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PURSUANT TO COMMISSION SUBSTANTIVE RULE § 25.130(k)(S)

TO THE HONORABLE PUBLIC UTILITY COMMISSION OF TEXAS:

COMES NOW Oncor Electric Delivery Company LLC (“Oncor”) and files this its
Annual Report as required by the Public Utility Commission of Texas (the “Commission”) in its
Substantive Rule § 25.130(k)(5) and respectfully shows the following:

I. Background

Commission Substantive Rule § 25.130(k)(5) requires an electric utility with an approved
Advanced Metering System (“AMS”) deployment plan to file annual reports with the
Commission updating the cost information used in setting the AMS surcharge. That rule further
provides the following: “The annual reports shall include the actual costs spent to date in the
deployment of AMS and the actual net operating cost savings from AMS deployment and how
those numbers compare to the projections used to set the surcharge.” Oncor’s AMS Deployment
Plan was approved by the Commission on August 29, 2008, and the AMS surcharge became
effective on the first day of Oncor’s January 2009 revenue month (December 29, 2008).!
Through December 31, 2009, Oncor had incurred costs related to AMS of approximately $190
million, but had only recovered AMS surcharge revenues of $85 million. This was anticipated in
the AMS Surcharge Model because the AMS surcharge is a levelized form of recovery, and this

situation will be resolved in later years.

! Oncor Electric Delivery Company LLC'’s Request for Approval of AMS Deployment Plan and Request for
AMS Surcharge, Docket No. 35718, August 28, 2009 Order, Finding of Fact No. 32.
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II. Material Provided
As required by Substantive Rule § 25.130(k)(5), Attachment A to this Report provides

the actual costs that Oncor has spent in its deployment of AMS as of December 31, 2009, the

actual net operating cost savings that have been achieved so far in Oncor’s AMS deployment,

and a comparison of those actual costs to the projections included in the AMS Surcharge Model

that served as the basis for the AMS surcharge approved by the Commission in Docket No.
35718. Attachment A to this Report is organized as follows:

Page 1 of Attachment A presents and compares Oncor’s 2009 AMS revenue requirement
(based on actual recorded costs) to those estimates included in the AMS Surcharge Model
for the year 2009. Comparisons are provided for each classification of costs and savings,
including operations and maintenance expenses, meter reading savings, depreciation,
allowed return, and taxes. For each line item, page 1 also contains a reference to an
attached exhibit that provides further explanation of the difference(s) between the
amounts included in the AMS Surcharge Model and the actual incurred costs.
Page 2 of Attachment A compares Oncor’s investment in AMS facilities and equipment
(rate base) at December 31, 2009 to the estimates for 2009 AMS rate base-related costs
that are reflected in the AMS Surcharge Model for purposes of calculating Oncor’s
allowable return. Included in this comparison is Oncor’s investment in AMS meters,
communication networks, information technology systems and hardware, regulatory
assets and liabilities, and other rate base-related items. Line items on page 2 also contain
a reference to an attached exhibit that provides further explanation of the difference(s)
between the amounts included in the AMS Surcharge Model and the actual incurred
costs.
Pages 3 through 37 of Attachment A are the exhibits referred to on pages 1 and 2 of
Attachment A. Each of these exhibits identifies whether the subject costs were included
in the AMS Surcharge Model, and if they were, where in that Model the costs were
included. Each exhibit also describes the costs and explains the difference(s) between the
amounts that are contained in the AMS Surcharge Model and the actual incurred costs.
II1. Variance Explanations

As reflected in Attachment A, the variances between the projected costs included in

Oncor’s AMS Surcharge Model and Oncor’s actual costs are the result of a variety of factors.




Some of the variances between the cost estimates included in the AMS Surcharge Model and
Oncor’s actual costs are caused simply because of timing assumptions in the AMS Surcharge
Model. For example, the AMS Surcharge Model, which is an annual model, assumed an annual
interest rate applied to year-end rate base, and Oncor actually applies an interest rate to month-
end rate base. The actual interest expense was lower than assumed in the AMS Surcharge Model
due to a lower rate base throughout the year. See Attachment A, p. 1, line 16 and Exhibit 1-N.
Similarly, the AMS Surcharge Model assumed an annual return on equity (“ROE”) rate applied
to year-end rate base, and Oncor actually applies an ROE rate to month-end rate base. The
actual ROE amount was lower than assumed in the AMS Surcharge Model due to a lower rate
base throughout the year. See Attachment A, p. 1, line 17 and Exhibit 1-O. Another example of
a variance caused by timing is the variance between the expenditures assumed for Total
Communication Networks expenditures in the AMS Surcharge Model for 2009 and actual
expenditures for 2009. Because of the unavailability of the PLC meter devices in 2009, Oncor
suspended installation of the PLC Communication Network, but the AMS Surcharge Model
assumed that significantly more of the PLC Communication Network would be installed in 2009.
See Attachment A, p. 2, line 8 and Exhibit 2-B.

