EACH OTHER: 

26.1 Participants shall have no remedies against the 

other Participant for tortious conduct arising out of the 

ownership of the Project, or any portion thareof, or out of 

Construct.ion Work or Station 1·7o:i;-k e::ccpt when the claim 

results from Willful Action. 

26.2 Remedies of a Participant with respect to a claim 

against the other Participant shall be unimpaired by this 

Participation Agreement when the claim does not arise out of 

ownership of the Proj Pct: or ~.11y portion the::-eof, er C'J.t. ::::£ 

Construction Work or Station i'lork. 

26.3 Each Participant shall protect, indemnify, and 

hold the other Participant, and its directors, officers and 

employees, free and harmless from and against any and all 

claims, demands, causes of action, suits or other proceed­

ings (including all costs in connection therewith and fn 

connection with the defense thereof, including attorneys' 

fees) of every kind and character arising in favor of any of 

that Participant's electric customers (or anyone claiming 

through that Participant's electric customers) on account of 

bodily injuries, death, damage to property or economic loss 
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in any way occurring, incident to, arising out of or in 

connection with the furnishing of, or failure to furnish, 

electric service to such customers, it being the intention 

of this Section 26.3 to impose on each Participant the sole 

responsibility for the defense and discharge of such claims, 

demands, causes of action, suits or other proceedings 

brought against one or both Participants by a Participant's 

customers even when caused by the sole fault of the other 

Participant. Nothing in this Section 26.3 shall impair the 

remedies of a Participant against the other Participant 

preserved by Sections 26.1 and 26.2 hereof. 

26.4 The terms ''Participant'' and ''Participants,'' as 

used in this Section 26, shall include the Project Manager 

in its capacity as such. 

27. DEFAULTS AND COVENANTS REGARDING.OTHER AGREEMENTS: 

27.1 Each Participant hereby agrees that it shall pay 

all monies and carry out all other duties and obligations 

agreed to be paid or performed by it pursuant to all of the 

terms and conditions set forth and contained in the Project 
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Agreements, and a default by either Participant in the cove­

nants and obligations to be by it kept and performed pursuant 

to the terms and conditions set forth and contained in any 

of the Project Agreements shall be an act of default under 

this Participation Agreement. 

27.2 In the event of an alleged default by either 

Participant in any of the terms and conditions of the 

Project Agreements concerning the advancement of funds, 

then, within ten (10) days after written notice has been 

given by the nondefaulting Participant to the defaulting 

Participant of the existence and nature of the default, the 

nondefaulting Participant shall remedy such default by 

advancing the necessary funds or commencing to render the 

necessary performance. 

27.3 In the event of an alleged default by either 

Participant in any of the terms and conditions of the 

Project Agreements and the giving of notice as provided in 

Section 27.2 hereof, the defaulting Participant shall take 

all steps necessary to cure such default as promptly and 

completely as possible and shall pay promptly upon demand to 

the nondefaulting Participant the total amount of money or 
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the reasonable equivalent _in money of norunonetary perform­

ance, if any, paid or made by such nondefaulting Participant 

in order to cure any default by the defaulting Participant,_ 

together with interest on such money or the costs of non­

monetary performance at the commercial prime rate then in 

effect at the First National City Bank in New York, or at 

the maximum rate of interest legally chargeable, whichever 

is the lesser, from the date of the expenditure of such 

money or the date of completion of such nonmonetary per­

formance by such nondefaulting Participant to the date of 

such reimbursement by the defaulting Participant, or such 

greater amount as may be otherwise provided in the Project 

Agreements. 

27.4 In the event that either Participant shall 

dispute an asserted default by it, then such Participant 

shall pay the disputed payment or perform the disputed 

obligation, but may do so under protest. The protest shall 

be in writing, shall accompany the disputed payment or 

precede the performance of the disputed obligation, and 

shall specify the reasons upon which the protest is based. 

A copy of such protest shall be mailed by such Participant 
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to the other Participant. Payments not made under protest 

shall be deemed to be correct, except to the extent that 

periodic or annual audits may reveal over or under payments 

by Participants, necessitating adjustments. In the event it 

is determined by arbitration, pursuant to the provisions of 

this Participation Agreement or otherwise, that a protesting 

Participant is entitled to a refund of all or any portion of 

a disputed payment or payments or is entitled to the reason­

able equivalent in money of nonmonetary performance of a 

disputed obligation theretofore made, then, upon such 

determination, the nonprotesting Participant shall pay such 

amount to the protesting Participant, together with interest 

thereon at the commercial prime rate of interest then in 

effect at the First National City Bank in New York or at the 

maximum legal rate, whichever is the lesser, from the date 

of payment or of the performance of a disputed obligation to 

the date of reimbursement. 

27.S Unless otherwise determined by a board of arbi­

trators, in the event a default by either Participant in the 

payment or performance of an obligation under the Project 
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Agreements shall continue for a period of six (6) months or 

more without having been cured by the defaulting Participant 

or without such Participant having commenced or·continued 

action in gcod faith to cure such default, or in the event 

the question of whether an act of default continues for a 

period of six (6) months followin~ a final determination by 

a board of arbitrators or otherwise that an act of default 

exists and the defaulting Participant has failed to cure 

such default or to commence such action during said six (6) 

monLh p~rlud, then, at any time thereafter and while said 

default is continuing, the nondefaulting Participant may, by 

written notice to the defaulting Participant, suspend the 

right of such defaulting Participant to receive all or any 

part of its proportionate share of the Net Effective Gener-

ating Capability, in which event: 

27.5.l During the period that such suspension 
is in effect, the nondefaulting Participant shall 
bear all of the operation and maintenance costs, 
insurance costs and other expenses otherwise pay­
able by the defaulting Participant under the 
Project Agreements. 

27.5.2 The defaulting Participant shall 
be liable to the nondefaulting Participant for 
all costs incurred by such nondefaulting Parti­
cipant together with interest as provided in 
Section 27.3 hereof. 
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27.6 In addition to the remedies provided for in 

section 27.5 of this Participation Agreement, the nonde­

faulting Participant may, in submitting a dispute to arbi­

tration in accordance with the provisions of Section 28 

hereof, request that the board of arbitrators determine »?hat 

additional remedies may be reasonably necessary or required 

under the circumstances which give rise to the dispute. The 

board of arbitrators may determine what remedies are, neces­

sary or required in the premise, including but not limited 

to Lt1a 8U11JiL.i.o.1.1.::; ui1d~L· wi1ic..:h the Project may be operated 

economically and efficiently during periods when the de­

faulting Participant's right to receive its proportionate 

share of the Net Effective Generating Capability is sus­

pended. 

27.7 The rights and remedies of the Participants set 

forth in this Participation Agreement shall be in addition 

to the rights and remedies of the Participants set forth in 

any other of the Project Agreements. 
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28. ARBITRATION: 

28.l If a dispute between the Participants should arise 

under this Participation Agreement or the Project Agree­

ments, which is not resolved by the Manc:.gcment Committee, 

either Participant may call for submission of the dispute to 

arbitration, which call shall be binding upon the other 

Participant. Except as specifically provided in this 

Participation Agreement or in the Project Agreements, the 

arbitration shall be governed by the Texas General Arbi­

tration Act of 19S5, as same may be amended at the time of 

the call for arbitration. The costs and expenses of the 

arbitrators shall be shared equally by the Participants, 

unless otherwise decided by the arbitrators. 

28.2 A Participant calling for arbitration shall make 

sudh call by written notice to the other Participant, naming 

in such notice one arbitrator. Upon receipt of a written 

demand for arbitration, the other Participant shall appoint 

one arbitrator. The arbitrators so appointed shall elect 

one additicnal arbitrator. The initial meeting of the arbi­

trators shall be at a place in Texas named by the Parti­

cipant making the demand for arbitration. Thereafter, the 
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arbitrators shall meet at such place or places in Texas as 

they deem appropriate. The decision of a majority of the 

arbitrators so appointed shall be binding on all Parti­

cipants, and the Participants hereby consent to the entry of 

a judgment in any court of competent jurisdiction confirming 

and implementing the decision of the arbitrators. 

29. ACTIONS PENDING RESOLUTION OF DISPUTES: 

29.1 Pending the resolution of any dispute by arbitra­

tion or judicial proceedings, the Project Manager shall 

proceed with the Construction Work or Station Work in a 

manner consistent with this Participation Agreement and the 

Project Agreements and with the best judgment of the Project 

Manager, and the Participants shall advance the funds re­

quired to perform such Construction Work or Station Work in 

accordance with the applicable provisions of this Partici­

pation Agreement or the Project Agreements. 

30. RELATIONSHIP OF PARTICIPANTS: 

30.1 The covenants, obligations and liabilities of the 

Participants shall be several and not joint or collective. 

-69-

Exhibit MD-6
Page 75 of 196

143



( 

Each Participant shall be i~dividually responsible for its 

own covenants, obligations and liabilitiei as herein pro­

vided and as provided in the Project Agreements. It is not 

the intention of the parties to create, nor sha.11 this 

Participation Agr~ement nor any of the Project Agreements be 

construed as creating, a partnership, association, joint 

venture or trust, as imposing a trust or partnership cove­

nant, obligation or liability on or with regard to either of 

the Participants, or as rendering the Participants liable as 

partners or trustees. No Participant shall be under the 

control of or shall be deemed to control the other Parti­

cipant. A Participant as such shall not be the agent of or 

have a right or power to bind the other Participant. 

31. ACQUISITION OF REAL PROPERTY INTERSSTS: 

31.l The Project Manager shall acquire, or cause to be 

acquired, in its own name, or in the name of the other 

Participant, or both, the Plant Site by purchase or eminent 

domain proceedings, for a cash consideration. The tracts of 

land constituting the Piant Site shall be acquired in fee 
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simple absolute unless a lesser title is approved by the 

Management Committee. Acquisition of the Plant Site shall 

be based upon: (i) title opinions by counsel, title in-

surance, or other title showings or combinations of show-

ings; and (ii) such survey work and title curative work as 

the Project Manager in its judgment, reasonably exercised, 

shall deem necessary; provided that title opinions by 

counsel approved by the Management Committee shall be 

procured on all of the Plant Site (except any portions as to 

~w'hich ti ~l~ 

( 
mittee) prior to commencement of the Construction Work. The 

purchase price for all lands acquired for the Plant Site and 

all costs and expenses incurred in connection with the 

acquisition of said lands, including, but not by limitation, 

t~tle insurance premiums, abstracters, attorneys, surveyors, 

nominees and land agents fees, title curative work, court 

costs and recording fees, shall be Construction Costs and 

borne by the Participants as such. The purchase price for 

all land acquired through voluntary conveyance shall be 

approved by the Management Committee. 
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32. FORCE M..1'.JEURE: 

32.l In the event of any Participant being rendered 

unable, wholly or in part, by force majeure to perform any 

of its obligations under this Participation Agreement or the 

Project Agreements (other than obligations to pay costs and 

expenses due), upon such Participant giving notice and full 

particulars of such force majeure in writing or by telephone 

to the other Participant as soon as reasonably possible 

after the occurrence of the cause relied upon, the obliga-

tions of the ~articipant giving such notice, so tar as it is 

affected by such force majeure, shall be suspended during 

the continuance of any inability of performance so caused, 

but for no J.onger period. Telephone notices given under the 

provisions of this Section 32.1 shall be confirmed in writ­

ing as soon as reasonably possible and shall specifically 

state full particulars of the force majeure, the time and 

date when the force majeure occurred and when the force 

majeure ceased. This Participation Agreement shall not be 

terminated by reason of any such cause but shall remain in 

full force and effect. The term "force majeure" shall mean 
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any cause beyond the control· of the Participant affected 
' . 

including, but not restricted to, failure or threat of 

failure of facilities or fuel supply, flood, earthquake, 

storm, fire, lightning, epidemic, war, acts of the public 

enemy, riot, civil disturbance or disobedience, strike, 

lockout, work stoppages, other industrial disturbance or 

dispute, labor or material shortage, sabotage, restraint Ly 

court order or other public authority and action or non-

action by, or failure to obtain the necessary authorizations 

or approvals from, any gcvcrnm~nt~l ~;ency or ~u~hority, 

( which by the exercise of due diligence such Participant 

could not reasonably have been expected to avoid and which 

by exercise of due diligence it shall be unable to overcome. 

Nothing contained herein shall be construed so as to require 

a Participant to settle any strike, lockout, work stoppage 

or other industrial disturbance or dispute in which it may 

be involved. A Participant rendered unable to fulfill any 

of its obligations under this Participation Agreement or any 

of the Project Agreements by reason of force majeure shall 

.B%cr~J.s~ due diligence to remove such inability with all 
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reasonable dispatch. The term "Participant'' as used in this 

Section 32.1 shall include the Project Manager in its 

capacity as such. 

33. GOVERNING LAW: 

33.1 This agreement shall be governed by the laws of 

the State of Texas, except as to matters exclusively con-

trolled by the Constitution and statutes of the United 

States of America. 

34. BINDING OBLIGATIONS: 

34.1 All of the respective covenants, undertakings and 

obligations of each of the Participants set forth in this 

Participation Agreement and in each of the Project Agree-

ments shall bind and shall be and become the respective 

covenants and obligations of each such Participant and, to 

the extent permitted by law and the existing contracts of 

the applicable Participant, shall apply to and bind: 

34.1.1 All mortgagees, trustees and secured 
parties under all present and future mortgages, 
indentures and deeds of trust, security agreements 
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and other financing arrangements which are or may 
become a lien upon any of the properties of such 
Participant; 

34.1.2 All receivers, assignees for the 
benefit of creditors, bankruptcy trustees and 
referees of, or having control or jurisdiction 
over, such Participant; 

34.l.3 All other persons, firms, partner­
ships, corporations or entities claiming by, 
through or under any of the foregoing; and 

34.1.4 Any successors or assigns of any of 
those mentioned above in this Section 34.1; 

and shall be covenants and obligations running with each 

ParLicipaa~·s respective ri~hts, titles and in~erests in the 

Project and with all of the rights and interests of each 

Participant under this Participation Agreement and the Pro-

ject Agreements, and shall be for the benefit of the respec-

tive rights, titles and interests of the Participants and 

their respective successors and assigns, in and to the 

Project. It is the specific intention of this provision 

that all such covenants and obligations shall be binding 

upon any party which acquires any of the rights, titles and 

interests of a Participant in the Project or in, to and 

under this Participation Agreement or any of the Project 
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Agreements and that all of the above-described persons and 

groups shall be obligated to use such Participant's rights, 

titles and interests in the Project or in, to or under this 

Participation Agreement or any of the Project Agreements for 

the purpose of discharging the covenants and obligations 

under this Participation Agreement and the Project Agree­

ments. 

35. PROJECT AGREEMENTS: 

35.1 The Participants hereto agree to negotiate in good 

faith and to proceed with diligence to obtain and agree upon 

all of the Project Agreements among the Participants and 

between the Participants and other entities. 

35.2 It is acknowledged by the Participants that one or 

more of the Project Agreements may contain provisions which 

are in conflict with or contrary to the terms of this 

Participation Agreement, and any such provision in a Project 

Agreement executed subsequent to the execution of this 

Participation Agreement shall be deemed to supersede, amend 

or modify any conflicting or contrary provision contained 
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herein. The mutual agreement of the Pariicipants to super-

sede, amend or modify the terms hereof shall constitute the 

legal consideration to support such change in the legal 

rights and obligations of the Participants. 

36. REMOVAL or PROJECT H,'\NAGER: 

36.1 The Project Manager shall serve during the term 

of and pursuant to this Participation Agreement or until it 

resigns by giving written notice to the other Participant at 

least one (1) year in advance of the date of resignation or 

until receipt of notice of its removal following a deter-

mination that it is in default of this Participation Agree-

ment as provided in Section 36.2 hereof. 

36.2 The following provisions shall apply solely in 

regard to violations or allegations of violations of this 

Participation Agreement by the Project Manager on the basis 

of which removal is sought: 

36.2.l In the event the other Participant 
shall be of the opinion that an action taken or 
failed to be taken by the Project Manager con­
stitutes a violation of this Participation Agree­
ment, it may give written notice thereof together 
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with a statement of the" reasons for i~s opinion 
to the other Participilnt. Thereupon, the Pro­
ject Hanager nmy prepare a rebutting statement 
of the reasons justifying its action or failure 
to take action. In the event that agreement 
is not reached between it and the Participant 
which gave such notice, the matter shall be 
submitted to arbitration in the wanner provided 
in Section 28 hereof. During the continuance 
of the arbitration proceedings, the Project 
Manager may continue such action taken or failed 
to be taken in the manner it deems most advisable 
and consistent with this Participation Agreement. 

36.2.2 If it is determined that the Project 
Manager is violating this Participation Agreement, 
it shall act with due diligence to end such vio­
lation, and in any event within six (6) months 
or ~:.1ithin .suc:h le::;::;:!r time follctwirlg Lhe Ot:::c.i.­
sion as may be prescribed in the decision, shall 
take action in good faith to terminate such 
violation. In the event that the Project Manager 
has either failed to correct or r;orr.inence action 
to correct the violation within such allowed 
period (which itself may be a suhject of dispute 
for determination as above provided) it shall 
be deemed in default under this Participation 
Agreement and shall be subject to removal upon 
receipt of the notice referred to in Section 
36.1 hereof signed by the other Participant. 

36.2.3 The provisions of Section 27 hereof 
shall not apply to disputes as to whether or not 
an action or nonaction of the Project Manager, 
in its capacity as such, is a violation of or a 
default under this Participation Agreement. 

36.3 Upon the effective date of resignation or removal, 

as provided in this· section 36, the Project Manager shall 
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vacate said position and prior thereto the other Participant 

shall become the new Project Manager. Assumption of duties 

by the new Project Manager shall constitute its agreement to 

perform the obligations of said position pursuant to this 

Participation Agreement. 

37. ENVIRONMENTAL PROTECTION: 

37.l In recognition of the need to provide for the 

greatest feasible degree of environmental protection, the 

Participancs hereby covenant with one anocher chac in the 
( .·· 
•. construction and operation of the Project they shall install 

and operate air quality control equipi~:ent and water quality 

control equipment. 

37.2 The Participants, in recognition of all appli-

cable Federal, State and local laws, orders and regulations 

relating to environmental protection with which they intend 

to and shall fully comply, and the continuing need for the 

greatest feasible degree of env~ronmental protection, 

hereby affirm their understanding and further agree as set 

·forth in Sections 37.3 through 37.5 hereof. 

-79-

Exhibit MD-6
Page 85 of 196

153



( 

37.3 The Participants shnll install and diligently 

operate in Upit l and any additional Units facilities or 

equipment to comply with applicable Federal, State, or local 

laws, regulations or sta11dards for the removal of particu­

late, removal of oxides of sulphur, control of oxides of 

sulphur and nitrogen and the design of such Units will, to 

the extent practicable, provide for the future installation 

of any equipment or facilities required to comply with said 

Federal, State, or local laws, regulations, or standards. 

37.4 The Participants shall install and diligently _ 

operate as part of the Project such waste water and waste 

material control, and sewage control and disposal facilities 

as are necessary to comply with all applicable Federal, 

State, and local laws, orders and regulations. 

37.5 The Participants shall take appropriate measures 

to minimize the effect of the plant on the environment and 

shall recognize and consider the ecology of the area in the 

design of the Project. In developing plans for Unit l and 

any Additional Generating Units, appurtenant buildings, 
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substations, and coal and water handling facilities, due 

consideration will be given to minimizing adverse effects to 

the terrain on which they are located. 

38. TERM: 

38.l This Participation Agreement shall become effec-

tive when it has been duly executed and delivered on behalf 

of the parties hereto and shall remain in force and effect, 

subject to prior termination by unanimous agreement by the 

Participants, until the ahandon~ent cf the Project or such 

later date as may become the termination date of the last 

one of the Project Agreements to terminate. 

39. INTERESTS ACQUIRED IN THE NA.ME OF AN INDIVIDUAL PARTICIPANT: 

39.1 Any Participant which acquires in its name an 

interest in any real or personal prope~ty or a contractual 

right which is part of the Project shall acquire and hold 

same subject to this Participation Agreement and any appli-

cable Project Agreement, an~ shall transfer and assign an 

undivided interest therein to the other Participant so that 
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the ownership and rights of ·the Participants in such prop-

' erty or contract shall be as provided in this Participation 

Agreement or in the applicable Project Agreements. 

4 0. NOTICES: 

40.1 Any notice, demand or request provided for in this 

Participation Agreement or in the Project Agreements shall 

be deemed properly served, given or made if delivered in 

person or sent by registered or certified mail, postage 

prepaid, to the Participants at the annreRReR ~recified 

below: 

City of Austin 
P. O. Box 1088 
Austin, Texas 78767 

Attention: City Ma~ager 

Lower Colorado River Authority 
P. o. Box 220 
Austin, Texas 78767 

Attention: Office of the General Manager 

40.2 A Participant may, at any time, by written notice 

to the other Participant, designate different or additional 

persons or different addresses for the giving of notices 

hereunder . 

. 40.3 The Project Manager shall provide to each Parti-

cipa11t a cOi?Y cf any nc:.::.c·2, de.:::-i.r· .. d or request given or 

-82-

Exhibit MD-6
Page 88 of 196

156



received by it in connection with this Participation Agree­

ment or any of the Project Agreements. 

41. MISCELLANEOUS PROVISIONS: 

41.l Each P~rticipant agrees, upon request by the other 

Participant, to make, execute and deliv;r any and all 

documents and writings of every kind reasonably requested or 

required to implement this Participation Agreement and the 

Project Agreements. 

41.2 The cap~ions and headings appearing in this 

Participation Agreement and in the Project Agreements are 

inserted merely to facilitate reference and shall have no 

bearing upon the interpretation thereof. 

41.3 Each term, covenant and condition of this Partic­

ipation Agreement and of the Project Agreements is deemed to 

be an independent term, covenant and condition, and the 

obligation of any Participant to perform all of the terms, 

covenants and conditions to be kept and performed by it is 

not dependent upon the performance by the other Participant 

of any or all of th~ terms, covenants and conditions to be 

kept and performed by it. 
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41.4 In the event that any of ~he terms, covenants or 

conditions of this Participation Agreement or of any of the 

Project Agreements, or the application of any such term, 

covenant or condition, shall be held invalid as to any 

person or circumstance by any court having jurisdiction in 

the premises, the remainder of such agreement, and the 

application of its terms, covenants or conditions to such 

persons or circumstances shall not be affected thereby. 

41.5 The Participants do not intend to create rights in 

or to grant remedies to any third party as a beneficiary of 

this Participation Agreement or a Project Agreement or of 

any duty, covenant, obligation or undertaking established 

therein. 

