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Entergy Texas, Inc. ("ETI" or "the Company") files its Revised Testimony and

Supplemental Workpapers and respectfully shows as follows:

1. Revised Testimony and Rates

ETI has attached the following revised testimony to reflect discussions with Staff

and Company responses to discovery requests from Staff:

• Redlined revisions to the Direct Testimony of John K. Carson explain the
Company's revised cost allocations and why the Company's
administrative costs have increased between 2008 and 2012. Two new
exhibits support the revised allocations: JKC-7A and JKC-7B. Also
attached is a revised cost effectiveness evaluation, previously included in
Exhibit JKC-8, of the Company's 2012 programs that reflects actual
Estimated Useful Lives of the various measures under the programs at
issue. A corrected Exhibit JKC-5 is attached to reflect the final version of
Staff's proposed allocation of statewide EM&V costs by utility.

• Redlined Revisions to the Direct Testimony of Margaret L. McCloskey
reflect the new allocations of program costs and EM&V costs described by
Mr. Carson and clarify that the Company is excluding the industrial
transmission-level customers from the LIPS rate class. Exhibits MLM-2
and MLM-3 are revised to reflect these changes.

Native versions of the revised exhibits are provided on the attached CD. None of these

revisions affect the total amount of costs the Company is requesting (but see Section III

below). Based on the allocation revisions included in the attached revised testimony,

the Company's proposed rates are as follows:
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Rate Class

Residential Service
Small General Service
General Service
Large General Service
Large Industrial Power Service

Industrial Transmission Customers Only
Other Than Industrial Transmission Customers

Lighting

II. Supplemental Workpapers

EECRF

$0.001162 per kWh
($0.000616) per kWh
$0.000541 per kWh
$0.000851 per kWh

$0.000000 per kWh
$0.001143 per kWh
$0.000001 per kWh

The Company is also providing the following Supplemental Workpapers of

John K. Carson on the attached CD:

• JKC.WP-R-1: Engagement Letter between ETI and Duggins Wren Mann &
Romero, LLP in support of the Company's requested costs for last year's
EECRF proceeding. Invoices supporting the requested costs were
provided in the workpapers on the CD filed with the Application on May 1,
2013.

• JKC.WP-R-2a-c: Memorandum and spreadsheets from the statewide
EM&V Evaluation Team in support of the Company's revised allocation of
EM&V costs.

• JKC.WP-R-3a-d: Baseline studies of the Company's EECRF programs
from previous years and national program requirements for Energy Star
homes.

III. Supplemental Information

ETI was requested by Staff to identify any financially based incentive

compensation costs included in the costs requested in this proceeding. ETI has

reviewed the requested costs and identified $5,794 of financially based incentive

compensation costs in the requested 2012 program costs. The Company is agreeable

to removing these costs from the requested 2012 program costs of $8,067,277.
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Entergy Texas, Inc. Page 1 of 25
Direct Testimony of John K. Carson
2013 EECRF Application

1 I. WITNESS INTRODUCTION AND QUALIFICATIONS

2 Q. PLEASE STATE YOUR NAME, OCCUPATION, AND BUSINESS

3 ADDRESS.

4 A. My name is John K. Carson. I am employed by Entergy Texas, Inc. ("ETI"

5 or "the Company") as a Lead Account Service Manager. I manage

6 several energy efficiency programs as well as assist with budgeting

7 requirements and energy efficiency program forecasting. My business

8 address is 9425 Pinecroft, The Woodlands, TX, 77380.

9

10 Q. FOR WHOM ARE YOU TESTIFYING?

11 A. I am testifying on behalf of ETI.

12

13 Q. PLEASE BRIEFLY DESCRIBE YOUR EDUCATIONAL BACKGROUND

14 AND PROFESSIONAL EXPERIENCE.

15 A. I worked for Gulf States Utilities, Inc., Entergy Gulf States, Inc., and then

16 ETI for over 28 years in Customer Relations, Marketing or in managing

17 ETI's energy efficiency programs. I have a Bachelor's Degree in

18 Accounting from Southwest Texas State University, a Master of Business

19 Administration from LeTourneau University, and a Master of Science in

20 Military History - Civil War from American Military University. In addition, I

21 have passed the Home Energy Rating System test from Southface Energy

22 Institute.
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Entergy Texas, Inc. Page 2 of 25
Direct Testimony of John K. Carson
2013 EECRF Application

1 Q. PLEASE DESCRIBE YOUR CURRENT JOB RESPONSIBILITIES AS

2 THEY CONCERN ENERGY EFFICIENCY PROGRAMS.

3 A. I am responsible for developing and implementing ETI's energy efficiency

4 programs in Texas. As part of my job description, I work closely with the

5 various vendors and participants in ETI's energy efficiency programs. I

6 worked on the rulemaking that resulted in the Public Utility Commission of

7 Texas ("Commission") initial adoption of P.U.C. SUBST. R. 25.181 as well

8 as the adoption of the revisions to the rule that became effective in

9 January 2013. I am a member, and currently Chairman, of the Electric

10 Utility Marketing Managers of Texas ("EUMMOT"), which is an association

11 of electric utilities working to achieve the goal for energy efficiency

12 established under Section 39.905 of the Public Utility Regulatory Act

13 ("PURA"). EUMMOT members include Oncor Electric Delivery Company

14 LLC, CenterPoint Energy Houston Electric, LLC, the American Electric

15 Power Companies, Texas-New Mexico Power Company, Xcel Energy, El

16 Paso Electric Company, Sharyland Electric Company, and ETI.

17 I currently manage several of ETI's energy efficiency programs,

18 including the Entergy Solutions Premium Homes Market Transformation

19 Program ("MTP"), the SCORE and CitySmart MTPs, and the Commercial

20 Solutions MTP. In addition, I am charged with establishing ETI's energy

21 efficiency savings goals and the budget requirements necessary to

22 achieve those goals.
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Entergy Texas, Inc.
Direct Testimony of John K. Carson
2013 EECRF Application

Page 3 of 25

1 II. PURPOSE OF TESTIMONY

2 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

3 PROCEEDING?

4 A. The purpose of my testimony is to support the Company's request to

5 redetermine its Energy Efficiency Cost Recovery Factor ("EECRF") tariff

6 ("Rider EECRF"). In particular, I present the Company's Energy Efficiency

7 Plan and Report as Exhibit JKC-1 and provide testimony in support of the

8 actual and projected costs that form the basis of the requested adjustment

9 in EECRF rates.

