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2013 ETI Rate Case

Entergy Texas, Inc. Page 1 of 53
Direct Testimony of Donna S. Doucet
2013 Rate Case

l. INTRODUCTION AND QUALIFICATIONS

PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.
My name is Donna S. Doucet. My business address is 639 Loyola

Avenue, New Orleans, LA 70113.

BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?
| am employed by Entergy Services, Inc. (“ESI”),! as Vice President, Chief

Financial Officer - Operations.

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

I am testifying on behalf of Entergy Texas, Inc. (“ETI” or the “Company”).

PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND
CERTIFICATIONS.

| have a Master of Business Administration from the University of New
Orleans and a Bachelor of Science in Business Administration from Our

Lady of Holy Cross College. | am a Certified Public Accountant.

ESl is a subsidiary of Entergy Corporation that provides technical and administrative support

services to all the Entergy Operating Companies.

4-590
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Entergy Texas, Inc. Page 2 of 53
Direct Testimony of Donna S. Doucet
2013 Rate Case

Q5.

A.

Q6.

Q7.

PLEASE DESCRIBE YOUR PROFESSIONAL WORK EXPERIENCE.

| began my career with the Entergy Companies? in 1995. | have held
several positions within the Finance organization including Accountant,
Fuel Accounting Manager, Director of Revenue Planning, Director of Utility
Planning and Vice President, Chief Financial Officer of Operations. | was
promoted to my current expanded role as Vice President, Chief Financial

Officer — Operations in 2008.

ARE YOU SPONSORING ANY EXHIBITS?

Yes, | sponsor the exhibits listed in my table of contents.

HOW IS YOUR TESTIMONY ORGANIZED?

In Section Il of my testimony, | discuss the cost control and monitoring
procedures used by the Entergy Companies, and | explain why they
provide assurance that ETI's costs, affiliate and non-affiliate, are
reasonable.

In Section lll, | testify regarding the Financial Services Affiliate
Class. The Financial Services Affiliate Class is further divided into five
groups: Chief Financial Officer Services; Controller Services; Financial
Processes; Planning & Financial Communications; and Internal Audit

Services. | explain the necessity of the services provided by this class

2

| use the term “Entergy” or “the Entergy Companies” to mean, collectively, Entergy
Corporation and its direct and indirect subsidiaries including ETI, ESI, and the other Entergy
Operating Companies. Each of these subsidiaries is a separate legal entity.
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and how the costs are reasonable and necessary. | further show that the
price charged by ESI to ETI for this class of services is no higher than the
price charged other affiliates for similar services and represents the actual
cost of those services.

In Section IV, | conclude my testimony.

THE ENTERGY COMPANIES’ COST CONTROL AND MONITORING
PROCESS

PLEASE DESCRIBE THE ENTERGY COMPANIES’ COST CONTROL
AND MONITORING PROCESS.

The Entergy Companies’ cost control and monitoring process consists of
(1) establishing annual budgets; and (2) reporting actual results against

these budgets.

A. Establishing Annual Budgets

DO THE ENTERGY COMPANIES HAVE IN PLACE A BUDGETING
PROCESS TO CONTROL COSTS?

Yes. The Entergy Companies, including ETI and the other Entergy
Operating Companies (“EOCs”"),? utilize a three-phase budgeting process.
In the first phase, called “target-setting,” top-level Entergy executives

establish long-range financial plans, based upon prior year performance

3

The Entergy Operating Companies are ETI, Entergy Arkansas, Inc., Entergy Gulf States

Louisiana, L.L.C., Entergy Louisiana, LLC, Entergy Mississippi, Inc., and Entergy New
Orleans, Inc.
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and future objectives. The long-range financial plans, which encompass
operational expectations, are used to develop functional spending targets.
Each executive establishes a process to cascade these functional
spending targets down through their respective functions, ultimately
reaching individual department management. In this context, when | use
the term “function,” | mean Entergy-wide regulated operational activities,

such as Distribution, Transmission, Nuclear, and Fossil Generation.

WHAT IS THE NEXT PHASE OF THE BUDGETING PROCESS?

The second phase is referred to as the “detailed budgeting phase.”
During this phase, each department throughout the Entergy Companies
prepares an operating expense and capital budget to include all the costs
that the department’s manager controls. This detailed data is entered into

the budget system to meet functional spending targets.

WHAT IS A "DEPARTMENT” IN THE CONTEXT OF THE BUDGETING
PROCESS?

A department is the designation given a grouping of personnel and tasks
under common management. It is the smallest unit for which a budget is
prepared. For example, within the Finance Function, the payroll group

would be considered a budgeting department.
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DOES THE BUDGET PROCESS CONSIDER THE BUSINESS UNIT
PERSPECTIVE, MORE SPECIFICALLY, THE PERSPECTIVE OF ETI?