41.6 Any waiver at any time by a Participant of its 

rights with respect to a default or any other matter arising 

in connection with this Participation Agreement or any 

Project Agreement shall not be deemed a wavier with respect 

to any subsequent default or matter. 
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Pait· ~·pad.on Agreemsni: to be executed as of 

-~--1 
f fl/. 19"~ 

o f,2.-L0..c{/.. ·U ' ' · 
CITY OF 1'USTIN 

ATTEST: 

City Clerk Se ore tar:/· 

the .. Lj?__ day 

LOWER COLORADO RIVBR 

ATTES~': 

-1~.r-1'.A 

Signatures of Cq ms el for Purposes of 
The Texas General Arbitration Act: 

.-·"\. City Attorn8y, Austin, Texas 
\ ~ . 

' . '·. ~ .. ,. ' . 
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EX!JIBIT A 

The Fayette Power Project ,,,j 1.1 consist of, but not lirni.tcd to, 
the following items that will be common to all gener:ating units 
to be installed at the chosen site: 

A. Land !or Plant Site and Cooling Lake 

The land requirement for the dam, cooling lake, 
purt1pi:1g .p_lc:;.rit, u.nd. c~r;cil c.nd 2.Sh storag-= is estirl\a ted 
to be 6400 acres. This site w.i.il accommodate an 
ultimate plant capacity of 3000 Mw and will be coromon 
for all uni ts. 

B. Coo.ling I,ai<e, Dam and Suillway 

The cooling lake is planned to be a staged de,velopm·:mt 
in that the initial reservoir will be designed to 
provide a 2500 acre lake that will accommodate appi:oxi­
mately 2200 Viw. The second stage of the develoi?men:.. 
will create approximately 1000 to 1200 acres ~1at will 
increase the allowable plant capacity to an e.xcess of 
3000 Hw. 

C. H.iver Pumping Plant a1,d Pipelir:-; 

'l'he pumping pLmt will be constructed on the banks of 
the Colorado River and a pipeline constructed for a 
distance of appro,:ir..::i.tely four miles to the plitnt si'::e 
and cooling reservoir. This will supply the Wilter £6r 
the reservoir and necessary plant use. 

D. Railroad Spur 

The railroad spur will be constructed froQ the existi~J 
railroad into and out of the ulant site for delivery of 
coal and plant construction material. 

E. Coal Handling Facilities 

A coal handling system will be provided which will 
consist of a car dumping facility, underground storage 
hoppers, stackoµt tower, a crusher house, and belt 
conveyor systems. There will also be an area desigr:ated 
for coal storage for the ultimate capacity of the plan~. 

F. Ash Handling Facilities 

Faciliti0s will be constr•.1cted consisting of t!rn p1:rr.p 
:...'.-.,·· -, .. .... J..,....... ~ . : ..: ~· ....... - ~ 1 -·.. . . . - ' - -· -· ..... _, - -· -. -· ... -· ... .. ; •·· - ' .. -- . - . . ,., . ,. . . . 

\,.!.,__ .... I.. .•• ...;...,_ ... '- :._) ;:.~.-..:.. .... 
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A fuel oil systen will be included consisting of a 
20,000 barrel storage tank, burner.ignitors and 
start-up guns '-1.sing a light "No. 2" fuel oil for 
start-up of tho boiler. 

lt.. l·1isczllaneous }Jlc.!1t F.qt1ir<;ni=nt 

Other common fnciliti.es will consist of an administ::::1tiv2 
buildi.!lg, a machine sho!,), a warehoi..se, a ma.intenoince 
shop, sc.:.11i taJ:j' se\·;age an.d \"'·aste \Vater treatment, ai1<l 
road\·la~z'S. 
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Fayette Power Project Unit No. 1 will ccnsi~t of a 683,700 ~vn 
electric cr2m~rator driven by et 3600 r;im, tn:-idem cor.1pm::1d, 
four-flow rclieilt, condensing steal":'. turbine having <i nomcpl.<1te 

, rating of 551, 922 ~z._,._, \·1J1en. SU!JfJlied \ .. ~ith steam at 2100 i)Ziq / ioooo I-'., witl1 rch2at. to 1.000° F., and 3.5" Ilg. ,\bs. exhaust 
prc .. ~~s~1~c. St.:~::.;~: ::01 .. t11e turbine i,,:ill be su1,plic:d fror~1 an 
outdoor wcst:,rn coal./lignite controlled circulation steam-

~,--.._,..... ... h-·---=r·• - ~-:"'lc'·1'1.,,.. -~-: '1 "0~ r·o~u --o··· ... a·s o~'- ho - . gen'--_.:. .. •-~.J ... . ·~-',,..:...;·:: ... ~ ... -:. ••. ·J o...J.1... .:,._ u,v · :/ ......... ...- ..... ur: . . "'\ 
stacked electrostatic precipit<itor will allow the unit to 
meet or exceed all federal and state air pollution regulnt~ons 
wJ1ile firi!lg 3Ub-biturainous western coal. The pla11t ~iil :·c 
arrariged to ucco~:r.";lodnte future So2 rcmO\tal equipr11ent i~'1 th.:~ 
event ligntte firing bcco~cs a reality. All asso6iated equi;­
rnent necessary for an operable coal fired plant will be 
included as a ?~rt of the unit. The turbine generator 
building and office building will be of rigid frame steel 
design. 

.. 
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FAYETTE POWER PROJECT 
PARTICIPATION AGREEMENT 

BETWEEN CITY OF AUSTIN & LCRA 

GENERAL AREA MAP 
EXHIBIT "B" 

\ r.. 
·ll ~,~:· 

·Y. 

i 
FAYETTE COUNTY 
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" 

R E S 0 L U T I 0 N 

BE IT RESOLVED BY THE CITY COUXCIL OF THE CITY OF AUSTIN: 

Th'1t the City of /.cistin e!lter into a participation agreeme.nt 

with J..o\ver Colorad0 River Authority ~~oviding for the construction, opera-,, 
I 

'.i 
tion and maintenance of jointly owned and operated electric generation 

'.1 facilities, to be known as the l'Ayette Power Project; Lower Colorado River ,, 
i! Auth.ol'ity and the City of Austin each owning an undivided fifty perce:-.~ 
I' ii (507') interest in said Project, with the Lower Cnlorado River Authority to 

ii act as project tianager; and the City Manager is hereby authorized and dh-e.:u,c! 

i! to do such things as cay be necessary to effect seid participation agreement: 
,. 

!; :.r....t ..... ,.. 0
_, .... .J .. .., - ,.._..., ~-- c.Il 4 ~~ bE~z.l.£ -L! ~h~ C~:::;r .:;£ ,'i,-.;,.s :::!.::. ii ·~ -- -·--~1~ ~~- 4V4 ~ -~ 

i! ADOPTED:~,;{ ,,,-t;-axtr,J) 19. 19 74. ATTEST :_,,..h--"...vz'-1.---0--~"---=---0--->n_~ht.---,-_~_-~· -
1' J ' CHy Clerk 

!I 
'! 
' 19AUG74 

ii DRB:bn 

Ii 
Ii 
ii 
I 

I 
' 
I' I 
I 

'1 
I: 
'I 

I 

I 
11 
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THE STATE OF TEXAS 

COUNTY OF TRAVIS I 

I, Grace Monroe, City Clerk of the City of Austin, Texas, 

do hereby certify thJt the foregoing instrument is a true and 

correct copy of a Resolution adopted by the! City Council of 

the City of Austin, Texas. at a regular meeting on the 19th 

d&y of September 
--~-----

19-2±_, and appears of record in Minute 

!look 50 of the Minutes of said City Council. 

City Clerk 
City of ,~ustin, Texas 
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: 

1080 .u1c:;rn1E:\T TO f,\YETTC ro1mn PllQ./ECT 

P,\HTIC!Pi\T!ON ,\GnEEl.!El;T 

This Amendment, made n.nd ent9red into by· and between 

the City of Austin, n. municipal corporation, herein referred 

to as "Austin," and Lower Colorado River Authority, a public 

corporation and state agency, herein referred to as 11 LCnA," 

W I T N E S S E T H: 

WHEREAS, on the 19th day of .September, 1974, •Austin 

and LCRA entered into the Fayette Power Project Participation 

Agreernent for the construction and operation of electric 

generating units, herein referred to as "1974 Participation 

Agreement''; and, 

WHEREAS, Austin and LCRA desire to amend .the Agreement 

to reflect refinements in operations; 

NOW, THEREFORE, in consideration of the premises and 

mutual covenants set forth, the parties hereto mutually contract 

and agree as follows: 

I. 

Sect ion 4, 11Def ini tions, 11 in the 1974 Participation 

Agreement is ~ended by adding the following subsections 4.32, 

4.33, 4.34, 4.35, 4.36 and 4,37. These definitions are pro­

vided to make more explicit the Texas Interconnected System 

(TIS) definitions, with which they are intended to be com­

patible: 

4.32 SHORT-TEnl! FIRM POWER AND ENERGY: Power and 

Energy that is scheduled to be delivered on demand over a 

definite period of time less than or equal to twelve (12) 

months. 

4, 33 LONG-TERl! FIRM POWER AND ENERGY: Power and 

Enerr,y that is scheduled to be delivered on <.lemand over a 

definite period of time, said time more than twelve (12) 

months. 
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4,34 SPr:::-;r;.;G ltESEnVE: Geueracin;: capabili.tr 

reserved to ensure a Participant's sys t<~m ~ucuri t y and/or 

to meet requirement:::; of tho TIS. 

4,35 ECONOllY POWEn AND ENERGY: Power. and Energy 

producible from previously unscheduled capacity available for 

sale to third parties on an interruptible bo.sis, usually at 

a cost less than the third party could produce the same amount 

of power and energy for itsel.f. 

4,36 NON-FIRM POWER AND ENERGY: Power and Energy 

that is produced either on-peak or off-peak that is specifi­

cally agreed to be interruptible under any particular condi­

tions agreed to by the parties involved. 

4.37 COST OF FUEL: The cost of coal used to generate 

power and energy, based on the previous month's cost of coal 

delivered to the site for the particular generation unit using 

the last in, first out (LIFO) method of accounting. In the 

event that actual cost data are not available at a particular 

billing date, an estimate of the costs will be used as the 

basis for billing with an appropriate adjustment made to a 

later month's bill as soon as the actual cost data become 

availablee 

II. 

Section 7, 11 Generating Capacity and Entitlements," 

in the 1974 Particip3.tion Agreement is amended by adding the 

following subsections: 

11 7 .5 In scheduling generating capacity for its 

account, each Participant shall be entitled to include each 

of t11e following to determine its take of generation capacity, 

it being expressly understood that each Participant shall 

treat its Entitlement as part of the generation belonging to 

its own electric power system. 

(i) Sufficient capacity to produce the 

quantity each Participant expects 

to receive into its own system. 

2. 
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(ii) Alt allowar1cn for unticl11atud line 

loss UH 1>rr1vitlcd Ln thu 1977 Fayette 

Powur Project Transmission l\grcemant. 

(iii) Any Spinning ncsbrve which such Parti­

cipant desires to carry from its share 

of the Project Generating Capacity. 

(iv) Any short-term or long-term firm Power 

and Energy sold to a third party. 

(v) Any economy, brokerage, or non-firm 

Power and Energy sold to a .third party. 

7,6 In the event that a Participant desires to sell 

Long-Terci or Short-Term Firm Power and Energy from its own 

Entitlement to a third party, such Participant shall obtain a 

written offer from the prospective purchaser, setting forth 

the price and terJ:lS under which the proposed sale will be made. 

For Short-Term Firm Power and Energy sales, the selling 

Participant shall transmit such offer to the other Participant, 

who shall have two (2) days to elect to purchase such Power and 

Energy for its own use at the same price and under the same 

terms as coritained in such offer. For Long-Term Firm Power 

and Eneri;y sales, the ·selling Participant shall i;ive the other 

Participant written notice of its intent to sell, including the 

terms and conditions, and the other Participant shall have 

.thirty ( 30") days to elect to purchase such Power and Energy 

for its own use at the same price and under the same terms and 

conditions. Once thjs option is exercised, the scheduling 

shall be mo.de accordini; to Sec. 7,5 (iv) herein. In either 

case, if the other Participant does not elect to purchase sucl1 

Power and Energy within the specified time, tl1e selling Parti­

cipant mo.y proceed with the sale to the third party. This 

rii;ht of first refusal shall apply to each prospective firm 

Bale contract but not to hour-to-hour sales under economy power 

and energy or to brokerage sales. 

3, 
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7.7 I::c.onomy Power and Ener.~r salus Uy either 

Pa.rticiµn.nt to third p:i.rtics shall he made by each Pn.rtici­

pn.nt individually. Tho p1·ocCl?<.i~ of any such sale shall be 

billed and coll~ct.ed inc.topcndontly by each Participant. 

For the! purpose of a.lloc=i.ting fucl cost, riny Participant's 

sale of such en.po.city shall lJ~ considered ns scheduled 

capacity for that Participant pursuant to 7.5 above. 

7.8 For any period mutually agreed upon that a 

Participant does not schedule according to Sec. 7.5 its full 

available Capacity Entitlement, the other Participant may 

• schedule for its account Firm Power and Energy from such un-

scheduled capacity, provided that: 

(i) The Participant that did not schedule 

its full available capacity expressly 

in writing or by such other means as 

may be agreed upon, authoriZes such 

schedulin~ for the entire agreed period. 

(ii) At the sole option of the Participant 

("l giving up a portion of its Capacity 

Entitlement, that Participant may choose 

whose fuel will be used in generating 

that portion of its capacity being used 

by the other Participant. I! the Parti-

cipant taking the unscheduled capacity 

uses the other Participant's fuel, then 

the Participant giving up a portion of 

its capacity will be reimbursed for the 

cost of the fuel used by tl1e Participant 

taking that capacity. 

(iii) The Participant taking the unscheduled 

capacity credits the account of the non­

taking Participant on a monthly basis or 

as otherwise agreed upon, for the amount 

of operntion and maiuten:iuce expenses, 

excluding fuel, corresponding to the MWH 

*except during periods of ~enerntion loss or other 
capacity limitations in which Firm Power and Energy 
schedules are subject to reduction according to 7.8 
(iv) herein. · 

4. 
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: 

amount of thu un::;chcdulcd capacity 

taken. S:Lid crudit for 01Jeration and 

mn.intcnancc expenses shall Uc deter-

minud by multiplying tt1e.unnual nvernge 

cost per mcgawn.tthour generated by the 

plant by the number of megawatthours of 

the unscheduled capacity taken from the 

plant for the billing period. The 

Participant taking unscheduled capacity 

shall also pay for the same billing 

periods capitalization costs applicable 

to the MW amount taken from the other 1 s 

Entitlement. The capitalization costs 

for each billing period shall be computed 

by: the product of the non-taking Parti­

cipant's embedded cost (revised quarterly) 

per megawatt of its FPP Entitlement, the 

capitalization factor (revised quarterly), 

reflected on the non-ta.king Participant's 

books for its FPP Entitlement, and the 

peak number of megawatts of the unscheduled 

capacity used during billing period. 

(iv) In the event that one or both units or 

any essential component of the transmission 

system develop capacity limitations, then a 

''floating entitlement" shall come into 

effect in which the reduced capacity is 

shared equally by each Participant. In 

such circumstances, each Participant is 

entitled to receive 50 percent of the 

reduced plant capacity, and the Parti­

cipant that had not scheduled its full 

Capacity EntitlemGnt, shall i1nve the 

right to reclaim as much of its reduced 

5. 
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( · 1 

: 

Entitlcmctit as is rc,tuirud to meet, 

or p:i.rtially mc~t, its ~chcdule 

nccordin~ to Sec. 7.~ l1crein. Any 

rcrnaiuini; unscheduled capacity may 

still be used by the other Participant 

according to the rules herein. 

7.9 For any period mutually agreed upon that a 

Participant does not schedule according to Sec. 7.5 its full 

available Capacity Entitlement, the other Participant may 

schedule for its own use such unscheduled capacity on a non­

firm, interruptible basis under the same conditions of 7.8 (i) 

and 7.8 (ii). The provisions of 7.8 (iii) shall not apply. 

The Participant giving up a portion of its Entitlement may 

recall part or all of that Entitlement at any time." 

III. 

Section 19, "Fuel Cost Allocation, 11 in the 1974 

Participant Agreement is amended by amending Sections 19.2, 

19.3 and 19.4 to read as follows: 

"19.2 In the event of more than one Generating Unit, 

it shall be the responsibility of the Project l!anager to assure 

that the co a]. moving to the bunkers of each Unit shall be 

weigh~d and sampled separately. In the case of coal provided 

under joint contracts with all Participants, the Project Manager 

shall bill each Participant upon delivery based on the pro­

portion of each Participant's respective interest in the coal 

contract under which the coal is delivered. In the case of 

coal purchased by any Participant individually, the Project 

Manager shall bill that Participant for the full cost at 

delivery. 

19.3 The Project Alo.nag-er shall keep separate records 

of the coal inventories for each coal contract for each Parti­

cipant. This record shall include the deliveries and the amount 

of coal burned by eacl1 Participant in meeting eacl1 Participant's 

schedule:!. Tho Project ~tanager shall ensure that each Parti­

cipant uses only coal from that Participant's own inventory, 

6. 
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except for g:eneration pursuant to Sections 7.8 (ii)- and the 

similar provision in Sec. 7 .9 where tile !JarticiµantH may 

othenvise agree to u::HJ tho other Participant's fuel. 

19.4 The costs of ash disposal chari;eable to FPC 

Account 501 shall be apportioned to the Participant in the 

ratio tha.t each Participant 1 s monthly Net Energy Generation 

scheduled !rem such Unit bears to the total monthly Net 

Energy Generation scheduled from such Unit." 

Except as expressly hereinabove amended~ all provisions 

ot the 1974 Participant Agreement as heretofore amended are 

ratified and reconfirmed. 

IN WITNESS WHEREOF, the parties have caused this amend­

ment to be executed to be effective as of the ~day of 

__ ::p__:_,. .. • .. ~='-==:.......:..i----· 198 •• 

CITY OF .AUSTIN 

LOWER COLORADO RIVER AUTHORITY 

7. 
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AMENDMENT TO FAYETTE POWER PROJECT 
PARTICIPATION AGREEMENT 

Whereas, the City of Austin, Texas ("Austin"), a municipal 

corporation chartered under the Constitution and the laws of 

the State of Texas, and the Lower Colorado River Authority 

("Authority"), a river authority incorporated under the laws of 

the State of Texas, previously have entered into the Fayette 

Power Project Participation Agreement dated the 19th day of 

September 1974 and as since amended (Participation Agreement), 

and 

Whereas, Austin and the Authority desire to amend certain 

provisions of the Participation Agreement, 

Now, therefore, in consideration of the mutual promises 

contained herein, Austin and the Authority hereby amend the 

Participation Agreement as follows: 

1. Exhibit A entitled "Common Station Facilities" is 

hereby deleted Section 4.7 - "Common Station Facilities" is 

hereby deleted and in its stead is inserted the following as a 

new section 4.7: 

4.7 - COMMON PROJECT SITE FACILITIES: Those components of 
the Project that are used in common by all Generating Units 
at the Plant Site. The question whether any real property 
or improvement thereto, or any personal property, machinery 
or equipment is a Common Project Site Facility shall be 
determined with reference to the operation, rather than the 
construction of the Generating Units. Without limiting the 
generality of the foregoing, the Plant Site, the cooling 
lake (or lakes), dam and spillway, and the river pumping 
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···· 1 

plant and pipeline, together with any additions or enlarge­
ments to the above, shall always be considered to be Common 
Project Site Facilities. 

2. Section 4.8 - "CONSTRUCTION WORK" is hereby amended to 

read as follows: 

4.8 - CONSTRUCTION WORK: All environmental impact studies, 
site and evaluation, acquisition of the Plant Site, engin­
eering, design, construction, contract Freparation, super­
vision, expediting, inspection, accounting, testing and 
start-up for Generating Units, Generating Units Common 
Facilities and Common Project Site Facilities up to the 
time of firm operation and the decommissioning, dismantl­
ing, removal and final disposition of all components of the 
Project, including, but not by way of limitation, all 
re.lated engineering, design, contract preparations, pur­
chasing, supervision. expediting, inspection, accounting, 
testing, management and protection. 

3. Section 4 .14 - "Generating Unit" is hereby amended to 

to read as follows: 

4.14 - GENERATING UNIT: An electric generating unit, 
including the components thereof (steam supply system, 
turbine, and generator including step-up transformers and 
other associated equipment), located on the Plant Site. A 
Generating Unit does not include Common Project Site Facil­
ities or Generating Units Common Facilities but does 
include that portion of the real estate encompassed within 
the boundaries of the Plant Site on which the Generating 
Unit sits. In addition, a Generating Unit includes all 
associated property and equipment used solely in conjunc­
tion with that electric generating unit. 

4. There shall be inserted a new Section 4.15 to read as 

follows: 

4.15 - GENERATING UNITS COMMON FACILITIES: Those compon­
ents of the Project that are for the common use of two or 
more, but less than all Generating Units consisting of, but 
not limited to, for example, railroad loops. coal dumpers. 
coal handling facilities. ash handling facilities, ash 
disposal facilities, ash ponds, coal piles, switchyards and 
storage buildings and the land associated therewith. 
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Ownership of Generating Units Corrunon Facilities shall be in 
the same proportion as ownership of the Generating Units to 
which the components are corrunon. 

5. sections 4.15, 4.16, 4.17, 4.18, 4.19 will be renum­

bered and Section 4.20 will be deleted in its entirety. The 

new Section Numbers· and their headings are as follows: 

4.16 - MANAGEMENT COMMITTEE 
4.17 - MINIMUM NET GENERATION 
4.18 - NET EFFECTIVE GENERATING CAPABILITY 
4.19 - NET ENERGY GENERATION 
4.20 - PARTICIPANT 

6 .. Section 5.1 is hereby deleted and the following para-

graph 5.1 is inserted in its stead. In addition, new para-

r] graphs 5.2, 5.3 and 5.4 are added. as follows: 

····1 

5.1 - Regardless of the Participants' respective 
expenditures for the construction and operation of the 
Plant Site and the Corrunon Project Site Facilities, 
each Participant shall own an undivided fifty percent 
(50%) interest in the Plant Site and the Corrunon 
Project Site Facilities as a tenant in common with the 
other Participant. Except as otherwise provided in 
this Section 5, the Participants shall not reimburse 
each other with respect to construction expenditures 
for Common Project Site Facilities. 

