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Entergy Accounts Payable 

10,489,733.28 
. PWTQ Entergy Services, lnc. Date of Transfer 811 m m  

Attention A W M  
.Vendor Bank Name Hibernla Purpose ESI Job Order Billngs 
VendWABA1 065600090 . Contract No. and Shared Resources 
VendwAcmmtA 812435160 P.O. Nmbw 
'city end N.O., LA Invoice No, 
OtherktfO~dOn CRESI 14614 1Q,409,?33.20 Invoice Date July-02 

SFI Hlbemia ' 

River Bend Hibgmia 
Waterfonf Hibemia 

Fax to Accounts Pryabk at 601.368.6300 or 601.368.5220, or internally, 8,433.5300 or 8.433.5220. If a fax mrchlna 
. I$ not wailable, contact 8wm Systems Payment Assiitance at the number below. ACH requests must be 
received by 
by f!i" one krrlw8a day before the funcls are to be t r a n s f e ~ ,  Afbrfdng do not mall the Origkul. ' 

Questions? Call Source System Payment Assistance Center at WI .s68.6686 or internally, 8.433.6595 and select 
option 5, the "Electronic Funds Transfer" option. 

. 
two business days before the funds am to be transferred. Wire requests must be rewived 
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SUMMARY OF DIRECT TESTIMONY OF RICHARD N. FERGUSON 

I am employed by Entergy Services, Inc. as Director - Human Resources, 

Utilities, Corporate, and Retail. I am responsible for the HR (Human Resources) 

Field group that assists the following business units: corporate operations; utility 

operations; and the Retail organization. These business units encompass, 

among other companies, Entergy Services, Entergy Gulf States, Inc., and the 

various other Entergy Corporation subsidiaries that incurred Transition to 

Competition costs that are the subject of this docket. 

My testimony establishes that the compensation, benefits, and labor- 

related expenses included in the Transition to Competition costs were 

reasonable and necessary. My testimony demonstrates that the internal 

compensation, benefits, and labor-related expenses for the various Entergy 

Corporation legal entities (for example, Entergy Services) incurred in the 

Transition to Competition activities compared favorably with the same expenses 

incurred by comparable companies. 
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1. WITNESS INTRODUCTION AND QUALIFICATIONS 

PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS 

ADDRESS. 

I am Richard N. Ferguson. I am employed by Entergy Services, Inc. 

(“ESI”) as Director - Human Resources, Utilities, Corporate, and Retail. 

My business address is 639 Loyola Avenue, New Orleans, Louisiana 

701 13. 

FOR WHOM ARE YOU TESTIFYING? 

I am testifying on behalf of Entergy Gulf States, Inc. (“EGSI“ or the 

“Company”). 

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND 

PROFESSIONAL EXPERIENCE. 

I provide a summary of my educational background and professional 

experience in my Exhibit RNF-1. 

WHAT ARE YOUR JOB RESPONSIBILITIES? 

As Director - Human Resources, Utilities, Corporate, and Retail, I am 

responsible for and in charge of the Human Resources (“HR) Field group 

that assists the following business units: corporate operations; utility 

operations, such as EGSI and ESI; and the Retail organization, such as 

Entergy Solutions Ltd., Entergy Solutions Select Ltd., Entergy Solutions 

EGSI TTC Cost Case 3B-434 3286 



Entergy Gulf States, Inc. 
Direct Testimony of Richard N. Ferguson 
2005 Transition to Competition Cost Case 

Page 2 of 33 I 

1 

2 

3 

4 

5 Q. 
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7 A. 
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12 Q. 

13 

14 A 

15 

16 

17 

18 

19 

20 

21 

22 

23 

Essentials Ltd., Entergy Solutions Management Services LLC, and 

Entergy Solutions Supply Ltd. This HR organization assists management 

and employees in implementing and administering all HR programs. 

HOW LONG HAVE YOU BEEN DIRECTOR - HUMAN RESOURCES, 

UTILITIES, CORPORATE, AND RETAIL? 

I have held that position with responsibility for the human resources field 

function supporting the utilities operations and the Retail organization 

since December 28, 1998. In 2001, I also assumed human resources field 

support for the corporate organizations. 

HAVE YOU PREVIOUSLY TESTIFIED BEFORE THE COMMISSION OR 

OTHER REGULATORY AGENCIES? 

Yes. I have presented testimony on compensation and benefit costs for 

EGSI in two previous Commission dockets. In Commission Docket No. 