10 Exhibit JKC-1 describes the Company's 2012 energy efficiency

11 programs and the results of those programs. Exhibit JKC-1 also

12 discusses the Company's 2013 program portfolio, projections for 2014,

13 and the circumstances and market conditions that support the

14 reasonableness of the Company's programs and projections. Exhibit

15 JKC-1 includes a projection of the annual growth in demand, an estimate

16 of the energy and peak demand reduction savings to be obtained through

17 each of the Company's energy efficiency programs, a description of the

18 customer classes targeted by the energy efficiency programs, and the

19 proposed annual budget required to implement the programs for each

20 eligible class of customer.
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Entergy Texas, Inc. Page 4 of 25
Direct Testimony of John K. Carson
2013 EECRF Application

1 III. ENERGY EFFICIENCY DEFINED

2 Q. HOW IS ENERGY EFFICIENCY DEFINED?

3 A. The term "energy efficiency," as defined by the Commission in P.U.C.

4 SUBST. R. 25.181(c)(12), is as follows:

5 Improvements in the use of electricity that are achieved

6 through facility or equipment improvements, devices, or

7 processes that produce reductions in demand or energy

8 consumption with the same or higher level of end-use

9 service and that do not materially degrade existing levels of

10 comfort, convenience, or productivity.

11 Energy efficiency measures also reduce the need for additional generation

12 in Texas.

13

14 Q. HOW IS ENERGY EFFICIENCY MEASURED?

15 A. P.U.C. SuBST. R. 25.181 states that energy efficiency is to be measured

16 by the energy savings and peak demand reduction. Energy savings is

17 defined in P.U.C. SuBST. R. 25.181(c)(18) as "[a] quantifiable reduction in

18 a customer's consumption of energy that is attributable to energy

19 efficiency measures." Peak demand reduction is defined in P.U.C. SUBST.

20 R. 25.181(c)(45) as "[r]eduction in demand on the utility system throughout

21 the utility system's peak period."

22 Pursuant to P.U.C. SUBST. R. 25.181(e), the Commission's "energy

23 efficiency goal" is a percentage reduction of the average annual growth in
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Entergy Texas, Inc.
Direct Testimony of John K. Carson
2013 EECRF Application

Page 5 of 25

1 demand of an electric utility's residential and commercial customers,

2 based on the energy savings achieved from the utility's energy efficiency

3 programs. Under the rule, the energy efficiency goal in 2012 is a 25%

4 reduction of annual growth in demand, and in 2013 it is a 30% reduction of

5 annual growth in demand.

6 ETI was also subject to the 2012 demand and energy savings goals

7 prescribed by the parties' Stipulation and Settlement Agreement in Docket

8 No. 39366, Application of Entergy Texas Inc. for Authority to Redetermine

9 Rates for the Energy Efficiency Cost Recovery Factor Tariff. Further, in

10 accordance with the " ratchet" requirements of P.U.C. SUBST. R.

11 25.181(e)(1)(E), ETI's 2013 demand goal cannot be lower than its 2012

12 goal, and ETI's 2014 demand goal cannot be lower than its 2013 goal.

13

14 Q. WHAT TYPES OF ENERGY EFFICIENCY MEASURES ARE ALLOWED

15 IN A UTILITY'S ENERGY EFFICIENCY PROGRAM, AND WHAT IS THE

16 ESTIMATED USEFUL LIFE OF EACH MEASURE?

17 A. The term "energy efficiency measures' is defined in P.U.C. SUBST.

18 R. 25.181(c)(14) as "[e]quipment, materials, and practices, including

19 practices that result in behavioral or operational changes, implemented at

20 a customer's site on the customer's side of the meter that result in a

21 reduction at the customer level and/or on the utility's system in electric

22 energy consumption, measured in kWh, or peak demand, measured in

23 kW, or both." The rule further explains that "[t]hese measures may include

10
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1 thermal energy storage and removal of an inefficient appliance so long as

2 the customer need satisfied by the appliance is still met."

3 The types of measures allowed in a utility's energy efficiency

4 programs are listed in Exhibit JKC-2. The Estimated Useful Life ("EUL") is

5 defined in P.U.C. SUBST. R. 25.181(c)(19) as the "number of years until

6 50% of the installed measures are still operable and providing savings."

7 The EUL determines the period of time over which the benefits of the

8 energy efficiency measure are expected to accrue.