5.2 - Either Participant may propose Capital Additions 
and Capital Betterments to the Common Project Site 
Facilities not associated with the construction of any 
particular Generating Unit. Upon approval of the 
proposed project and its construction budget by the 
Management Committee, the Project Manager shall under­
take the construction of the proposed Capital Addi­
tions or Capital Betterments to the Corrunon Project 
Site Facilities in accordance with the general proce­
dures established for construction pursuant to this 
Agreement. In the absence of an agreement between 
themselves to the contrary, the Participants shall pay 
for the Capital Betterments and Capital Additions in 
the same proportion that each Participant's aggregate 
Generation Entitlement Share in each Generating Unit 

Exhibit MD-6
Page 110 of 196

178



···· 1 

then in commercial operation bears to the sum of the 
nameplate ratings of each such Generating Unit. 

5.3 - Either Participant may propose Capital Additions 
and capital Betterments to the Common Project Site 
Facilities which, though of use to the operation or 
construction of all Generating Units, are required by 
the construction or operation of one or more, but less 
than all generating units in existence or under con­
struction. Upon approval of the proposed project and 
its construction budget by the Management Committee, 
the Project Manager shall undertake the construction 
of the proposed Capital Addicions or Capital Better­
ments to the Common Project Site Facilities in accord­
ance with the general procedures established for 
construction pursuant to this Agreement. In the 
absence of an agreement between themselves to the 
contrary, the Participants shall pay for the project 
in the same proportion that each Participant's aggre­
gate Generation Entitlement Share in each Generating 
Unit whose operation or construction requires the 
construction of the Capital Additions or Capital 
Betterments bears to the sum of the nameplate ratings 
of all such Generation Units. 

5.4 - Notwithstanding any other provision of this 
Agreement to the contrary, the Project cooling reser­
voirs (Cedar Creek Reservoir and the proposed Baylor 
Creek Reservoir) shall always be characterized as 
Common Project Site Facilities. If and when the Man­
agement Committee decides that the construction of an 
Additional Generating Unit will require the construc­
tion and use of Baylor Creek Reservoir for proper 
cooling of the .existing or proposed Generating Units. 
the construction of Baylor Creek Reservoir and any 
associated water use facilities shall be paid for by 
the Participants in proportion to their respective 
ownership interests in the Additional Generating Unit 
which occasioned the construction of Baylor Creek 
Reservoir. Should any subsequent Additional Generat­
ing Units cooled from Baylor Creek Reservoir be built, 
the Participants shall, within 90 days after the date 
of commercial operation of any such Additional Gener­
ating Unit, make such payments among themselves as may 
be required so that each Participant's investment 
(including reimbursements here required) in the Baylor 
Creek Reservoir and associated water use facilities· 
bears the same proportion to the total of all con­
struction costs for such reservoir and facilities as 
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the sum of each Participant's Generation Entitlement 
Share in each Generating Unit cooled from Baylor Creek 
Reservoir bears to the sum of the nameplate ratings of 
all Generating Units cooled from Baylor Creek 
Reservoir. 

1. Section 6 is hereby amended to read as follows: 

6. ADDITION OF GENERATING UNITS: 

6.1 - A Participant may propose the construction of an 
Additional Generating Unit by written notice to the 
other Participant setting forth: · 

6.1.1 A general description of the proposed 
Additional Generating Unit and of proposed 
Capital Additions and Capital Betterments to the 
existing Common Project Site Facilities and Gen­
erating Units Common Facilities. describing the 
design features of the Unit, the designed gross 
and net capacity, and the proposed fuel and fuel 
source, identifying all Common Project Site 
Facilities. Generating Units Common Facilities 
and all associated facilities of existing Gener­
ating Units proposed for use in connection with 
the proposed Addicional Generating Unit or with 
respect to which Capital Additions or Capital 
Betterments are proposed. 

6.1.2 A plat of the Plant Site depicting the 
location of the proposed Additional Generating 
Unit. 

6.1.3 An estimate of the respective costs of the 
proposed Additional Generating Unit, Capital 
Additions and Capital Betterments. all in reason­
able detail. 

6.2 - Within forty-five (45) days after service of the 
written notice given pursuant to Section 6.1 hereof. 
the Project Manager shall furnish to. each Participant 
a statement, in reasonable detail, of all actual costs 
(without depreciation) of all Construction Work attri­
butable to the Generating Units Common Facilities and 
to facilities associated with existing Generating 
Units identified in Section 6.1.1 hereof, as shown on 
the books of such Project Manager. 
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6.3 - The non-proposing Participant may elect to par­
ticipate in the proposed Additional Generating Unit, 
Capital Additions and Capital Betterments up to a 
maximum 50% ownership share by means of a written 
election served upon the proposing Participant within 
three (3) months after service of the written notice 
given pursuant to Section 6.1 hereof. Failure of a 
Participant to exercise said election as provided in 
this Section 6.3 within the time period specified 
shall be conclusively deemed to be an election not to 
participate. 

6.4 - Should the non-proposing Participant elect to 
participate in the proposed Additional Generating 
Unit, the proposed Additional Generating Unit, Capital 
Additions and Capital Betterments shall be con­
structed, operated and maintained in accordance with 
the provisions of this Participation Agreement and the 
Project Agreements, and shall be owned by the Partici­
pants {subject to adjustments as provided herein) in 
the proportion established in the non-proposing Par­
ticipant's notice of election given pursuant to 
paragraph 6.3 above, and shall become a part of the 
Project. 

6.5 - Should the non-proposing Participant elect not 
to participate in the proposed Additional Generating 
Unit, the proposing Participant shall construct, and 
shall pay all costs of Construction Work, and the 
Project Manager shall operate and maintain the Addi­
tional Generating Unit. Capital Additions and Capital 
Betterments proposed pursuant to Section 6.1 hereof. 
The Additional Generating Unit shall be owned by the 
proposing Participant, and shall become part of the 
Project. 

6.6 - Within two months after the proposing Partici­
pant has determined the actual costs of the Capital 
Additions and Capital Betterments to the previously 
existing Common, Project Site Facilities. Generating 
Units Common Facilities. and facilities associated 
with previously existing Generating Units undertaken 
in conjunction with the Additional Generating Unit, 
the Project Manager shall furnish to each Participant 
a statement showing the following: 

6.6.l each item of all actual costs of all 
Generating Units Common Facilities incurred to 
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date. This list shall include each item of all 
actual costs of Common Project Site Facilities 
and facilities previously associated solely with 
an individual Generating Unit which, with the 
operation of the Additional Generating Unit, have 
become items of Generating Units Common 
Facilities. 

6.6.2 the total of all expenditures for Generat­
ing Units Common Facilities identified above 
incurred by each Participant to date; 

6.6.3 a proration among the Participants of the 
costs of each item of Generating Units Common 
Facilities identified above according to their 
respective ownership interests in the Generating 
Units to which the items of Generating Units 
Common Facilities are common; 

6.6.4 a comparison of each Participant's expen­
ditures for Generating Units Common Facilities 
identified in 6.6.2 above with the sum of each 
Participant's prorated costs identified in 6.6.3 
above. 

If the Participants' actual expenditures and prorated 
costs of Generating Units Common Facilities are not 
equal, the Participant whose expenditures are less 
than its prorated cost shall, within 30 days of 
receipt of the information called for in this para­
graph, pay to the other Participant the difference 
between its expenditures and its prorated costs. For 
the purpose of any future calculations to be made with 
reference to the Participants' expenditures for Gener­
ating Units Common Faciltiies, the Participants' 
actual expenditures shall be debited or credited for 
the amount of any payment made pursuant to this 
paragraph. 

8. Section 9.4 is hereby amended to read as follows: 

9.4 - All matters coming under the authority of the 
Management Committee shall be decided by majority vote 
of the members of the Committee with each member 
having equal voting rights; provided, however, that 
representatives of a Participant with no ownership 
interest in a particular Generating Unit shall not 
vote on matters relating solely to the construction or 
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operation of that Generating Unit, and not materially 
affecting other Generating Units. All decisions 
reached by the Management Committee on matters con­
cerning the Project and properly before the Management 
committee for decision pursuant to the terms of this 
Participation Agreement or the Project Agreements 
shall be binding upon all Participants. 

9, section 10.2 is hereby amended to read as follows: 

10.2 - Austin hereby appoints the Project Manager as 
its agent with respect to those Generating Units and 
Generating Units Common Facilities in which Austin has 
an ownership interest and for Common Project Site 
Facilities. The Project Manager shall undertake as 
Austin's agent for the Generating Units and Generating 
Units Common Facilities in which Austin has an owner­
ship interest and for Common Project Site Facilities 
and as principal on its own behalf, the responsibility 
for the performance and completion of Construction 
Work and Station Work required by this Participation 
Agreement. 

~ 

10. A new Section 10.4 is added, as follows: 

10.4 - The books of account and the financial records 
of the Project Manager and the affairs of the Project 
as a whole snall be kept and conducted on a fiscal 
year ending June 30 of each year. 

11. Section 12.1.6 is hereby amended to read as follows: 

12.l.6 All costs of Construction Insurance. all 
costs of any loss. damage or liability arising 
out of or caused by Construction Work which are 
~t satisfied under the coverage of Construction 

Insurance. and the expenses incurred in settle­
ment of injury and damage claims, including the 
costs of labor and related supplies and expenses 
incurred in injury and damage activities (all as 
referred to in FPC Account 925), because of any 
claim arising out of or attributable to the past 
or future performance or nonperformance of Con­
struction Work. including but not limited to any 
claim resulting from death or injury to persons 
or damage to property. 
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12. section 14.2 is hereby amended to read as follows: 

14.2 - The expenses described in paragraph 14.l.l 
above relating to Common Project Site Facilities shall 
be borne by the Participants in the same proportion as 
the sum of each Participant's Generation Entitlement 
Share in each Generating Unit bears to the sum of ~he 
nameplate rated capacity of all Generating Units. 
Those expenses associated with the operation of the 
Generating Units and the Generating Units Common 
Facilities shall be apportioned to each of the Gener­
ating Units and allocated among the Participants 
according to their respective ownership interests in 
the Generating Unit to which the cost is attributed, 
to allow Austin and LCRA. as near as practical and in 
keeping with sound utility practices. to pay for their 
proper portion of such costs and expenses. 

13. Section 14 3 is hereby amended to read as follows: 

14.3 - Expenses described in Section 14.l.2 hereof 
shall be charged directly to each Generating Unit, 
Generating Units Common Facilities or the Common 
Project Site Facilities, as the case may be. The 
expenses so charged directly to the Common Project 
Site Facilities shall be allocated to each Generating 
Unit in the proportion that each Unit's nameplate 
rated capacity bears to the sum of all Generating 
Units nameplate rated capacities, so that, in keeping 
with sound utility practices, the Participants may pay 
for their proper proportion of such costs and expenses. 

14. Sections 16.3 and 16.4 are amended to read as follows: 

16.3 - The Management Committee shall establish a 
minimum amount for the Operating Account so that the 
Project Manager will have Operating Funds to pay for 
expenditures or obligations incurred by the. Project 
Manager pursuant to this Participation Agreement. 
Such minimum amount may be revised by the Management 
Committee at any time. The original minimum amount 
and any increase therein shall be allocated among the 
Participants as described in Section 14.2 and shall be 
due and payable within fifteen (15) business days 
following notification of the establishment of the 
Operating Account or the date on which any increase in 
such minimum amount shall become effective. rn the 
event the Management Committee authorizes a decrease 
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in such minimum amount, then each Participant shall 
receive a credit which shall be equal to its propor­
tionate share of the.minimum amount. 

16.4 - Each Participant shall advance Operating Funds 
to the Operating Account on the basis of bills it 
receives from the Project Manager which reflect such 
Participant's share of costs and expenses determined 
in accordance with this Participation Agreement as 
follows: 

16.4.l Costs incurred in the acquisition of fuel 
(excluding separately billed transportation 
charges) and Project Insurance shall be billed in 
a Request for Funds. Such a Request shall be 
based on invoices or statements from vendors and 
shall be due prior to the date of payment on 
invoices. 

16.4.2 The Management Committee shall set an 
amount to be advanced weekly to cover invoices 
for fuel transportation charges. The advance for 
the first week of the month shall include an 
adjustment for the difference between amounts 
advanced and actual transportation costs incurred 
in the prior month. 

16.4.3 All other costs and expenses incurred in 
the operation and maintenance of the Common 
Project Site Facilities, Generating Units Common 
Facilities and Generating Unit3, including costs 
recorded in FERC accounts 107 and 108, shall be 
billed to the Participants after the close of the 
books for the month. 

16.4.4 To the extent that the minimum amount 
described in Section 16.3 will not cover monthly 
costs and expenses billed pursuant to Section 
16.4.3, the Project Manager may request payment 
of additional funds based on actual invoices or 
estimated amounts. Such an advance shall be due 
within five business days from the date of sub­
mittal of the request and shall be credited to 
the Participants when calculating costs and 
expenses billed pursuant to Section 16.4.3. 

15. Section 18.l is hereby amended to read as follows: 
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18.l - The Project Manager shall solicit and obtain 
bids and contract proposals for a proposed supply of 
fuel for Generating Units in which both LCRA and 
Austin shall have an interest and shall submit such 
bids and proposals to the Management Committee for 
review and approval. With respect to additional 
Generating Units, such proposed fuel supply arrange­
ments shall be consistent with the fuel and fuel 
source identified in the notice required by Section 
6.1.1. Any fuel supply contracts approved by the 
Management Committee shall be then submitted to the 
Participants. Both Participants shall execute fuel 
contracts pertaining to Generating Units in which LCRA 
and Austin have a joint participation. 

16. Section 19.l is hereby amended to read as follows: 

19.l - The cost of purchasing a reserve supply of fuel 
shall be apportioned to the Participants to allow 
Austin and LCRA, as near as practical and in keeping 
with sound utility practices. to pay for their proper 
proportion of such costs and expenses. 

17. Section 19.2 is hereby amended to read as follows: 

19.2 - In the event of more than one coal-fired Gener­
ating Unit, it shall be the responsibility of the 
Project Manager to assure that the coal moving to the 
bunkers of each coal-fired Unit shall be weighed and 
sampled separately. The cost of coal burned in each 
respective coal-fired unit in each calendar month as 
reflected by invoices submitted by the fuel suppliers 
and related costs chargeable to FPC Account 501 shall 
be in accord with the quantity of coal weighed and 
sampled during the movement into the bunkers of the 
respective Units. 

18. Section 24 is hereby amended to read as follows: 

24.l - If a Generating Unit or Generating Units Common 
Facilities should be damaged or destroyed to the 
extent that the estimated cost of repairs, replacement 
or reconstruction is not more than one hundred percent 
(100%) of the aggregate amount of the proceeds from 
property damage insurance carried and covering the 
cost of the repairs, replacement or reconstruction of 
such Generating Unit or Generating Units Common Facil­
ities, the Participants, unless otherwise unanimously 
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agreed, shall repair, replace or reconstruct such 
Generating Unit or Generating Units Common Facilities 
to substantially the same general character or use as 
the original. The Participants shall share the cost 
of such repairs, replacements or reconstruction in 
proportion to their respective ownership interest in 
the Generating Unit or Generating Units Common Facili­
ties so destroyed. 

24.2 - If a Generating or Generating Units Common 
Facilities should be damaged or destroyed to the 
extent that the estimated cost of repairs, replacement 
or reconstruction is more than one hundred percent 
(100%) of the aggregate amount of the proceeds from 
property damage insurance carried and covering the 
cost of the repairs. replacement or reconstruction of 
such Generating Unit or Generating Units Common Facil­
ities, the Participants shall, upon agreement, repair, 
replace or reconstruct such Generating Unit or Gener­
ating Units Common Facilities to substantially the 
same general character or use as the .original; pro­
vided, however, that should the Participants not agree 
to repair, replace or reconstruct such Generating Unit 
or Generating Units Common Facilities. then any Parti­
cipant who does not agrse to repair, replace or iecon­
struct shall sell its interest in such Generating Unit 
or Generating Units Common Facilities to the Partici­
pant desiring to repair, replace or reconstruct such 
Generating Unit or Generating Units Common Facilities 
for a price equal to the selling Participant's propor­
tionate interest in the salvage value of such Generat­
ing Unit plus such Participiant's proportionate cost. 
less depreciation at the maximum straight line rates 
then applicable to like properties under the Federal 
income tax law, in the interest in the Generating 
Units Common Facilities so sold. 

24.3 - If any of the Common Project Site Facilities 
should be destroyed. the Participants sh~ll, unless 
otherwise agreed. repair or reconstruct same to sub­
stantially the same character or use as the original. 
The Participants shall share the costs of such repair 
or reconstruction in proportion to the ownership of 
the Project as set forth in Section 5 above. 

19. Section 26.l is amended to read as follows: 

26.l - Each Participant shall protect, indemnify, and 
hold the other Participant, and its directors, 
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officers and employees, free and harmless from Con­
struction Work Liability arising out of construction 
of an Additional Generating Unit in which the other 
Participant has no ownership interest. Except as 
provided in the previous sentence, Participants shall 
have no remedies against the other Participant for 
tortious conduct arising out of the ownership of the 
Project, or any portion thereof, or out of Construc­
tior. ·lark or Station Work except when the claim 
res : from Willful Action. 

20. 3tin and the Authority expressly agree that anY. 

term, c :ion, covenant or agreement· set forth in this 1984 

amendmer iall control over any term, condition or covenant in 

the Par· pation Agreement that may be in conflict. 

IN W. ESS WHEREOF, the parties hereto have caused this 

amendmen· o the Participation Agreement to be executed as of 

the :30 day of i'?Ja-¥ ub , 1984. 

CITY OF AUSTIN 
Attest: 

~~ By:J ·~ 
r-gsTcarr as co 

Acting City Manager 

LOWER COLORADO RIVER AUTHORITY 
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l 
RELEASE AGREEMENT BETWEEN CITY OF AUSTIN 

AND LOWER COLORADO RIVER AUTHORITY 
CONCERNING PARTICIPATION IN FAYETTE POWER PROJECT 

UNITS 3 AND 4 

Whereas, the City of Austin, Texas (Austin), a 

municipal corporation chartered under the constitution and 

laws of the State of Texas, and the Lower Colorado River 

Authority (LCRA), a river authority incorporated under the 

laws of the state of Texas, previously have entered into 

the Fayette Power Project Participation Agreement dated 

the 19th day of September, 1974 and as since amended 

(Participation Agreement) and, 

Whereas, Austin and LCRA on January 31, 1984 

entered into a Memorandum of Understanding concerning the 

Fayette Power Project (Fayette) and, 

Whereas, Austin has heretofore paid the LCRA 

$2,775,622.44 in payments for Fayette Unit 3 and, 

Whereas, Austin desires to relinquish any rights 

it may possess under the Participation Agreement con-

cerning participation in Fayette Units 3 and 4 and, 

Whereas, the LCRA desires to repay to Austin the 

-] sum of $2,775,622.44 previous paid to LCRA~ 
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Now, therefore, Austin and LCRA mutually agree as 

follows: 

1. Austin does hereby release, discharge and 

relinquish any and all rights it may have now or in the 

future under said Parti~ipation Agreement for parti­

cipation in Fayette Units 3 and 4 and further release the 

Lower Colorado River Authority from any duty, obligation 

or notice requirement under said Participation Agreement 

concerning Fayette Units 3 and 4. 

2. The LCRA does hereby release, discharge and 

relinquish any and all claims, disputes or actions it may 

have against Austin now or in the future for any payment 

or any other duty or obligation for any Particiation and 

ownership in Fayette Unit 3 and 4 arising out of, or in 

connection with said Participation Agreeent. 

3. In consideration of the foregoing, Austin 

does hereby agree: 

a. To Authorize LCRA to utilize Powell Bend 

lignite in Fayette Units 1 and 2 for the LCRA 

account provided that the utilization of 

Powell Bend lignite does not result in 

exceeding any regulatory requirements or 

materially affect performance of Fayette 

- 2 -

l 
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Units 1 and 2 or require Austin to reduce its 

western coal commitments below Austin's 

minimum take levels. 

b. To provide funding for Austin's pro-rata 

share ~f the conversion of Fayette Units 1 

and 2 to dry fly ash. 

c. To reserve to LCRA that certain portion of 

land at the Project Site designated for Unit 

4 on Exhibit "A" attached hereto; provided, 

however, that Unit 4 is fueled by Cummings 

Creek lignite, that Unit 4 utilizes 

Generating units Common Facilities with Unit 

3, that Unit 4 utilizes the same basic design 

concepts as Unit 3 and that Unit 4 is the 

same nominal size as Unit 3. 

4. In consideration of the foregoing, LCRA does 

hereby agree: 

a. To sell Austin Powell Bend lignite for 

Fayette Units 1 and 2 at LCRA's cost, 

including reasonable compensation for LCRA's 

risk. 

- 3 -
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b, To pay Austin the sum of $2,775,622.44, in 

good and legal tender or to credit Austin's 

Fayette account for that amount, at Austin's 

option, said payment to reflect the total 

refund due Austin for progress payments made 

toward Fayette Unit No. 3. 

In witness whereof the parties hereto have caused 
:7tt 

this release to be executed as of the 3 ()'day ofJ?J4.,...c.b , 

1984. 

City of Austin 

By: 
\Jp~ car rasco 
Acting City Manager 

Lower Colorado River Authority 

- 4 -
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STATE OF TEXAS 

COUNTY OF TRAVIS 

1975 JOINT TRANSMISSION AGREEMENT .. BETWEEN 

LOWER COLORADO RIVER AUTHORITY AND 

CITY OF AUSTIN 

THIS AGREEMENT, hereinafter referred to as the "1975 Agree­

ment", between the Lower Colorado River Authority, hereinafter called 

'Authority•, acting pursuant to resolutions of its Board of Oirectors, 

and the City of Austin, a municipal corporation, situated in Travis County, 

Texas, acting pursuant to actions of its City Council, hereinafter called 

11 City 11
; 

W I TN ES S ETH: 

I. 

CONSIDERATION 

City desires to construct certain facilities on certain Auth­

ority right-of-way, and Authority agrees to allow City to construct said 

facilities, and to cooperate with City in said construction, as hereinafter 

set forth. Consideration for this agreement consists of the mutual agree­

ments contained herein and the mutual benefits to accrue to the parties 

hereto from said agre.,,..,nts. 

I I. 

