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Q50. ON WHAT BASIS ARE COSTS IN THIS CLASS ALLOCATED?

2 A The costs for the services included in this class are collected in one or
3 more project codes. As Ms. Tumminello explains, a billing method for the
4 project code is selected based upon cost causation, and while several
5 organizations may bill to a single project code, only one billing method is
6 assigned to each project code. Through the use of a single billing method,
7 the costs of all services performed under a project code are allocated
8 among the Entergy Operating Companies using the same criteria, at cost.
9 This ensures that all Entergy Operating Companies that cause costs to be
10 incurred and benefit from the service pay their appropriate proportion of
11 the costs. It also ensures that the Entergy Operating Companies are, in
12 total, charged no more and no less than one hundred percent of the costs
13 for services provided under the project code. Finally, the use of a single
14 billing method ensures that each Entergy Operating Company is paying
15 the same price for the same service, and that the price charged to ETI for
16 the services is no higher than the price charged by ESI to other affiliates
17 for the same or similar services and represents the actual cost of
18 the services.
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1 Q51. ABOVE YOU NOTED THAT 5% OF THE ET! ADJUSTED COSTS IN
2 THIS CLASS WERE DIRECTLY BILLED TO ETI, AND THE REMAINDER
3 ALLOCATED. PLEASE DISTINGUISH BETWEEN COSTS THAT ARE
4 ‘DIRECT” BILLED VERSUS COSTS THAT ARE “ALLOCATED” TO THE
5 ENTERGY COMPANIES.
6 A. Whenever appropriate, costs are direct billed to ETI and other affiliates.
7 This means the services provided (and associated costs) are caused by,
8 and benefit, only ETI or whatever entity is the sole cause of the services,
9 and associated costs, provided. Only when costs are incurred that are
10 caused by ETIl and one or more of the other Entergy Companies are such
11 costs billed by ESI to ETI using an allocation method.
12
13 Q52. WHAT ARE THE PREDOMINANT BILLING METHODS USED FOR THIS
14 CLASS OF SERVICES?
15 A For this class of services, the following biling methods are used to bill
16 93% of the Total ETI Adjusted costs for this class of services:
17 ) ‘ASSTSALL" — Total Assets (40%);
18 . “CUSTEGOP” — Electric and Gas Customers (20%);
19 . “CUSEOPCQ” — Electric Customers (12%);
20 ) “TRSBLNOP” — Transmission Line Miles/Substation (12%); and
21 . “CAPAOPCO’ — System Capacity (10%).5
®  The individual billing methods do not sum to 93% due to rounding differences.
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1 Q33. WHY IS BILLING METHOD “ASSTSALL” APPROPRIATE TO USE FOR
2 THE PROJECT CODES TO WHICH IT IS ASSIGNED?
3 A For project codes assigned this billing method, costs are allocated based
4 on total assets. For example, Project Code F3PCC31255 — Operations —
5 Office of the CEO captures costs associated with the general
6 administrative operations of the CEO. The services at the corporate level
7 are critical to the ability of the Operating Companies to function as a family
8 of companies that make use of and benefit from affiliate services. These
9 services are not only relevant to ETI as part of the Entergy family, but are
10 reasonable, necessary, and, as explained by Company witness
11 Tumminello, meet the Commission’s affiliate cost recovery standard. ETI
12 benefits from the corporate level activities provided by the CEO because
13 ETl is a member of a group of affiliated companies that make use of
14 consolidated operations, planning, and services. The services of the CEO
15 include participating in investment and strategic decisions that benefit the
16 Operating Companies, including ETI. In sum, the services provided by the
17 CEO are necessary to support the public utility holding company structure
18 of which ETl is a part. Billing Method “ASSTSALL,” which allocates costs
19 based on the total assets at period end, is appropriate because the costs
20 are driven by the activities associated with the oversight of the operations
21 of all Entergy System companies and the stewardship of the assets of the
22 corporation.
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Q54. WHY IS BILLING METHOD “CUSTEGOP” APPROPRIATE TO USE FOR

