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WHAT EVIDENCE SUPPORTS YOUR OPINION THAT THE COST OF
THIS METER READING BUSINESS FUNCTION IS REASONABLE?

First, to aggressively control meter reading cost drivers, competitive
bidding techniques have been utilized. Second, the use of a single central
support group enables the EOCs to reduce overall meter reading support
staffing levels and allows the use of a single meter reading system.
Without this arrangement, each EOC would be required to have its own
meter reading system, creating redundant systems and support groups
that would require multiple interfaces with the Customer Information
System. Also, the single support group fosters negotiating power because
the third-party suppliers that support ETI also provide meter reading
services to other EOCs.

It is critical to retain viable third-party meter reading suppliers and
corresponding service level agreements in order to achieve the optimum
balance between cost and performance (e.g., reading accuracy, minimal
complaints/positive public acceptance). To reach this balance, ETI MRO
contracts were renegotiated in 2012. At that time, contracts were awarded
to the low bidder. These contracts went into effect in June 2012 and
remain in place today. During the benchmark year, the combined EQCs’
total meter reading expense per customer was $8.61. This cost is in the
4th quartile when compared with data reported by First Quartile Consulting

(as shown in Exhibit PNS-4).
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First Quartile includes companies that have automated meter

2 reading as well as manual meter reading. In contrast, meter reading in
3 ETl is performed primarily manually. Because ETI has a relatively large
4 rural service territory, the meter reading routes have lower customer
5 counts in some areas and require driving distance between meters.
6 Consequently, this low-density territory (ETI) will typically have higher
7 costs per read than more densely populated urban utilities.
8
9 Q94. DID THE SERVICES PROVIDED BY THIS BUSINESS FUNCTION
10 DUPLICATE SERVICES PROVIDED BY OTHER CLASSES OF
11 SERVICES OR BY DEPARTMENTS WITHIN ETI?
12 A No. Although both ESI and ETI employees were involved in MRO, the
13 employees did not perform the same activities. The cost for these ESI
14 activities was captured in various project codes that were available only to
15 ESI employees. ETI employees did not charge to these projects and did
16 not duplicate any of the activities performed by ESI employees.
17 '
18 IV. . TEST YEAR COSTS FOR THE RETAIL OPERATIONS CLASS
19 Q95. PLEASE BRIEFLY DESCRIBE THE ORGANIZATION OF THE RETAIL
20 OPERATIONS CLASS.
21 A The Retail Operations Class consists of various functions within the
22 Customer Experience Department of ESI. These functions consist of:
23 (1) the Office of the Vice-President of Customer Experience; (2) groups
2013 ETI Rate Case 5-640
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focused on sales and servicing of large industrial customers and national
business chains (Major and National Accounts); (3)a Lighting team
focused on new lighting products, program management, and technical
support; (4)a group focused on customer program development,
customer program management and technical support, which also
includes a forecasting group providing retail sales forecasts, weather
normalization and economic and sales variance analyses (Marketing);
(5)a group responsible for development of customer experience
strategies, including providing research and customer data analytics
(Customer Experience Strategy and Market Support); and (6) other ESI
employees who are included from a headcount and budget location
perspective but have no financial impact on ETI since none of their costs
are allocated to ETI. | will describe the types of services provided by each

of these groups in greater detail later in my testimony.

WHERE DOES THE RETAIL OPERATIONS CLASS FIT INTO THE
OVERALL ESI STRUCTURE?

As | explained earlier, Exhibits PNS-1 and PNS-2 are organization charts
that show the Families, Functions, and Classes providing support to ETI,
including the Retail Operations class. The Retail Operations class is part
of the Customer Service Function in the Operations  Family.
Exhibit PNS-3 provides an organizational chart for the ESI| sales and

marketing groups that support the Retail Operations class of service.
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WHAT BILLING METHODS DO YOU USE TO SUPPORT THE
AFFILIATE COSTS IN THE RETAIL OPERATIONS CLASS?

The Retail Operations affiliate costs, and the corresponding billing
methods are found in my Exhibits PNS-A, Exhibit PNS-B, Exhibit PNS-C,

and Exhibit PNS-D.