9

10 IV. 2012 PROGRAM YEAR ENERGY EFFICIENCY PROGRAMS

11 Q. WHAT ENERGY EFFICIENCY PROGRAMS DID ETI OFFER DURING

12 THE 2012 PROGRAM YEAR?

13 A. ETI implements an array of energy efficiency programs each year that

14 reasonably meets the market conditions, maturity of programs, and

15 regulatory requirements. In 2012, ETI offered seven standard offer

16 programs ("SOP") and MTPs. These programs included the Residential

17 SOP, Hard-to-Reach SOP, Load Management SOP, Entergy Solutions

18 Premium Homes MTP, Commercial Solution MTP, and the SCORE/City

19 Smart MTP.
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Entergy Texas, Inc. Page 7 of 25
Direct Testimony of John K. Carson
2013 EECRF Application

1 Q. HOW DID THE ENERGY EFFICIENCY PROGRAMS THAT THE

2 COMPANY IMPLEMENTED IN 2012 ALLOW THE COMPANY TO MEET

3 ITS ENERGY EFFICIENCY GOALS?

4 A. The energy efficiency programs are diverse so that all eligible customers

5 have an opportunity to participate. Exhibit JKC-1 provides information on

6 ETI's energy efficiency programs for 2012, including a list of all programs,

7 energy and demand savings for each program, and administrative costs

8 associated with the energy efficiency programs. It also describes the

9 benefits of each program.

10

11 Q. DURING THE 2012 PROGRAM YEAR, WHAT REDUCTIONS IN PEAK

12 DEMAND AND ENERGY DID ETI ACHIEVE THROUGH ITS ENERGY

13 EFFICIENCY PROGRAMS?

14 A. ETI achieved a demand reduction of 17.5 MW and energy savings of

15 33,696 MWH during program year 2012. Table 8 of Exhibit JKC-1

16 provides a breakdown of the projected and reported peak demand

17 reduction and energy savings in 2012 for each program.

18

19 Q. WHAT WERE ETI'S DEMAND REDUCTION AND ENERGY SAVINGS

20 GOALS FOR PROGRAM YEAR 2012?

21 A. ETI's demand reduction goal for the 2012 program year was 15.5 MW and

22 its energy savings goal was 27,156 MWH, as shown in Table 8 of Exhibit

23 JKC-1.
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Direct Testimony of John K. Carson
2013 EECRF Application

Page 8 of 25

1 Q. WHAT WAS ETI'S BUDGET FORECAST TO ACHIEVE ITS ENERGY

2 EFFICIENCY GOAL FOR THE 2012 PROGRAM YEAR?

3 A. ETI forecasted that it would need to spend $7.977 million in energy

4 efficiency program costs to reach its demand goal, as shown in Table 10,

5 Exhibit JKC-1.

6

7 Q. WHAT WERE ETI'S COSTS TO REACH ITS ENERGY EFFICIENCY

8 GOAL IN PROGRAM YEAR 2012?

9 A. ETI's program costs for 2012 total $8.067 million.

10

11 Q. WHY WERE ETI'S ACTUAL COSTS MORE THAN ITS FORECASTED

12 COSTS FOR 2012?

13 A. There are a couple of buckets of costs that are now included in program

14 costs that were not included in the forecast. But for those costs, the

15 Company's costs would have been less than the forecasted amount for

16 2012.

17 First, Commission Rule 25.181 was revised effective January 1,

18 2013, and the rule allows recovery of the utility and municipal costs of the

19 previous year's EECRF proceeding. Those costs ($22,481) were not

20 included in last year's forecasted costs.

21 Second, in ETI's most recent base rate case, Docket No. 39896,

22 the PUCT rejected 50% of the affiliate costs billed to ETI under Project

23 Code F3PPE9981S, explaining that these costs should be included in

13
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1 ETI's EECRF. The final order in the rate case was issued in November

2 2012, so when the budget for the EECRF costs were initially calculated,

3 ETI had not incorporated these costs in its budget. Fifty percent of the

4 Project Code F3PPE9981S costs billed to ETI in 2012 total $108,467.

5 Company witness Lana B. Lovick provides testimony regarding ETI's

6 costs under Project Code F3PPE9981S.

7

8 Q. HOW MANY PROJECT SPONSORS AND PROGRAM IMPLEMENTERS

9 WERE IN ETI'S ENERGY EFFICIENCY PROGRAMS IN 2012 AND WHO

10 WERE THE ONES THAT RECEIVED 5% OR MORE OF THE PROGRAM

11 INCENTIVES?

12 A. The various Project Sponsors and Program Implementers are listed in the

13 public version of Exhibit JKC-3. The companies receiving 5% or more of

14 program incentives and specific cost data information is presented in the

15 confidential version of Exhibit JKC-3.

16

17 V. EECRF FOR 2014

18 Q. DOES ETI CURRENTLY HAVE AN EECRF IN PLACE?

19 A. Yes. ETI's current EECRF was approved on August 28, 2012 in Docket

20 No. 403601 to recover approximately $7.918 million. ETI began collecting

1 Application of Entergy Texas, Inc. for Authority to Redetermine Rates for the Energy
Efficiency Cost Recovery Factor Tariff, Docket No. 40360, Final Order (Aug.28, 2012).
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Direct Testimony of John K. Carson
2013 EECRF Application

Page 10 of 25

1 revenues under the current tariff with the first billing cycle of the January

2 2013 billing month.

3

4 Q. IS ETI ASKING FOR AN ADJUSTMENT TO ITS CURRENT EECRF?

5 A. Yes. ETI is asking that the EECRF recover $10.245 million for the 2014

6 program year as compared to approximately $7.918 million approved for

7 the 2013 program year. The calculation for the new EECRF is shown in

8 Exhibit JKC-4.

9

10 Q. WHY IS THE REQUESTED AMOUNT TO BE RECOVERED THROUGH

11 THE 2014 EECRF APPROXIMATELY $2.3 MILLION MORE THAN THE

12 AMOUNT TO BE RECOVERED THROUGH THE 2013 EECRF?

13 A. The increase is primarily driven by the change to an under-recovery of

14 $311,313 from an over-recovery of approximately $1.4 million in the true-

15 up adjustment, which is a change of approximately $1.7 million.

