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1 I. POSITION AND QUALIFICATIONS

2 Q1. PLEASE STATE YOUR NAME AND BUSINESS ADDRESS.

Page 1 of 21

3 A. My name is Jay Joyce. My business address is Expergy®, 325 N. St. Paul

4 Street, Dallas, Texas, 75201.

5

6 Q2. WHAT SERVICES DOES EXPERGY OFFER?

7 A. Founded in 2008, Expergy provides expert consulting services to the

8 energy and utility industries. These services include utility rate design,

9 cost allocation, cash working capital studies, depreciation and valuation

10 studies, rate case assistance, expert testimony, and other related

11 consulting services.

12

13 Q3. WHAT IS YOUR POSITION WITH EXPERGY?

14 A. I am president of the firm. My client responsibilities include preparing and

15 presenting analyses relating to pricing and rate design matters, cost of

16 service and revenue requirement issues, cash working capital studies,

17 customer and weather normalization, and other gas, electric, water, and

18 wastewater related matters.

19

20 Q4. BRIEFLY DESCRIBE YOUR QUALIFICATIONS.

21 A. I graduated from the University of Texas in 1986 with a Bachelor of

22 Business Administration degree in Finance. In 1989, I earned a Master of

23 Business Administration degree from Southern Methodist University.
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1 While at Southern Methodist University, I was employed by Reed-Stowe &

2 Co. as a Senior Consultant. My responsibilities at Reed-Stowe included

3 developing and presenting analyses and testimony concerning revenue

4 requirements, cost allocation, and rate design for water, wastewater, gas,

5 electric, and cable utilities.

6 In 1995, I joined the Management Consulting division of the Dallas

7 office of Deloitte & Touche LLP (now Deloitte Consulting) as a Manager.

8 In 1997, I was promoted to Senior Manager. My responsibilities included

9 project management for a wide range of utility-related projects including

10 merger and acquisition analyses, merger synergy analyses, cost of

11 service studies, management audits, cash working capital studies, and

12 preparation of expert testimony before various commissions, courts, and

13 other governmental authorities.

14 In January 2003, I resigned from Deloitte to join Management

15 Applications Consulting ("MAC"), a small Pennsylvania professional

16 services firm specializing in utility rate matters. In 2004, four

17 professionals, including several MAC partners and myself, formed Alliance

18 Consulting Group, a professional services firm headquartered in Dallas

19 and focused on the utility industry. In December 2008, I sold my interest

20 in the Alliance partnership, and I launched my own consulting

21 firm, Expergy.
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1 Q5. HAVE YOU PREVIOUSLY TESTIFIED AS AN EXPERT WITNESS?

2 A. Yes. I have previously testified before, or submitted written testimony to,

3 the Public Utility Commission of Texas ("PUC" or "Commission"), the

4 Public Utilities Commission of Ohio, the Arkansas Public Service

5 Commission, the Railroad Commission of Texas, the Public Service

6 Commission of West Virginia, the Texas Commission on Environmental

7 Quality, the Virginia State Corporation Commission, the U.S. District Court

8 for the Northern District of California, and the Superior Court of Fulton

9 County, Georgia. Exhibit JJ-1 provides a listing of the utility proceedings

10 in which I have appeared as an expert witness, participated as an expert,

11 or made formal presentations in utility matters.

12

13 Q6. ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING?

14 A. I am testifying on behalf of Entergy Texas, Inc. ("ETI" or the "Company").

15

16 Q7. HAVE YOU PREPARED ANY EXHIBITS IN SUPPORT OF YOUR

17 TESTIMONY?

18 A. Yes. Exhibits JJ-1 through Exhibit JJ-4, which are attached to this

19 testimony, were prepared by me or under my direct supervision and

20 control.
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DO YOU SPONSOR OR CO-SPONSOR ANY SCHEDULES IN THE

COMPANY'S RATE FILING PACKAGE?

Yes, I do. I am co-sponsoring Schedule E-4 in the Company's Rate Filing

Package as well as the workpapers and other documentation supporting

the lead-lag study used to prepare that schedule. I am also co-sponsoring

the workpaper titled "WP/P-1.1 AJ 6 Proposed Revenue" used to develop

the Total Electric Overall Cost of Service at Proposed Rates (as adjusted)

in the last column on Schedule A in the Company's Rate Filing Package.

II. INTRODUCTION

Q9. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

PROCEEDING?

13 A. The purpose of my testimony is to sponsor the results of the lead-lag

14 study for measuring the cash working capital ("CWC") allowance required

15 for the Company's operations, consistent with Commission Substantive

16 Rule 25.231(c)(2)(B)(iii), which is attached as Exhibit JJ-2.

17

18 Q10. CAN YOU PROVIDE A DEFINITION OF CWC AS A RATE BASE

19 COMPONENT?

20 A. Yes. CWC is a component of utility rate base that is the average amount of

21 capital provided by investors to bridge the gap between the time

22 expenditures are required to provide services and the time collections are

23 received for such services.
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1 Q11. WOULD YOU EXPLAIN THE PURPOSE OF THE RATE BASE, AND THE

2 ROLE OF CWC, IN THE REGULATORY PROCESS?

3 A. Yes. It is a common practice for regulators to establish the total costs

4 incurred in providing service (i.e., the Cost of Service) and to use such

5 costs as the base upon which rates are fixed and charged for the services

6 provided. A significant component of Cost of Service is reflected by the

7 costs of financing the investor capital required to build facilities and

8 maintain ongoing operations. Portions of such capital funding by

9 investors, such as the capital required to build plant facilities or to maintain

10 supplies, are readily available. These costs are explicitly measured and

11 may be directly accessed in the financial statements. Certain other

12 funding requirements are not explicitly measured from a single account in

13 the Company's financial records; thus, the level of funding used to support

14 these investor capital requirements must be determined through special

15 analyses. Such special analyses have traditionally been labeled as

16 lead-lag studies, and the results labeled as CWC requirements. When the

17 various components of the rate base, including CWC, are adequately

18 identified and combined, a correct measure of investor capital funding is

19 produced. Below I describe in more detail the meanings of the terms

20 "lead" and "lag."
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1 Q12. DID YOU CONDUCT THE COMPANY'S LEAD-LAG STUDY

2 PRESENTED IN THIS PROCEEDING?

3 A. Yes. The results of the lead-lag study are attached as Exhibit JJ-3, and a

4 summary of the lead-lag study is attached as Exhibit JJ-4.