2 THE PROJECT CODES TO WHICH IT IS ASSIGNED?
3 A For the project codes assigned this billing method, costs are allocated
4 based on the number of electric and gas customers. For example, Project
5 Code F3PCE99795 — Group President - Utility Operations — captures
6 costs associated with general activities of the office of the Group
7 President - Utility Operations related to executive management and
8 oversight of the Entergy Operating Companies’ regulated utility
9 operations. The Group President also manages the support functions that
10 provide coordinated services across the Operating Companies, including
11 engineering, customer services, and Entergy Continuing Improvement
12 (“ECI”) benchmarking. The activities under this project include meetings
13 with utility company presidents to discuss day-to-day operations of the
14 companies, Board of Directors meetings and activities, and meetings with
15 regulators and their staffs on utility matters, which activities directly relate
16 to regulated utility customers served by each Operating Company.
17 Consequently, Biling Method “CUSTEGOP” is appropriate because the
18 relative level of activities and costs is driven by the number of customers
19 at each company.
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1 Q55. WHY IS BILLING METHOD “CUSEOPCO” APPROPRIATE TO USE FOR
2 THE PROJECT CODES TO WHICH IT IS ASSIGNED?
3 A Billing Method “CUSEOPCO” allocates costs based on the number of
4 electric customers. For example, Project Code F3PPE9974S — Utility
5 ECI Continuing Improvement ESI — captures and manages costs
6 associated with the general activities of the ECl department. That
7 department is related to the executive management and oversight of the
8 various Strategic Initiatives (e.g., Six Sigma, Benchmarking, and ECI) in
9 the Entergy Operating Companies’ regulated utility operations. The
10 primary activities include meetings with utility company presidents and
11 operating departments to review and discuss EC| and other Strategic
12 Initiatives status and implementation issues. Because the focus of these
13 types of projects is on improvements in the delivery of service to regulated
14 distribution customers, the pertinent cost driver for these services is the
15 number of electric customers, and the appropriate billing method is
16 CUSEOPCO.
17
18  Q56. WHY IS BILLING METHOD “TRSBLNOP” APPROPRIATE TO USE FOR
19 THE PROJECT CODES TO WHICH IT IS ASSIGNED?
20 A Biling Method TRSBLNOP” allocates costs based on a composite of
21 transmission line miles and number of substations. For example, Project
22 Code FS5PCTTDS70 — Transmission Maintenance: Lines and Substations
23 captures costs related to field supervision and engineering support
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1 provided by ESI to the Transmission function. Activities include materials

2 specifications, technical support, as-built drafting support, project

3 management, project engineering, resource scheduling, and field

4 supervision. Because those costs are driven by the Transmission

5 function, the most appropriate allocation method is based on transmission

6 line miles and number of substations.

7

8 Q57. WHY IS BILLING METHOD “CAPAOPCO” APPROPRIATE TO USE FOR

9 THE PROJECT CODES TO WHICH IT IS ASSIGNED?
10 A. For the project codes assigned this billing method, costs are allocated
11 based on the capacity of each Operating Company relative to the system
12 capacity. For example, Project Code F3PPPCS001 — Critical
13 Infrastructure Protection — captures and manages costs associated with
14 cyber security of the Operating Companies’ process control environment,
15 including SCADA (Supervisory Control And Data Acquisition) and EMS
16 (Energy Management System) systems. The activities performed under
17 this project code are focused on ensuring compliance the NERC (North
18 American Electric Reliability Corporation) Critical Infrastructure Protection
19 requirements.  Billing Method CAPAOPCO is the appropriate billing
20 method because the costs associated with this project are for services that
21 are provided to and benefit all Operating Companies, with capacity being
22 a valid basis for allocation of these costs based on the relative size and
23 complexity of each entity.
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1 Q58. YOU HAVE ADDRESSED THE BILLING METHODS USED TO BILL 93%
2 OF THE ETI ADJUSTED COSTS ASSOCIATED WITH THIS CLASS.
3 WHAT ABOUT THE REMAINING 7% OF THE ETI ADJUSTED COSTS
4 OF THIS CLASS?
5 A The remaining ETI adjusted costs are charged through the use of other
6 billing methods (including ESI direct costs via Billing Method DIRECTTX).
7 Given the number of billing methods, project codes, and relative dollar
8 amounts, | have not gone into detail in this discussion in an effort to keep
9 the discussion at a manageable level. However, the project codes and
10 billing methods used to bill the remaining 7% of the ETI adjusted costs in
11 this class are provided in Exhibit STR-B, discussed earlier. A reader may
12 reference this exhibit and then refer to the specific scope statement
13 contained in Ms. Tumminello’s testimony for a discussion of the particular
14 billing method used and the cost drivers for the activities captured in the
15 particular project code.
16
17 Q59. HAVE YOU DETERMINED THAT THE COSTS REFLECTED IN THE
18 REMAINING 7% OF THE ETI ADJUSTED COSTS ASSOCIATED WITH
19 THIS CLASS HAVE BEEN BILLED APPROPRIATELY?
20 A Yes. | have reviewed each of the project codes and the associated billing
21 methods used to bill the remaining 7% of the ETI adjusted costs of this
22 class. The cost drivers reflected in the billing method used to bill the costs
23 of each project code are consistent with and reflect the cost drivers of the
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1 services captured in each respective project code. Therefore, the price