Yes. As noted above, each department prepares a budget, and each
department is associated with a specific business unit. Accordingly,
budgets are prepared directly for ETl departments. Budgets are also
prepared for ES| departments. All ESI departments are required to budget
costs using “project codes,” which is the accounting designation whereby
ESI divides its work into various discrete activities and projects. Company
witness Stephanie B. Tumminello discusses project codes further in her
testimony. The use of project codes by ESI departments creates the
linkage from the department perspective to the business unit perspective
because, as explained in more detail by Company witness Tumminello,
project codes are used to bill ETI and the other EOCs for services
provided by ESI. When ESI| departments budget to provide services, the
level of such services is estimated based on historical service levels and
adjusted for anticipated changes. Once the estimated level of service is
determined, ES| departments budget the cost of the estimated level of
service to the appropriate project codes, which, in turn, assign and
allocate the budgeted costs to ETI based on the corresponding billing

methods.
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HOW DO THESE AMOUNTS GET INCORPORATED INTO ETI'S
BUDGET?

When the detailed budgeting process is complete, the budgeting system
generates a business unit view of expense and capital data entered by
each department. For costs budgeted by ESI departments, the ESI billing
process generates a “processed view” or “financial view” of costs by
business unit. The combination of ESI costs (affiliate costs) plus direct
ETI budgeted costs (non-affiliate costs) creates the ETI non-fuel operation

and maintenance expense and capital expenditure budgets.

HOW ARE BUDGETS APPROVED?

During the third phase of the budget process, reviews are conducted in an
iterative process, at increasingly higher levels of responsibility. First, the
department’'s manager reviews the final budget, comparing it to the target
that was initially cascaded by the executive leading his/her function.
Then, budgets are summarized and reviewed by each function executive.
Jurisdictional presidents then review the budgets of all the functions
impacting their respective jurisdiction, including costs that are budgeted at
ESI departments. Ultimately, this process includes review and approval of
the overall budget by the Entergy Companies’ executive management

team.
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DO YOU BELIEVE THAT THE PROPER PARTIES ARE INVOLVED IN
THE BUDGET PROCESS?

Yes. The multi-level approach to budgeting ensures that the planned
budgets are as accurate and as cost-efficient as possible. By giving the
responsibility for the initial detailed budgeting process to lower level
department managers, the Entergy Companies ensure that those persons
who can have the most impact on day-to-day management of costs are
involved in budgeting both expenses and capital costs. The various
reviews, up through the department manager, function manager,
jurisdictional president, and then to higher management levels, create a
budget that incorporates overall goals and balances priorities between
functions. The final product is a budget that can be effectively
implemented and managed and that ensures that total costs are

reasonable.

B. Reporting Actual Results Versus Budget Estimates

PLEASE DESCRIBE THE COST REPORTING PROCESS THAT IS
USED TO MONITOR AND CONTROL COSTS.

Cost reports are available electronically to department management
through various cost reporting systems. Department management
reviews actual charges and compares them to the budget. Cost reports
compare a department’s actual charges to budgeted charges on a monthly

and year-to-date basis and provide several ways to review the data, e.g.,
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by project, activity, and resource codes. Each department manager is
held accountable for his or her department's budget and must explain
variances between actual charges and budgeted amounts. Executive

management is also involved in the ongoing review of cost reporting.

DO YOU BELIEVE THAT THE COST CONTROL AND MONITORING
PROCESS IS EFFECTIVE FOR CONTROLLING THE COSTS OF ETI?

Yes. Cost reporting allows management at all levels to monitor actual
costs in comparison with budget amounts. The controls resulting from
detailed budget preparation and cost reporting, combined with ongoing
management reviews, ensure that expenses and capital costs are
controlled. This control provides assurance that ETIl's costs, affiliate and

non-affiliate, are reasonable.

Il FINANCIAL SERVICES AFFILIATE CLASS

WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY?

| sponsor the Financial Services Class of affiliate services and charges to
ETI during the test year of April 1, 2012 through March 31, 2013. |
demonstrate that the services and costs of this class are reasonable and
necessary. | also show that the price charged for these services to ETl is
no higher than the price charged to other affiliates for the same or similar
services and that such prices charged represent the actual cost of the

services.
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1 Q19. WHAT ARE THE TOTAL TEST YEAR AFFILIATE CHARGES FOR THE

2 FINANCIAL SERVICES AFFILIATE CLASS YOU ARE SPONSORING?
3 A The total affiliate charges for the Financial Services Class | sponsor are
4 shown below in Table 1: Total Affiliate Charges — Financial Services
5 Class. The table shows for this class the following information:

Total Billings Dollar amount of total Test Year billings from

Total ETI Adjusted

Amount

% Direct Billed

% Allocated

ESI to all Entergy companies plus the dollar
amount of all other affiliate charges that
originated from any Entergy company. This
is the amount from Column (C) of the cost

Page 9 of 53

exhibits DSD-A, DSD-B, and DSD-C.