PLEASE DESCRIBE THE ORGANIZATIONS REPRESENTED IN THE
RETAIL OPERATIONS CLASS NOTED IN YOUR EXHIBITS PNS-A
THROUGH PNS-D.

The Retail Operations class is comprised of costs from the services
provided to ETI by the sales and marketing functions within the Customer
Experience Department of ESI, including, as noted above, the Major and
National Account Sales, Lighting, Marketing, Customer Experience

Strategies and Marketing Support and Wholesale Business organizations.

PLEASE DESCRIBE THE TYPES OF WORK PERFORMED BY THE
MAJOR ACCOUNT SALES ORGANIZATION FOR THE MAJOR
ACCOUNT MARKET.

The Major Account Sales Organization’s primary task is to serve as a
single point of contact between the largest industrial customers and the

EOCs.” Examples of customers or industries within this market are:

10

Major accounts for ELL, EGSL, and ENOI were moved to Louisiana jurisdictional Commerecial

and Industrial Accounts in February 2013.
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chemical plants, petrochemical refineries, pipelines, pulp and paper, and
steel manufacturers. The services provided to these customers by the
Major Accounts team include developing and implementing account plans,
overseeing the sales process, coordinating customer service reliability,
resolving complex billing issues and responding to billing statement

inquiries.

PLEASE DESCRIBE THE TYPES OF WORK PERFORMED BY THE
NATIONAL ACCOUNT MARKET.

The National Account Market's primary task is to serve as a single point of
contact between the multi-state commercial customers and the EOCs,
including ETI. Customers in this market include national chains in a broad
range of consumer/leisure industries such as retail stores,
communications, supermarkets, drug stores, and restaurants. The
services provided to these customers by the National Accounts team
include managing national business chains through overseeing the sales
process, coordinating customer service reliability, monitoring construction

of electrical facilities to serve new sites, and resolving billing inquiries.

PLEASE DESCRIBE THE TYPES OF WORK PERFORMED BY THE
LIGHTING GROUP.
The Lighting team’s primary task is to plan, develop, implement and offer

streetlight and private area lighting services to customers to meet roadway
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and security lighting needs. Responsibilities include development and
implementation of processes and policies to drive operational efficiencies
and ensure service commitments are met, customer research,
development and implementation of lighting products and tariffs, and
development and execution of programs to offer and provide lighting
services to customers. Team members are also assigned a specific storm
duty to support restoration of services and provide timely, accurate and

relevant information to customer during major storm events.

PLEASE DESCRIBE THE TYPES OF WORK PERFORMED BY THE
MARKETING GROUP.

The Marketing Group’s primary tasks include increasing customers’
awareness about products available to them; making it simple for
customers to sign up for such services, especially online; managing
program development activities related to products such as customer
billing and payment options (i.e., budget billing, draw-draft, pay-by-phone,
and pick-a-date); identifying and managing the customer web channel My
Account and the Entergy App; supporting SalesPage (customer
relationship management tool); managing the customer email programs to
keep customers informed about saving money and customizing their
account services; managing customer newsletters (e.g., Powerful
Solutions Online (content subscribership and energy library with an “Ask

an Expert” hotline); forecasting activities such as the development and
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monitoring of sales forecasts; and providing technical service activities

such as engineering support to managed accounts.

PLEASE DESCRIBE THE TYPES OF WORK PERFORMED BY
CUSTOMER EXPERIENCE STRATEGIES AND MARKETING
SUPPORT.

The Customer Experience Strategy and Market Support Groups’ primary
tasks include development of customer experience strategies, derived
from direct customer research and feedback, that deliver positive
customer experiences. This research leads to concept development.
These concepts are then tested with customers to further refine the
product or service. Continued customer feedback is sought to validate
product direction towards meeting customer needs. Business cases are
then created to validate the cost effectiveness of development of new
customer products and services. Upon customer validation and business
case approval, products/services are moved to final development and
implementation. Continued tracking and monitoring are necessary to
ensure successful deployment, ensure customer satisfaction and
experience, as well as meeting business objectives. Market Support
conducts the customer satisfaction research needed to track the
effectiveness of ETI's service delivery and assess customers’ overall
perception of ETl. Market Support also conducts research to enhance

delivery of services for customers, including customer testing of new
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concepts through focus groups, online panels, usability testing, along with
saturation studies to assist in planning for load growth, and providing data
compilation and evaluation such as sales data reports for all EOCs.
Market Support provides research support for syndicated studies in which
ETI participates, such as J.D. Power and Associated Residential and

Business Electric Utility Benchmark Studies.