20150 (EGSI rate case), I submitted direct testimony in EGSl’s initial filing 

and direct testimony in support of the settlement and, in the settlement 

hearing, was a witness on the joint panel supporting affiliate costs. In 

addition, I submitted direct testimony in Commission Docket No. 30123 

(EGSI rate case and tariff filings), but the case never went to hearing. I 

also have testified on behalf of EGSI before the Louisiana Public Service 

Commission. 
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1 II. PURPOSE AND ORGANIZATION OF TESTIMONY 

2 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

3 A. My testimony establishes that the compensation, benefits, and labor- 

4 related costs (paid time off and payroll taxes) included in the Transition to 

5 Competition (“TTC”) costs were reasonable and necessary. Those costs 

6 were incurred during the TTC cost period, which started on June 1, 1999 

7 and ended on June 17,2005. 

8 

9 Q. HOW IS THE REMAINDER OF YOUR TESTIMONY ORGANIZED? 

10 A. As outlined in the table of contents to this testimony, I explain, in Section 

11 111, the relationship between my testimony and the testimony of the other 

12 

13 

EGSI witnesses in this docket. 

In Section IV, I demonstrate that, during the TTC cost period, the 

14 compensation, benefits, and labor-related expenses for the various 

15 Entergy’ legal entities involved in the TTC activities compared favorably 

16 with the compensation, benefits, and labor-related expenses incurred by 

17 comparable companies. I conclude my testimony in Section V. 

18 

19 Q. WHY ARE YOU QUALIFIED TO ADDRESS THESE ISSUES AND TO 

20 PROVIDE THIS TESTIMONY? 

I use the name ”Entergy” to mean, collectively, Entergy Corporation and its direct and 1 

indirect subsidiaries. Each of these subsidiaries is a separate legal entity. 
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My job responsibilities cover the scope of subjects I address in my 

testimony. 

DO YOU SPONSOR ANY EXHIBITS? 

Yes. My exhibits are listed in the table of contents to this testimony. The 

various compensation and benefits benchmarking surveys that I sponsor 

are the types of surveys commonly relied upon by human resources 

departments and administrators to assess the economic and operational 

efficiency of their compensation and benefits programs. 

I l l .  RELATIONSHIP BETWEEN THIS TESTIMONY AND 
THE TESTIMONY OF EGSI'S OTHER WITNESSES 

WHAT IS THE RELATIONSHIP BETWEEN YOUR TESTIMONY AND 

THE TESTIMONY OF EGSI'S OTHER WITNESSES? 

Certain other Company witnesses (William Craddock, Thomas Manasco, 

Phillip May, Andrew Quick, and Karen Radosevich) support the 

reasonableness and necessity of the TTC costs that contain internal labor 

dollars (e.g., internal ESI labor). Those witnesses support the TTC costs 

for those TTC projects, including the quantity of labor (labor dollars) used 

in those projects. In contrast, my testimony demonstrates that the rate of 

cost for those units of internal labor reflects reasonable and necessary 

com pensa tion, benefits, and la bo r- rela ted costs. 
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To put it simply, each time an Entergy employee charged an hour 

of time to a TTC project code, that project was assigned an hour‘s worth of 

the employee’s compensation cost, benefits cost, and labor-related costs. 

My testimony shows that the rates of compensation, benefits, and labor- 

related costs for those hours of time were reasonable and necessary. The 

various EGSI witnesses who sponsor the classes of TTC costs that 

include expenses for internal labor will establish that the time and expense 

expended on those TTC projects were reasonable and necessary to 

perform the various TTC activities required. 

IV. COMPENSATION PROGRAMS AND BENEFIT PLANS 

Enterw’s Approach to Compensation and Benefits 

WHAT IS ENTERGY’S OVERALL APPROACH TO THE 

COMPENSATION PROGRAMS AND BENEFIT PLANS IT PROVIDES 

AND THE COSTS OF THOSE PROGRAMS AND PLANS? 

Entergy must compete with other companies for talent based upon the 

total package of compensation programs and benefit plans it offers. (For 

purposes of my testimony, I use the words programs and plans 

interchangeably.) Consequently, as I will discuss in my testimony, 

Entergy’s total package of compensation and benefits programs structures 

its compensation using base salary, annual incentive pay, and, for some, 

A. 
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long-term incentive pay,* and offers a variety of health, insurance, and 

retirement benefits. In order to attract and retain highly qualified 

employees, Entergy provides a total package of compensation and 

benefits that is equivalent in scope and cost with what other comparable 

companies within the utility and other industries provide for their 

employees. Although individual components within the total package of 

compensation and benefits programs may be above or below the market 

for which Entergy competes for talent, overall, Entergy’s total 

compensation and benefits package is comparable with industry 

averages. 

B. Compensation Programs 

(1 ) Description of Compensation Programs 

Q. DURING THE TTC COST PERIOD, WHAT WAS ENTERGY’S 

APPROACH TO COMPENSATION FOR ITS EMPLOYEES? 