16 The requested amount for the 2014 EECRF also includes

17 approximately $437 thousand in forecasted costs due to the EM&V costs

18 and Project Code F3PPE9981S costs not previously recovered through

19 the Company's EECRF. The EM&V costs ($328,734) are being requested

20 pursuant to recent revisions in the energy efficiency rule and the amount

21 allocated for recovery by ETI was established by Commission Staff in the

22 spreadsheet I provide as my Exhibit JKC-5. As discussed above, the

23 Project Code F3PPE9981S costs ($108,000) are being requested in this

15
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1 proceeding as directed by the Commission in the Company's last rate

2 case.

3 Finally, the Company's request for the 2014 EECRF reflects an

4 increase of approximately $202 thousand in the performance bonus

5 calculated pursuant to the Commission rule.

6

7 Q. PLEASE DETAIL THE LEVEL OF COSTS ASSOCIATED WITH ENERGY

8 EFFICIENCY THAT THE COMPANY IS SEEKING TO RECOVER

9 UNDER ITS REDETERMINED EECRF.

10 A. ETI seeks recovery of approximately $10.245 million in energy efficiency

11 costs through its 2014 EECRF. This amount is comprised of three parts:

12 (1) the Company's forecasted 2014 energy efficiency program budget;

13 (2) a performance bonus associated with the results of ETI's 2012 energy

14 efficiency programs; and (3) an under-recovery of the Company's 2012

15 costs.

16 First, Table 6 of Exhibit JKC-1 shows the projected costs the

17 Company will incur to achieve the savings goals required for 2014. The

18 forecast is for $8.414 million in 2014. This total is comprised of

19 $7,296,900 million for incentive costs, $788,000 for administrative costs,

20 and $328,734 for EM&V costs.

21 Second, P.U.C. SUBST. R. 25.181 allows ETI to collect a

22 performance bonus for efficiently and effectively managing its energy

23 efficiency programs during 2012. The requirements for collecting a
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Page 12 of 25

1 performance bonus are set forth in P.U.C. SUBST. R. 25.181(h). This

2 bonus is calculated to be $1,520,215, as presented in Table 11 of Exhibit

3 JKC-1.

4 Third, the Company's costs recoverable through the 2012 EECRF

5 (including the 2012 program costs and the 2010 performance bonus and

6 true-up amounts) were $8,708,061. ETI's revenues totaled $8,396,748.

7 Exhibit JKC-6 shows the Company's monthly revenues recorded under

8 the 2012 EECRF rates. The difference in actual EECRF revenues and

9 actual costs resulted in an under-recovery of $311,313.

10

11 Q. DO THE COMMISSION'S RULES LIMIT THE EXPENDITURES A

12 UTILITY MAY RECOVER FOR ENERGY EFFICIENCY PROGRAMS?

13 A. Yes. Commission Rule 25.181(f)(7) includes the applicable cost caps.

14 The rule also provides that, for 2014, the cost caps can be adjusted

15 according to the most recent Consumer Price Index (CPI).

16

17 Q. IS THE COMPANY'S 2014 REQUESTED EECRF DESIGNED TO

18 ACHIEVE THE REQUIRED ENERGY EFFICIENCY GOAL AND COMPLY

19 WITH THE COST CAPS FOR 2014?

20 A. Yes. Under the Company's request, ETI projects that it can achieve the

21 required energy efficiency goal in 2014 and comply with the prescribed

22 cost caps under the Commission rule.

17
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1 The cost caps, under P.U.C. SUBST. R. 25.181(f)(7)(E), can be

2 "calculated to be the prior period's cost caps increased by a rate equal to

3 the most recently available calendar year's percentage change in the

4 South urban consumer price index (CPI), as determined by the Federal

5 Bureau of Labor Statistics." The current CPI is 2.12%, as indicated by

6 Exhibit JKC-7, which will increase the cost cap for Residential customers

7 from $0.0012 per kWh to $0.001225 per kWh; it will increase the

8 commercial cost cap from $0.00075 per kWh to $0.000766. The

9 Company's proposed rates are consistent with the cost cap requirements.

10

11 Q. DOES THE COMPANY'S CALCULATION OF ITS 2012 ACTUAL COSTS

12 INCLUDE COSTS FOR AN EECRF PROCEEDING CONDUCTED

13 PURSUANT TO COMMISSION RULE 25.181(F)?

14 A. Yes. The Company's calculation of its 2012 costs include costs for last

15 year's EECRF proceeding, Docket No. 40360.

16

17 Q. WHAT COSTS FOR LAST YEAR'S EECRF PROCEEDING ARE

18 INCLUDED IN THE COMPANY'S REQUEST?

19 A. ETI's external legal costs for last year's EECRF proceeding were

20 $20,272.50. The Cities' legal costs for last year's proceeding were

21 $2,207.50. These are the costs the Company is seeking in its request in

22 this docket. The costs are reasonable in light of the Company's

23 experience with proceeding costs in past EECRF proceeding as well as

18
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the Company's recent rate case (Docket No. 39896) and rate case

expense proceeding (Docket No. 40295).

HOW ARE THE EECRF RATES CALCULATED?

Ms. Margaret L. McCloskey addresses in her Direct Testimony the

calculation of rates included in the Company's requested Rider EECRF for

2014.

Q. HOW DID THE COMPANY TRACK AND ALLOCATE ITS 2012 COSTS

AND REVENUES?

A. My Exhibit JKC-7A shows the 2012 costs that were directly assigned to

specific rate classes. All costs that were incurred by a particular customer

or by a particular rate class were assigned to the rate class or the

customer's rate class. In particular , all incentive costs , both cash

payments to customers and the costs of services provided to customers ,

were tracked by ETI and/or its vendors so that the costs of the incentives

could be assigned to the rate class of the customer who received the

incentive payment or service. In that way , all incentive costs were directly

assigned to the rate class that received services under the program .