PRIOR AGREEMENTS 

City and Authority, for their mutual benefits, have entered into 

several mutual agreements prior to this 1975 Agreement .. including an agree­

ment entitled "1966 Agreement Between Lower Colorado River.Authority and 

City of Austin", dated December 15, 1966, executed for the City and Auth-

.. ority, respectively, by W. T. Williams, Jr., City Manager, and Sim Gideon, 

General Manager, which said agreement is referred to hereinafter as "1966 

Agreement•, and which provided for, among other things, the joint use by 

the said parties of existing rights-of-way. 

-1-
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The portions of the 1966 Agreement which are most pertinent· 

to this 1975 Agreement are as follows: 

(1) Article XI, Subsection E-3, of said 1966 Agreement, which 

contemplates mutual agreement to construct additional projects. 

(2) Paragraph F of said Article XI, which provides for specific 

authorization by both parties of said additional pro,jects after detail de­

sign and cost estimates have been made and prior to construction. 

(3) Paragraph G of said Article XI, which provides a method 

of sharing cost an transmission structures which are to be jointly used. 

III. 

1975 AGREEMENT TERMS 

A. City agrees to construct as soon as City deems· ft practicable, 

and bear all right-of-way costs and damages, ff any, resulting from such 

construction, at its own cost, the following described transmission 

structures on the existing Authority's right-of-way from HiCross Substation 

ln Travis County, Texas, to a junction point, 6.96 miles, more or less, 

generally east of said substation, and on a right-of-way provided and paid 

for by the City of Austin from said junction point 11.16 miles, rn:ire or 

less, to the Decker Power Plant, as indicated on the map'attached hereto, 

and incorporated herein, marked Exhibit "A": 

(1) On that portion of said right-of-way fran HlCross Substation 

to the above described junction point (6.96 miles generally east of HiCross 

Substation), excluding that portion described ln paragraph (2) below, double 

circuit structures shall be built and said double circuit structures shall 

be offset on the right-of-way to provide space thereon for future construction 

of another line of transmission structures, and said structures shall accom• 

modate 795,000 CMACSR bundled conductor. 

(2) On that portion of said right-of-way which ls south of Berg­

stra11 Afr Force Base and within the height restricted runway approach, provisions 

will be 1uade fol' four circuit low profile structures, with an initial installation 

of only that part required for two circuits. The City will prov.ide and pay for 

the additional 75 feet wide by 5,130 feet long right-of-way required to accom­

modate the low profile structures. Said structures shall acco11111odate 795,000 

' ·, ~\'::li'.'.\c DIACSR .bundl.ed ·conductor. 

-2-
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(3) On that portion of said right-of-way from the above described 

Junction point to Decker Plant, double circuit structures shall be built and 

said double circuit structures shall be offset on the right-of-way to provide 

space theron for future construction of another line of transmission struc­

tures, and said structures shall accoarnodate 795,000 CMACSR bundled conductor. 

B. The above described structures shall be used as follows: 

(1) The double circuit structures which will be located on the 

right-of-way provided and paid for by the Authority shall provide one cir­

cuit each for City and Authority. 

(2) The double circuit structures which will be located on the 

right-of-way provided and paid for by the City shall provide one circuit for 

City with provisions for a future circuit for Authority. 

IV. 

PAYMENT OF COSTS 

A. The cost of installation of the structures described under Sec­

tion III shall be borne by City, and City shall provide Authority upon the 

completion of the construction of such structures a detailed and complete 

breakdown of the costs incurred during such construction. City after coor­

dination with Authority shall remove Authoritie's existing structures, and 

transfer the existing conductors to the new structures, and upon completion 

of said removal and transfer, City shall reimburse Authority for any cost 

incurred by the Authority. 

B. Should Authority, subsequent to the above described construction, 

rebuild or replace its existing circuit provided for in Section III, 8 (1) 

to increase its capacity, Authority shall, at the time such rebuilding or 

replacing is completed, pay City one-half of the installed cost of the 

double circuit structures described in Section III A(l) and A(2). 

C. Should Authority, subsequent to the above described construction, 

build the circuit provided for in Section III, 8(2), Authority shall at the 

time such circuit is completed, pay City one-half of the installed costs of 

the double circuit structures described in Section III, A(J). 

-3-
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v. 
RATIFICATION OF PRIOR 

AGREEMENTS 

( 

Except as herein expressly modified or changed, each and all of 

the provisions of all earlier agreements between the City. and the Authority, 

including said 1966 Agreement, are in all things ratified, affirmed and 

approved. 

IN WITNESS WHEREOF the parties hereto have caused this 1975 

Agreement to be executed by~uthorized officers this 

'f .t;I._ day of ~ , 1975. 

CITY OF AUSTIN 

BY~; ~~·~ 
- - 1 nager' 

ATTEST: 

Aw~ 

ATTEST:_ ~ 

~-et~a"'r""y""""""::..,:,: 
\ .\ ·I .1 1 I' 

.,·\ .··' . . . ·. ' '' 
) . '( . 

I ' \ ' \ J 

. J . . , 

'· .. ' 0 

' ,_ ... , 

-4-
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. .. · 
-~ 
(,. __ , 

,/ /' ~ 
I/ .: / / .p . ..: .. ·././.-'..·-·'- ' 

RECEIVED 

APR 1 8 1977 

Planning Dept. 

THE FAYE TT E P·O WE R P R 0 J EC T 

T R A N S M I S S I 0 N A G R E E M E N T 

FEB 1 7 1977 
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THE FAYETTE ~OWER PROJECT 

TRANSMISSION AGREEMENT 

1. PARTIES: The parties to this Agreement are: CITY OF 

AUSTIN, hereinafter referred to as "Austin," and LOWER 

COLORADO RIVER AUTHORITY, hereinafter referred to as "LCRA." 

2. RECITALS : 

2.1 The parties have heretofore entered int~ a Parti­

cipation Agreement dated September 19, 1974, (the Parti­

cipation Agreement) providing for the construction, opera­

tion, and maintenance of jointly owned and operated electric 

generation facilities to be known as the Fayette Power 

Project (the Project) , and each will be entitled to equal 

shares of the power and energy available at the Project 

Switchyard. 

2 .• 2 A. coordinated transmission system using both 

jointly owned transmission facilities and facilities solely 

owned by each party will provide the most efficient and 

economical means of transferring the generation entitlement 

of the parties from the Project to their respective distribution 
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systems and will assist Austin.in the transmission of power 

and energy from the South Texas Nuclear Project to its 

Electric System. 

2.3 The purpose of this agreement is to provide for 

the timely acquisition, construction, installation, main­

tenance and operation of such a coordinated transmission 

system. 

3. AGREEMENT: In consideration of the mutual benefits and 

covenants herein, the parties agree as ·hereinafter set 

forth. 

4. GENERAL PRINCIPLES AND DEFINITIONS~ 

4.1 Exhibit "A" attached hereto is a schematic diagram 

showing transmission facilities and circuitry contemplated 

by this Agreement. 

4.2 Exhibit "B" attached hereto is a schematic diagram 

showing the communication and control facilities contemplated 

by this Agreement. 

·-2-
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4.3 In all instances when one party hereto has the 

responsibility of designing, planning, procuring, installing 

or constructing any facility hereunder and the facility will 

be jointly. owned, the applicable provisions of the Parti­

cipation Agreement shall be followed as though the perform­

ing party were the Project Manager and the facility would be 

a Project facility. 

4.4 If economy or efficiency will be enhanced, the 

Management Committee of the. Project may designate either 

party to act as agent for the other in acquiring specified 

equipment or services for any facility contemplated by this 

agreement, regardless of the final ownership and operating 

arrangement. 

4.5 The scope, quality and frequency of maintenance of 

all jointly owned equipment and solely owned equipment 

·located on or at jointly owned facilities or on or at solely 

owned faci1ities of the other party shall be determined by 

the Management Committee under applicable provisions of 

the Participation Agreement. 
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4.6 This Agreement relates to the Proj~ct and shall be 

considered a Project Agreement with the following specific 

understandings and conditions: 

4.6.l Except for that jointly owned property 
covered by this agreement and designated as Project 
Property, none of the properties, facilities or 
equipment contemplated by this Agreement, whether 
solely or jointly owned by the parties, shall be con­
sidered part of the Project as such is defined and 
described in paragraph 4.26 of the Participation 
Agreement. 

4. 6. 2 Notwithstanding the provisions of 4. 6 .1 ~ ·· · 
above, the Participation Agreement, where it is not 
inconsistent with the provisions of this-Transmission ·i 

Agreement~--is incorporated herein, made a part hereof 
and shall bind LCRA and Austin with respect to their 
individual and collective rights, duties, and obliga­
tions in and to all of the jointly owned or maintained 
properties and facilities contemplated by this agreement. 

4.6.3 The provisions for construction, installation 
and maintenance of equipment and facilities herein shall 
apply only to the equipment and facilities covered hereby 
and shall not be construed to cover any future additions 
by either party. · 

4.7 Termination of a transmission line includes cir-

cuit breakers1 two (2) air disconnect. switches per circuit 

breaker; bus from associated circuit breaker to the first 

contact point of the transmission line on the dead end 

structures; dead end structures; lightning arresters; wave 
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trap;· coupling capacitor potential device; line insulators 

and hardware; associated foundations and supporting struc­

tures; relaying and supervisory control; tie line tele­

metering when required. 

4.8 The term "breaker" as used in this agreement means 

circuit interruption.devices which have the effect of 

permitting or not permitting the flow of power and energy 

through the device including air switches which are con­

nected to each.individual breaker. 

4. 9 The term ·~joint interest breaker" as used in this 

Agreement means a breaker the operation of which by one 

party could affect the functional integrity of the other 

party's electric system. 

4.10 The term "operational supervision of a breaker" 

means the capability of operating the breaker. 

4.11 The term "use of house and tower" as used in this 

Agreement means that the user may install equipment, run 

cables, use available AC and DC power and use available 19" 

relay rack space if any exists. The extent of tower use is 

l.imited by design strength. 
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4.12 Common substation facilities incl~de control 

house and fence; main bus; potential transformation of main 

bus voltage for relaying and metering; station service; 125 

Volt DC control power; grounding grid; control conduit 

system. 

4.13 The term "wheeling of power" for the purposes of 

this agreement means the transmission of power belonging to 

one party through the transmission system belonging to 

another. 

5. CONSTRUCTION AND INSTALLATION OF. FACILITIES 

5.l PROJECT SWITCHYARD EQUIPMENT 

5.1.1 Description 

5.1.l.l all equipment necessary to connect 
the high voltage terminals of generating units l and 2 

· step-up transformers to the first contact point of 
incoming 345KV transmission lines from the Fayette­
ville, Austrop and Holman Substations on the switchyard 
dead end structure as shown on Exhibit A. ,_.;... .. , -r·'. 

_§_. l". l. 2 single side band power line carrier 
equipment and protective relaying for the transmission 
line to Holman Substation including line trap, coupling 
capacitor, line tuner, four-channel single side band 
power line carrier and one terminal of protective 
relaying. 
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5.1.1.3 m~ltiplex and interf~ce equipment 
for microwave communication between LCRA System Opera­
tions Control Center and Lytton Springs Substation., 
Holman Substation and Fa~ette Power Prtject. 

5.1.1.4 All equipment necessary to establish 
a point of interconnection between the parties at this 
location. 

5.1.2 Installation 

5.1.2.l The equipment described in 5.1.1.1, 
s.1.1.3 and 5.1.1.4 shall be provided and installed by 
LCRA. 

5.1.2.2 The equipment described in 5.1.1.2 
shall be provided and installed by Austin. 

5.1.3 Ownership 

· 5.1.3;1 All equipment described in 5.1.1 
shall be owned and paid for jointly by the p"arties and,· 

(except "the. main microwave carrier system and its 
accessories which is owned and paid for solely by 
LCRA} shall be Project Property and part of the Project. 

5.1.4 Maintenance: All switchyard equipment 
shall be maintained by LCRA at joint cost to the 
parties except the power line carrier, associated 
equipment and protective relaying for the line to 
Austrop Substation and the equipment described in 
5.1.1.3 which shall be maintained by LCRll at its sole 
cost. The equipment described in 5.1.1.2 shall be 
maintained by Austin at its sole cost. 

5.1.5 Breaker Operation: LCRA shall have sole 
control of the breakers terminating its 345 KV double! 
circuit line toFayetteville Substation and, as l'roject 
Manager, control of the breakers terminating Project 
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generators l and 2 into the 345 K\T buses. The breakers 
terminating the 345 KV lines to Austrop ·and Holman 
Substations shall be joint interest breakers under the 
operati.onal supervision of LCRA • 

. . ,._,.. 5. 2 TRANSMISSION CORRIDOR 

, ' .u --

1'' 
'°').,. 

. \' 
r~·.l"d,.:·. 
·- ~ ·.: 

5.2.l Description: A transmission line right-of­
way of sufficient width to accommodate two (2) 345 KV 
double circuit transmission structures from the Project 
Switchyard to LCRA's existing 138 KV transmission line 
from Winchester to Fayetteville a distance of approxi­
mately five (5) miles. 

5.2.2 Acquisition and Ownership: This right-of­
way shall be acquired by LCRA for the joint ownership 
of the parties and shall be used for the Project to 
Fayetteville and Project to Austrop transmission lines. 

· 5.2.3 Maintenance: This right-of-way shall be 
maintained by LCRA for the joint account of both parties. 

5.3 TRANSMISSION LINE TO AND SUBSTATION EQUIPMENT 
AT FAYETTEV.ILLE SUBSTATION 

5.3.l Description: A new 345 KV bundled 795 MCM, 
ACSR transmission line with double circuit structures 
from the Project Switchyard to LCRA's Fayetteville 
Substation a distance of approximately seven and one­
half (7-l/2) miles to be constructed on the jointly 
owned transmission corridor and on new right-of-way to 
be acquired and owned by LCRA; the equipment necessary 
to terminate such transmission line at such substation 
and a 600 MVA 345/138 KV auto-transformer and asso­
ciated equipment. 

5.3.2 Construction, Installation, Ownership 
and Maintenance: The transmission line and all sub­
station equipment shall be constructed, installed, 
operated and maintained by LCRA at its cost and owned 
by it. 
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5~3.3 Control of Substation Equipment: All 
substation equipment shall be under the·sole control of 
LCRA. 

5.4 TRANSMISSION LINE TO AND SUBSTATION EQUIPMENT 
' f' AT AUSTROP SUBSTATION 

-.... 

5.4.1 Description: 

5.4.1.1 A new single.circuit 345 KV bundled 
795 MCM, ACSR transmission li.ne from the Project Switch­
yard to the existing jointly owned Austrop Substation 
to be constructed on the jointly owned transmission 
corridor and on new right-of-way to be acquired and 
owned by Austin and which where practical will be 
parallel to and partially overlap existing LCRA right­
of-way. 

5.4.1.2 Equipment including power line 
carrier, associated equipment and protective relaying 
to terminate such transmission line on the Austrop 
Substation 3_!? KV bus according to. plans....£urnishe~ by 
Austin and approved by LCRA's Chief Engineer prior to 

constructio_i;::.i 

5.4.2 Construction, Installation, and Ownership: 
The transmission line shall be constructed and all 
termination equipment shall be installed by Austin at 
its cost and be owned by it. · 

< 5.4.3 Breaker Operation: The breakers for this 
,.... transmission line shall be joint interest breakers 

under the operational supervision of LCRA. Austin 
shall have the right to install supervisory control 

· · · equipment for these breakers and in such event, the 
parties shall have joint operational supervision of 
them. 
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5.4.4 Maintenance: Austin shall m~intain· at its 
cost all the substation equipment except the power line 
carrier, associated equipment and protective re_lay_ing 
which shall be maintained by LCRA at its cost. Austin 
shall maintain at its own cost the transmission line 
and its right-of-way except as provided for under· 
5.2.3. 

5.4.5 Additional Agreement of LCRA: LCRA con­
sents to the use of the conunon substation facilities 
required for installation and operation of the ter­
mination equipment at Austrop Substation. 

5.5 TRANSMISSION LINE TO HOLMAN SUBSTATION THENCE TO 
LYTTON SPRINGS SUBSTATION 

5.5.l · Description: A new bundled 795 MCM, ACSR 
345 'KV transmission line with double circuit structures 
from the Project Switchyard to Holman Substation located 
approximately nine (9) miles south of the Project and 
from Holman Substation to Lytton Springs Substation, a 
distance of approximately fifty-five (55) miles. Only 
one circuit shall be installed initially. 

5.5.2 Construction: The right-of-way for this 
line and the line itself shall be acquired and con­
structed by LCRA for the joint account of·the parties. 

5.5.3 Ownership: The structures and right-of-way· 
shall be owned jointly by the parties and, until the 
installation of a second circuit, the initial circuit 
shall be jointly owned. 

5.5.4 Maintenance: LCRA shall maintain the 
structures, conductors and right-of-way for the joint 
account of the parties. 

5.6 SECOND CIRCUIT FROM THE PROJECT TO 
LYTTON SPRINGS SUBSTATION 

Either party may elect to add a second 345 KV 

circuit to the transmission line structures from the Project 
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to Lytton Springs including any necessary changes at Lytton 

Springs Substation at its own cosJ;.. This second circuit 
. ~- . 

shall bypass Holman Substation. "If Austin elects to add · 

such second circuit, LCRA shall elect either (i) -to take ... 

over and own the entire second circuit by paying Austin one-

half (1/2) the actual direct materials and. labor costs of 

the initial circuit excluding structures and right-of-way in 

which event Austin would own the initial circuit and remain 

one-half owner of the structures and right-of-way1 or (ii) 

to take only a one-half ·(1/2) interest in the second circuit 

r1 at no cost and give up its interes't "in the initial circuit 

and remain one-half owner of the structures and right-of-way. 

:(I If LCRA elects to add the second circuit, Aus tin shall pay 

LCRA one-half (1/2) of the cost of the initial circuit 

·specified above·excluding structures and right-of-way and 

take over and own the initial circuit but have no further 

interest in the second circuit. In any event after the. 

installation of the second ·circuit, LCRA would have no 

further interest in Holman Substation. 

I ·····1 
\ 
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5.7 SOUTH TEXAS NUCLEAR ~LANT TO HOLMAN SUBSTATION 
TRANSMISSION LINE 

5.7.1 Description: A single circuit bundled 795 
MCM ACSR 345 KV transmission line from the South Texas 
Nuclear Plant to Holman Substation. 

5.7.2 Installation, Ownership and Maintenance: 
This transmission line including right-of-way shall be 
procured, installed, paid for, owned, maintained and 
under the control of Austin solely. 

5.8 HOLMAN SUBSTATION 

5.8.l Description: 

5.8.1.l A new substation including site and 
all equipment and facilities required to terminate and 
connect the 345 KV transmission line from the Project 
to Lytton Springs Substation and the 345 KV trans­
mission line from the South Texas Nuclear Plant. 

. ) ' • ,I J I I I 
~:·- :• • ,.. " ,;. -' .~ ,r, .-t • .. 

5.8.1.2 _Si~1:~ side band power line carrier 
equipment and protective relaying at this substation 
for the transmission line from Project to Lytton Springs 
Substation including line traps, coupling capacitors, 
line tuners, four-channel, single side band power line 
carrier with base band repeaters and local drop and two 
terminals cif protective relaying. 

5.8.2 Construction, Installation and Ownership: 
Austin shall acquire the site for and shall construct 
the substation and install all equipment for its own 
account. 

5.8.3 Breaker Operation: The breakers for the 
345 KV line from the Project to Lytton Springs installed 
for the first circuit shall be joint interest breakers 
under the operational supervision of Austin until the 
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seco.nd circuit which will bypass this substation is 
installed on such line; thereafter the breakers in­
stalled for the first.circuit shall be ~nder the sole 
control of Austin. 

5·. 9 LYTTON SPRINGS SUBSTATION 

5.9.1 Description: 

-
5.9.1.l A new substation to be located near 

the town of Lytton Springs on or near the right-of-way 
of LCRA's double circuit 345 KV transmission line 
between Austrop Substation and Zorn Substation, the. 
?urpose of which installation will be to terminate and 

.. , 
r ·' 

." . .' ~·· 
I'.''·' 

,, 
,_ 

(c:onnect. one circuit of LCRA' s 345 KV transmission lines 
from Austrop Substation and Zorn Substation (three 
circuit breakers), the jointly owned transmission line 
from Holman Substation (two circuit breakers) and 
Austin's 138 KV transmission line from Pilot Knob 
Substation. The substation will be arranged to have 
two main buses connected by tie buses for operation at 
345 KV and two main buses connected by tie buses for 
operation at 138 KV. Each tie bus will have 2 or 3 
circuit breakers connected in series along its length. 
The section of a tie bus between two circuit breakers 
will provide a circuit connection point. This sub­
station arrangement is commonly known as a "breaker­
and-a-half" arrangement. The 138 KV buses will be 
initially connected to the 345 KV buses through a 
single auto-transformer. 

5.9.1.2 Single side band power line carrier 
__;.....-- equipment and protective relaying for the transmission 

line from Lytton Springs to Holman Substation including 
line trap, coupling capacitors, line tuner, four­
channel single side band power line carrier and one 
terminal of protective relaying. 

5.9.2 Construction, Installation, Allocation of 
costs: Austin shall acquire the site for, construct 

-l.3-
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this substation and insta~l all equipmen~ .at its cost 
except the costs associated with the.termination. of one 
circuit of,LCRA's 345 KV transmission lines from Zorn 
and Austr6p Substations; one-ha!E.._q;_i;.h.a..cp~J; ?-sso­
ciated w:i.tlt the termination of the jointly owned 345 KV 
transmfssi.on line from Holman Substation and one-half 
th&. cost associated with the communication· and tie line 
telemetering' equipment, aJ:l:; ~f;1_:cl1hft shall be paid by 
LCRA • 

. 5.9.3 Ownership: Austin shall own the substation 
and all equipment except·if:he termination facilities for 
LCRA.' s 345 KV trans'inission lines which will be owned by 
LCRA;~e termination faci].ities for the initiai cir­
·cuit on the 345 KV line from Holman Substati which 
w 11 be jointly owned unti e secon circuit is· 
installed. When the second circuit is installed, an 
adjustment in the ownership of the termination f aci­
li ties for the two circuits on the 345 KV line from 
Holman Substation including relaying and communication 
equipment shall be made so that LCRA will own the 
terminations associated w~th the second circuit and 
those associated with the initial circuit shall belong 
to Austin. 

5.9.4 Additional Installations: LcRA· may elect 
at its cost to terminate the second circuit on its 345 
KV transmission line between Zorn and Austrop Sub­
stations at this substation with prior engineering 
approval of Austin. If LCRA has not elected to make 
this termination, then Austin may do so at its cost. 