During the TTC cost period, Entergy offered reasonable, competitive pay 

packages. Employee compensation was tied to individual employee 

performance, success in providing and improving customer service, and 

contributions to Entergy’s profitability. Employees were compensated 

through a combination of base pay and variable pay programs (e.g., 

A. 

Although I mention long-term incentive pay because it is part of Entergy’s overall 
compensation programs, there are no costs for long-term incentive pay in the TTC costs that 
EGSI has requested in this docket. Consequently, I will not discuss the Entergy Long-Term 
incentive Plan in my testimony. 

2 

3B-439 3291 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 
12 
13 
14 
15 

16 

17 

18 

19 

20 

21 

22 

23 

Entergy Gulf States, Inc. 
Direct Testimony of Richard N. Ferguson 
2005 Transition to Competition Cost Case 

Page 7 of 33 

Q. 

A. 

Q. 

annual incentive compensation). During the TTC cost period, Entergy’s 

base pay was comparable with base pay in relevant labor markets. The 

variable pay incentive programs provided compensation if employees met 

p re-a p p roved objectives . 

SPECIFICALLY, DURING THE TTC COST PERIOD, WHAT PROGRAMS 

DID ENTERGY USE TO COMPENSATE EMPLOYEES WORKING ON 

THE TTC PROJECTS? 

There were three programs: 

e base pay to all employees; 

e annual incentive programs for (1) executives, (2) management, (3) 
exempt employees, (4) non-bargaining non-exempt employees, 
and (5) bargaining employees; and 

e a stock option plan. 

These compensation programs were applicable throughout the Entergy 

System. Thus, EGSI, ESI, the companies in the Retail organization, and 

all of the other Entergy subsidiaries used the same types of compensation 

programs. 

IN YOUR PREVIOUS ANSWER, YOU USED THE TERMS “EXEMPT 

EMPLOYEES,” “NON-EXEM PT EMPLOYEES,” AND “6ARGAI N ING 

EMPLOYEES.” PLEASE DEFINE THOSE TERMS. 
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1 A. The term exempt employees refers to employees who are paid a salary 

2 and are exempt from the overtime provisions under the federal wage and 

3 hour law. 

4 The term non-exempt employees refers to employees who are 

5 covered under the federal wage and hour law and must be paid overtime 

6 for all hours worked in excess of forty hours during a work week. 

7 Bargaining employees are those whose compensation, benefits, 

8 . and work rules are covered by a collective bargaining agreement. Non- 

9 bargaining employees are those not covered by any collective bargaining 

10 agreement. 

11 

12 Q. RETURNING TO YOUR THREE CATEGORIES OF COMPENSATION 

13 PROGRAMS, PLEASE DESCRIBE EACH OF THOSE PROGRAMS. 

14 A. The following summary describes the categories of programs offered 

15 

16 1. Base Pay 

17 Base pay is the basic, non-variable, salary component of 

during the TTC cost p e r i ~ d . ~  

18 compensation. 

19 

Although I may describe the programs using the present tense, my testimony describes 3 

the offerings and practices during the six-year TTC cost period. 
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9 

10 

11 

12 

13 

14 

15 

16 

17 

2. Annual lncentive Compensation Proarams 

During each year in the TTC cost period, Entergy had five annual 

incentive plans. These plans were based upon the level and type of 

employee responsibility. Therefore, the eligible employee group differed 

from plan to plan. Employees were eligible to participate in only one 

annual incentive plan at any time during the plan year. Each plan 

operated on a calendar year basis. Thus, a plan year was the same as a 

calendar year ! 

The five plans and the eligible employee groups were as follows. 

Executive Annual lncentive Plan. Participation was limited to 

Entergy’s officers (e.g., Entergy’s Chief Executive Officer, and selected 

Entergy Presidents, Executive Vice Presidents, Senior Vice Presidents, 

and Vice Presidents). 

Management lncentive Plan. Participation was limited to selected 

management personnel and key employees. 

Exempt lncentive Plan. Participation was limited to exempt 

employees who were not eligible for participation in another incentive plan. 

In general, for each plan, in order for an eligible employee to qualify for an incentive 
payment, if any, for a particular performance period, he or she must be an active, regular 
employee of Entergy prior to October 1 of the performance period and must remain as such 
through December 31 of the performance period. A pro-rated incentive payment, if any, may be 
available to otherwise eligible employees who retire, die, or become disabled prior to December 
31 of the performance period. 

4 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 
18 

19 Q. 

20 

21 

22 A. 

23 

Teamsharing lncenfive Plan. Participation was limited to full-time 

and part-time, non-exempt, non-bargaining employees who were ineligible 

for participation in another incentive plan. Certain non-exempt, bargaining 

employees also are eligible for participation in this plan where they have 

negotiated it into the agreement. 