ETlI's adjusted amount for electric cost of
service after pro forma adjustments and
exclusions.

The percentage of the ETI adjusted Test Year

amount that was billed 100% to ETI.

The percentage of the ETI adjusted Test Year

amount that was allocated to ETI.

Table 1: Total Affiliate Charges — Financial Services Class

Total ETI Adjusted
Direct Billed | Allocated
Class Total Billings Amount Percentage | Percentage
Financial | $65,606,154 | $3,813,906 17% 83%
Services
2013 ETI Rate Case 4-598
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1 Q20. PLEASE DESCRIBE THE EXHIBITS THAT SUPPORT THE

2 INFORMATION INCLUDED IN TABLE 1.

3 A Attached to my testimony are exhibits showing, for my affiliate class, the
4 calculation of the requested recovery amount. In Exhibit DSD-A, the
5 information is shown broken down by the departments comprising the
6 class. Exhibit DSD-B shows the same information broken down by project
7 code and the billing method assigned to each project code.
8 Exhibit DSD-C shows the information by department, project code, and
9 the billing method assigned to the project code. For each exhibit, the
10 amounts in the columns represent the following information:

2013 ETI Rate Case

Column (A) -
Support

Column (B) -
Service Company
Recipient

Column (C) -

Total

Column (D) -

All Other Business Units

Column (E) -
ETI Per Books

Dollar amount of total Test Year billings and
charges from ESI to all Entergy Business
Units, plus the dollar amount of all other
affiliate charges to ETI that originated from
any Entergy Business Unit.

Dollar amount that was included in the
service company recipient allocation.
Service company recipient charges are the
cost of services that ESI provides to itself,
which in turn are charged to affiliates that
receive those services. The service
company recipient allocation process is
described in the testimony of Company
witness Tumminello.

Represents the sum of Columns (A) and (B).
That portion of Column (C) that was billed
and charged to Business Units other than

ETI.

Represents the difference between Columns
(C) and (D).
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Column (F) - Represents amounts that are excluded from

Exclusions ETI electric cost of service. The exclusions
are described in the testimony of Company
witness Tumminello.

Column (G) - Pro Forma Amounts include adjustments for

Pro Forma Amount known and measurable changes, and
corrections.

Column (H) - ETI adjusted amount requested for recovery

Total ETI Adjusted in this case for this class (Column (E) plus

Columns (F) and (G)).

In her testimony, Company witness Tumminello describes the calculations
that take the dollars of support services in Column A to the total ETI

adjusted amount shown in Column H.

ARE THERE ANY PRO FORMA ADJUSTMENTS TO THIS CLASS?

Yes. The pro forma adjustments for my class are shown on
Exhibit DSD-D, which also indicates the Company witnesses who sponsor
the pro forma adjustments. The pro forma adjustments that | sponsor
remove (a) costs during the Test Year charged to ETI in error and
(b) minor costs during the Test Year originating from departments that do
not typically provide support services to ETI but do have costs during the
Test Year as a result of minor charges to project codes with an allocation
method that distributes costs to multiple Entergy companies, including to

ETI.
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A. Overview of Financial Services Affiliate Class

PLEASE PROVIDE AN OVERVIEW OF THE FINANCIAL SERVICES
AFFILIATE CLASS.

The Financial Services Affiliate Class consists of five groups that provide
core accounting, planning, analytic, and internal audit services to the
Company. The Financial Services Class is part of the Finance Function of
the Corporate Support Family, as further depicted on Exhibits DSD-1 and
DSD-2. The accounting, planning, and analytic services include corporate
financial reporting to internal and external users, financial transaction
services, preparing and reporting financial forecasts and budgets, financial
submittals to senior management and external stakeholders (e.g., credit
rating agencies, regulatory agencies, etc.) as well as the provision of
financial advisory services and strategic analyses to facilitate informed
decision making by the Company. Many of the services provided by this
affiliate class are necessary to meet the requirements of multiple state and
federal regulatory agencies, and these services are performed by
specialized, degreed professionals. Internal audit services include
financial, operational, and information systems audits as well as project
governance reviews, risk assessments, controls consulting services, fraud
investigations, and due diligence assistance. The five groups included in
the Financial Services Affiliate Class are: (1) Chief Financial Officer
Services; (2) Controller Services; (3) Financial Processes; (4) Planning &

Financial Communications; and (5) Internal Audit Services.
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1 Q23. WHAT ARE THE MAJOR COST COMPONENTS OF THE FINANCIAL
2 SERVICES AFFILIATE CLASS?