5,9.5 Breaker Operations: 

5.9.5.1 The breakers terminating LCRA's 345 
KV Austrop and Zorn lines and the jointly owned 345 KV 
line from the Project shall be joint interest breakers 
under the operational supervision of Austin. LCRA 
·shall have the right to install supervisory control 
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equipment for the~e pr~aker~ and in such'event, the 
parties shall have joint operational supervision of 
them. 

5.9.5.2 The breakers terminating the 345/138 
KV 480 MVA auto transformer and all 138 KV breakers 
shall be under the sole control of Austin. 

5.9.5.3 In the event the second circuit is 
installed on the 345 KV line from the Project the 
breakers on the initial circuit shall be under the sole 
control of Austin. The parties shall exchange breaker 
ownership on this termination to the extent necessary 
to maintain metering and control integrity including 
telemetering, relaying communications and other termination 
equipment. 

5.9.5.4 In the event the second circuit on 
the Zorn to Austrop 345 KV line is terminated at this 
substation by either party the breakers wili be joint 
interest breakers under the operational supervision of 
Austin unless LCRA installs supervisory control equip­
ment in which event the breakers will be under joint 
operational supervision. 

5;9.6 Maintenance: Austin shall maintain at its 
cost all equipment at this substation except that the 
termination equipment of the transmission line from 
Holman substation shall be maintained by Austin for the 
joint account of the parties and the switchyard equip­
ment for the termination of the transmission lines from 
Lytton Springs Substation to Austrop and Zorn Substa­
tions shall be maintained by LCRA for its own account. 

5.10 TRANSMISSION LINE FROM LYTTON SPRINGS SUBSTATION 
TO MONTOPOLIS SWITCHING STATION 

5.10.1 Description: A new 138 KV transmission 
line.with double circuit structures from Lytton Springs 
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Substation via Austin's proposed Pilot K~ob Substation 
to Austin's Montopolis Switching Station to be built on 
an existing right-of-way of LCRA a distance of approxi­
mately fifteen (15) miles. One side of the structures 
will carry Austin's 138 KV bundled 795 MCM, ACSR cir­
cuit and the other side to ca_rry LC~ '_s_~~.i,~i;tng _6J. ~V 
line. The existing structures on such right-of-way 
shall be removed and LCRA's present conductors trans­
ferred to the new structures. 

5.10.2 Installation and Allocation of Cost: The 
removal of existing structures, installation of new 
structures and transfer of existing conductors shall be 
done by Austin at its cost initially. After the new 
structures and foundations therefor are designed, Austin 
agrees to supply LCRA with those figures which represent 
the estimated cost of the design, construction and 
installation of the new structures. Further, Austin 
will supply LCRA with the actual cost figures for the 
design and installation of the new structures when 
installation of such structures is complete. 

5·.10. 3 Subsequent Capacity Increase by LCRA: If 
subsequent to the installation of the new structures 
LCRA desires to increase the capacity' of its present 
conductors, it, ~<l:Y do~~_§.t __ .i,tJi._S~t and shall pay 
Austin a sum equal-to one-half of the installed cost of 
the double. circuit structures. 

5.10.4 Ownership and Maintenance: 

5.10.4.l Right-of-way: The right-of-way 
shall-be jointly owned and LCRJ\ shall execute such 
transfer of interest as may be required to establish 
such ownership of record. Maintenance of the right-of­
way shall be by Austin for the joint account of the 
parties. 

5.10.4.2 Conductors: Each party shall own 
and maintain their respective conductors. 
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5.10.4.3 Structures: The structures shall· 
be owned and maintained by Austin for its account until 
LCRA increases the capacity of its conductors; there­
after the structures shall be jointly owned and Austin 
shall execute such transfer of interest as may be 
required to establish such ownership of record. Main­
tenance thereafter shall be by Austin for the joint 
account of the parties. 

5.10.5 Salvage and Additional Right-of-way Expense: 
LCRA shall be entitled to all salvage resulting from 
the dismantling of its existing structures, and Austin 
shall reimburse LCRA for any right-of-way costs or 
damages. it may be required to pay as a result of 
Austin's removal of the existing structures and in­
stallation of the new structures. 

6. COMMUNICATION FACILITIES AGREEMENT 

6.1 LCRA'S MICROWAVE SYSTEM 

6.1.l Austin grants LCRA for a period of thirty 
years or so long as LCRA maintains a microwave system, 
whichever is the lesser time, the right to use without 
cost one-half of Austin's Control House and use of 
existing microwave tower at Tom Miller Dam for LCRA's 
microwave system equipment. Austin will also install 
and maintain air conditioning equipment at the control 
house at its expense. 

6.1.2 LCRA shall provide Austin, at no cost, 
channel space in its microwave system between its SOCC 
and the Project so that Austin may communicate with 
Lytton Springs and Holman"Substations and the Project 
from LCRA's socc. LCRA shall provide and install for 
the joint account o:r-t'he parties all multiplex and 
interface equipment necessary to perform this function •. 
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6.1.3 l).ustin shall have access at LCRA's SCCC to 
all Project tie-line and generation quantities neces­
sary for reliable operation of Austin's Electric 
system and to all telemetering and supervisory control 
channels for Lytton Springs and Holman Substations via 
the Project Switchyard. Such quantities shall be 
applied to leased pairs or a microwave radio link or 
both to Austin's Energy Control Center. Such pairs or 
microwave radio link are to be purchased, installed, 
operated and maintained by Austin· at its cost. Austin 
shall have access to LCRA's microwave tower for in­
stallation of Austin's radio antenna to the extent 
design loading permits. 

6.1.4 Austin shall reimburse. LCRA for any future 
interface equipment at Austrop Substation necessary for 
connection of any future Austin microwave systems to 
LCRA's microwave system at base band frequencies. If 
Austin installs its own microwave system, LCRA will 
permit Austin the use of LCRA's house and tower at · 
Austrop Substation at no charge to Austin. 

6.1.5 Austin shall purchase and install the 
necessary equipment to provide Automatic Generation 
Control of its electric system as soon as practical but 
in no case later than the commercial operating date of · 
Fayette Power Project Unit No. 1. 

7. OPERATING AGREEMENTS 

7.1 LINE LOSS DETERMINATION 

Under the terms of the Participation Agreement the 

Net Energy Generation of the Project's Units 1 and 2 will be 

available to LCRA and Austin in equal amounts at the Project 

Switchyard. Power and energy scheduled to be taken by each 
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party'for its account will be m~asured at the high voltage 

terminals of the generators' step-up transformers. Under 

the transmission system contemplated hereby a portion of the 

power and energy scheduled for Austin's account from the 

Project will flow through LCRA's transmission system and 

enter Austin's system at existing tie points between the two 

systems (Decker, Hi-cross, McNeil and Austin Dam Substa-

tions) and at any future tie points such as Marshall Ford, 

Project Switchyard and Lytton Springs Substation and a 

portion of the power and energy scheduled for LCRA's account 

will flow through Austin's transmission system from the 

Project Switchyard to Lytton Springs Substation and enter 

LCRA's system there. Since the power will flow along 

diverse routes in accordance with the voltages and imped-

ances existing at any given time and subject to constant 

change of these quantities as a function of time an exact 

calculation of line losses attributable to the scheduled 

quantities which flow in the respective systems is diffi-

cult, if not impossible, to precisely measure; consequently, 

the parties agree upon the following procedure to arrive at 
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a practical and realistic dete~mination and allocation of 

such line losses and the sharing thereof: 

7.l.l Definition of Circuits and Assumed Flow: 

7.1.l.l All power scheduled from the Project 
for Austin's account will be assumed to flow on the 
circuits from the Project to Austrop Substation, thence 
through Austin's 345/138 KV auto transformer and thence 
on Austin's 138 KV transmission line to Austin's Decker 
Plant (the North Circuit) and from the Project on the 
joint 345 KV transmission line to Lytton Springs Sub­
station (the South Circuit). 

7.1.l.2 Fifty percent (50%) of all power 
scheduled from the Project for LCRA's account will be 
assumed to flow on the North and South circuits and 
shall be designated as .KA. 

7.1.l.3 The sum of 7.l.l.l and 7.l.l.2 shall 
be the combined power flow on the North and South 
circuits. 

7.l.2 Assumptions as to Load Level of the Two 
Circuits: The percentage of the combined power flow 
which is assumed to flow on the North Circuit (KN) is 60 
and the percentage of the combined power flow which is 
assumed to flow on the South Circuit (KS) is 40. These 
values are based on the circuit configuration shown on 
Exhibit A and will be modified in accordance with 7.1.3.4 
below in case of prolonged circuit outage. If signi­
ficant changes are made in the circuit configuration 
from that shown on Exhibit "A" these values may require 
modification since they are derived solely from circuit 
configurations • 

. 7.1.3 Calculation of Loss 
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7.1.3.l The loss attributable to Austin 
because of power flow on the North Circuit shall be 
calculated at least hourly with the following formula: 

(AN+CN) X CN X LN 
CL= 

100 x 100 

l:ill. = KN X KA X AT 
100 x 100 

CN = KN X CT 
100 

WHERE: 

CL 

AN 

AT 

CN 

= the calculated losses in KILOWATTS attri­
butable to Austin for the period; · 

= LCRA's calculated power flow in MW on the 
North circuit; 

= LCRA' s share of the total power in MW 
scheduled from the Project; 

= Austin's calculated power flow in MW on the 
North circuit; 

CT = Austin's share of the total power in MW 
scheduled from the Project; 

LN = the b.ase losses in Kilowatts on the North 
Circuit calculated for a power flow of 100 MW 
at a power factor of 0.85; 

KA = 50 

KN = 60 

7.1.3.2 The loss attributable to LCRA 
because.of power flow on the South Circuit shall be 
calculated at least hourly with the following formula: 

-21-

Exhibit MD-6
Page 157 of 196

225



.. 

AL (AS + CS) X AS X LS 
= 100 x 100 

AS 
KS X KA X AT 

"' 100 x 100 

cs KS X CT 
"' 100 

WHERE: 

AL "' the calculated losses in KILOWATTS attri­
butable to LCRA for the period; 

AS "' LCRA's calculated power flE>w in MW on the 
South circuit; 

CS "' Austin's calculated power flow in MW on the 
( South circuit; 

LS "' the base losses in Kilowatts on the South 
circuit calculated for a power flow of 100 MW 
at a power factor of 0.85; 

KS = 40; and 

AT, CT,, KA, and KN have the values expressed in 
7.1.3.l 

7.1.3.3 The base losses on the North Circuit 
(LN) and on the South Circuit (LS) will be calculated 

when the design and routing of the transmission f aci­
li ties are available in sufficient detail to allow 
accurate computation using techniques in general use by 
the electric utility industry. 

7.1.3.4 Prolonged Outage Adjustment - In the 
case of prolonged outage lasting 72 hours or more, or 
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construction delay, the following values will be used 
for KA, KN and KS: 

7.1.3.4.l Contingency A: Unavail­
ability of the circuit from the Fayette Power Project 
34SKV bus to the Authority's Fayetteville Substation 
l38KV bus. KA = 100 KN = 60 KS = 40 

7.1.3.4.2 Contingency B: 
<ibility of the South circuit. KN = 100 
KA = SO 

Unavail­
KS = O 

7.1.3.4.3 Contingency C: Unavail­
abili':.y of the North circuit. KA = 50 KN = 60 
KS = 40 

7.l.3.4.4 Contin:iencz B and C: The 
constants are: KA = 0 KN = 250 KS = 0 

7.1.3.4.S Contingencz A illld C: The 
constants a r:e: KS = 100 KA = 100 KN = 0 

7.1.3.4.6 Contingency A and B: The 
constants are: KA = 100 KN = 100 KS = 0 

The change in constants used for the loss calcu­
lations will be made only after 72 hours 0£ operation 
with the new circuit configuration. 

7.1.4 In. scheduling power and energy fro~ the 
Project under Section 7 of the Participation Agreement, 
each party shall include in addition to the quantity 
such party expects to receive into its electric system 
an allowance for anticipated line loss attributable to 
it under the foregoing provisions. This total shall 
not exceed the c1enera ting capnci ty and energy entitle'" 
mcnt of such party when the other party is scheduling 
its ma>: imum en ti tlemen t. As calculations of losses are 
made periodically as above provided, the quantity 
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·scheduled from the Projec~ by such party shall be 
adjusted to reflect the calculated loss· attributable to 
it so that the net generation scheduled for the account 
of such party shall include the aggregate line loss 
attributable to such party. 

7.2 OPERATION OF JOINT INTEREST BREAKERS 

Except in the event of an emergency where injury 

to persons or serious damage to facilities is anticipated, 

.no action with respect to a joint interest breaker shall be 

taken by a party having operational supervision of such 

breaker without giving at least two ho1,1rs prior notice to 

the dispatcher of the other party so that· such dispatcher 

shall have. time to take any precautionary actions necessary 

to protect the security of his system. 

7.3 OPERATION OF SOLE CONTROL BREAKERS 

The operation of breakers under the sole control 

of a party·shall be operated at the complete discretion of. 

such party. 

7.4 LINE CLEARANCES 

Line clearances (other than em.ergencies as defined 

above) on the 345 KV lines between the Project and Austrop, 

Fayetteville and Holman Substations and between Holman and 
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Lytton Springs Substations shall be coordinated by the 

Management Committee. 

7.5 COMPLETION PRIORITIES 

7.5.l The Project to Austrop Substation trans­
mission line.and terminations and the Project to 
Fayetteville Substation transmission line, terminations 
and autotransformer shall be completed in conjunction 
with Project Unit No. 1. 

7.5.2 The Project to Holman Substation transmis­
sion line and terminations and the Holman to Lytton 
Springs transmission line and terminations shall be 
completed in conjunction with Project Unit. No. 2. 

7.5.3 The completion of the transmission line from 
the South Texas Nuclear Project to Holman Substation 
and the 138 KV double circuit transmission line from 
Lytton Springs Substation to Montopolis Switching 
Station shall be as soon as deemed practicable by 
Austin. 

7.6 WHEELING CHARGES 

No wheeling charges are to be assessed by either 

party for energy and power transfers from the Project to the 

other party under this agreement. This shall in no way 

limit separate agreements pertaining to mutually agreed upon 

wheeling and loss charges for either purchase or sales of 

power and energy by either party to or from a third party or 

transmission of power from the south Texas Nuclear Project. 
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The parties recognize that the problems of wheeling power 

are associated with the Texas Interconnected· system and 

should be covered by guidelines adopted by the members of 

that system. Until such guidelines are developed and agreed 

to, interim problems shall be settled by mutual negotiation 

between the utility systems involved. 

7.7 .START-UP TRANSFORMER AND PUMPING POWER 

The power and energy for the 138 KV start-up 

transformer to supply start-up power and energy to Project 

Units l and 2 and for pumping water for the Project shall be 

metered on the 138 KV side of the start-up transformer. The 

cost of such power and energy will be an operating cost of 

the Project and shall, in the absence of a formal agreement 
' 

between the parties thereto, be provided in accordance with 

·the standard rate tariffs of LCRA applicable to such loads •. 

IN WITNESS WHEREOF, the parties hereto have caused 

this Agreem·ent to be executed as of the ___ day of 

1977. 
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CITY OF AUSTIN ( 

BY,~,Jf~ 
City Manager 

See .. ct::a;ey 

LOWER COLORADO RIVER AUTHORITY 

-21.:. 
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Stnte of Tcn<:is 

County of Travis 0 

1981 TnAt;Sll!SS!ON AGnF.EltENT OETl'IEEN 
LOWER COLORADO RIVER AUTHORITY AND 

CITY OF AUSTIN 

This Agreement, hereinafter referred to as the "1981 Trans­

mission Agreement", betw~en the Lower Colorado River Authority, 

hereinafter called "Authority" acting pursuant to a resolution 

by its Board of Directors, and the City of Austin, a municipal 

corporation. situated in Travis County, Texas, acting pursuant 

to a resolution of its City Council, hereinafter called "City"; 

WITNESSETH: 

I. 

CONSIDERATION 

City desires to construct certain facilities on certain 

Authority right-of-way, and Authority agrees to allow City to 

acquire and construct said facilities, and to cooperate with 

City in said construction, as hereinafter set forth. Consider-

ation :for this agreement consists at the mutual agr~em·ents 

contained herein and the mutual benefits to accrue to both 

·parties. 

II. 

PRIOR AGREE!IENTS 

A. City and Authority, for their mutual benefits, have entered 

into several agreements prior to this 1981 Agreement. 

1. The "1966 Agreement" dated December 15• 1966 provided 

for joint use by both parties of existing rights-of-way. 

The portions of the 196G Agreement which are most 

pertinent to this 1981 Agreement are as follows: 
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(:.i) Articl1..• '.·:I. :::iul.Jsucr;ion E-:!, of ::iaid 1966 Agreement, 

which cuntcmplat0s mutttal :~~rcemcnt to construct 

additional projects. 

(bl Paragrnph F of said Article XI, which provides !or 

specific nuthorization by both parties at said 

additional projects after detail design and cost 

estimates have been made nnd prior to construction. 

(c) Paragraph Got said Article XI, which provides a 

method o! sharing cost on transmission structures 

which are to be jointly used. 

2. The "1975" Agreement" dated April 4, 1975, provided !or 

certain joint use agreements on the Hi-Cross to Decker 

line. The portions of the 1975 Agreement which a.re most 

pertinent to this 1981 Agreement are as !allows: 

(a) Article III, Subsections All) and A(2), whicb 

provide !or joint use of the existing Authority 

rights-of-way !rom Hi-Cross Substation to a point 

approximately 6.96 miles east o! said substation. 

(b) Article IV, Subsections A and B, which provides for 

the payment of cost !or the jointly used facilities 

identified in subsection (a) above. 

3. The "1978 Agreement" dated December .7, 1978 provided for 

certain joint use of facilities between City's proposed 

Commons Ford Substation to City's Jett Subs.tat ion, and 

!ram Hi-Cross Substation to a point 6.96 miles east o! 

Hi-Cross Substa~ion all of which is shown on Exhibit A 

attached to the "1978 Agreement". 

III. 

1981 AGREE~!ENT TERMS 

A. City agrees to acquire ownership o! Authority's existing 69 

Kv transmission line including all rights-of-way !rem the 

point where ,it first contacts the Marshall Ford Substation 

·• 
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dead-t?nd ~tructurc to th~ point 1.vhurc it :·first cont;:i.cts 

Authority 1 s G9 Kv c.lou!Jlu cirr.;uic structut~e located three 

spans from the Au~tin D~m Subst:ition. Frnm this tatter 

point, Authority shall rct:Lin ·ownership·af the three double 

circuit st rue tu res in to ,\us tin Oi.l.m 'SulJst:rt'ion, but wi 11 

transfer ownership to City of the conduct-crs, insulators, 

and hardware on one side of these towers along with the 

right. to occupy said position ·henceforth. City has the right 

to make modi!ications to these double circuit towers at City's 

own expense. Between the Austin Dam Substation and Texas 

Higbway Loop 360 modifications and uprating o! the 69 Kv 
. I . 

transmission line shall not exceed one ( l ):.138 Kv transmission 

line; the transmission line shall be. placed on single pole 

steel structures minimizing right-o!-way·requirements; and, 

the ·line shall be strung so as n'ot to require any right-of-way 

clearing except where single pole steel structures are placed. 

In consideration for said transfer, City shall. pay to Authority 

a sumo! moaey equal to S75,000. The location o! tbis line 

is sho\vn on Exhibit "A 11
• 

B. City will provide at ao cost to Authority, ·wheeling privi-

leges through City's Electric System iota Authority's 

Electric System !or the power and energy generated at Authority's 

Austin Dam hydroelectric facilities. In addition, there shall 

be no charge to Authority !or losses incurred in City's system 

as a consequence o! this pqwer and energy flow through City•s 

system into Authority's system. This provision will not be 

valid i! this power and energy is used directly or indirectly 

to serve any Authority customer loads within City's certificated 

service area, unless said Customer is served by Authority at 

the request of City. 

C. Article III, Subsection A(l) and A(2) and Article IV a! the 

"1975 Agreement", as well as the "1978 Agreement", shall be 

amended such that Authority shall uprate the Hi-Cross to 

Gideon 138 Kv line when Authority deems it.necessary without 

reimbursing City for 50% o! the existing structure costs 
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betwe~n Hi-Cro~~ Substation arid tl10 Junction point G.96 

miles enst of lli-Cro~s 9ubHtacion, as ~tipulatcd by the said 

provisions contain~d in tho 1975 and 1978 Agreements ns 

shown on nttachod Exhibit ''A''. 

IV. 

RATIFICATION OF PRIOR AGREEMENTS 

With the e~ception of the specific amendments addressed in 

·this 1981 Agreement, all other portions o! the prior agreements 

are hereby ratified, affirmed, and approved. 

IN WITNESS WHEREOF the parties hereto have caused this 1981 

Agreement to be executed by their duly authorized officers this 
~~ 

~~""'"--~- day of 
\ ... 

•I'. 

ATTEST": . 

;l~7Jt·~ 
' ' .. ~ity Clerk 

''' ' ' ' ' 

ATTEST·l 

ahz#d<d;_ 
Secretary 

CITY OF AUSTIN 

nn42.<t(1·aoa.a. J · 
City 1 nager ~ 
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STATE OF TEXAS I 
I 

COUNTY OF TRAVIS 0 

1983 TRANSMISSION AGREEMENT BETWEEN 

LOWER COLORADO RIVER AUTHORITY AND 

CITY OF AUSTIN 

This Agreement, hereinafter referred to as the 11 1983 

Transmission Agreement 11
, between the Lower Colorado River 

Authority, hereinafter called ''Authority", acting pursuant to a 

resolution by its Board of Directors and the City of Austin, a 

municipal corporation, situated in Travis County, Texas, acting 

pursuant to a resolution of its City Council, hereinafter called 

"City"; 

W I T N E S S E T H: 

I. 

CONS ID ERA T!ON 

City desires to acquire and construct facilities on right-

o!-way and property now owned by Authority 1 ·an~ Author! ty agrees 

to allow City to acquire and construct said facilities, and to 

cooperate with City in said construction, as hereinafter set 

forth. Consideration for this agreement consists of the mutual 

agreements contained herein and· the mutual benefits to accrue to 

both parties. 

II. 

PRIOR AGREE!JENTS 

A. City and Authority, !or their mutual benefits, have 

entered into two agreements prior to this 1983 

Agreement, which relate to this 1983 Agreement as 

~] follows: 

1. The FAYE'ITE POWER PROJECT TRANSMISSION AGREEMENT dated 

March 17, 1977 1 hereinafter termed ''The 1977 Agreement''. 
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1983 Tr~nsmission Line A~reement Between 
Lower Colorado River Authoritv and 
City of Austin - Pa~e 2 

Section 5.10 of the 1977 Agreement provides for 

joint construction of a double-circuit line from 

Lytton Springs Substation to Montopolis Switching 

Station. This 1983 Agreement supercedes Section 

5.10, but leaves all other sections of the 1977 

Agreement in full force and effect. 