2 charged to ETI represents the costs of the services received by ETl and is

3 no higher than the price charged to other affiliates for the same or similar

4 types of services.

5

6 VIl. CONCLUSION

7 Q60. PLEASE SUMMARIZE HOW A RATE INCREASE WILL SUPPORT THE

8 _ FINANCIAL HEALTH OF THE COMPANY AND BENEFIT CUSTOMERS.

9 A ETI has never its earned its authorized ROE. The last rate case helped to
10 improve cash flows, but it did little to provide the Company with an
11 opportunity to earn a reasonable return. Over the long run, this inability to
12 earn a reasonable return will erode the Company’s ability to attract capital
13 on reasonable terms, which harms its financial health. This is particularly
14 troubling at a time when ETl is in the process of integrating into MISO and
15 making plans to exit the System Agreement. Moreover, the Company’s
16 operating costs have increased since the last rate case, and it needs to
17 adjust its rates to account for the transition to and operation in MISO, as
18 well as to account for the corresponding loss of the ETEC load. Granting
19 the rate relief requested in this filing will support the financial health of the
20 Company as it takes on these new challenges. In turn, a financially
21 healthy Company can attract capital on better terms, which results in lower
22 rates for customers.
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1 Q61. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

2 A Yes.
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September 2013 Rate Case

Witness and Testimony Content

Witness

Testimony
Subject

Chris E. Barrilleaux

Company'’s Financial Status and Importance of
Adequate Rates; Capital Structure

Michelle P. Bourg

FERC Form 1 Cost Benchmarking

Julie F. Brown

Information Technology Affiliate Charges;
Information Technology Capital Additions

Marcus V. Brown

Legal Services; Legal Services Affiliate Charges

David M. Caplan

Communications Affiliate Charges

Patrick J. Cicio

Energy and Fuel Management Affiliate Charges;
MISO-related Charges and Incremental Costs

Michael P. Considine

Regulatory and Tax Accounting; Revenue
Requirement Issues; Pro Forma Adjustments;
Rate Case Expenses

Robert R. Cooper

Long-Term Resource Planning; Long-Term
Purchased Power Contracts; Special
Circumstances for Fuel Reconciliation

Shawn B. Corkran

Overall Distribution O&M Charges; Distribution
Operations Affiliate Charges; Transmission and
Distribution Support Affiliate Charges; Distribution
Operations Capital Additions; Texas Distribution
Operations; Service Quality & Service Quality
Improvement; Miscellaneous Electric Services
Charges

Donna S. Doucet

Financial Services Affiliate Charges; Budget
Process

Gerard L. Fontenot

Fossil Plant Operations and Nelson 6 Co-Owner
Service Affiliate Charges; Fossil Plant Capital
Additions; Fossil Plant Performance

Patricia A. Galbraith

ESI Taxes; Tax Services Affiliate Charges

Kenneth F. Gallagher

Nuclear Decommissioning Escalation Rates;
Nuclear Regulatory Commission Nuclear
Decommissioning Cost Minimum Value