3 A As shown on Exhibit DSD-A, the Total ETl Adjusted amount for the
4 Financial Services Affiliate Class during the test year was $3,813,906.

5 The major cost components are as follows:

Cost Components

Table 2

Total ETI

Adjusted
Cost Component Amount % of Total
Payroll and Employee $2,837,223 74%
Costs
Service Company $374,310 10%
Recipient
Outside Services $476,007 13%
Office and Employee $114,759 3%
Expenses
Other $11,608 <1%
TOTAL $3,813,906 100%

6

7 Q24. WHAT IS THE IMPORTANCE OF THESE COST COMPONENTS?

8 A | sponsor the costs shown in this table because they comprise the Total
9 ETI Adjusted amount for my class. This breakout of costs provides an
10 additional view of the components of the costs in my class. This
11 breakdown is significant, moreover, because other Company witnesses in
2013 ETI Rate Case 4-602
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this case provide additional overall support for the affiliate costs included
in several of these categories. Company witness Jennifer A. Raeder, for
instance, further supports the market competitiveness and overall
reasonableness of the compensation and employee benefits costs
included in the “Payroll and Employee Costs” component. Company
witness Tumminello explains the “Service Company Recipient” loading
process that distributes ESI operating costs, such as information
technology support and rents, to the operating companies. “Outside
Services” pertains to services provided by non-Entergy employees and
firms, such as outside consultants and vendors, consistent with the
procurement policies discussed by Company witness
Reginald T. Jackson. Company witness Thomas C. Plauché supports the
“Office and Employee Expense” costs allocated to the affiliate classes,
including to Financial Services. Because the costs in this category are for
services provided to my class, my discussion of the necessity and
reasonableness of the Financial Services Affiliate Class covers these

costs.
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1 1. Cost Trend

2 Q25. WHAT WERE THE COSTS CHARGED TO ETI BY THE FINANCIAL
3 SERVICES CLASS FOR THE 2010 - 2012 TIME PERIOD AS WELL AS
4 THE TEST YEAR?

5 A The following table shows the total affiliate O&M charges to ETI for

6 services provided by the Financial Services Class for the years 2010 —
7 2012 and the Test Year. These charges have been adjusted to remove
8 the MISO and ITC-related costs that the Company is removing from the
9 requested cost of service (as explained by Company witness
10 Michael P. Considine) as well as costs included in the nuclear and gas
11 department codes (as explained by Company witness Tumminello).

Table 3: Financial Services Class Charges
Total ETlI Amount in Thousands $
(Excludes pro forma adjustments except as described above)

2010 2011 2012 Test Year

4,069 3,723 4,202 3,971

12

13 Q26. PLEASE DISCUSS THE TREND IN THE CHARGES FOR FINANCIAL

14 SERVICES BETWEEN 2010 AND THE TEST YEAR.
15 A The charges for this class reflect a relatively stable level of costs in recent
16 years.
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2. Staffing Trend

PLEASE DESCRIBE THE STAFFING LEVELS FOR THE FINANCIAL
SERVICES CLASS OVER THE PERIOD 2010 TO 2012 AS WELL AS
THE TEST YEAR.

At December 31, 2010, there were 269 employees working in the
organizations comprising the Financial Services Class. As of
December 31, 2011, there were 283 employees in this class. As of
December 31, 2012, there were 275 employees in this class. And, at
March 31, 2013, there were 273 employees in the Financial Services

Class.

PLEASE DISCUSS THE TREND IN STAFFING LEVELS FOR THE
FINANCIAL SERVICES CLASS BETWEEN 2010 AND THE TEST YEAR.
As with the annual charges for this class, staffing levels for the Financial

Services Class have remained relatively stable in recent years.

3. Process Improvement Initiatives

SEPARATE FROM THE BUDGETING PROCESS, DOES ESI
CONSIDER OTHER MEASURES OR INITIATIVES TO CONTROL
FINANCE & ACCOUNTING-RELATED COSTS OR IMPROVE THOSE
SERVICES?

Yes. Entergy organizations are continuously identifying and evaluating

opportunities to improve productivity and streamline operations and
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implementing improvements that align with the cost improvement and

other business objectives established by management.

PLEASE DISCUSS RECENT PROCESS IMPROVEMENTS OR
INITIATIVES THAT ARE IN PLACE TO SUPPORT COST-EFFECTIVE
ACCOUNTING & FINANCE SERVICES TO ETI.