Administrative costs were directly allocated to programs to the

extent reasonably possible and, consistent with Rule 25 . 181 (i)any portion

of the administrative costs which was not directly assignable to a specific

program was allocated among the programs in proportion to the program

19
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1 incentive costs. My Table 10 of Exhibit JKC-1 shows total administrative

2 costs per program, my Exhibit JKC-7A shows those costs directly

3 allocated to rate classes, and Page 5 of 8 of Exhibit MLM-2 shows the

4 allocation of the remaining administrative costs to the rate classes .

5 Legal fees from last year's EECRF proceeding and the Company's

6 affiliate energy efficiency costs were related to all programs and rate

7 classes and so were also allocated across all programs in proportion to

8 the program incentive costs (See Table 10 of Exhibit JKC-1) before being

9 allocated to the rate class or classes that received services under that

10 program (See Pape 5 of 8 of Exhibit MLM-2).

11 Revenues for 2012 were tracked by rate class and are identified in my

12 Exhibit JKC-6 and on page 4 of 8 in Exhibit MLM-2 .

13

14 Q. HOW WERE EM&V COSTS ALLOCATED TO THE RATE CLASSES?

15 A. EM&V costs were allocated to the various programs per the methodology

16 recommended by the state EM&V evaluation team to allocate EM&V costs

17 to individual utility programs. The Company then allocated the costs to

18 the rate classes that received services under each program using the rate

19 classes' percentage of program incentive costs where needed . These

20 allocations are shown in my Exhibit JKC-7B.

21

22 Q. ARE THE COMPANY'S 2014 PROJECTED ENERGY EFFICIENCY

23 COSTS REASONABLE?

20
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1 A. Yes. The Company's energy efficiency programs adhere to the cost

2 effectiveness parameters contained in P.U.C. SUBST. R. 25.181(d).

3 Exhibit JKC-8 shows the cost effectiveness of the Company's 2014 and

4 2013 projected energy efficiency program costs, as well as the 2012

5 actual program costs.

6

7 Q. HOW MUCH DOES THE COMPANY PROJECT TO SPEND ON

8 INCENTIVE PAYMENTS AS PART OF ITS ENERGY EFFICIENCY

9 PROGRAMS?

10 A. The Company's projected 2014 incentive payments are approximately

11 $7.3 million in its 2014 program budget, which is reflected in Table 6 of

12 Exhibit JKC-1. In addition, a breakdown of the energy efficiency program

13 costs by Rate Class is shown in Exhibit JKC-9.

14

15 Q. ARE THESE INCENTIVE PAYMENT COSTS REASONABLE?

16 A. Yes. The Company only includes in its request for incentive payments

17 those costs that meet the definition of incentive payments under P.U.C.

18 SUBST. R. 25.181(c)(29). The Company regularly checks with what other

19 utilities are paying for various measures to make sure that its costs are in

20 line with incentive payments of other utilities. In addition, several Project

21 Sponsors that work with ETI also work for other utilities and they provide

22 feedback on many of the incentives being paid around the state.

21
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1 Moreover, the program costs meet the current cost effectiveness

2 standard definition in Rule 25.181(d) that states "an energy efficiency rule

3 is deemed to be costs effective if the cost of the program to the utility is

4 less than or equal to the benefits of the program." Because all of ETI's

5 programs costs are less than or equal to the benefits of the programs and

6 are deemed to be cost effective.

7

8 Q. WHAT ARE THE ADMINISTRATIVE COSTS FOR THE COMPANY'S

9 ENERGY EFFICIENCY PROGRAMS FOR THE MOST RECENT YEAR

10 AND FOR THE YEAR IN WHICH THE EECRF IS EXPECTED TO BE IN

11 EFFECT?

12 A. Table 6 of Exhibit JKC-1 shows the Company's 2014 projected

13 administrative costs. The projected 2014 costs are $788,000 (including

14 the projected Project Code F3PPE9981S costs). Table 9 of Exhibit JKC-1

15 shows the Company's 2012 administrative costs, which total $842,000

16 and include the costs of last year's EECRF proceeding and Project Code

17 F3PPE9981S costs. The requested costs in this case include only costs

18 that are recoverable as prescribed under P.U.C. SuBST. R. 25.181(i)(1).

19 The administrative costs are comprised of costs that are necessary and

20 appropriate for successful program implementation. These costs include

21 Company labor costs charged to specific energy efficiency programs or in

22 support of the Company's programs in general, as well as information and

23 outreach programs designed to explain the Company's energy efficiency

22
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1 programs and improve customer awareness of the programs and

2 measures.

3

4 Q. DO THE COMPANY'S 2014 ADMINISTRATIVE COSTS INCLUDE ANY

5 RESEARCH AND DEVELOPMENT COSTS?

6 A. The Company's Project Code F3PPE9981S costs that are described by

7 Company witness Lana Lovick include costs that are in the nature of

8 research and development costs. Otherwise, the 2014 projected costs do

9 not include research and development costs.

10

11 Q. DO THE COMPANY'S 2014 ADMINISTRATIVE COSTS INCLUDE ALL

12 COSTS FOR THE DISSEMINATION OF INFORMATION AND

13 OUTREACH?

14 A. Yes.

15 Q. ARE THE COMPANY'S 2014 ADMINISTRATIVE COSTS

16 REASONABLE?

17 A. Yes. ETI's 2014 administrative cost projections total 9.4% of total

18 projected 2014 program year costs identified in Table 6 of Exhibit JKC-1.

19 The projections are consistent with the Commission cap on administrative

20 costs as well as the historic levels of costs the Company has incurred to

21 manage its energy efficiency programs. Under P.U.C. SUBST.