PLEASE DESCRIBE THE TYPES OF WORK PERFORMED BY THE
WHOLESALE BUSINESS GROUP.

The Wholesale Business Group’s primary tasks include managing
activities of EOCs, including ETI, with wholesale customers such as
administering full or partial requirements wholesale supply agreements,

energy sales agreements, co-owner agreements and wholesale assets.

PLEASE DESCRIBE THE TYPES OF WORK PERFORMED BY ANY
OTHER GROUPS INCLUDED IN THE RETAIL OPERATIONS CLASS.

Other ESI employees included from a headcount perspective provide
customer service support for Louisiana customers; however, no costs for

these employees are allocated or directly charged to ETI.
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1 A. Test Year Affiliate Charges

2 Q106. WHAT IS THE TOTAL ETI ADJUSTED AMOUNT OF AFFILIATE COSTS
3 THAT YOU SUPPORT FOR THE RETAIL OPERATIONS CLASS?

4 A The Total ETI Adjusted amount requested for the Retail Operations class

5 is $1,326,698. Of this amount, ESI directly billed 32% and allocated 68%
6 to ETI. Table 13 below shows the following information for this class:
7 Table 13 -
8 Total ETI Adjusted Requested Amount for Retail Operations Class
Total ETI Adjusted
Total % %
Class Billings Amount Direct Allocated
Retail $18,114,030 | $1,323,698 | 32% 68%
Operations
9 The following summarizes the information for Retail Operations
10 shown in Table 13:

2013 ETI Rate Case 5-647 2205
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Total Billings

Total ETI Adjusted
Amount

% Direct Billed

% Allocated

Page 73 of 93

Dollar amount of total Test Year billings from
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
exhibits PNS-A, PNS-B, and PNS-C.

ETl'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.

2 Q107.PLEASE DESCRIBE THE EXHIBITS THAT SUPPORT THE

10

11

2013 ETI Rate Case

INFORMATION INCLUDED IN THE RETAIL OPERATIONS CLASS OF
AFFILIATE COSTS TO ETI.

In  Exhibit PNS-A, the information is shown broken down by the
departments comprising the Retail Operations class. Exhibit PNS-B
shows the same information broken down by project code and the billing
method assigned to each project code. Exhibit PNS-C shows the
information by class, department and project code. The information
presented in each column is described above regarding the similar

exhibits to the Customer Service Operations class.
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In her Direct Testimony, Company witness Tumminello describes
the calculations that take the dollars of support services in Column A to

the per books numbers shown in Column H.

ARE THERE ANY PRO FORMA ADJUSTMENTS AFFECTING THE
RETAIL OPERATIONS CLASS?

Yes. Pro forma adjustments totaling $(24,439) in the Retail Operations
class are shown on my Exhibit PNS-D, which also indicates the Company

witnesses who sponsor the pro forma adjustments.

WHAT ARE THE MAJOR COST COMPONENTS OF THE CHARGES
FOR THE RETAIL OPERATIONS CLASS?
The major cost components of the total ETI adjusted amounts for the

Retail Operations class are shown in Table 14 as follows:

5-649

2207




Entergy Texas, Inc. Page 75 of 93
Direct Testimony of Phillip N. Sharp
2013 Rate Case

3

4 Q110.

10
11
12
13

14

Table 14 -
Retail Operations Class Test Year Cost Components
% of
Cost Component Cost ($) Total
Payroll & Employee 845.035 64%
Costs ’
Outside Services 243,320 18%
Office & Employee 74 690 6%
Expenses '
Service Company 101.057 8%
Recipient ’
Other 59,594 5%
Total™ 1,323,698 100.0%

WHAT IS THE PURPOSE OF THIS TABLE AND ITS COST
CATEGORIES?