The Financial Process Improvement group has been implementing
PeopleSoft Time & Labor and PeopleSoft Absence Management for use
by the approximately 15,000 employees at the Entergy Companies. The
implementation was completed in May 2012. Financial Process
Improvement is responsible for project management, requirements
gathering, testing, training and change management. With the system
implementation, the processes to manage pay practices and paid time off
have improved. These improvements include: (1) alignment of pay week
and work week, which permits the employee to better understand his/her
paycheck and thereby reduce the number of inquiries to Payroll;
(2) automating the determination of overtime in a work week, resulting in
more consistent pay for hourly employees and minimizing exposure to
wage and hour violations; (3) capturing the premiums paid to union
employees in a timesheet that is more easily reviewed by managers in the
time approval process; (4) improving management of schedules and work
week so that changes result in the appropriate pay to the employee;

(5) facilitating the centralization of leave management through an
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improved absence management system for consistent adherence to
company leave policy; (6) eliminating the manual tracking of time off under
the Family Medical Leave Act through an improved absence management
system; and (7) improving the granularity of the various types of employee
compensation for better reporting and control over spending. These

improvements benefit all EOCs, including ETI.

IS THERE ANY GENERAL BENCHMARKING SUPPORT IN THE
COMPANY'’S FILING?

Yes. Although it does not apply explicitly to my class, Company witnesses
Michelle P. Bourg and Tumminello address benchmarking studies that
apply to ETI's costs. Ms. Bourg addresses benchmarking applicable to
ETI total company non-production O&M costs, and Ms. Tumminello

addresses benchmarking that applies at the service company (ESI) level.

BASED ON THE EVIDENCE, ARE THE COSTS OF THE FINANCIAL
SERVICES AFFILIATE CLASS REASONABLE?

Yes. The costs of the Financial Services Class are shown to be
reasonable by the combination of budget controls, cost trend, and process

improvement evidence that | have provided above.
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B. Chief Financial Officer Services Group

PLEASE DESCRIBE IN MORE DETAIL THE CHIEF FINANCIAL
OFFICER SERVICES GROUP WITHIN THE FINANCIAL SERVICES
CLASS.
The Chief Financial Officer Services group within the Financial Services
Class is comprised of the Office of the Chief Financial Officer and
Corporate Development. The Office of the Chief Financial Officer is
responsible for directing and overseeing the financial activities of the
Entergy Companies. Corporate Development provides decision support
with respect to strategic transactions.

The Office of the Chief Financial Officer should not be confused
with my position, CFO — Operations. The costs associated with my
department are included in the Controller Services group and are

described below.

1. Necessity
PLEASE DESCRIBE THE MISSION AND ACTIVITIES OF THE CHIEF

FINANCIAL OFFICER SERVICES GROUP.

The Chief Financial Officer Services group represents the services
provided by two departments: the Office of the Chief Financial Officer
(Dept FN2VP) and Corporate Development (Dept FN221). The Chief
Financial Officer is responsible for directing financial activities and

enabling the proper delivery of Finance Function services. The Chief
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Financial Officer also provides strategic direction; in particular, strategic
input affecting the financing of investments in, and returns on, assets.
Corporate Development provides financial advisory services
regarding work on mergers, acquisitions, and other financial transactions
to the business units engaged in the development and acquisition and/or

divestiture of assets within the Entergy Companies’ strategic framework.

ARE THE SERVICES PROVIDED BY THE CHIEF FINANCIAL OFFICER
SERVICES GROUP NECESSARY TO PROVIDE ADEQUATE AND
RELIABLE SERVICE TO ETI CUSTOMERS?

Yes. The Chief Financial Officer Services group’s services are necessary
for and fundamental to the proper functioning of ETI and the provision of
electric service to ETI customers. ETI could not effectively operate as a
company without these services. For instance, ETI requires services for
accounting (including corporate reporting and financial transactions), cash
management, financial and investor relations (including access to and
optimizing the use of capital markets and relations with equity and debt
providers), financial planning, internal audit, risk management, tax and
treasury management. The Chief Financial Officer Services group is
responsible for managing these accounting and finance services. The
Chief Financial Officer brings to the Entergy companies, including ETI, the
critical financial management essential to function effectively in the

business environment.
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2. Reasonableness

IS THE COST OF THE CHIEF FINANCIAL OFFICER SERVICES GROUP
REASONABLE?

Yes it is, as shown by my earlier description of cost controls and cost and
staffing trends associated with the Financial Services Class overall. The
Office of the Chief Financial Officer is the only organization providing
management oversight of the Finance Function services to ETI.
Accordingly, ETI does not duplicate these services. Further, by virtue of
the fact that ESI provides these same services to other Entergy affiliates,
ETI receives the benefit of economies of scale. In addition, centralization
enables greater specialization in services that might not be possible to the
same extent if the services were provided separately by ETI or outside

providers.