22 R. 25.181(i), a utility may recover its administrative costs to the extent

23
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these costs do not exceed 15% of the utility's total program costs. ETI's

2011 administrative costs equaled 7.6% of total program costs in 2011.

The Company's 2012 administrative costs, including the costs of last

year's EECRF proceeding, equaled 10.4% of total program costs. With

the Company being under the 15% of energy efficiency program costs that

is allowable under the rule, its EECRF costs present a reasonable level of

administrative costs.

Q. WHY HAVE THE COMPANY'S ADMINISTRATIVE COSTS INCREASED

IN THE YEARS BETWEEN 2008 AND 2012?

A. Increases in administration costs have been due to several factors. First,

beginning in 2010, the Company took over administration of its Residential

and Hard-to-Reach Standard Offer Programs. Accordingly as shown on

Table 9 of my Exhibit JKC-1 , the Company's administration costs

increased that year by over $400,000 as compared to 2009 , but the

incentive costs decreased by over a $1200 000 as compared to 2009 . An

additional increase in administration costs is seen on Table 9 of my Exhibit

JKC-1 for 2012 because the costs shown for 2012 include the EM&V

costs allocated to the Company ($328 , 734) as well as the costs of the

previous years' proceedings t$22,481). Neither of these groups of costs

had previously been included in the administrative costs. Further, the

demand and energy savings goals have increased between 2008 and

2012 from 4.5 MW and 7,936 mWh to 15.5 mW and 27 , 156 mWh and

24
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1 the energy efficiency requirements in Texas became more challenging to

2 meet with the adoption of the International Energy Conservation Code of

3 2009. As the goals and related requirements have increased, more

4 promotional activities are required for outreach to attract more

5 participation, and more promotional spending increases the administrative

6 costs because promotional costs are included in administrative costs.

7

8 VI. BONUS CALCULATION FOR 2012 PROGRAM YEAR

9 Q. DOES THE COMPANY'S PROPOSED EECRF INCLUDE ANY

10 AMOUNTS FOR A PERFORMANCE BONUS FOR THE PREVIOUS

11 YEAR? IF SO, PLEASE EXPLAIN.

12 A. Yes. Pursuant to P.U.C. SUBST. R. 25.181(h), ETI is allowed to receive a

13 performance bonus of $1,520,215 in 2014 based on its 2012 energy

14 efficiency program performance. The bonus calculation is shown as

15 Exhibit JKC-10 and is consistent with the Commission's rule. The cost

16 effectiveness of the 2012 programs is in Exhibit JKC-8.

17

18 VII. REASONABLENESS OF PREVIOUS YEARS COSTS

19 Q. WHAT WERE THE COSTS RECOVERED BY ETI THROUGH ITS

20 EECRF PRIOR TO 2013?

21 A. My Exhibit JKC-11 shows the costs incurred and recovered by ETI

22 through its EECRF in years 2009-2012 by cost category.

23
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1 Q. WERE THE COSTS IDENTIFIED IN EXHIBIT JKC-11 REASONABLE

2 AND NECESSARY TO ACHIEVE THE COMPANY'S GOALS TO

3 REDUCE DEMAND AND ENERGY GROWTH?

4 A. Yes, the costs incurred were reasonable and necessary to achieve the

5 prescribed goals to reduce demand and energy growth. The reduction

6 goals and projected costs were approved by the Commission annually.

7 The Company's processes and procedures helped to ensure that the

8 costs to achieve the goals were reasonable and necessary. The

9 Company's annual EECRF filings were also provided in the dockets listed

10 in my Exhibit JKC-11. The EECRF filings provide details about the

11 Company's programs and costs since 2009 and include a copy of the

12 Company's annual Energy Efficiency Plan and Report for each filing year

13 as well.

14 Q. DID THE COSTS INCURRED THROUGH THE EECRF IN YEARS 2009-

15 2012 COMPLY WITH SECTION (F) OF COMMISSION RULE 25.181?

16 A. Yes, the costs recovered by the Company through its 2009-2012 EECRFs

17 were reasonable costs of providing a portfolio of cost-effective energy

18 efficiency programs that comply with section (f) of the Rule 25.181,

19 including the cost caps of Rule 25.181(0(7).

20
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1 Q. WHAT PROCESSES DID ETI HAVE IN PLACE TO ENSURE THE

2 REASONABLENESS OF COSTS?

3 A. ETI regularly monitored market conditions to ensure the reasonableness

4 of its program offerings and costs. The Company also regularly

5 participates in base-line studies. These studies look for trends in specific

6 market sectors and show where there are weaknesses in adapting to the

7 new International Energy Conservation Code or lagging behind as

8 compared to other regions of Texas. Programs can then be developed to

9 address the lack of adaptation. In particular, base-line studies were

10 conducted in 2010 to determine equipment installation habits in the K-12

11 educational sector of the market; in 2011, a Commercial sector base-line

12 study was conducted; and a new baseline study is being planned for

13 residential new construction habits in 2014.

14 In addition, ETI frequently solicits Requests for Proposals ("RFPs")

15 on its existing programs to make sure it is getting the best program

16 delivery and a reasonable price for Program Implementers. RFPs were

17 recently solicited for program implementation in the SCORE/City Smart

18 Market Transformation Program in 2009 and again in 2012. RFPs were

19 also solicited for the Energy Solutions High Performance Homes Market

20 Transformation Program as well.

21 In 2010, ETI determined it could reduce its costs by implementing

22 its Residential and Hard-to-Reach SOPs in house. Because of this

23 change, ETI did not need to ask to increase its program budget for 2010,
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1 even though the savings goal increased from 20% to 25% of growth in

2 demand. In addition, ETI reduced its number of Project Sponsors in both

3 the Residential and Hard-to-Reach SOP from over 40 to 8 in 2012. This

4 has reduced the administration costs by over 5% and allowed for a major

5 reduction in paperwork, database usage, and customer calls to the

6 Company's phone center.

7

8 Q. WHAT PROCESSES DID ETI HAVE IN PLACE TO MONITOR THE

9 COSTS?

10 A. ETI regularly monitored costs through monthly Program Implementer

11 invoices and reports. Internally, ETI monitors its internal costs through an

12 internal budgeting system. Monthly meetings are held with the Energy

13 Efficiency team and a departmental analyst to discuss current

14 expenditures as well as planned expenditures for the current year such as

15

16 Q

17

18

19 A.

20

21

22

special promotions or trade show participation.