2. The 1981 TRANSMISSION AGREEMENT, dated November 3, 1981. 

Section III-A of the 1981 Agreement provides !or the 

acquisition by City of a portion of existing. 

Authority's 69 Kv transmission lines and identifies 

portions of the double-circuit structures and 

conductors comprising the first three spans which 

cross the Colorado River out of Austin Dam Substation. 

Section III-B, provides wheeling privileges for the 

power from Authority's Austin Dam hydroelectric 

generators through City's system. This 1983 

Agreement modifies Section III-A to include in the 

transfer the double-circuit portion (first 3 structures) 

as hereinbelow described, and supercedes III-B of 

the 1981 Agreement, but leaves all other sectio~s of 

the 1981 Agreement in full force and effect. 

III. 

1983 AGREEMENT TERMS 

A. Authority hereby sells and conveys to City ownership of 

Authority's existing 69 Kv transmission line as is including 

all ri~hts-o!-way !rem the P.Oint where it first contacts 

the Colton Substation deadend structure to Uontopolis 

Switching Station, a distance of appro~imately 6.24 miles, 

as shown on the attached map, called Exhibit I. Transfer 

o! right-of-way easements shall be accomplished by a 

1 
J 

' 
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1983 Transmission Line Agreement Between 
Lower Colorado River Authoritv nnd 
Cit~ of Austin - Page 3 

separate document. 

B. Authority hereby sel _ _l~ -~~d .. ~C>!l.'Le.Y.!Lt.0-.City .. ownership of 

Authority•s existin~ 69 Kv transmission line as is, 

including all rights-of-way from the Austin Dam Substation 

to its termination at Montopolis Switching Station, a 

distance of approximately 10.4 miles, as shown on Exhibit 

I. This ownership includes the first three spans at 

conductors comprising two circuits and their double circuit 

structures which cross the Colorado River in a south-

v.·esterly direction from Austin Dam Substation. Tra.ns!er 

of right-of-way easements shall be accomplished by a 

separate document. 

C. Authority hereby sells and conveys to City ownership o.f 

the Montopolis Switching Station including all equipment 

and structures. The real property is owned by City. 

D. Authority shall continue to operate and maintain the 

E. 

facilities described in Paragraphs A, B, and C above and 

the Austin Dam to Marshall Ford line described in the 1981 

Transmission Agre~ment until City requires the use of any 

part o! these circuits which interrupts the transmission 

continuity from Austin Dam Substation to Colton Substation 

or the transmission continuity from Austin Dam Substation 

to Marshall Ford substation. At such time as City 

interrupts the transmission continuity on either of these 

circuits, City shall electrically disconnect the appropriate 

circuit from the Austin·Dam Substation in order to minimize 

the fault exposure of the.Austin Dam hydroelectric plant. 

At such times, Authority may remove Authority's 

corresponding 69 Kv breakers, Nos 660 and 670. 

City shall provide at no cost to Authority wheeling rights 

through City's Electric System into Authority's Electric 

System for the power and energy ~enerated at Authority's 

Austin Dam hydroelectric facilities. There shall be no 
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1983 Transmission Line Acreement Between 
Lower Colorado River Authority and 
City of Austin - Page 4 

F. 

charge to Authority for losses, if any, incurred in City's 

system as a consequence of this power and energy flow 

through City's system into Authority's system. Authority 

shall continue to operate the Austin Dam and hydroelectric 

generation facilities under existing agreements. This 

paragraph shall not be construed in any way to prevent 

the flow of power and energy from the Austin Dam hydro~ 

electric plant. City agrees that routine maintenance to 

City's part of Austin Dam Substation which limits or cur­

tails the ability to deliver power and energy from the 

Austin Dam hydroelectric plant shall be coordinated with 

Authority in order not to cause unnecessary outages at 

the plant. City, however, shall not be liable for loss 

of power and energy sales from the plant ·due to a Force 

Majeure coi:idition which limits or curtails generation. 

City shall provide at Authority's cost 12 Kv feeders con-

nected to Autboritv's ad.ministration building, 

environmental building, and shops. City shall provide 

billing metering equipment for these feeders, and the 

power and energy metered at Authority 1 s 12 Kv delivery 

points shall be SW!lllled at the same utility interchange 

rate prevailing at the other Authority/City tie points. 

G. In consideration a! the value received by virtue at this 

1983 Transmission Agreement, as described above, City 

agrees to pay to Authority $125,000. 

RATIFICATION OF PRIOR AGREEMENTS 

With the exception of the specific chan~es addressed in 

this 1983 Agreement, all other port ions. ot the prior agreements 
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1983 Transmission Line A~reement Between 
Lower Colorado River Authority and 
Citv of Austin - Page 5 

listed he;ein are ratified, affirmed, and approved. 

IN WITNESS WHEREOF, the parties hereto have caused this 

1983 Agreement to be executed by their dull' authorized officers 

th i S ---"'! S::.;t,___ day o t ___ .:.Nc:o.:.v=em"b"e::.;r ___________ , 1983. 

ATTEST: CITY OF AUSTIN 

ATTEST: LOWER COLORADO RIVER AUTHORITY 

1- F. 1.-j'"I 
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City of Austin 
FOUnded by congress. Republic of Texas. 1839 · 
Munieipal su1191ng, Eighth at Colorado. P.O. Box 1088. Austin.Texas 7fr167 Telephone 51214.77·6511 

February 5, 1986 

Lower Colorado River Authority 

Attention: Mr. R. L. Hancock, Executive Director 
Engineering and Operations 

Subject: 1985 Transmission Agreement 

Dear Mr. Hancock: 

Attached herewith is your copy of the signed 1985 Transmission 
Agreement between the Lower Colorado River Authority and the 
City of Austin. Subject agreement was approved by the City 
Council on January 9, 1986. 

Sincerely, 

/ · .. ,.-~·r 
/ 

Gilbert W. Smith, Manager 
Transmission and Distribution Engineering 
Electric Utility 

GWS:glh 

Attachment 
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THE STATE OF TE~AS 

COUNTY OF TRAVIS 

1985 TRANSMISSION AGREEMENT BETWEEN THE 

LOWER COLORADO RIVER AUTHORITY ANO THE CITY OF AUSTIN 

This Agreement, hereinafter referred to as the "1985 Transmission 

Agreement", is entered into by and between th• Lower Colorado River 

Authority, hereinafter referred to as "LCRA", acting pursuant to a _ 

resolution by its Board of Oirectors, and the City of Austin, a munici­

pal corporation in Travis County, Texas, acting pursuant to a resolution 

of its City Council 1 hereinafter referred to as "C1ty 11 t 

W I T N E S S E T H: 

!. 

CONSIOERATrON 

It is the intent and desire of both parties, as to the present 

Agreement as well as ta previous transmission agreements, that shared 

easements, interconnections, and joint substation properties and other 

facilities shall ultimately benefit the rate-payers of both parties. 

City desires to acquire certain LCRA right-of-way easements for the 

purpose of constructing electric transmission, substation, and 

distribution facilities. LCRA desires to acquire certain rights to the 

use of facilities installed by City to improve its transmission system 

capability. Consideration for the terms of this agreement consists of 

the mutual benefits and rights to accrue to the parties hereto. 
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1985 Transmission Agreement Between 
Lower Colorado River Authority and 
City of Austin • Page 2 

II. 

PRIOR AGREEMENTS 

City and LCRA for their mutual benefit have entered into several 

transmission agreements. 

A. The Fayette Power Transmission Agreement dated March 17, 1977 

provides, inter a 1 i a, for jol nt construction work and operations at 

Austrop Substation. Sections IIIE and IVE of this 1985 Transmission 

Agreement supplement existing provisions of said 1977 Transmission 

Agreement. 

B. The 1983 Transmission Agreement dated November 1, 1983 

provides in Section Ill F for the supply of electrical power and energy 

to LCRA's offices and shops near Austin Dam. One provision of this 1985 

Transmission Agreement modifies said Section Ill F. 

c. Various lease agreements are in existence pertaining to the 

lease from City of the land on which the LCRA offices and shops are 

situated. One provision of this Agreement clarifies certain of these 

leases. 

rr I. 
1985 TRANSMISSION AGREEMENT TERMS 

NEW PROJECTS 

A. McNeil to Howard Lane 138 KV Line 

City desires to construct and operate a 138 KV transmission line 

from the existing LCRA/City McNeil Substation to a new City substation 

site on or near Howard Lane to be called Howard Lane Substation. To 

facilitate construction and operation of said transmission line, City 

desires to acquire ownership of a portion of an existing LCRA-owned 

transmission 
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1g95 Transmission Agreement Between 
Lower Colorado River Author1ty and 
City of Aust1n • Page J . 

easement between McNeil Substation and Howard Lane; the location and 

description of said easement are shown on Exhibit I. Said easement is 

approximately 2.7 miles in length and is a portion of certain easements 

owned by LCRA along this general route. LCRA hereby agrees to transfer 

to City ownership of the described portion of said easements between 

McNeil Substation and a mutually agreeable location near Howard Lane. 

Transfer of right-of-way easements shall be accomplished by a separate 

document. 

City agrees to construct and operate a 138 KV transmission line in 

said easements. The structures supporting this line shall be capable of 

supporting two 138 KV. three-phase circuits, with each circuit consisting 

of two-per-phase 795 kcmil ACSR conductors. Design and construction of 

these structures and the transmission line shall be coordinated with and 

be agreeable with LCRA's engineering department. City shall utilize the 

western circuit position of the proposed transmission line. City shall 

bear the cost of all structures and foundations for said transmission 

line anQ th~ cost of the conductor, insulators, and hardware for its 

western circuit. 

LCRA shall have the right at.no cost to utilize the eastern circuit 

position for installation and operation of its own 138 KV circuit for as 

long as the McNeil Substation and lines emanating therefrom are integral 

to LCRA's transmission system. LCRA shall bear the cost of the 

insulators, hardware, and conductor for its eastern circuit. Design, 

construction, and operation of LCRA's circuit shall be coordinated with 

and be agreeable with City. Material procurement and construction work 

of the eastern circuit shall be performed by LCRA, or by City under 

separate agreement. 

B. 345 KV Transmission Loop 

City desires to construct and operate a double circuit 345 KV 

transmission line from the LCRA/City Austrop Substation to the LCRA/City 

McNeil Substation, then from the LCRA/City McNeil Substation to the 

Marshall Ford area. 
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1985 Transmission Aqreement Between 
Lower Colorado River Author1ty and 
City of Austin - Paqe 4 

City intends to-continue the double-circuit 345 KV transmission loop 

from the Marshall Ford area to a Cfty substatfon to be located near Bee 

Caves, to be called City Trading Post Substation, and to continue the 

345 KV transmission loop around City's service area to the LCRA/City 

Lytton Springs Substation. Cfty's 345 KV transmission loop shall be 

constructed initially with one circuit, the second circuit to be 

constructed as the load requires ft. 

LCRA presently owns and operates a 69 KV line which extends a 

distance of approximately 14.5 miles between McNefl Substation and 

Marshall Ford Substation, this line being adjacent to and north of an 

existing City-owned 138. KV line between McNeil Substation and the 

Marshall Ford area. The location and description of these lines and 

easments are shown on Exhibit I. City desires to obtain ownership of 

this 69 KV line and the easement rights on which to construct and 

operate part of the aforementioned 345 KV transmission loop. 

LCRA hereby agrees to transfer ownership to City of the 

aforementioned 69 KV line, including all right-of-way easements. 

Transfer of right-of-way easements shall be accomplished by a separate 

document. The foregoing notwithstanding, as a condition precedent to 

such transfer of right-of way easements, City agrees to conduct public 

hearings on the proposed transmission 1 ine on the LCRA rights-of-way 

from Marshall Ford to McNeil and to notffy adjacent landowners of the 

proposed project. City shall remove existing facilities at its own 

expense before constructing the 345 KV line. All line materials removed 

shall become the property of Cfty, LCRA shall retafn ownership of the 

69 KV breakers and related appurtenances at McNefl and Marshall Ford 

Substations and they shall remain fn place for LCRA's removal. 

As part of the consideration for the line and rfght-of-way easement 

transfer, LCRA shall have the right, for as long as transmission 

facflfties in the area described in thfs Section are integral to LCRA's 

transmission system, to exercise any of the following options: 

{I) to interconnect at no further cost to LCRA with City's 345 KV 
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facilities in tRe initial circuit at any points between and including 

Austrop Substation, McNeil Substation, and around the loop to Lytton 

Springs Substation or at points within any completed segments of this 

loop; 

(2) to participate with City in the construction of the second 

circuit, or a mutually agreed upon portion of ft; 

(3) to construct, own, and operate at LCRA expense the second 

circuit on all or a mutually agreed upon portion of City's 345 KV 

structures; 

(4) to purchase from City at original installed cost a mutually 

agreed upon portion of the transmission capacity of all or a part of the 

second circuit, in the event that City should have previously 

constructed said second circuit. 

lf either Option (2) or (4) is exercised, LCRA shall pay to City a 

prorated share of the original installed cost of right-of-way, 

structures, conductor, insulators, and hardware which shall correspond 

to LCRA's proportionate ownership of the 345 KV .line. 

lf Option (3) is exercised, LCRA shall pay to City a prorated share 

of the original installed cost of right-of-way and structures which 

shall correspond to,LCRA's proportionate ownership of the 345 KV line. 

ln such a case, City shall have the right to purchase from LCRA at 

original installed cost a mutually agreed upon portion of the 

transmission capacity of all or a part of the second circuit; and City 

shall then repay to LCRA the appropriate share of the right-of-way and 

structure cost to reflect each party's proportionate ownership of the 

345 KV line. 

-At such time as either party determines that the second circuit 

will be beneficial to its transmission system, that party shall notify 

the other party of its intention to construct and operate said circuit, 

and the party so notified shall indicate its intention to participate 
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and shall execute a separate particip~tion agreement within two years 

following notification if it desires t.o participate in the original 

construction. 

LCRA agrees that all of its interconnections and new construction 

on this 345 KV loop shall be coordinated with and be agreeable with City 

so that all planning and operating criteria are met. Neither City nor 

LCRA shall be liable for any lease or wheeling charges for its 

connection to, use of, or participation in said 345 KV transmission 

facilities, This provision is not intended to exclude these circuits 

from loss assessments as provided for in other agreements. 

C. Lakeway Cut-in 

City shall have the right to interconnect a new substation into 

LCRA's 138 KV transmission line between LCRA Marshall Ford and LCRA 

Paleface Substations. Power and energy delivered at this location shall 

be sunmed for billing purposes in accordance with City's and LCRA's 

interchange agreement. This new substation shall be called City's 

Lakeway Substation and shall be limited to a load not exceeding JO MVA. 

The interconnection is on a temporary basis, and it shall be removed at 

such time as City is able to construct its own transmission facilities 

into the area, but in any event no later than 1991. Design and 

construction of the 138 KV Substation including metering equipment 

required to account for the interch•nge sh•ll be p•id for by City and 

coordinated with and be subject to approval by LCRA's engineering 

department, because these facilities will be integral to LCRA's 

transmission system. The cut-in shall consist of, at minimum, a 3-way 

t•p to allow LCRA to m•intain either resulting segment of the Marshall 

Ford to P•leface line without causing· a customer outage at City's 

facilities. City sh•ll design and install, in coordination with LCRA's 

engineering department, sufficient protective devices •t its substation 

to preserve the integrity of the transmission system. Upon disconnection 

of this temporary subs ta.ti on from LCRA' s transmission sys tern City sh• 11 
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pay for all removal costs required to restore LCRA's system to its 

original state. 

o. Balcones Cut-in 

LCRA shall have the right to interconnect the LCRA Balcones 

Substation into City's 138 KV transmission line between City Sunmit 

Substation and Hamilton Substat.ion if such a project would be 

economically jus.tified. Power and energy delivered at this location 

shall be summed for billing purposes in accordance with City's and 

LCRA's interchange agreement. The double circuit portion of line frooi 

City's 138kV line breakoff to Balcones Substation shall be 

re-conductored at LCRA expense with two-per-phase 795 kcmil ACSR to 

match City's Sull'IT1it to Hamilton circuit capacity. Design, construction, 

and operation of the 138 KV breakers, buswork, and relaying at Balcones 

Substation including metering equipment required to account for the 

interchange shall be paid for by LCRA and coordinated with and be 

agreeable with City, because these facilities will be integral to City 1 s 

transmission system. 

E. Modifications at Austrop Substation 

City desires to connect the new 345 KV transmission loop into 

Austrop Substation. LCRA and City agree that a conversion of the Austrop 

345 KV Substation to a ring bus is necessary to acconmodate the new 

345 KV loop and to provide improved reliability for both utilities. 

LCRA shall be responsible for engineering, purchasing materials, and 

constructing the substation conversion. The final substation design 

shall be agreeable to both parties. Assessmont of costs for the 

conversion of the 345 kV substation shall be consistent with ownership 

of the facilities, the specifics of which shall be agreed upon in a 

separate document. Upon completion of the work, City will have three 

terminations and LCRA four terminations. City agrees to pay LCRA for 

half the engineering costs (including administrative expenses) and 50% 

of the total cost of reconfiguring the buses as required for the 
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conversion. City agrees to pay for all expenses incurred 

by LCRA associated with the City terminations such as structures, 

breakers, switches, potential transformers, protective equipment, etc. 

Future 345 KV modifications at the Austrop Substation shall be 

agreeable with both LCRA and City and paid for by the party requiring 

the modification. Ownership of the 345 KV substation facilities shall 

correspond to ownership of line terminations. 

F. Austrop to FPP 345 KV Transmission Line 

City presently Ol<TlS and operates a 345 KV transmission line on 

double-circuit structures with one circuit installed from the Fayette 

Power Project Switchyard to the Austrop Substation. Part of this line Is 

constructed within the FPP Transmission Corridor which is jointly owned 

by City and LCRA. As part of the consideration for the line and 

right-of-way easement transfer described in Sec. B herein, LCRA shall 

have the right, for as long as transmission facilities in the area 

described in this Section are integral to LCRA 1 s transmission system, ta 

exercise any of the following options: 

(1) to construct, own, and operate at LCRA's expense the second 

circuit on all or a mutually agreed upon portion of City's FPP to 

Austrop 345 KV structures; 

(2) to participate with City in the construction of the second 

circuit, or a mutually agreed upon portion of it; 

(3) to purchase from City at original installed cost a mutually 

agreed upon portion of the transmission capacity of all or a part of the 

second circuit, in the event that City should have previously constructed 

said second circuit. 

If either Option (2) or (3) Is exercised, LCRA shall pay to City a 

prorated share. of the original lnstal led cost of right-of-way, 

structures, conductor, insulators, and hardware which shall correspond 

to LCRA's proportionate ownership of the 345 KV line. 
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If Option (1) is exercised, LCRA ~hall pay to City a prorated share 

of the original installed cost of the right-of-way and structures which 

shall correspond to LCRA's ownership of the line. In such a case City 

shall have the right to purchase from LCRA at original installed cost a 

mutually agreed upon portion of the transmission capacity of all or a 

part of the second circuit, and City shall repay to LCRA the appropriate 

share of the right-of-way and structure cost to reflect each party's 

proportionate ownership of the 345 KV Tine. 

At such time as either party determines that the second circuit 

will be beneficial to its transmission. system, that party sha11 notify 

the other party of its intention to construct and operate said circuit, 

and.the party so notified shall indicate its intention to participate 

and shall execute the appropriate participation agreement within two 

years following notification if it desires to participate in the 

original construction. 

LCRA agrees that all of its interconnections and new construction 

on this 345 KV line shall be coordinated with· and be agreeable with City 

so that all planning and operating criteria are met. Neither City nor 

LCRA shall be liable for any lease or wheeling charges for its 

connection to, use of, or participation in said 345 KV transmission 

facilities, This provision is not intended to exclude these circuits 

from Toss assessments as provided for in other agreements. 

G. 69 KV Tie at McNeil Substation 

The 69 KV tie between Cfty and LCRA at McNeil Substation (OCB2320) 

shall be operated norm•Tly open in order to avoid overloading LCRA's 69 

KV system in the event of contingencies (outages of Tines or substation 

Exhibit MD-6
Page 185 of 196

253



components) in City's system. The tie shall remain available for 

emergency use and maintenance, and it shall be operated in coordination 

between City's ECC dispatcher and LCRA's SOCC dispatcher, until such 

time as either party removes its respective 69 KV facilities. 

H. Distribution Facilities at LCRA Offices and Service Center 

LCRA shall install a 69/12.5 KV power transformer in its Austin Oam 

Substation to serve its offices, shops, and environmental buildings. 

All distribution ductwor< and circuits, including the ductworK located 

under Laoe Austin Boulevard to serve the Shapiro Building, will be 

furnished, operated, and maintained by LCRA. The present 12.5 KV 

service to the Shapiro Building on City's distribution system shall 

remain in place for standby. Power and energy from City's system which 

is consumed by LCRA's buildings shall be sunlTied for billing purposes in 

accordance with City's and LCPA's interchange agreement. 

City shall supply 12.5 KV service to LCRA's Dalchau Service Center 

at locations to be determined in consultation with City. LCRA shall pay 

all costs incurred by City in providing additional service locations. 

The present standby service to the LCRA SOCC and the 69 KV tap to LCRA's 

Service Center Substation shall remain 1n place. Power and energy 

consumed at these locations shall be suJT1T1ed for billing purposes in 

accordance with City's and LCRA's interchange agreement. 

!. Property Leases at Austin Oam 

There are a number of existing lease documents and correspondence 

in the files of both parties pertaining to the land occupied by LCRA's 

office buildings, shops, and. substation at Austin Dam. It is the intent 

of both parties that LCRA has a lease to all the property presently 

occupied by its facilities except that part occupied by City's section 

of ·the ·Austin Dam Substation and its control house. 
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IV. 

1985 TRANSMISSION AGREEMENT TERMS 

OPERATION ANO MAINTENANCE 

A. McNeil to Howard Lane 138 KV Transmission Line 

City shall perform and pay for all maintenance on the new 138 KV 

double-circuit line described In Sec.l!IA, including the right-of-way, 

double-circuit structures, and initial transmission circuit installed on 

the structures. At such time as LCRA installs Its circuit on the vacant· 

position, then LCRA shall pay half the total maintenance cost of this 

shared right-of-way and of the double-circuit transmission structures. 