C. Controller Services Group

PLEASE DESCRIBE IN MORE DETAIL THE CONTROLLER SERVICES
GROUP WITHIN THE FINANCIAL SERVICES CLASS.

The Controller Services group within the Financial Services Class
represents one of two groups of accounting services provided by the Chief
Accounting Officer (“CAO”) Organization. The other, the Financial
Processes group, is addressed separately in this Section. A CAO

Organization Chart is included as Exhibit DSD-3. In discussing the

4-610

1336




10

11

12

13

14

15

16

17

18

19

20

21

22

2013 ETI Rate Case

Entergy Texas, Inc. Page 22 of 53
Direct Testimony of Donna S. Doucet
2013 Rate Case

Q38.

Q39.

Controller Services and Financial Processes groups, | will organize my

testimony around the individual departments within the CAO Organization.

1. Necessity
PLEASE DESCRIBE THE CONTROLLER SERVICES GROUP

WORKFORCE.

The departments included within the Controller Services group employ
accounting and finance professionals, many with professional
certifications, e.g., Certified Public Accountant, and/or advanced degrees,
e.g., Master of Business Administration. In addition, these employees

possess significant utility industry experience.

PLEASE DESCRIBE THE MISSION AND ACTIVITIES OF THE
CONTROLLER SERVICES GROUP.

The Controller Services group is comprised of the following organizations:
Office of the Chief Accounting Officer (“CAO”) (Dept FN281); CFO —
Nuclear (Depts NHQ1F, NHQF1, NHQF2, NHQF3, NHQF5 and NSAB1);
CFO - Operations (Depts DPLSF, FN2CC, FN398, FSSC1, TE3BS and
TPHY7); Utility Operations Accounting (Depts FA260, FA264 and FN295);
the Jurisdictional Finance Directors, (Depts FN2JF, FN2JG, FN2JH,
FN2JJ and FN2JK); Corporate Controller (Depts FN267 and FN2RE); and

Controller, Competitive Operations (Depts FN555 and FNGYP).
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The Office of the CAO provides accounting services to both
regulated and unregulated operations through the roles described below.
For the regulated operations, the CAO serves as Senior Vice President
and CAO for Entergy Corporation, the Entergy Operating Companies,
Entergy Operations, Inc. (“EOI”), ESI, and System Energy Resources, Inc.
For the unregulated operations, the CAQO’s roles include Senior Vice
President and/or Chief Accounting Officer for a number of unregulated
affiliates. The CAO’s activities include technical guidance related to
accounting, tax, regulatory, and industry issues; financial and regulatory
audits; and participation on special boards and committees. The CAO
also provides input on accounting matters in support of consolidating
financial results in the role as CAO for Entergy Corporation. In other
words, the primary products or deliverables provided by the CAO are
accounting oversight and strategic decision making to enable the CAO
Organization to provide accurate and timely accounting information.
Costs of the CAO are billed directly to the unregulated operations when
performing services for those companies.

CFO - Nuclear provides financial monitoring, reporting, and
performance analysis relating to current and projected business results for
nuclear operations. As ETI has no nuclear operations, pro forma
adjustments to the Financial Services Affiliate Class remove minor costs

during the Test Year originating from nuclear ESI| departments as a result
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of minor charges to project codes with an allocation method that
distributes costs to multiple Entergy companies, including to ETI.

CFO - Operations provides financial monitoring, reporting, and
performance analysis relating to current and projected business results for
the regulated utility. In particular, this group supports management control
by performing a monthly review of utility spending (current year actual and
projected) and administering the annual preparation of a five-year
spending plan for the utility.

Utility Operations Accounting is made up of Revenue Accounting
and Fuel & Generation Accounting. Revenue Accounting processes and
analyzes revenues for the regulated utility companies, including ETI.
Fuel & Generation Accounting accounts for and reports on purchased
power and nuclear and fossil fuels consumed in the electric generation
process and performs billing services for co-owned generating stations.

The Jgrisdictional Finance Directors provide jurisdiction specific
financial monitoring, performance analysis and decision support for each
of the regulated utility companies, including ETI.

Corporate Controller is made up of External Reporting and
Accounting Policy & Research. External Reporting facilitates and
prepares filings for external parties including, among others, the SEC and
FERC. External Reporting also prepares consolidated Entergy financial
statements for review by management. Accounting Policy & Research

evaluates accounting policies, performs research to determine and
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manage policy impacts on Entergy and its affiiates and makes
recommendations to the CAO.

Controller, Competitive Operations accounts for unregulated
operations by maintaining general ledgers, ensuring consistency of
accounting policies and procedures across non-regulated companies, and
supporting consolidations of financial information. As its name indicates,
this group primarily supports unregulated operations. However, in certain
instances (e.g., in the support of special projects), this organization may
provide services to the regulated operations. Only when providing
services to the regulated operations does this organization bill its time to

the regulated jurisdictions.