I sponsor the costs shown in Table 14 because they comprise the total
ETIl adjusted requested amount for the Retail Operations class. This
breakout of costs sets forth the components of the costs in this class.
Other witnesses in this case may also provide support for these costs
because they address the corporate structures and practices that underlie
these costs. For example, Table 14 demonstrates that 64% of the costs
are labor-related costs (“Payroll & Employee Costs”). Company witness
Raeder discusses the reasonableness and necessity of compensation and

benefits costs. The “Service Company Recipient’ expenses pertain to

1

2013 ETI Rate Case

May not total due to rounding.
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costs that ESI provides to itself, such as information technology, office
rent, office support and human resources. These costs are spread to all
affiliate classes as is explained by Company witness Tumminello.
Company witness Plauché discusses the “Office & Employee Expenses”
category, which covers the costs of maintaining work spaces and office
supplies. “Outside Services” pertains to services provided by non-Entergy
employees and firms, such as outside consultants and vendors. Costs
associated with this category include third-party vendor costs for items
such as customer satisfaction survey and website material for Ensight.
The “Other” category captures such costs as industry and association
dues, the design and printing of informational brochures and bill inserts,
copying and printing costs, vendor costs for customer research support,
and vendor costs to produce an electronic newsletter for managed

account customers.

WHAT IS THE BASIS FOR ALLOCATING THE RETAIL OPERATIONS
CLASS AFFILIATE COSTS TO ETI?

The ETI affiliate costs are made up of services that are charged to one or
more project codes. As Company witness Tumminello explains in her
Direct Testimony, only one biling method is assigned to each project
code. Any organization performing work associated with a project code
will bill its work to that project code, but regardless of the organization that

does the work, the billing method for all work done on that project code
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remains the same. The billing method for the project code is based on
cost causation. The practice of assigning and using one billing method for
each project code based upon cost causation assures that the price billed
to ETI for the service provided under the project code is no higher than the
price charged to other affiliates for the same or similar services and
represents the actual costs of the service. Company witness Tumminello
provides a complete listing of billing methods, method numbers, project
titles, descriptions, families, and percentages by Affiliate Company. As
charges are incurred in the Retail Operations class, they are billed to the
appropriate project code, allocated based upon the applicable billing

method, and then billed to each affiliate, including ETI.

WHAT WERE THE PREDOMINANT BILLING METHODS USED FOR
THE RE:FAIL OPERATIONS CLASS OF SERVICE?

The predominant billing methods were “MACCTALL,” “‘DIRECTTX,”
“‘CUSTEGOP” and “MACCTNLA.” For the Test Year, these four billing
methods represented 93% of the Total ETI Adjusted charges to ETI for the

Retail Operations class.
PLEASE DESCRIBE BILLING METHOD “MACCTALL.”

Billing method “MACCTALL" represents costs billed for managed accounts

allocated based on the number of retail managed accounts.
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WHY IS THIS BILLING METHOD “MACCTALL” APPROPRIATE?

Projects billed under this billing method represent projects for which the
benefit is proportional to the number of accounts that have to be
managed. An example is Project Code E1PCR56226, which captures
costs associated with assisting Entergy’s industrial and commercial
customers in evaluating the technical, operational and financial
attractiveness of alternate energy supply and demand options. This billing
method appropriately recognizes the cause of the cost incurred for this

service and the benefit received from this service.

PLEASE DESCRIBE BILLING METHOD “DIRECTTX.”
Billing method “DIRECTTX’ represents costs billed 100% to ETI.
DIRECTTX is used to allocate costs that benefit ETI customers only and

are directly charged to ETI customers.

WHY IS BILLING METHOD “DIRECTTX” APPROPRIATE?

Projects billed under this billing method are those for which ETl is the sole
beneficiary. An example is Project Code F3PCRJRACT, which captures
costs associated with the overall }mplementation of the account
management function with the Major Accounts Sales and the National
Accounts Sales and Services groups serving the ETI jurisdiction. This
billing method appropriately recognizes the cause of the cost incurred for

this service and the benefit received by ETI from this service.
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PLEASE DESCRIBE BILLING METHOD “CUSTEGOP.”
Billing method “CUSTEGOP” allocates charges based on a 12-month
average for the number of residential, commercial, industrial,

governmental and municipal customers for all EOCs.

WHY IS THIS BILLING METHOD “CUSTEGOP” APPROPRIATE?