When developing the cost estimates to be included the AMS Surcharge Model for
information technology (“IT”) systems needed for the deployment of AMS, Oncor used the best
available information to develop high level, preliminary estimates for the level of effort required
to develop, integrate, and implement the needed IT Systems. When Oncor developed those cost
estimates in 2008, the identification of required AMS functionalities in Project No. 34610 was
not complete. In addition, because Oncor developed a preliminary design of the IT systems at
the time the estimates for the AMS Surcharge Model were prepared and not a detailed design, it
was not able to identify all needed requirements, or the full costs of implementing those
requirements. Since the preparation of those initial cost estimates, the industry standards and
best practices associated with the IT systems supporting advanced metering systems have also
significantly evolved, making the systems more complex and expensive than originally
anticipated. Software costs were also higher than originally estimated because certain new or
updated systems became necessary as the full IT requirements became known. See Attachment
A, p. 2, line 17 and Exhibit 2-C.



As can be seen in this Report, there are instances in which the actual costs are lower than
anticipated in the AMS Surcharge Model, and those instances could fully or partially offset those
instances in which the actual costs are higher than anticipated in the AMS Surcharge Model.
During the reconciliation proceedings required by Substantive Rule §25.130(k)(6), the
Commission will review all costs recovered through the AMS surcharge to determine whether
those costs were reasonable and necessary. As noted above, pages 3 through 37 of Attachment A
provide more detailed explanations of the variances shown on pages 1 and 2 of Attachment A.

IV. Notice

Oncor is not seeking to update its AMS surcharge in this proceeding, and as a result,
under Substantive Rule § 25.130(k)(5), the filing of this report is not a ratemaking proceeding.
As such, Oncor is filing this Annual Report in Project No. 36157, the project in which it submits
its Monthly Compliance Reports. Oncor also intends to post this report on its Smart Texas
website.

V. Conclusion

A surcharge such as the one the Commission approved for Oncor’s AMS Deployment
Plan is a unique form of cost recovery provided by the Texas Legislature and implemented by
the Commission to encourage the deployment of advanced meters in Texas. While Oncor’s
deployment of advanced meters is planned to be complete in 2012, the related surcharge is
currently scheduled to be in place until December 2019. As a result of a relatively short
deployment period but a longer cost recovery period, cost recovery in any year does not
correspond directly to the costs incurred by the Company during that year.

Finding of Fact No. 49 in the Commission’s Order in Docket No. 35718 required Oncor
to “establish a reasonable regulatory asset or liability account in which the difference between
the AMS surcharges billed and the net revenue requirements, based on actual expenses (net of
the reductions specified in the preceding findings of fact 28 and 31) and net investment in AMS,
are recorded.” As reflected on p. 2 of Attachment A, line 39, Oncor has complied with that
directive and captured the differences between the levelized surcharge revenues and the actual
AMS costs for 2009. This regulatory asset or regulatory liability represents “deferred costs” or
“deferred revenues.” At the end of the AMS Surcharge period, any balances remaining in either
a regulatory asset or regulatory liability account would represent costs to be either collected from

or returned to customers.



As required by Finding of Fact No. 73 in the Commission’s Order in Docket No. 35718,
Oncor will file a reconciliation proceeding in 2011 pursuant to Substantive Rule § 25.130(k)(6).

Respectfully submitted,

Vinson & Elkins LLP

QMW

Ann Biggs
tate Bar No. 02312400

Trammel Crow Center

2001 Ross Avenue, Suite 3700
Dallas, Texas 75201-2975
(214) 220-7700 Office

(214) 220-7716 Fax
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Oncor Electric Delivery Company LLC

Attachment A

. . P
Annual Report of AMS Costs and Savings Detail age 1 of 37
Cumulative as of 12/31/2009
$ Millions
Year-End Year-End Actuals
Line 2009 2009 Over(Under)
Number Costs/Savings Description (Original Estimate) (Actual) Original Estimate__ Exhibit