ARE THE SERVICES PROVIDED BY THE CONTROLLER SERVICES
GROUP NECESSARY TO PROVIDE ADEQUATE AND RELIABLE
SERVICE TO ETI'S CUSTOMERS?

Yes. The Controller Services group is needed for the proper functioning of
ETl and the provision of electric service to ETI customers. These types of
services are essential because ETI could not effectively operate without
these services. For instance, ETI, like any company, requires accounting
services in the form of corporate reporting services. Without financial
statements, ETl would be unable to provide investors or regulators
information on the financial status of the Company, thereby impacting

access to capital markets and effective regulation of ETI operations.
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The products and services of financial monitoring, reporting, and
performance analysis provide senior management and the jurisdictional
presidents with information to make informed business decisions. Without
this information, management would not be able to appropriately weigh
the benefits or consequences of business decisions, potentially damaging

the financial health of ETI to the detriment of its customers.

ARE ANY OF THE SERVICES PROVIDED BY THE CONTROLLER
SERVICES GROUP REQUIRED BY LAW OR OTHER EXTERNAL
SOURCES?
Yes. Regulatory authorities, including the SEC, FERC, state and local
regulators, stock exchanges, and lenders require financial statements and
disclosures. For example, FERC prescribes a specific system of accounts
and rules and regulations that must be observed by public utilities subject
to its jurisdiction. Because the common stock of Entergy Corporation and
the preferred stock and/or debt of the EOCs are registered with the SEC,
the Securities Act of 1933, as amended, requires that a controller or
principal accounting officer sign registration statements. This law also
requires specific financial disclosure in connection with the sale of
securities.

Furthermore, Entergy Corporation and its subsidiaries are also
subject to the disclosure requirements of the Securities Exchange Act of

1934, as amended, which include the filing of an Annual Report on SEC
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Form 10-K, Quarterly Reports on SEC Form 10-Q, Interim Reports on
SEC Form 8-K for disclosure of interim material events, and other
reporting as necessary to meet SEC requirements. The Entergy
Companies would be unable to comply with these requirements if they did
not appropriately maintain their accounting records. Further, without the
underlying accounting records, the Entergy Companies would be unable
to produce the financial and disclosure statements necessary to comply

with various regulations.

2. Reasonableness

IS THE COST OF THE CONTROLLER SERVICES GROUP
REASONABLE?

Yes. The cost control processes and cost and staffing trends | described
for the Financial Services Class support the reasonableness of these
costs. Controller Services is the only group providing accounting services
to ETI, with the exception of Financial Processes, which | discuss next,
and regulatory accounting services, which are included in the Regulatory
Support Class of services sponsored by Company witness Jay A. Lewis.
Regulatory accounting services included in the Regulatory Support Class
are driven solely by federal, state and local regulatory needs and are not
duplicated by the services provided by the CAO Organization. Because
ETI does not have a separate accounting group, ETI does not duplicate

these services.
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Further, financial monitoring, reporting, and performance analysis is
principally performed within Controller Services. Controller Services is the
only group that provides these services at the consolidated utility and
individual operating company levels. These services are not duplicated
elsewhere within ESI. ETI does not duplicate the services performed by
Controller Services.

Because ESI provides these same services to other Entergy
affiliates, ETI receives the benefit of economies of scale. In addition,
centralization enables greater specialization in services that might not be
possible to the same extent if the services were provided separately by

ETI or outside providers.

D. Financial Processes Group

PLEASE DESCRIBE IN MORE DETAIL THE FINANCIAL PROCESSES
GROUP WITHIN THE FINANCIAL SERVICES CLASS.

The Financial Processes group within the Financial Services Class
represents the second of two groups of accounting services provided by
the CAO Organization. A CAO Organization Chart is included as
Exhibit DSD-3. In discussing the Financial Processes group, | will
organize my testimony around the individual departments within the CAO

Organization as | did when describing the Controller Services group.
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1. Necessity
PLEASE DESCRIBE THE FINANCIAL PROCESSES GROUP

WORKFORCE.

Financial Processes personnel include a combination of degreed and
non-degreed employees. Many of the degreed professionals have
certifications, e.g., Certified Public Accountant, and some have advanced
degrees, e.g., Master of Business Administration. In addition, many of
these employees possess moderate to significant utility industry

experience.

PLEASE DESCRIBE THE MISSION AND ACTIVITIES OF THE
FINANCIAL PROCESSES GROUP.