DID ETI APPROPRIATELY CONTINUE TO IMPROVE ITS PROCESSES

OVER THE YEARS BASED ON ITS EXPERIENCE WITH PROCURING

ENERGY EFFICIENCY SERVICES?

Yes, ETI has continued to adjust and modify its budgeting and accounting

processes to meet the needs of the Energy Efficiency team and the

requests raised in EECRF proceedings. The most recent request was to

be able to track costs by Rate Class rather than Customer Class. Another
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is the development of the communications plan and calendar to help track

cost of its promotional activities. In particular, a communications plan was

developed for promotions and trade show participation by energy

efficiency team members. This effort put in place a calendar of events in

which the energy efficiency team would participate and its associated

costs where one did exist previously, making the communications plan

more effective.

9 Q. HAS THE COMPANY'S EXPERIENCE ALSO HELPED TO ENSURE

10 THAT COSTS RECOVERED THROUGH THE EECRF HAVE BEEN

11 REASONABLE?

12 A. Yes. ETI sets its program costs based on over 10 years of knowledge and

13 experience within the Texas market and the surrounding service

14 territories. The program costs and incentives offered for these program

15 years were consistent with the offering of similar programs of other utilities

16 and were necessary to encourage participation levels high enough to

17 achieve the energy and demand goals set up the PUCT at reasonable

18 costs.

19

20 VIII. CONCLUSION

21 Q. DO YOU BELIEVE THE COSTS TO BE RECOVERED THROUGH ETI'S

22 EECRF INCLUDE REASONABLE ACTUAL AND ESTIMATED COSTS
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1 NECESSARY TO PROVIDE ENERGY EFFICIENCY PROGRAMS AND

2 TO MEET THE UTILITY'S GOALS UNDER THIS SECTION?

3 A. Yes. The program costs associated with providing a quality energy

4 efficiency program under ETI's request are reasonable and meet the cost

5 effectiveness provisions found in the energy efficiency rule.

6

7 Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

8 A. Yes, at this time.
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Entergy Texas, Inc.
Direct Testimony of Margaret L. McCloskey
2013 EECRF Application

Page 1 of 7

1 I. NAME AND QUALIFICATIONS

2 Q. PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND OCCUPATION.

3 A. My name is Margaret L. McCloskey. My business address is 639 Loyola

4 Avenue, New Orleans, Louisiana 70113. 1 am employed by Entergy Services,

5 Inc., ("ESI"), the service company affiliate of Entergy Texas, Inc. ("ETI" or the

6 "Company") as Manager in the Fuel & Special Riders Department.

7

8 Q. ON WHOSE BEHALF ARE YOU SUBMITTING THIS DIRECT TESTIMONY?

9 A. I am submitting this Direct Testimony to the Public Utility Commission of

10 Texas ("Commission") on behalf of ETI.

11

12 Q. PLEASE DESCRIBE YOUR EDUCATIONAL AND PROFESSIONAL

13 BACKGROUND.

14 A. A summary of my education and work experience is included as Exhibit MLM-

15 1.

16

17 II. INTRODUCTION

18 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS PROCEEDING?

19 A. My Direct Testimony in this proceeding explains the calculation of the rates

20 the Company is filing in the 2013 update to its Energy Efficiency Cost

21 Recovery Factor ("EECRF") tariff ("Rider EECRF"). Attached as ETI Exhibit

22 MLM-2 is the calculation of the proposed redetermined Rider Schedule

23 EECRF rates which serves as the basis for the Company's EECRF request.

43



Entergy Texas, Inc.
Direct Testimony of Margaret L. McCloskey Page 2 of 7
2013 EECRF Application

1 ETI Exhibit MLM-3 is the revised Rider EECRF tariff rate schedule, which

2 reflects the proposed Rider EECRF rates for the billing period January 2014

3 through December 2014.

4

5 III. RIDER EECRF CALCULATION

6 Q. WHAT IS THE PURPOSE OF RIDER EECRF AND WHEN WILL IT TAKE

7 EFFECT?

8 A. The purpose of Rider EECRF is to recover the costs associated with energy

9 efficiency programs from the customer classes that receive services under

10 these programs. The revised rates are recommended to be effective on and

11 after the first billing cycle of January 2014 through December 2014. The

12 January 2014 billing cycle begins on December 31, 2013.

13

14 Q. PLEASE DESCRIBE THE CALCULATION OF THE REDETERMINED RIDER

15 EECRF RATES.

16 A. Rider EECRF is an exact recovery rider. ETI Exhibit MLM-2 contains the

17 calculation of the new rates for Rider EECRF. The new rates are based on

18 the following:

19 • the projected energy efficiency costs by rate class that the Company

20 expects to incur during the twelve-month period beginning January 1,

21 2014 through December 31, 2014;
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Revised
Entergy Texas, Inc.
Direct Testimony of Margaret L. McCloskey Page 3 of 7
2013 EECRF Application

1 • the Company's 2012 Energy Efficiency Performance Bonus

2 ("Performance Bonus") by rate class recoverable under P.U.C. SUBST.