Projects reflected under this billing method represent projects from which
customers of all EOCs benefit. An example is Project Code
F3PPREALL2, which captures costs associated with the operation of the
Market Support Group on behalf of all EOC customers. Costs are driven
by the surveying of customers and analysis of customer feedback
throughout the EOCs’ respective systems (including ETI) in order to
understand the perceptions, wants, and needs of customers the EOCs
serve. Benefits of these costs are proportionate to the relative number of

customers served by all EOCs.

PLEASE DESCRIBE THE BILLING METHOD “MACCTNLA.”
Billing method “MACCTNLA” captures costs associated with the overall
implementation of the Accounts management function with the National

Accounts/Key Accounts group excluding Louisiana.
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WHY IS THIS BILLING METHOD “MACCTNLA” APPROPRIATE?

The costs charged to this project code support the customer service
functions of the system and, to a large extent, are driven by number of
retail managed accounts. These activities are specifically related to
support of Entergy’s commercial and industrial customer accounts. All
costs associated with the maintenance of Entergy’'s C&l| accounts
excluding Louisiana should be allocated based on the number of managed
accounts. Therefore, the appropriate billing method is MACCTNLA, which
allocates costs based on the number of retail managed accounts
excluding Louisiana. An example is Project Code F3PCR12602, which
captures costs capture and manage costs associated with the supervision
and overall management of the Regulated Retail Commercial & Industrial
organization. This billing method appropriately recognizes the cause of

the cost incurred for this service and the benefit received from this service.

HAVE YOU DETERMINED THAT THE COSTS REFLECTED IN THE
FOUR PREDOMINANT BILLING METHODS ASSOCIATED WITH THIS
CLASS HAVE BEEN BILLED APPROPRIATELY?

Yes. | have reviewed each of the project codes and associated billing
methods. The costs reflected by the three billing methods are consistent
with and reflect the services captured in each respective project code.

The unit price charged to ETI as a result of the application of these billing
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methods is no higher than the unit price charged to other affiliates for the

same or similar service and represents the actual cost of the services.

YOU HAVE ADDRESSED 93% OF THE TOTAL ETI ADJUSTED COSTS
ASSOCIATED WITH THIS CLASS. PLEASE ADDRESS THE
REMAINING 7%.

A number of other project codes and different billing methods were used
for the remaining 7% of such costs. The remaining project codes and

billing methods are set forth in my Exhibit PNS-C.

HAVE YOU DETERMINED THAT THE APPROPRIATE PROJECT
CODES AND BILLING METHODS WERE USED FOR THE REMAINING
7% OF TOTAL ETI ADJUSTED COSTS ASSOCIATED WITH THIS
CLASS?

Yes. | have reviewed each of the project codes and associated billing

methods used for the remaining 7% of Total ETI Adjusted costs

associated with this class and they are reasonable. The costs associated

with the remaining billing methods are consistent with and reflect the
services captured in each respective project code. The unit price charged
to ETI as a result of the application of these billing methods is no higher
than the unit price charged to other affiliates for the same or similar

service and represents the actual cost of the services.
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DO THE SERVICES PROVIDED BY THIS CLASS OF SERVICES
DUPLICATE THE SERVICES PROVIDED BY OTHER CLASSES OR BY
DEPARTMENTS WITHIN ETI?

No. Although both ESI and ETI employees participate in performing Retail
Operations services, they do not perform the same activities. The
management oversight of these programs was performed by ESI and the
cost was captured in various project codes that can be charged only by
ES! employees. ETI employees do not charge to these projects and do

not duplicate any of the activities performed by ESI employees.

B. Budget Processes and Controls

PLEASE DESCRIBE THE BUDGETING PROCESS USED TO CONTROL
COSTS FOR THE RETAIL OPERATIONS CLASS.

Each group within Retail Operations develops an initial budget estimate
for contractor services, miscellaneous general expenses (primarily
membership, association and affiliation dues for industry organizations),
other direct costs, employee expenses, relocation, telecommunication,
office and general, and rental. The estimates are based on specific
projects expected to occur within the next budget cycle. These categories
are compared to expenditures in previous periods to gauge
reasonableness. Any significant projected increases are subject to close

scrutiny to confirm the expenses are necessary.
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The labor-related expenses (payroll and payroll loaders and
allocations) and service company billings are then input to the budget
proposal via the accounting department and are not controlled or adjusted
by the sales and marketing functions within the Customer Experience
Department. These labor-related expenses make up a large percentage
of sales and marketing function’s annual budget.