Michael J. Goin

System Agreement; ETEC; RPCE

Samuel C. Hadaway

Return on Equity

Monique C. Hoffmeister

Nuclear Decommissioning Trust Fund Balance

Reginald T. Jackson

Supply Chain Affiliate Charges; Supply Chain
Capital Additions

Devon S. Jaycox

Economic Dispatch for the Reconciliation Period

Jay Joyce

Lead Lag Study Review

Heather G. LeBlanc

Class Cost of Service Study; Functionalization
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Jay A. Lewis

Regulatory Services Affiliate Charges; Regulatory
Services Capital Additions; MISO-Related Costs
and Revenues in Base Rates; Rider TCRF

Richard A. Lynch

Demand and Energy Weather Normalization Data;
Forecasted Demand and Energy

Margaret L. McCloskey

Over/(Under)-Recovery Balance for Reconcilable
Fuel, Non-Reconcilable Fuel Accounting; Rider
RPCEA

Mark F. McCulla

Overall ETI Transmission O&M Charges;
Transmission Operations Affiliate Charges;
Transmission Operations Capital Additions;
Demand and Energy Loss Factors

Stephen C. McNeal

Treasury Operations Affiliate Charges

Stephen F. Morris

External Rate Case Expenses

Andrew J. O'Brien

Short-Term Purchased Power Expenses

H. Vernon Pierce

Texas Retail Operations; Customer Satisfaction;
Low-Income Programs; Miscellaneous Electric
Services Charges; Light Emitting Diode Lighting
Rates

Thomas C. Plauché

Administration Affiliate Charges; Capital Additions
for Administration Services

Jennifer A. Raeder

Compensation, Benefits, and Labor Related
Charges; Human Resources Affiliate Charges

Sallie T. Rainer

Case Overview and Presentation; Executive and
Utility Management Affiliate Charges

Rory L. Roberts

ETI Federal Income Tax (“FIT”) Expense; FIT
Expense Affiliate Charges; FIN 48 Issues

Phillip N. Sharp

Retail Operations Affiliate Charges; Customer
Support Services; Customer Service Operations
Affiliate Charges; Customer Support Services
Capital Additions

Myra L. Talkington

Rate Design; Class Cost Allocation Factors;
Changes to Tariff and New Riders

Michelle H. Thiry Reconcilable Fuel Overview; Short-Term
Purchased Power; Reconcilable Gas Purchases;
Gas and Oil Base Rate Components

Ryan Trushenski Reconcilable and Non-Reconcilable Coal Expense

Stephanie B. Tumminello

Overview of Affiliate Structure and Transactions;
Explanation of Affiliate Charges Presentation;
FERC Form 60 (Service Company)
Benchmarking; ESI Depreciation Affiliate Charges;
Other Expenses & Accounting Entries Affiliate
Charges; Service Company Recipient Offsets

Gregory S. Wilson

Recommendation for Insurance Reserve Accrual
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Entergy Texas, Inc. Page 1 of 41
Direct Testimony of Chris E. Barrilleaux

2013 Rate Case
1 I WITNESS INTRODUCTION AND QUALIFICATIONS
2 A. Qualifications
3 Q1. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
4 A My name is Chris E. Barrilleaux. My business address is 639 Loyola
5 Avenue, New Orleans, Louisiana 70113.
6
7 Q2. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?
8 A | am currently employed by Entergy Services, Inc. (“ESI” or “Entergy
9 Services”) as Director, Jurisdictional Finance. ESI is a service company
10 established to provide professional services primarily to Entergy
11 Corporation’s domestic regulated utilities.
12
13 Q3. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?
14 A | am testifying on behalf of Entergy Texas, Inc. (“ETI” or “the Company”).
15
16 Q4. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND.
17 A | have a Master of Business Administration degree from the A.B. Freeman
18 School of Business at Tulane University and a Bachelor of Science degree
19 in Accounting from the University of New Orleans. | am a Certified
20 Public Accountant licensed to practice in Louisiana. | am a member of the
' In this testimony | will use the term “Entergy Companies” to mean Entergy Corporation and its
subsidiaries, including ESI, Entergy Texas, Inc., and the other Entergy Operating Companies.
Each of these subsidiaries is a separate legal entity. The Operating Companies, together
with their resources and facilities, are referred to as the “Entergy System” or “System.”
2013 ETT Rate Case 3-91
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