Each party shall pay for the maintenance of its own circuit, including 

conductors and insulators. 

8. 345 KV Transmission Loop 

(''l City shall perform and pay for all maintenance of right-of-way, 

structures, and the initial transmission circuit. The cost of 

maintenance of these facilities upon exercise of Options 2, 3, or 4 as 

described in Section II!B herein shall be prorated by mutual agreement 

according to each party's ownership of the facilities. 

C. Lakeway Cut-in 

LCRA shall maintain at its cost all rights-of-way associated with 

its Marshall Ford to Paleface transmission line. LCRA shall operate and 

maintain at City expense the 138 KV switches associated with this 

substation, which are integral to LCRA's transmission system, 

Maintenance of the 138 KV buswork, relaying, and all other facilities 

at this substation shall be performed and paid for by City. 
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D. Balcones Cut-in 

LCRA shall maintain at its expense the Balcones Substation and the 

double-circuit line from the breakoff to the substation. City shall 

operate the 138 KV breakers and switches in this substation, which are 

integral to City's transmission system. 

Maintenance of the 138 KV breakers, buswork, and relaying shall be 

performed by City or LCRA as mutually agreed to·, coordinated with City, 

and paid for by LCRA. 

E. Austrop Substation 

All 345 KV breakers at Austrop Substation shall be capable of being 

operated by either City or LCRA. Operation shall be by mutual agreement 

of the two systems' control centers. Maintenance of the 345 KV 

facilities at Austrop shall be performed by City or LCRA, as mutually 

agreed to, and coordinated between the parties. Maintenance shall be 

paid for based on ownership of equipment. Maintenance of other items 

will be as provided far under previous agreements or as mutually agreed 

to by the parties. 

F. Austrop to FPP 345 KV Transmission Line 

City shall pay for all maintenance of right-of-way, structures, and 

the existing transmission circuit. At such time as LCRA installs its 

circuit on all or part of the vacant position, then LCRA shall pay a 

prorated share of the total maintenance cost of the portion of shared 

right-of-way and double circuit transmission structures. Each party 

shall pay for the maintenance of its own circuit, including conductor 

and insulators. 

City shall perform maintenance of the shared facilities as required 

and shall invoice LCRA for its portion of the expenses in accordance 

with the above agreement terms. 
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[N WITNESS WHEREOF, the parties hereto have caused this 1985 

Agreement to be executed by their duly authorized officers this~/.. 

day of r. " .. " • , .... t 19..:::.. 

ATTEST: 

.~ 

,./,·,:; :~l \ ........ ~.f ··~. ,,' .-

j 

ATTEST: 

( fj 
I ''(h,({.=A.A ' I, ,.~ 

~I"""'"' c) j {) 

CITY OF AUSTIN 

By:~L~­
~YMWger 

LOWER COLORADO RIVER AUTHORITY 

Soderberg 

Genera 1 Manager 
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Cit)' of Austin 
Founded by Cong'wss. lkpui>l1<' C1I T<'X<IS. I 1n1 • 

Municipal Building. Eii-!htl1 at Coloraclo. 1-'.l >.Box 111H8. :\us111i. Tl'Xil,., 787t.7 Tt'll'pl11111(' :;u . .+~~J·~t 

February 5, 1986 

R. L. Hancock, Executive Director 
Engineering & Operations 
Lower Colorado River Authority 
P. o. Box 220 
Austin, Texas 78767 

Subject: Relocation of LCRA Transmission Facilities at McNeil 
Substation 

Dear R. L.: 

In connection with Austin's 345/138 KV autotransformer installation at 
McNeil Substation, certain LCRA transmission facilities require 
relocation in order to clear the proposed new substation construction. 
The Electric Utility requests that LCRA undertake the necessary 
relocations and that the actual cost incurred for the work be shared 
by Austin and the LCRA on an equal basis. 

It is appropriate that this request be approved by LCRA. A similar 
agreement has been entered into by the parties with regard to the 
proposed bus revision at Austrop Substation, wherein Austin will pay 
for one-half of the actual cost of necessary transmission line 
modifications. In both cases, the proposed work will result in mutual 
benefits. Further, the substation property was originally purchased 
by Austin, and without the requested line relocations, cannot be used 
for the intended purRose. 

Your fa·.·orable response to this request will be appreciated. Because 
of planned schedules for the substation construction, it is critical 
that this issue be resolved promptly. Please call if you have need 
for further information. 

Sincerely, 

\-\ , 
I I I 

I , _/~-• .:. I ._; <-,.... •· .. '(_ ,,.....,.-:---J 

-·H. L. Peterson 
Deputy Director 
Electric Utility 

Sl/24/14 
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On the •n-

LIGNITE MINING.AGREEMENT 

day of January. 1984, the City of Austin 

(Austin) and Lower Colorado River Authority (LCRA) executed a 

MEMORANDUM OF UNDERSTANDING which inter alia stated generally 

in Section II 3 thereof, that Austin as a part of an overall 

agreement concerning Units 3 and .4 of the Fayette Power Project 

would authorize LCRA to develop and mine Austin's present and 

future mineral interests in LCRA's proposed Cummins Creek Mine 

for Fayette Project Units 3 and 4 as generally shown on the 

attached plat Exhibit A (the Mine). The parties now desire to 

enter into a definitive agreement to express specifically the 

( j terms and conditions governing the mining by LCRA of Austin's 

mineral interest. 

l. Austin's Mineral Interest: Within the Mine area, 

Austin presently holds the following mineral interests: 

(l) the Rohde Lease - an undivided one-half of the 

mineral leasehold working interest created by that certain 

mineral lease from James E. Rohde and wife Rose Marie Rohde to 

Lower Colorado River Authority and City of Austin dated A~s \~, 

t•i3 , recorded Vol. ~. page~. Deed Records, Fayette 

County, Texas. covering 52.186 acres out of the R. G. Baugh 1/4 

League A-12 in Fayette County, Texas (the Rohde Lease); and 

(2) the Valero Leases - an undivided 18.007581% inter-

est in the mineral leasehold working interest created by those 

THIS CONTRACT IS SUBJECT TO ARBITRATION 
UNDER THE TEXAS ARBITRATION ACT 

Exhibit MD-6
Page 192 of 196

260



certain leases covering lands lying in Fayette County, Texas, 

which were assigned by Valero Lignite Company to Central Power 

& Light Company, et al by assignment dated December 28, 1981, 

recorded in Vol. J''~· page ~1(, Deed Records of Fayette 

County, Texas, subject to certain overriding royalties and 

other encumbrances. The balance of the working interest in the 

Valero Leases is owned in undivided interests by Central Power 

& Light Company, City Public Service Board of San Antonio and 

LCRA. The Valero Leases will, in the near future be parti­

tioned so that each owner will have the full working interest 

in segregated portions of the Valero Leases. The parties 

f] recognize that in the event of such a partition, this agreement 

shall neither enhance or diminish either party's right to claim 

the full working interest in the Valero Leases encompassed by 

the Mine under a final partition, or be used by either party as 

the basis of a claim that either party should retain its 

undivided interest in the Valero Leases in the Mine area under 

such partition. 

2. Authorization of Mining: Austin does hereby grant to 

LCRA the exclusive and irrevocable right to mine and produce 

any lignite interest of Austin in and under the above described 

leaseholds insofar as said leaseholds are included in the Mine. 

LCRA shall have exclusive control over the mining operations 

and Austin's rights shall be limited solely to. the delivery to 

1 it of mine~ lignite as set forth herein. 
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3, Delivery of Austin's Share - When production of lig­

nite from a lease in which Austin has an interest commences, 

LCRA shall credit to Austin's account all such lignite mined 

attributable to Austin's interest. At the time that such 

mining has reached a continuous and sustained rate, LCRA shall 

commence delivery to Austin or to its order and Austin agrees 

to receive and dispose of an annual volume of lignite equal to 

the lesser of the total tons actually mined during the preced­

ing twelve (12) calendar months attributable to Austin's lease­

hold interest or one hundred thousand (100,000) tons. Tonnage 

attributable to Austin's interest over one hundred thousand 

(100,000) tons annually shall carry over into subsequent years. 

Delivery shall be made by LCRA into transportation or other 

receiving facilities provided by Austin at the point at which 

lignite from the Mine is delivered to the Fayette Power Project 

or such other· point as the parties may agree to. at a quarterly 

rate of twenty-five· thousand (25,000) tons, until Austin has 

received an amount of lignite equal to its percentage interest 

in the total volume of lignite that has been produced and saved 

from the leases in which it has as interest. 

If additional production capacity is available after satis­

faction of the volume of lignite required for Units 3 and 4 

then the.annual rate of delivery to Austin may be increased by 

j mutual agreement. 
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4, Lease Expenses and Mining Costs -

(a) Austin shall be responsible for and arrange to 

pay all amounts required under the terms of the leases or the 

assignments under which Austin derives its interest in the 

Valero Leases necessary in the absence of mining operations, to 

maintain such leases and its interest therein in force, such as 

delay rentals or advance royalties attributable to its interest 

in the leaseholds; 

(b) LCRA shall, for Austin's account, pay as the sanie 

becomes payable, all delay rentals or advance royalty required 

to maintain the Rohde Lease in force and to pay all production 

royalty and overriding royalty (net of Austin's share of any 

recoupable advance royalty), surface damages, and other amounts 

due to lessors or surf ace owners under the terms of any of the 

leases arising because of mining operations thereon attribut-

able to Austin's interest in the leaseholds; 

(c) Austin shall pay LCRA for each ton of lignite 

delivered to it hereunder a sum equal to LCRA's per ton mining 

cost at the time of delivery as hereinafter defined. 

5. Billing and Payment - LCRA shall bill Austin for all 

amounts paid for Austin's account under 4(b) above promptly 

after payment and shall bill Austin quarterly for its per ton 

mining costs for each ton of lignite delivered during the pre­

ceeding quarter month. Payment of all invoices shall be made 
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within fifteen (15) days of their receipt. In the event pay­

ments are not made within the fifteen (15) day·period, interest 

at the rate of twelve percent (12%) per annum shall be due and 

owing. In the event Austin is not satisfied with the computa­

tion of the.per ton mining costs billed to it on any invoice 

rendered by LCRA, Austin shall promptly notify LCRA in writing 

of those portions of the computations with which it is not in 

agreement. The parties shall meet within ten (10) days of such 

notification in an effort to arrive at a mutually satisfactory 

computation. If the meeting does not resolve the matter, they 

shall immediately refer same to a mutually acceptable national 

independent accounting firm for the purpose of arriving at the 

correct computation. LCRA agrees to provide said firm with all 

necessary information requested to enable it to arrive at the 

computation. The findings made by the firm shall be final. 

Payment for the services rendered by the firm shall be made by 

Austin in the event said firm upholds the computation provided 

by LCRA or requires an adjustment downward of less than five 

percent (5\) of the amount in controversy, otherwise, LCRA 

shall be responsible for payment of such services. During the 

period of verification of the computation, Austin shall pay all 

invoices as rendered provided, however, that when the matter is 

finally determined by the parties or the independent accounting 

t'j firm, LCRA shall pay Austin the amount of all overcharges, if 
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1 INTRODUCTION 

This report presents the Austin Energy’s fiscal year 2018 transmission and distribution system loss study 
for the preparation of a rate study. It provides a summary of the basis of loss calculations, methodologies 
used and the results. 

The electric system, for the purposes of this study, is defined as the transmission and distribution system 
equipment required to distribute electrical power to each Austin Energy customer. Information about the 
Austin Energy power system configuration, equipment types and ratings, primary and secondary circuit 
types and lengths, historical data, and transformer loads was gathered to perform this analysis. The Austin 
Energy power system evaluated can be characterized by the following statistics and principal types of 
equipment as of Fiscal Year 2018: 

Type Quantity 
Location of Loss 

Calculations 

System Peak Demand 2,878 MW (1)
Annual Net Energy for Load 13,936,605 MWh (2)
Annual Energy Sales 13,409,802 MWh (2)
Annual Losses 3.78 % Exhibit A 
Circuit-miles of Transmission Exhibit B 

345 kV 276.2 mi. 
138 kV 321.5 mi. 
69 kV 26.1 mi. 

Transmission Transformers 19 Exhibit C 
Substation Transformers 168 Exhibit D 
Circuit-miles of Distribution Operating at 12.5 kV 5,803 mi. Exhibit E 
Distribution Transformers 84,377 Exhibit F 
Circuit-miles of Secondary Operating at 1.0 kV & below 7,522 mi. Exhibit H 
Street & Security Lights 65,042 Exhibit I 
Notes:
(1) Peak Demand on July 23, 2018
(2) Based on Fiscal Year 2018
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2 ANALYSIS SUMMARY 

The calculated transmission and distribution system losses for fiscal year 2018 are summarized in the 
table below.  Additional details of the loss calculations are included in Exhibits A through J. Charts 
illustrating the calculated losses by voltage level are given in Figure 1 and Figure 2. 

Annual Energy Demand Losses at 
Type Losses (MWh) Peak (MW) 

Transmission 345 kV 18,155 6.37 
Transmission 138 kV 125,534 44.06 
Transmission 69 kV 5,534 1.53 
Distribution 155,986 49.08 
Secondary 222,375 41.85 
Non-Technical    (772) 0 
TOTALS 526,803 142.89 
Note: Lights were assumed to be off during the 2018 system peak. 

  Figure 1. Calculated Annual Energy Losses by Voltage Level 

3.45%

23.83%

1.05%

29.61%

42.21%

T&D Annual Energy Losses
(526,803 MWh) Voltage level: Transmission 345 kV

Voltage level: Transmission 138 kV

Voltage level: Transmission 69 kV

Voltage level: Distribution

Voltage level: Secondary
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Figure 2. Calculated Demand Losses at Peak by Voltage Level 

3 BASIS OF ANALYSIS 

System losses are an unavoidable result of delivering power to electric utility customers, due to the 
physics of power flow and voltage transformation.  In addition, losses can be broken into two groups: 1) 
constant losses, which are independent of the system loading; and 2) variable losses, which are dependent 
on system loading. 

Constant losses consist primarily of transformer core losses, or no-load losses. The constant system losses 
included in this study were based on the name plate losses and the assumed time period of one year. 
Variable losses include transmission and distribution line losses for the primary and secondary systems, 
and transformer winding, or load losses. The variable losses included in this study were based on the 
calculated losses at peak, the assumed time period of one year, and the Loss Factor. 

The equation for the Loss Factor is as follows: 

Loss Factor = k * Load Factor + (1 - k) * Load Factor2 

A value of 0.08 was assumed for the constant coefficient “k” for the Loss Factor calculations based on 
research published in IEEE Transactions on Power Systems on November 1988 using American and 

4.46%

30.84%

1.07%

34.35%

29.29%

T&D Peak Demand Losses
(142.9 MW) Voltage level: Transmission 345 kV

Voltage level: Transmission 138 kV

Voltage level: Transmission 69 kV

Voltage level: Distribution

Voltage level: Secondary
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Canadian utilities. The average annual Load Factor for the fiscal year 2018 of 55.28% was calculated 
based on the Austin Energy monthly system peak and energy purchases. 

4 TRANSMISSION & DISTRIBUTION SYSTEM 

Losses for the transmission and distribution systems were taken from the load flow results from the 
existing engineering models. The load flow results were based on the 2018 system peak, recorded in July. 
The transmission system is modeled in PTI Interactive Power System Simulator (PSSE™). The 
distribution system is modeled in FeederALL®. 

The load flow results at the 2018 system peak provided data for transmission and distribution line losses, 
and substation transformer load losses. Substation transformer no-load losses were obtained from Austin 
Energy manufacturer test report summaries. If test reports were not available for a given transformer, 
impedances and no-load loss values were assumed based on similar sized transformers. The transmission 
and distribution line losses are presented in Exhibit B and Exhibit E, respectively. Transmission 
substation transformer load and no-load losses are presented in Exhibit C, while the distribution 
substation transformer losses are presented in Exhibit D. 

5 DISTRIBUTION TRANSFORMERS 

Inventory of the installed distribution transformer capacities and configurations was obtained from the 
existing GIS system. Distribution transformer specifications were based on a number of manufacturer test 
reports. If test reports were not available for a given transformer, impedances and no-load loss values 
were assumed based on similar sized transformers. A summary of the distribution transformer 
specifications used in the loss calculations is given in Exhibit G. 

Loading for the distribution transformers was estimated using the total installed distribution transformer 
capacity and the estimated customer demand at the 2018 peak. Distribution transformer no-load and load 
losses are listed in Exhibit F. 

6 SECONDARY SYSTEM 

The ADMS database and GIS system together provided information related to the installed secondary 
conductor types and lengths for each of the following categories: service, secondary, and street lights. 
Losses in the secondary system were estimated based on the service category, average lengths, conductor 
types, and the estimated conductor loading. 

The conductor loading was estimated based on the total service conductor capacity and the estimated 
customer demand at the 2018 peak. Secondary lines were assumed to be sized similar to service lines. 
Conductor loading for the secondary serving security and street lights was calculated based on the 
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estimated lighting load, as provided by Austin Energy, and the total conductor capacity. Secondary line 
losses are presented in Exhibit H. 

7 SECURITY AND STREET LIGHTS 

Consumption estimates for security and street lights were provided by Austin Energy, which accounted 
for the light, the ballast, and other miscellaneous losses associated with each lamp size. The quantity of 
lights by size and type were also provided by Austin Energy based on information included in the existing 
GIS system. However, the total number of lights in the GIS system was greater than the number of lights 
billed for fiscal year 2009. As a result, the losses for security and street light losses were calculated based 
on the difference in the estimated annual energy consumption derived from the GIS data less the total 
lighting sales for fiscal year 2009. Security and street light losses are presented in Exhibit I. 
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EXHIBIT A: SYSTEM LOSS SUMMARY 

AUSTIN ENERGY
Evaluation of T&D System Losses 

Summary of T&D System Losses

SYSTEM LOSSES 
Austin Energy

2018 Annual Net Available for Sale (MWh) 13,936,605
2018 Annual Energy Sales (MWh) 13,409,802
ANNUAL SYSTEM LOSSES (MWh) 526,803
PERCENT SYSTEM LOSSES 3.78%

TYPE

ANNUAL 
ENERGY 
LOSSES 
(MWh)(2)

PERCENT OF 
AE ENERGY 
AVAILABLE

PERCENT
OF TOTAL 

AE LOSSES

DEMAND 
LOSSES AT 
PEAK (MW)

PERCENT
OF DEMAND 

AE LOSSES AT 
PEAK

Voltage Level: Transmission 345 kV 18,155 0.13% 3.45% 6.37 4.46%

Transmission Line Losses 18,155 0.13% 3.45% 6.37 4.46%

Transmission Substation Transformer Losses
Core 0 0.00% 0.00% 0.00 0.00%
Winding 0 0.00% 0.00% 0.00 0.00%

Voltage Level: Transmission 138 kV 125,524 0.90% 23.83% 44.06 30.84%

Transmission Line Losses 111,582 0.80% 21.18% 39.15 27.40%

Transmission Substation Transformer Losses
Core 8,798 0.06% 1.67% 1.55 1.08%
Winding 5,145 0.04% 0.98% 3.36 2.35%

Voltage Level: Transmission 69 kV 5,534 0.04% 1.05% 1.53 1.07%

Transmission Line Losses 3,278 0.02% 0.62% 1.15 0.80%

Transmission Substation Transformer Losses
Core 1,743 0.01% 0.33% 0.20 0.14%
Winding 513 0.00% 0.10% 0.18 0.13%

Voltage Level: Distribution 155,986 1.12% 29.61% 49.08 34.35%

Distribution Line Losses 102,094 0.73% 19.38% 35.82 25.07%

Distribution Substation Transformer Losses
Core 23,882 0.17% 4.53% 2.73 1.91%
Winding 30,010 0.22% 5.70% 10.53 7.37%

Voltage Level: Secondary 222,375 1.60% 42.21% 41.85 29.29%

Distribution Transformer Losses
Core 149,958 1.08% 28.47% 17.12 11.98%
Winding 22,127 0.16% 4.20% 7.76 5.43%

Service and Secondary Line Losses 48,360 0.35% 9.18% 16.97 11.88%

Street & Security Lights(1)(3) 1,931 0.01% 0.37% 0.00 0.00%

Metering Inaccuracies (772) -0.01% -0.15% 0.00 0.00%

TOTALS 526,803 3.78% 100.00% 142.89 100.00%

Notes:
(1) Street and Security Light losses are the difference in billed kWh and total kWh for all lights
(2) Annual Energy Losses were determined using the following equations:

Annual Energy Losses = Peak Demand (kW) * Time (hrs) * Loss Factor
Loss Factor = k * Load Factor + (1 - k) * (Load Factor)^2
"k" constant 0.08
Load Factor 55.28%

(3) Street and Security Light were off at the recorded peak
(4) GSU's results are categorized by the high side voltage, all other transformer results are categorized by low side voltage
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EXHIBIT B: TRANSMISSION LINE LOSSES 

AUSTIN ENERGY
Evaluation of T&D System Losses 

Estimated Transmission Line Losses

TRANSMISSION VOLTAGE (kV) MILES OF LINE (1)

DEMAND LOSSES AT 
2018 PEAK (MW)(2)

ANNUAL ENERGY LOSSES 
(MWh)

69 26.1 1,150 3,277,642
138 321.5 39,150 111,582,322
345 276.2 6,370 18,155,285

TOTALS 623.8 46,670 133,015,248

Notes:
(1) Transmission line length from AE Transmission Line Database
(2) Peak losses extracted from PSS/E system model
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EXHIBIT C: TRANSMISSION TRANSFORMER LOSSES 
AUSTIN ENERGY
Evaluation of T&D System Losses 

Estimated Transmission Substation Transformer Losses

SUBSTATION NAME
TRANSFORMER 

VOTLAGE

TRANSFORMER 
BASE RATING 

(MVA)

TRANSFORMER 
NO-LOAD 

LOSSES (kW) (1) 

ANNUAL (2) NO-
LOAD ENERGY 
LOSSES (kWh)

TRANSFORMER 
LOAD LOSSES 

(kW) (3) 

ANNUAL (4) 

LOAD ENERGY 
LOSSES (kWh)