After the initial compilation, the budget is presented to management
and subject to modification and adjustment. During this phase, the
budgeted amounts are subject to significant review, justification, challenge
and adjustment. After all adjustments are made, the budget is input to the

accounting system.

IS COMPLIANCE WITH THE BUDGET MONITORED?

Yes. Cost reports are provided to ETI organizations through various cost
reporting systems. Each organization’s management reviews actual
charges and compares them to the budget. The process of reviewing
variance reports is performed on a monthly and year-to-date basis. Each
organization’s management is held accountable for its organization’s
budget and must explain variances between the actual and budgeted
amounts. For further description of the cost reporting process for actual
verses budgeted amounts, see Company witness Donna S. Doucet's

Direct Testimony.
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1 C. The Services and Charges Are Reasonable and Necessary
2 Q127. PLEASE STATE THE DOLLAR AMOUNTS OF THE ACTUAL CHARGES
3 TO ETI FOR THE RETAIL OPERATIONS CLASS FOR EACH OF THE
4 PAST THREE YEARS AND THE TEST YEAR.
5 A Table 15 shows the ETI portion of the Retail Operations O&M costs for
6 2010-2012 and the Test Year. These charges have been adjusted to
7 remove the MISO and ITC-related affiliate costs that the Company is
8 removing from the requested cost of service (as explained by Company
9 witness Considine), as well as the nuclear and gas department codes (as
10 explained by Company witness Tumminello).
11 Table 15 -
Trend of ETI Portion of the Retail Operations Charges
(excludes pro formas except as described above)
ETI
Portion of
Retail 2010 2011 2012 Test Year
Operations
Total ETI $1,349,826 | $1,373,637 | $1,394,549 $1,336,535
Charges
12
13  Q128. PLEASE EXPLAIN THIS TREND.
14 A This trend indicates a stable level of spending for the Retail Operations
15 class over the past three years. The slight increases in 2011 and 2012
16 are attributable to expanded focus on various customer desired options for
17 contacting the Company, particularly through web or digital channels. The
2013 ETI Rate Case 5-659
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expanded opportunity to interact with ETI via the ETI web page has been
very positively received by ETI's customers. Decreases are attributable to

process improvements and cost containment initiatives.

ARE THE SERVICES PROVIDED BY THE RETAIL OPERATIONS
CLASS NECESSARY TO ETI'S OPERATIONS?

Yes. As | have previously described, the services provided by ESI
personnel are essential to ETI's retail operations in that they enable ETI to
meet its customers’ current needs and prepare to meet future customer
expectations. If these services were not provided by centralized
organizations, they would have to be duplicated in each of Entergy’s

jurisdictions.

ARE THE COSTS OF THE RETAIL OPERATIONS CLASS
REASONABLE?

Yes. As referenced in Table 6 described above, the FERC Form 1
benchmark study showing the average customer service cost per
customer includes both ETI non-affiliate and affiliate costs. There is no
readily available benchmarking study that deals separately with
non-affiliate and affiliate costs. As set forth in this comparison, ETI
compares very favorably among the 21 utilities included in the benchmark
study. This study supports the reasonableness of the cost of the Retail

Operations class as a component of ETI’s customer service costs.
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1 Q131. WHAT OTHER EVIDENCE SHOWS THE REASONABLENESS OF

2 THESE AFFILIATE COSTS?

3 A ESI employee headcount provides an indicator of cost management within

4 the Retail Operations class. When comparing the ESI employee count

5 from 2010-2012 and the Test Year, the study demonstrates that the

6 employee count stayed relatively stable without any major increase to

7 staffing despite a concerted effort to improve processes associated with a

8 customer experience focus. Table 16 below shows the yearly employee

9 headcount comparison.
10

Table 16 —
Affiliate Employee Headcount Comparison
Retail Operations Class
2010-2012 and Test Year
2010 | 2011 | 2012 | Test Year
Retail Operations
Employee Headcount 77 80 81 81
11
12 Q132. WHAT CONCLUSION DO YOU REACH FROM THE EMPLOYEE
13 COUNT COMPARISON NOTED IN TABLE 16?
14 A. The table above shows that the ESI employee count for the Retail
15 Operations class has been stable, increasing only slightly to maintain the
16 operations necessary to manage the customer service activities and
2013 ETI Rate Case 5-661
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4 Q133.