1 Low Income In-Home Monitor Program 2.50 0.15 (2.35) Exhibit 1-A
2  Back Office (excludes IT) 1.52 0.31 (1.21) Exhibit 1-B
3 Field Operations 1.47 0.13 (1.34) Exhibit 1-C
4  Web Portal 1.10 1.26 0.16 Exhibit 1-D
5 IT 9.01 9.35 0.34 Exhibit 1-E
6 Regulatory Asset Amortization 0.51 0.34 (0.18) Exhibit 1-F
7  Legal & Consulting 0.00 0.70 0.70 Exhibit 1-G
8  Expedited Switches 0.00 0.70 0.70 Exhibit 1-H
9  Meter Reading Savings (0.84) (0.60) 0.24 Exhibit 1-1
10  Pension and OPEB Savings 0.00 0.00 0.00 Exhibit 1-J
11 Total O&M Costs Net of Savings 15.26 12.32 (2.94)
12 Meter Depreciation 8.31 6.30 (2.01) Exhibit 1-K
13  Communication Networks Depreciation 2.19 1.56 (0.64) Exhibit 1-L
14  IT Systems Depreciation and Amortization 5.17 3.08 (2.09) Exhibit 1-M
15  Total Depreciation 15.68 10.94 (4.74)
16  Interest Expense 717 1.81 (5.36) Exhibit 1-N
17 Return on Equity 7.20 1.81 (5.39) Exhibit 1-O
18  Total Return 14.37 3.61 (10.75)
19  Ad Valorem Tax - AMS 0.53 0.21 (0.32) Exhibit 1-P
20 Ad Valorem Tax Offset - Old Meters 0.00 (0.03) (0.03) Exhibit 1-Q
21  Texas Gross Margin Tax 0.35 0.20 (0.15) Exhibit 1-R
22  Federal Income Taxes 3.88 1.04 (2.84) Exhibit 1-S
23 Total Taxes 4.76 1.42 (3.34)
24  Total 2009 Revenue Requirement 50.06 28.29 (21.77)




Oncor Electric Delivery Company LLC

Attachment A

Page 2 of 37
Annual Report of AMS Rate Base Detail g
Cumulative as of 12/31/2009
$ Millions
* Year-End * Year-End Actuals
Line 2009 2009 Over(Under)
Number Rate Base Description (Original Estimate) (Actual) Original Estimate Exhibit
1 Meters
Meters (Including Stock Shop Meters, Revenue Security
2 Material, Failure Reserve) 82.68 82.86 0.18
3 Meter Installation and Meter Handling 28.60 19.18 (9.42)
4 Project Management 0.00 0.40 0.40
5 Total Meters Expenditures 111.28 102.44 (8.84) Exhibit 2-A
6 Communication Networks
7 RF Network 14.99 6.63 (8.36)
8 PLC Network 7.44 3.10 (4.33)
9  Capital Network Maintenance 1.71 0.00 (1.71)
10 Project Management 0.85 0.00 (0.85)
11 Loadings 4.68 1.83 (2.85)
12 Total Communication Networks Expenditures 29.66 11.56 (18.10) Exhibit 2-B
13 IT Systems
14 Hardware 10.83 2.00 (8.82)
15  Software Services and System Integration 42.06 62.94 20.88
16  Software Licenses 3.25 7.78 4.53
17  Total IT Systems Expenditures 56.13 72.72 16.59 Exhibit 2-C
18  Web Portal Expenditures 5.41 7.99 2.58 Exhibit 2-D
19 Mobile Experience Center Expenditures 1.05 1.24 0.19 Exhibit 2-E
20  Total Capital Expenditures 203.53 195.95 (7.59)
21 Construction Work in Progress 0.00 34.06 34.06 Exhibit 2-F
22  Gross Plant 203.53 161.89 (41.65)
23 Accumulated Depreciation (15.32) (10.51) 4.81 Exhibit 2-G
24  Net Plant in Service 188.22 151.38 (36.84)
25  Inventory 0.00 1.68 1.68 Exhibit 2-H
26 Prepayments 0.00 0.62 0.62 Exhibit 2-1
27  Regulatory Assets
28  Severance - Meter Readers/Installers 0.18 0.00 (0.18) Exhibit 2-J
29  Customer Education 3.53 473 1.21 Exhibit 2-K
30  Solutions Cube Group LLC 0.08 0.11 0.04 Exhibit 2-L.
31 Docket No. 35718 Costs - Deferred Assets 1.80 0.72 (1.08) Exhibit 2-L
32  Project 34610 - travel related expenses 0.07 0.04 (0.03) Exhibit 2-L
33  Total Regulatory Assets 5.65 5.61 (0.04)
34 Regulatory Asset Amortization (0.51) (0.34) 0.18 Exhibit 2-M
35  Net Regulatory Assets 6.13 5.27 0.14
36 Net Removal Cost Amortization (0.36) (0.30) 0.06 Exhibit 2-N
37 Accumulated Deferred Taxes (23.58) (48.84) (25.25) Exhibit 2-O
38 Ending Rate Base 169.41 109.81 (59.59)
39  Regulatory Asset / (Liability) NA (37.02) NA Exhibit 2-P
40 Total Rate Base with Regulatory Asset / (Liability) NA 72.79 NA

* Amounts represent cumulative AMS capital
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