NL AT1 138/69 kV 220 35.6 311,462 30 85,504
KB AT1 138/69 kV 220 51.8 453,768 80 228,010
SP-AT1 (McNeil) 138/69 kV 220 61.6 539,861 40 114,005
PE-AT1 138/69 kV 220 50.0 437,912 30 85,504
DL AT1 345/138 kV 672 146.7 1,285,092 380 1,083,047
GF AT1 345/138 kV 480 90.0 788,400 150 427,518
GF AT2 345/138 kV 480 91.7 803,292 180 513,022
LY AT1 345/138 kV 480 124.9 1,093,861 320 912,039
LY AT2 345/138 kV 480 98.1 859,356 170 484,521
AU AT1 345/138 kV 480 118.0 1,033,855 150 427,518
AU AT2 345/138 kV 480 121.2 1,061,975 130 370,516
DP MT1 22.8/138 kV 420 219.5 680,326 540 544,647
DP MT2 22.8/138 kV 470 232.6 599,333 780 653,986
DP MPT1(5) 13.8/138 kV 139 51.0 79,560 70 35,529
DP MPT2(5) 13.8/138 kV 139 51.0 62,220 70 27,785
SA MPT1(6) 13.8/138 kV 130 52.0 95,784 280 167,806
SA MPT3(7) 13.8/138 kV 130 50.0 93,300 280 169,992
SA MPT6(8) 13.8/138 kV 150 50.8 93,116 90 53,674
SA AT1(9) 18.0/138 kV 480 199.2 1,453,164 150 356,021

345 kV TOTALS 0 0.0 0 0 0
138 kV TOTALS(10), (11) 4,938 1,550.0 8,797,542 3,360 5,144,576
69 kV TOTALS(10) 880 199.0 1,743,003 180 513,022
TOTALS 6,490 1,895.6 11,825,638 3,920 6,740,645

Notes:
(1) From Austin Energy test reports
(2) Annual No-Load Energy Losses is based on calculated demand losses times 8760 hours.
(3) Calculated in PSS/E model with 2018 peak load flows
(4) Annual Load Energy Losses is based on transformer load losses, 8760 hours, and a loss factor calculated from the annual load factor
(5) No-Load Demand Losses are estimated to be the same as Sandhill Transformers of similar size
(6) Losses for SANDH_G1 and SANDH_G2
(7) Losses for SANDH_G3 and SANDH_G4
(8) Losses for SANDH_G6 and SANDH_G7
(9) Losses for SANDHG5A and SANDHG5C
(10) GSU's results are categorized by the high side voltage, all other transformer results are categorized by low side voltage
(11) GSU's losses scaled by % runtime in 2018
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EXHIBIT D: SUBSTATION TRANSFORMER LOSSES 
AUSTIN ENERGY
Evaluation of T&D System Losses 

Estimated Distribution Substation Transformer Losses

SUBSTATION NAME

TRANSFORMER 
BASE RATING 

(MVA)

2018 
COINCIDENT 

PEAK LOAD (kW)

TRANSFORMER 
NO-LOAD LOSSES 

(kW) (1)(7) 

ANNUAL (2) 

NO-LOAD 
ENERGY LOSSES 

(kWh)

TRANSFORMER 
LOAD LOSSES 

(kW) (3) 

ANNUAL (4) LOAD 
ENERGY LOSSES 

(kWh)

AD123 30 11,052 16.0 140,160 24.0 68,460
AD456 30 13,802 16.0 140,072 38.1 108,704
AG123 30 14,251 14.1 123,866 24.4 69,629
AG456 30 22,130 14.0 122,465 97.5 277,916
BAL TX1(5)(6) 25 17 14.0 122,640 13.4 38,163
BAL TX2(5)(6) 25 9,623 14.0 122,640 13.4 38,163
BA012 30 19,789 13.0 113,530 86.6 246,906
BA123 30 15,117 9.4 82,344 55.1 157,070
BA456 30 18,464 32.6 285,576 77.9 222,053
BA789 30 11,645 15.4 134,816 24.0 68,317
BC123 30 11,365 26.3 230,476 38.8 110,613
BC456 30 11,365 18.9 165,914 23.2 66,237
BC789 30 13,323 12.3 107,923 37.2 106,139
BE123 30 10,341 13.8 120,976 18.1 51,530
BE456 30 12,767 10.7 93,382 36.6 104,201
BL123 30 26,539 13.9 121,764 141.5 403,150
BL456 30 16,673 16.3 142,788 49.0 139,628
BL789 30 23,995 12.6 110,551 120.7 343,953
BR123 70 19,298 49.6 434,496 34.1 97,132
BR456 70 18,465 50.7 444,307 56.8 161,858
BR789 70 19,588 26.5 232,140 28.2 80,373
BU123 30 22,293 13.4 117,209 111.4 317,618
BU456 30 15,192 13.2 115,282 48.5 138,316
BU789 30 25,725 29.0 254,040 298.3 850,249
BW123 50 2,329 20.6 180,456 0.5 1,454
BW456 50 1,166 21.1 184,836 0.1 285
CC123 30 22,405 14.4 126,144 96.5 275,122
CC456 30 8,256 10.1 88,301 15.9 45,374
CC789 30 5,716 12.3 107,836 5.3 14,963
CA123 30 19,178 13.1 114,668 71.2 202,929
CA456 30 24,965 13.0 113,705 121.8 347,088
CF123 30 20,310 15.9 138,846 82.1 233,938
CF456 30 22,232 12.0 105,120 96.4 274,752
CF789 30 15,561 12.8 111,690 50.2 143,019
CL012 30 20,203 13.6 119,311 46.9 133,585
CL123 30 20,490 14.3 124,918 50.4 143,561
CL456 30 25,077 13.9 121,764 123.9 353,102
CL789 30 15,582 13.6 118,698 30.2 86,102
CM123 30 17,541 9.2 80,942 69.2 197,257
CM456 30 6,113 10.5 91,892 8.1 23,000
CM789 30 18,263 13.3 116,070 66.9 190,559
CM101112 30 7,822 13.8 120,538 7.4 21,205
DE123 30 9,870 13.6 119,048 27.6 78,521
DE456 50 24,045 18.5 162,060 74.4 212,078
DE789 50 24,144 18.6 162,848 59.5 169,468
DE101112 50 17,554 19.6 171,433 22.5 64,042
DE131415 50 17,504 19.0 166,002 31.3 89,123
DE161718 67 22,572 25.9 226,534 28.3 80,516
DE192021 67 22,503 25.6 223,818 32.0 91,147
DE222324 30 26,627 14.4 125,881 96.2 274,239
DE2526 30 15,176 14.4 125,881 30.2 85,931
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EXHIBIT D: SUBSTATION TRANSFORMER LOSSES (PAGE 2) 
AUSTIN ENERGY
Evaluation of T&D System Losses 

Estimated Distribution Substation Transformer Losses

SUBSTATION NAME

TRANSFORMER 
BASE RATING 

(MVA)

2018 
COINCIDENT 

PEAK LOAD (kW)

TRANSFORMER 
NO-LOAD LOSSES 

(kW) (1)(7) 

ANNUAL (2) 

NO-LOAD 
ENERGY LOSSES 

(kWh)

TRANSFORMER 
LOAD LOSSES 

(kW) (3) 

ANNUAL (4) LOAD 
ENERGY LOSSES 

(kWh)

DG123 30 9,219 14.2 124,742 10.2 29,157
DG456 30 17,420 13.4 117,734 61.2 174,542
DL123 30 10,896 17.9 156,716 21.8 62,104
EB012 50 4,861 20.7 181,157 5.7 16,331
EB123 50 (41) 23.0 201,830 0.0 0
EB456 50 4,788 22.0 192,720 5.8 16,388
EB789 50 24,792 22.0 192,720 133.2 379,665
ER123 30 1,924 12.2 106,609 0.5 1,311
FI123 30 22,435 12.9 112,654 95.0 270,648
FI456 30 15,751 13.9 121,764 48.3 137,718
FV123 30 20,374 14.2 124,042 73.7 210,083
FV456 30 18,802 18.0 157,417 58.3 166,276
GR123 30 5,074 15.2 133,327 3.4 9,662
GR456 30 3,757 12.5 109,325 2.7 7,553
GR789 30 25,891 36.1 316,236 146.7 418,028
HC012 30 25,453 12.1 106,259 144.7 412,327
HC123 30 28,272 32.5 284,350 197.3 562,443
HC456 30 23,745 28.8 252,288 118.8 338,452
HC789 30 25,512 11.5 100,740 139.0 396,025
HL123 30 21,273 16.1 140,861 82.0 233,710
HL456 30 24,687 14.2 124,392 121.1 345,064
HM012 30 17,031 13.7 120,100 28.5 81,286
HM123 30 18,561 28.9 253,339 68.3 194,606
HM456 30 23,350 25.5 223,643 162.8 463,972
HM789 30 14,621 13.3 116,420 39.2 111,839
HV123 30 21,757 13.1 114,668 102.6 292,337
HV456 30 27,606 9.1 79,804 161.2 459,354
JE123 30 21,825 28.7 251,412 116.8 332,866
JE456 30 16,779 13.4 117,034 51.8 147,608
JV123 30 25,822 15.3 133,678 135.4 385,935
JV456 30 17,939 9.4 82,256 71.5 203,727
JV789 30 18,370 13.0 114,230 70.8 201,817
JL123 30 17,607 16.9 147,956 40.3 114,860
JL456 30 6,416 17.0 149,095 5.0 14,251
KB123 30 16,478 16.6 144,978 52.1 148,491
KB456 30 22,108 13.8 120,888 101.3 288,575
KL1234 30 18,650 17.3 151,636 53.9 153,536
KL5678 30 19,591 17.4 152,774 50.9 145,014
LS123 30 19,144 14.1 123,516 78.5 223,849
LS456 30 15,580 15.0 131,400 54.2 154,363
LW123 30 18,877 15.3 133,678 61.8 176,223
LW456 30 23,266 9.4 82,432 120.5 343,554
MC012 30 8,198 13.6 118,698 13.9 39,588
MC123 30 15,980 12.4 108,361 33.2 94,710
MC456 30 17,664 28.8 251,850 72.2 205,893
MC789 30 15,166 15.6 136,919 47.4 135,210
MP123 30 18,724 15.0 131,400 76.2 217,037
MP456 30 20,944 13.0 113,880 89.3 254,402
MP789 30 17,533 11.5 100,390 52.4 149,403
MT123 30 7,625 16.0 140,072 11.2 31,978
MT012 30 10,648 10.9 95,572 23.0 65,524
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EXHIBIT D: SUBSTATION TRANSFORMER LOSSES (PAGE 3) 
AUSTIN ENERGY
Evaluation of T&D System Losses 

Estimated Distribution Substation Transformer Losses

SUBSTATION NAME

TRANSFORMER 
BASE RATING 

(MVA)

2018 
COINCIDENT 

PEAK LOAD (kW)

TRANSFORMER 
NO-LOAD LOSSES 

(kW) (1)(7) 

ANNUAL (2) 

NO-LOAD 
ENERGY LOSSES 

(kWh)

TRANSFORMER 
LOAD LOSSES 

(kW) (3) 

ANNUAL (4) LOAD 
ENERGY LOSSES 

(kWh)

MU123 30 7,980 14.4 126,056 7.6 21,746
MU456 30 8,494 12.3 108,098 9.1 25,993
NL012 30 19,464 11.3 98,988 66.8 190,360
NL123 20 9,673 15.9 138,934 27.2 77,523
NL345 30 24,123 9.9 86,461 119.6 340,989
NL789 20 6,024 16.3 142,438 24.3 69,315
NW123 30 22,569 14.2 123,954 109.0 310,549
NW456 30 4,223 16.7 146,642 3.3 9,263
OC123 30 4,396 13.0 113,968 4.1 11,657

OC456 30 0 11.6 101,266 0.0 0
OH123 30 15,116 12.1 105,996 52.0 148,121
OH456 30 19,059 11.8 103,368 79.3 225,872
OH789 30 21,594 13.4 117,734 96.2 274,096
PE1234 30 23,433 14.0 122,903 118.9 338,737
PE5678 30 25,747 14.0 122,903 145.5 414,579
PL123 30 26,716 14.1 123,253 128.6 366,469
PL789 50 20,161 20.9 183,084 56.6 161,374
PL101112 30 21,491 16.2 141,912 79.2 225,844
PL131415 30 4,250 14.1 123,428 2.2 6,128
RP123 20 396 14.8 129,998 0.1 228
RP789 30 17,417 14.8 129,560 36.3 103,573
SK123 30 9,236 28.6 250,448 19.9 56,632
SK456 30 23,276 12.6 110,551 116.3 331,384
SL123 30 25,975 14.4 125,706 126.5 360,455
SL456 30 24,754 28.5 249,222 146.3 416,831
SL789 30 23,484 14.8 129,560 110.1 313,884
SP123 30 18,073 13.2 115,369 44.0 125,462
SP789 30 21,930 13.4 117,647 107.9 307,443
SP012 30 22,445 13.9 121,676 108.2 308,241
SP345 70 28,121 20.1 175,726 74.1 211,308
SP678 70 28,004 20.0 175,200 62.7 178,646
SN-NT1 50 0 15.0 131,400 0.0 0
SN-NT2 50 23,056 15.0 131,400 47.8 136,207
SR123 30 17,538 12.5 109,325 41.9 119,449
ST123 30 16,411 14.2 124,742 48.4 137,974
ST456 30 12,624 10.5 91,630 27.6 78,749
ST789 30 18,677 14.7 129,035 75.0 213,731
SU123 30 20,083 11.6 101,791 80.6 229,805
SU456 30 19,448 12.1 105,558 73.4 209,171
SU789 30 9,652 14.0 122,815 12.1 34,486
SU012 30 7,853 14.7 128,684 7.4 21,034
SU345 30 23,868 13.1 115,019 120.8 344,152
SW123 30 24,113 16.0 140,160 109.9 313,286
SW456 30 23,448 17.3 151,548 100.1 285,155
SW789 30 21,416 12.6 110,376 90.5 258,050
TP123 30 20,630 9.9 86,724 82.6 235,392
TP456 30 17,075 10.8 94,170 58.5 166,818
TP789 30 20,066 15.8 138,671 74.7 212,933
TR123 30 25,964 13.1 114,581 176.3 502,363
TR456 30 11,468 13.4 117,734 30.8 87,641
TR789 30 19,891 12.9 113,004 86.4 246,194
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EXHIBIT D: SUBSTATION TRANSFORMER LOSSES (PAGE 4) 
AUSTIN ENERGY
Evaluation of T&D System Losses 

Estimated Distribution Substation Transformer Losses

SUBSTATION NAME

TRANSFORMER 
BASE RATING 

(MVA)

2018 
COINCIDENT 

PEAK LOAD (kW)

TRANSFORMER 
NO-LOAD LOSSES 

(kW) (1)(7) 

ANNUAL (2) 

NO-LOAD 
ENERGY LOSSES 

(kWh)

TRANSFORMER 
LOAD LOSSES 

(kW) (3) 

ANNUAL (4) LOAD 
ENERGY LOSSES 

(kWh)

VE123 50 0 15.5 135,430 0.0 0
WA123 30 16,702 25.6 224,431 84.3 240,351
WA456 30 7,675 25.5 223,292 17.0 48,452
WA789 30 6,974 16.1 140,773 9.2 26,335
WB123 50 3,233 15.0 131,312 0.8 2,252
WB456 50 3,221 21.0 183,522 0.8 2,309
WC012 30 15,324 11.6 101,966 44.3 126,175
WC789 30 14,429 9.9 86,286 55.7 158,695
WI012 30 14,869 11.5 100,565 39.1 111,440
WI123 40 22,578 13.6 119,136 100.9 287,634
WI456 40 28,787 15.4 135,079 156.4 445,873
WI789 30 17,333 15.4 135,079 54.8 156,073
WL123 30 13,387 21.6 189,216 38.0 108,305
WL456 30 23,343 12.8 111,778 69.7 198,568
WL789 30 18,502 13.1 114,756 75.2 214,244

TOTALS 530 206,359 243.5 2,132,622 746.2 2,126,705

Notes:
(1) From Austin Energy test reports
(2) Annual No-Load Energy Losses is based on calculated demand losses times 8760 hours.
(3) Calculated in Feederall model with 2018 peak load flows
(4) Annual Load Energy Losses is based on transformer load losses, 8760 hours, and a loss factor calculated from the annual load factor
(5) No-Load Loss values were estimated based on the average No-Load Loss of th 30 MVA Transformers
(6) Load Loss values were estimated based on 30 MVA Transformers of simlar loading
(7) Units with no No-Load Losses are de-energized or out of service
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EXHIBIT E: DISTRIBUTION LINE LOSSES 
AUSTIN ENERGY
Evaluation of T&D System Losses 

Estimated Primary Distribution Line Losses

DISTRIBUTION VOLTAGE 
(kV)

LENGTH OF LINE 
(Miles)

DEMAND LOSSES (1) AT 2018 
PEAK (kW)

ANNUAL ENERGY 
LOSSES (kWh)

12.5(2) 5,803.0 35,821.0 102,094,262

TOTALS 5,803.0 35,821.0 102,094,262

Notes:
(1) Peak losses extracted from Feederall model
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EXHIBIT F: DISTRIBUTION TRANSFORMER LOSSES 

AUSTIN ENERGY
Evaluation of T&D System Losses 

Estimated Distribution Transformer Losses

LOCATION
TOTAL NO-LOAD 

LOSSES (kW)
TOTAL LOAD 
LOSSES (kW)

NUMBER OF
XFMRS

TOTAL 
XFMR
kVA

TOTAL ANNUAL 
ENERGY 

NO-LOAD LOSS (kWh)

TOTAL ANNUAL 
ENERGY LOAD 

LOSS (kWh)

Distribution Transformers 17,118 7,763 84,377 7,485,681 149,957,879 22,126,624

TOTALS 17,118 7,763 84,377 7,485,681 149,957,879 22,126,624

Notes:

(4) Calculated Transformer Loading Percentage 36.86%

(1) Losses were estimated for each distribution transformer size based on the manufacturer test reports for similar sized transformers
(2) Transformer loading based on customer sales and total transformer capacity
(3) Results excludes primary metered transformers
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EXHIBIT G: DISTRIBUTION TRANSFORMER SPECIFICATIONS 

Phasing VOLTAGE (kV) Transformer KVA Test Report NLL (KW) Test Report %R
1ph 12.5 1.5 0.008 1.52%
1ph 12.5 3 0.017 1.52%
1ph 12.5 3.5 0.020 1.52%
1ph 12.5 5 0.030 1.52%
1ph 12.5 10 0.045 1.26%
1ph 12.5 15 0.059 1.13%
3ph 12.5 15 0.069 0.78%
1ph 12.5 25 0.086 0.99%
3ph 12.5 25 0.106 0.75%
1ph 12.5 37.5 0.120 0.93%
3ph 12.5 37.5 0.109 0.55%
1ph 12.5 50 0.148 0.86%
3ph 12.5 50 0.156 0.59%
1ph 12.5 75 0.210 0.83%
3ph 12.5 75 0.210 0.52%
1ph 12.5 100 0.261 0.36%
3ph 12.5 100 0.243 0.32%
3ph 12.5 112.5 0.280 0.33%
1ph 12.5 125 0.282 0.30%
3ph 12.5 150 0.345 0.31%
1ph 12.5 150 0.345 0.31%
1ph 12.5 167 0.305 0.19%
3ph 12.5 167 0.303 0.20%
1ph 12.5 175 0.321 0.19%
1ph 12.5 200 0.373 0.20%
3ph 12.5 225 0.428 0.20%
1ph 12.5 225 0.428 0.20%
1ph 12.5 250 0.547 0.14%
3ph 12.5 250 0.501 0.16%
3ph 12.5 300 0.570 0.15%
1ph 12.5 300 0.570 0.15%
3ph 12.5 333 0.572 0.07%
1ph 12.5 333 0.664 0.07%
3ph 12.5 500 0.850 0.07%
1ph 12.5 500 0.850 0.07%
3ph 12.5 750 1.200 0.05%
1ph 12.5 750 1.200 0.05%
3ph 12.5 1000 1.300 0.03%
3ph 12.5 1500 2.100 0.02%
1ph 12.5 1500 2.100 0.02%
3ph 12.5 2000 2.600 0.02%
3ph 12.5 2500 2.500 0.01%
3ph 12.5 5000 5.000 0.01%
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EXHIBIT H: SECONDARY LINE LOSSES 

AUSTIN ENERGY
Evaluation of System Losses

Estimated Service Line Losses

Type
MILES OF 

CONDUCTOR
PERCENT CONDUCTOR PEAK 

LOADING/CAPACITY (1) 
PEAK DEMAND 

LOSS (kW)
ANNUAL ENERGY 

LOSSES (kWh)

Secondary Conductor 5,896 31.9% 16,964 48,350,649
Streetlight Conductor 1,626 1.5% 6.8 9,749

TOTAL 7,522 16,971 48,360,398

Notes
(1) Conductor loading percentage is as follows:

Secondary Conductor = (Annual Energy Sales (kWh)-Streetlight Annual Energy Sales (kWh)) / (Time * Load Factor) / Conductor Capacity (kVA)
Streetlight Conductor = (Streetlight Annual Energy Sales (kWh) / (Time * Load Factor)) / Conductor Capacity (kVA)
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EXHIBIT I: SECURITY AND STREETLIGHT LOSSES 

AUSTIN ENERGY
Evaluation of T&D System Losses 

Estimated Street & Security Light Losses

SECURITY & STREET LIGHT SIZES 

ASSUMED 
USAGE 

(WATTS)

NUMBER OF 
LIGHTS FROM 

GIS
ASSUMED 

DEMAND (kW)

ANNUAL ENERGY 
CONSUMPTION 

(kWh)

30 Watt 33 1 0.0 145
51 Watt 56 17 1.0 4,177
70 Watt 77 64 4.9 21,585
75 Watt 83 8,829 728.4 3,190,359
80 Watt 88 26 2.3 10,021
100 Watt 110 30,194 3,321.3 14,547,469
150 Watt 165 521 86.0 376,527
175 Watt 193 2,197 422.9 1,852,401
250 Watt 275 18,157 4,993.2 21,870,107
400 Watt 440 4,937 2,172.3 9,514,586
1000 Watt 1,100 87 95.7 419,166
1500 Watt 1,650 12 19.8 86,724

TOTALS 65,042 11,847.8 51,893,266
TOTAL BILLED kWh 49,962,729
UNACCOUNTED FOR LIGHT CONSUMPTION 1,930,537

Notes:
(1) Estimated 12 hours of operation per day
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EXHIBIT J: SYSTEM LOSSES PIE CHARTS 
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EXHIBIT J: SYSTEM LOSSES PIE CHARTS (page 2) 
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EXHIBIT J: SYSTEM LOSSES PIE CHARTS (PAGE 3) 
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EXHIBIT J: SYSTEM LOSSES PIE CHARTS (PAGE 4) 
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