Teamsharing P /an for Selected Bargaining Units. Participation was 

limited to full-time or part-time bargaining employees where they have 

negotiated this plan into the agreement. 

Participation requirements for the five incentive plans are described 

in the plan summaries presented in Exhibit RNF-2. This exhibit covers the 

participation requirements for the six-year TTC cost period. 

3. Stock Option Plan 

Certain key employees are eligible to receive stock option awards 

under the Equity Ownership Plan ("EOP"). The EOP requirements for the 

TTC cost period are outlined in Exhibit RNF-3. 

(2) The Compensation Proqrams were Necessary 
and the Costs were Reasonable 

WHEN ANALYZING TOTAL COMPENSATION DURING THE TTC COST 

PERIOD, DID ENTERGY COMPARE ITSELF WITH PARTICULAR 

LABOR MARKETS? 

Yes. During the TTC cost period, Entergy compared itself with both the 

utility industry and general industry in determining total compensation. 
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1 Both comparison groups are used because Entergy recruits from both 

2 utilities and general industry. The comparison also recognizes that 

3 Entergy employees may pursue employment opportunities in either the 

4 utility market or general industry. Thus, Entergy’s compensation levels 

5 must be competitive with both labor markets. 

6 When determining compensation comparison groups within those 

7 markets, Entergy compares itself with companies or operations of similar 

8 size and scope. Entergy benchmarks to the median market value for 

9 compensation plans. 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

Q. DURING THE TTC COST PERIOD, WHAT SOURCES OF 

INFORMATION DID ENTERGY USE TO ANALYZE COMPENSATION? 

During the TTC cost period, Entergy used several nationally recognized 

third party surveys to evaluate compensation levels. These surveys are 

identified on Exhibit RNF-4. 

A. 

For utility specific comparisons, the predominant source was the 

Towers Perrin Energy Services Industry Compensation Database series, 

which includes surveys of executive, managemenVprofessiona1, and non- 

exempt compensation levels, These surveys are provided in Exhibits 

RNF-SA through RNF-5N. 

In addition to the Towers Perrin series, Entergy also used the 

Edison Electric Institute survey until that series was discontinued and 
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then, in its place, used the EAP Data Information Systems survey. These 

surveys are provided in Exhibits RNF-6A through RNF-6F. 

Entergy also used the Watson Wyatt Data Service industry Report 

series to evaluate compensation levels. These surveys are provided in 

Exhibits RNF-7A through RNF-7BB. 

For utility specific comparisons, Entergy also used two volumes 

published by Mercer. These surveys are provided as Exhibits RNF-8A 

and RNF-8J. 

For general industry market comparisons, the Watson Wyatt series 

also provided information on compensation levels. Likewise, the Mercer 

Finance, Accounting, and Legal Compensation Survey provided general 

industry market comparisons for employees working in those professional 

areas. Additionally, in 2004, Entergy used the Mercer Executive 

Compensation Survey. These Mercer surveys are provided as Exhibits 

RNF-8B through RNF-81 and Exhibits RNF-8K and RNF-8L. 

Entergy also used surveys from the following publishers on a one- 

time basis or for a limited purpose: Altman Weil ACCA; American 

Compensation Resources; the American Gas Association; Dietrich 

Associates; Hewitt Associates; Management Compensation Services; and 

the National Business Aviation Association. These surveys are provided 

in Exhibits RNF-SA through RNF-SI. 
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All Industries Utility & Energy 

46.3% 52.5% 

65.0% 73.0% 

1 Q. DURING THE TTC COST PERIOD, WERE ENTERGY’S 

2001 

2002 

2 COMPENSATION PROGRAMS NECESSARY? 

~ ~~ ~~ 

59.0% 66.0% 

65.0% 62 .O% 

3 A. Yes. In order to provide services to EGSl’s customers, it is necessary to 

4 maintain an appropriately compensated workforce. Employees of all 

5 industries, including utilities, provide services to companies for pay, most 

6 often in the form of base pay. During the TTC cost period, Entergy’s 

7 annual incentive plans were representative of similar plans that were used 

8 widely by utilities and all industries as an element of variable 

9 compensation programs. The following Table I demonstrates that, during 

10 the TTC cost period, annual incentive plans were prevalent among utilities 

11 and throughout all industries. 

12 

13 
14 
15 
16 
17 

18 

Table I 

Prevalence of 1999-2004 Annual Bonus Programs 
Percentage of Companies with Annual Incentive Plans Similar to Entergy 

I 2003 I 67.0% 1 70.0% 1 
I 2004 1 70.0% I 78.0% 1 
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