3 R. 25.181;

4 • a true-up adjustment by rate class for over/under recovery of energy

5 efficiency costs for 2012; and

6 • the forecasted billing determinants for each rate class excluding Large

7 ^ Industrial Power Service ("LIPS") industrial transmission level

8 customers for the twelve-month period beginning January 2014

9 through December 2014.

10 Company witnesses John K. Carson and Lana B. Lovick explain in their

11 Direct Testimony the derivation of the cost components of the new rates.

12

13 Q. PLEASE EXPLAIN HOW THE COMPANY'S 2014 PROJECTED ENERGY

14 EFFICIENCY COSTS ARE ALLOCATED TO THE RATE CLASSES.

15 A. Mr. Carson provided the 2014 projected energy efficiency costs including

16 costs for the Evaluation, Measurement, and Verification ("EM&V") contractor

17 by rate class, i.e., Residential, Small General Service, General Service, Large

18 General Service, and LIPS RGR xcluding Industrial

19 Transmission customers as shown in ETI Exhibit MLM-2, page 2 of 8. Ms.

20 Lovick provided the 2014 projected affiliate costs which are being requested

21 in this proceeding as directed by the Commission in the Company's last rate

22 case, Docket No. 39896.
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Entergy Texas, Inc.
Direct Testimony of Margaret L. McCloskey Page 4 of 7
2013 EECRF Application

1 Q. HOW WAS THE COMPANY'S 2012 PERFORMANCE BONUS ALLOCATED

2 TO THE RATE CLASSES?

3 A. ^e fn (ight of P.U.C. SuBSr. R. 25.181(h) (6) the Performance Bonus amount

4 provided by Mr. Carson was allocated to each rate class based on the

5
("PI)AF") approved in ET,-"q last

6 baseproportion to the program costs directly assigned to each rate case:

7 Der--ket N.G. 39996, medified to class which excludes the LIPS

8 industrial transmission level and Lighting rate classes. Please refer to ETI

9 Exhibit MLM-2, page 3 for this allocation.

10

11 Q. WHAT METHODOLOGY WAS USED TO ALLOCATE THE TRUE-UP

12 ADJUSTMENT TO THE RATE CLASSES?

13 A. The actual 2012 energy efficiency costs were allocated to the appropriate rate

14 class based on Exhibit JKC-1, the 2013 Energy Efficiency Plan and Report,

15 Table 10- and Exhibit JKC-7A. Those costs that could not be directly

16 assigned byto Commercial rate classes were allocated based enin proportion

17 to the PDAF appFoved in ETI's last base program costs directly assigned to

18 the rate classes receiving

19 services from the programs, which excludes the LIPS industrial transmission

20 level and Lighting rate classes. The 2010 performance bonus included in the

21 2012 billed EECRF revenues was allocated by the PDAF approved in Docket

22 No. 37744 to be consistent with the allocation used in the calculation of the

23 2012 EECRF rates. The 2010 performance bonus along with the 2010 true-up
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2013 EECRF Application

1 adjustment was then removed from the 2012 EECRF revenues. The actual

2 2012 program costs by rate class were then compared to the adjusted

3 revenues recovered from each rate class through the Company's 2012 Rider

4 EECRF in order to calculate the over/under recovery of the 2012 program

5 costs. ETI Exhibit MLM-2, page 4 shows the calculation of the true-up

6 adjustment.

7

8 Q. HOW WERE THE REDETERMINED RIDER EECRF RATES CALCULATED?

9 A. ETI Exhibit MLM-2, page 1 shows the calculation of the redetermined Rider

10 EECRF rates. The 2014 projected energy efficiency costs, the 2012

11 performance bonus and the true-up adjustment previously discussed were

12 added together to obtain the total energy efficiency costs by rate class to be

13 collected in 2014. The costs by rate class were then divided by the forecasted

14 billing determinants for each rate class excluding LIPS industrial transmission

15 level customers for the twelve-month period beginning January 2014 through

16 December 2014 to determine the EECRF by rate class.

17

18 Q. HOW DID THE REDETERMINED RIDER EECRF CALCULATE THE COST

19 CAP?

20 A. The total energy efficiency costs by rate class were adjusted to exclude the

21 EM&V costs and the municipal EECRF proceeding costs to determine the

22 EECRF costs subject to the caps defined in P.U.C. SUBST. R. 25.181(f)(7).

23 ETI Exhibit MLM-2, page 1 shows the EECRF costs subject to the caps.
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1 Q. HAS THE REDETERMINED RIDER EECRF RATES MET THE COST CAP

2 REQUIREMENTS PER THE COMMISSION?

3 A. Yes, the Company's proposed rates are under the established cost cap

4 requirements as reflected in Exhibit MLM-2, page 1.

5

6 Q. HOW WERE THE COMPANY'S FORECASTED BILLING DETERMINANTS

7 DEVELOPED FOR 2014?

8 A. The forecasted billing determinants projected by the Company's forecast

9 model are produced by revenue class rather than by rate class. In order to

10 develop the billing determinants by rate class, actual historical billed kWh by

11 rate class for the year ended December 31, 2012 were used. Each rate

12 class' sales as a percentage of the total revenue class sales for the historical

13 period were multiplied by the appropriate forecasted revenue class sales to

14 determine the forecasted billing determinants by rate class. The forecasted

15 billing determinants exclude Large Industrial Power Service ("LIPS") industrial

16 transmission level customers. ETI Exhibit MLM-2, pages 6 through 8,

17 provides the calculation of the forecasted billing determinants.

18

19 Q. WERE ANY CALCULATIONS OR ESTIMATES OF SYSTEM LOSSES AND

20 LINE LOSSES USED TO CALCULATE THE EECRF?
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