10
11
12
13
14
15
16
17
18
19
20
21
22

23

2013 ETI Rate Case

provide quality customer service with initiatives aimed at improving

customer experience.

WHAT PROCESS IMPROVEMENTS DID THE COMPANY IMPLEMENT
TO REDUCE ITS COSTS IN PROVIDING SERVICE?

The Company implemented general process improvements during the
Test Year in the sales and marketing functions, which account for most of
the dollars attributable to the Retail Operations class, to better serve its
customers.

For example, the National Accounts team implemented a process
to provide information to national accounts customers during major outage
events (Hurricanes Gustav and lke, for example) using electronic
channels such as daily emails and text messaging with restoration
progress (outage map images from the Entergy website) allowing
customers to more effectively plan their operations. Research revealed
that many customers prefer alternative eChannels in order to interact with
us. Several departments within Customer Experience have worked to
make alternative self-service channels available to customers 24/7.

In addition, the Company enhanced the features of outage texting
and its View Outage map to provide more information to customers to
obtain outage information quicker and 24/7, without the need to call a
CSR. In most cases, the Company notifies them before they reach out to

us. This service provides customers convenience and the ability to

5-662
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conduct business outside normal business hours and helps them make

2 decisions during critical periods. This group has also implemented ways
3 to make it easier for customers to sign up for services through electronic
4 channels (online) through the use of ‘intelligent login.” This helps
5 customers get to the right place to sign up for programs of interest by
6 minimizing navigation confusion.
7
8 V. CUSTOMER SERVICE OPERATIONS CAPITAL ADDITIONS
9 Q134. WHAT IS THE PURPOSE OF THIS SECTION OF YOUR TESTIMONY?
10 A As part of this rate case, ETl is seeking to include Customer Service
11 Operations capital additions in its rate base. In this section of my
12 testimony, | address those capital additions.
13
14 Q135. WHAT IS THE TIME PERIOD FOR THESE CUSTOMER SERVICE
15 OPERATIONS CAPITAL ADDITIONS?
16 A ETl is seeking to add to rate base those Customer Service Operations
17 projects closed to plant in service on ETI's books during the period starting
18 on July 1, 2011 and ending on March 31, 2013. The starting date for this
19 period is the day after the end of the test year in the most recent base rate
20 case affecting the Company, Docket No. 39896 (for which the test year
21 ended on June 30, 2011). The ending date for this period is the end of the
22 test year in this current rate case.

2013 ETI Rate Case
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Q136. WHAT TYPES OF CUSTOMER SERVICE OPERATIONS CAPITAL

2 ADDITIONS DO YOU SUPPORT?
3 A I support the General and Intangible capital additions that were necessary
4 for the Customer Service Operations functions.
5
6 Q137. WHAT IS THE TOTAL DOLLAR AMOUNT OF THE CUSTOMER
7 SERVICE OPERATIONS CAPITAL ADDITIONS?
8 A The total dollar amount closed to plant in service of Customer Service
9 Operations related General and Intangible capital additions for ETI starting
10 on July 1, 2011 through March 31, 2013 is $105,699.
11 Table 17 summarizes the Customer Service Operations projects
12 closed to plant in service. Exhibit PNS-5 provides details of all Customer
13 Service Operations projects closed to plant in service on ETI's books
14 during that period.
2013 ETI Rate Case 5-664
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Table 17 —~ Summary Customer Service Operations Dollars

2 Closed to Plant in Service July 1, 2011 — March 31, 2013

Projects Dollars Closed to Plant

CE Keep Me Informed Release 1 $17,549

2012 CMS Customer/Partner Self Service

Enhancement $41,458

2012 CMS Customer Mgmt System

Enhancement $12,391

2012 CE Keep Me Informed Release 2 $20,430

2012 CE Save Me Money Release 2 $13,872

Total $105,699

3

4 Q138.PLEASE DESCRIBE THE INFORMATION PROVIDED ON

5 EXHIBIT PNS-5.
6 A This exhibit includes the following information for each project:
7 Column A Project Code
8 Column B Project Code Description
9 Column C  Asset class
10 Column D  In service date
11 Column E  Asset location description
12 Column F  State location
13 Column G Business Unit (“BU")
14 Column H  Non-Affiliate Charges Excluding Capital Suspense
15 and Reimbursements