The Financial Processes group provides financial transaction services to
the Entergy Companies. As shown on Exhibit DSD-3, the Financial
Processes group includes the following departments: VP, Financial
Processes (Dept FN2F1); Accounts Payable (DeptFA25F); Cash
Operations (Dept FA256); Management Reporting (Dept FA259); General
Ledger, Business Dimensions & Budget Operations (Dept FA266); Affiliate
Accounting & Allocations (Dept FA265); Miscellaneous Receivables
(Dept FA268); Payment Processing (Depts CAMIE, CAMIL, and CAMLL);
Payroll  (Dept FA272); Project Costing/Fixed Asset Operations
(Dept FA25B); Source System Accounting (Dept FA26A); and Financial

Process Improvement (Dept FN2F2).
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VP, Financial Processes department is responsible for providing
direction and oversight of fundamental financial operations.

Accounts Payable processes invoices for payment and administers
the purchasing card (a form of company charge card that allows goods
and services to be purchased without utilizing a traditional procurement
process).

Cash Operations executes funds transfers from depository
accounts to general fund accounts. It also executes funds disbursements
to satisfy corporate financial obligations and determines net cash position.

Management Reporting prepares financial reports for external and
internal use and management reports to support decision-making.

General Ledger, Business Dimensions & Budget Operations
operates the general ledger for the Entergy Companies, primarily for the
benefit of domestic regulated utility operations. This department maintains
the data tables and rules necessary to operate the Entergy Companies’
financial systems; e.g., the accounting code block and data tables. These
accounting codes are a key underpinning of accounting data supporting
the Rate Filing Package.

Affiliate Accounting & Allocations performs the accounting services
for ESI and EOI, including affiliate billing and reporting services. This
department is responsible for producing all of the accounting information

that is being filed in support of the affiliate costs in this proceeding.
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Miscellaneous Receivables invoices external customers for those
amounts owed for goods or services rendered other than utility bills or
inter-company billings.

Payment Processing handles the receipt of customer payments for
energy services provided by the regulated qtility companies including ETI.

Payroll processes, accounts for, and reports on payroll primarily for
the domestic regulated utility company employees.

Project Costing/Fixed Asset Operations accounts for and reports on
assets under construction and fixed assets and maintains detailed asset
and depreciation records.

Source System Accounting monitors and performs process controls
for source system transactions to ensure the accuracy of the underlying
data generated.

Financial Process Improvement enhances operational execution
and efficiency through project management of process improvements and
technology implementation. As previously discussed, this group
completed in mid-2012 a multi-year, company-wide implementation of a

time reporting and absence management system.
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ARE THE SERVICES PROVIDED BY THE FINANCIAL PROCESSES
GROUP NECESSARY TO PROVIDE ADEQUATE AND RELIABLE
SERVICE TO ETI'S CUSTOMERS?

Yes. The Financial Processes group is needed for the proper functioning
of ETI and the provision of electric service to ETI customers. These types
of services are essential because ETI could not effectively operate without
these services. For instance, ETI, like any company, requires accounting
services in the form of financial transaction services. Without transaction
services, employees and vendors would not be paid, making them
unwilling to provide services in support of day-to-day utility company
operations. In the absence of a payment processing function, customer
payments would not be timely and accurately recorded, resulting in
inaccurate bills and customer dissatisfaction. ETI would have to perform

these services if they were not provided by ESI.

ARE ANY OF THE SERVICES PROVIDED BY THE FINANCIAL
PROCESSES GROUP REQUIRED BY LAW OR OTHER EXTERNAL
SOURCES?

Yes. As | stated in my discussion of Controller Services, regulatory
authorities, including the SEC, FERC, state and local regulators, stock
exchanges, and lenders require financial statements and disclosures. The
Securities Act of 1933, as amended, requires specific financial disclosure

in connection with the sale of securities.
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Furthermore, Entergy Corporation and its subsidiaries are also
subject to the disclosure requirements of the Securities Exchange Act of
1934, as amended, which include the filing of an Annual Report on SEC
Form 10-K, Quarterly Reports on SEC Form 10-Q, Interim Reports on
SEC Form 8-K for disclosure of interim material events, and other
reporting as necessary to meet SEC requirements. The Entergy
Companies would be unable to comply with these requirements if they did
not appropriately maintain their accounting records. Further, without the
underlying accounting records, the Entergy Companies would be unable
to produce the financial and disclosure statements necessary to comply

with various regulations.

2. Reasonableness

IS THE COST OF THE FINANCIAL PROCESSES GROUP
REASONABLE?

Yes. The cost control processes and cost and staffing trends | described
earlier for the Financial Services Class support the reasonableness of
these costs. Financial Processes is the only group providing accounting
services to ETI, with the exception of Controller Services, which |
discussed previously, and regulatory accounting services, which are
included in the Regulatory Support Class of services sponsored by
Company witness Lewis. Regulatory accounting services included in the

Regulatory Support Class are driven solely by state and local regulatory
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