2013 ETI Rate Case 5-665 2223
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11
12

13
14

15
16
17

18
19
20
21
22
23

24
25
26

27
28

29

30 Q139. EXHIBIT PNS-5

31
32
33 A.
34
2013 ETI Rate Case

Column |

Column J

Column K

Column L

Column M

Column N

Column O

Reimbursements

Represents capital suspense overhead costs
associated with administrators, engineers and
supervisors to the capital projects for which they
provide services. Each function charges their capital
suspense to a “Capital Suspense” project, which is
then allocated out to the appropriate capital projects.
Capital Suspense costs and the subsequent
allocation is separated by BU and function
combination to more accurately match such costs on
the actual projects worked on for each function within
a BU.

Represents the portion of capital suspense overhead
costs (in Column J) from an affiliate.

Represents the portion of capital suspense overhead
costs (in Column J) that are charged to the project by
ETIl employees.

Represents charges incurred by the ESI service
company and allocated out to the appropriate BUs
based on the ESI billing method assigned to the
project plus loaned resource charges incurred at one
BU and charged to another BU for services rendered
on behalf of that BU.

Represents the total affiliate portion of the charges
included in Column O, and is the total of Columns K,
and M.

Represents the total amount of capital additions
closed to plant in service.

INCLUDES AFFILIATE COSTS. ARE THOSE

AFFILIATE COSTS NECESSARY TO IMPLEMENT PROJECTS IN

SUPPORT OF THE CUSTOMER SERVICE OPERATIONS FUNCTION?

Yes. These Customer Service Operations projects are undertaken as

System-wide efforts, and therefore, by necessity, include affiliate costs.

5-666

2224




Entergy

Texas, Inc. Page 92 of 93

Direct Testimony of Phillip N. Sharp
2013 Rate Case

1 Q140.

10

11

12

13

14 Q141.
15

16

17 A
18

19

20

21

22

23

2013 ETI Rate Case

WHAT IS THE DIFFERENCE BETWEEN THE AFFILIATE CHARGES
YOU DISCUSSED IN THOSE PORTIONS OF YOUR TESTIMONY
ADDRESSING THE CUSTOMER SERVICE OPERATIONS CLASS OF
SERVICES AND THE AFFILIATE CHARGES YOU DISCUSS IN THIS
SUBSECTION?

The affiliate charges for the Customer Service Operations class of
services discussed in Section Ill of my testimony include only O&M
affiliate charges during the test year. In contrast, the affiliate charges in
this section refer to capital charges that were closed to plant in service
from July 1, 2011 through March 31, 2013. The same budgeting, billing,
and cost control measures | discuss in Section lll apply equally to the

affiliate charges that are capitalized.

WERE THE OVERALL ETI AND AFFILIATE CAPITAL COSTS FOR THE
CUSTOMER SERVICE OPERATIONS CLASS REASONABLE AND
NECESSARY?

Yes. The various projects were necessary to enable the effective
performance of ETI's Customer Service Operations functions. These
projects are associated with Entergy’s efforts to improve customer
experience and to ensure that the systems through which customers
interact with the EOCs are up-to-date. The customer experience
initiatives fall under two overall umbrellas: Keep Me Informed and Save

Me Money.

5-667
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10

11
12 Q142.

13 A

2013 ETI Rate Case

Enhancements to the Call Management System (‘CMS”) were
necessary to upgrade the Avaya call management platform to more
current software release versions. The Avaya upgrade project was
completed in 2012.

Company witness Julie F. Brown discusses the overall
reasonableness of IT costs obtained at competitive market rates, and IT
costs acquired in the Customer Service Operations class were acquired in
a similar manner. In addition, for projects where hardware was required,

ESI used a competitive bidding process to minimize acquisition costs.

Vi.  CONCLUSION

DOES THIS CONCLUDE YOUR PREPARED DIRECT TESTIMONY?

Yes, at this time.

5-668
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