5

6 III. LEAD-LAG STUDY APPROACH

7 Q13. PLEASE DESCRIBE THE GENERAL APPROACH YOU USED TO

8 CONDUCT THE LEAD-LAG STUDY FOR ETI.

9 A. The lead-lag study for ETI reflects costs associated with the test period of

10 April 1, 2012 through March 31, 2013 ("Test Year"). In order to accurately

11 measure investor supplied capital, my lead-lag study was developed using

12 the following parameters:

13 (1) The lead-lag study used a cash method and did not consider

14 non-cash items;

15 (2) The lead-lag study was performed in accordance with

16 Commission Substantive Rule 25.231(c)(2)(B)(iii). For example, to

17 determine the lead days for expenses, the later of the invoice due date or

18 the payment clear date was used. If the payment was made by check,

19 check float lead (i.e., the average time between check date and

20 encashment) was also applied to the expense lead;

21 (3) The amortization of those expenses that the Company

22 classifies as "prepaid expenses" for ratemaking purposes was specifically
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1 quantified and excluded from the revenue requirements used to calculate

2 ETI's CWC requirements.

3

4 Q14. WOULD YOU DESCRIBE THE APPLICATION OF THE TERMS "LEAD"

5 AND "LAG" AS USED IN THE LEAD-LAG STUDY?

6 A. The terms "lead" and "lag" have been applied in various ways. For purposes

7 of this presentation, I have used the terms "revenue lag" and "expense lead"

8 as follows:

9 (1) revenue lag - the number of days of lag time between the

10 delivery of electric service to the Company's customers and the subsequent

11 receipt of payments for service; and

12 (2) expense lead - the number of days of lead time between the

13 service period of goods or services used by the Company to provide electric

14 service and the payments to vendors for those goods and services.

15

16 Q15. HOW DID YOU DEVELOP THE LEAD AND LAG DAYS IN YOUR CWC

17 STUDY?

18 A. The composite revenue lag days were developed from the billing and

19 payment patterns of the Company's customers. Similarly, the expense

20 lead days for each of the various categories of system expenses were

21 developed by measuring the period of time from when the costs were

22 incurred until payments were made for such costs. As necessary, random

23 samples of data were used to develop net lead or lag days based on

2013 ETI Rate Case 7-282 3252



Entergy Texas, Inc.
Direct Testimony of Jay Joyce
2013 Rate Case

Page 8 of 21

1 reasonable and unbiased sampling methods. The sampling methods

2 were typical of the methods used to develop CWC studies. The net

3 difference between the computed Revenue Lag days and the computed

4 Expense Lead days was multiplied by the average daily revenue

5 requirements of the system. The resulting amount produces the net

6 CWC required.

7

8 Q16. HAVE YOU SUBMITTED AN EXHIBIT THAT REFLECTS AN ACCURATE

9 MEASUREMENT OF THESE INVESTOR PROVIDED FUNDS?

10 A. Yes. Exhibit JJ-3 contains the results of the study. Exhibit JJ-4 provides a

11 summary of the lead-lag study based on the electric services provided by

12 ETI. The following sections describe the methods used in the calculation

13 of the lag days for revenue collection and the lead days for expense

14 payment.

15

16 A. Revenue Lag

17 Q17. HOW WAS THE REVENUE LAG DEVELOPED IN THE LEAD-LAG

18 STUDY?

19 A. Revenue Lag consists of four components: ( 1) the service period lag

20 measured from the middle of the period for which service is billed, (2) the

21 billing lag which reflects the time required to process and record bills, (3) the

22 collection lag that identifies the time delay between the recording of bills and

23 the receipt of the billed revenues, and (4) the receipt of funds lag which
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1 measures the delay in the bank's clearance of deposited check payments.

2 The total number of days produced by the four components represents the

3 amount of time between the delivery of service to customers and the receipt

4 of the related revenues for such service.

5 The first of these four components, the service period lag, measures

6 the time span over which services are provided. The critical feature of this

7 measure is that it establishes the common point from which the timing

8 difference between cost incurrence and revenue recovery is measured. For

9 example, assume that a cost is incurred, recorded, and becomes

10 recoverable during a 30-day service period and is paid 15 days after the end

11 of the service period. Further assume that the revenues for the related

12 services are recovered 20 days after the end of the service period. In these

13 circumstances, the net recovery lag is 5 days regardless of the point in time

14 used as the starting point. These assumed conditions illustrate that the cost

15 incurrence and cost recovery periods must be measured from a common

16 point. That point may be at the beginning of the period, at the end of the

17 period, or at some point in between. This Commission has consistently

18 adopted an approach that relies on the mid-point of the service period which

19 assumes that the electricity is delivered evenly over the service period.

20 The second component is the time consumed in the billing process,

21 or the billing lag. In ETI's billing process, this period is the difference from

22 the date the meter is read to the date the invoice is sent to the customer.

23 The billing lag for third-party customers (residential, commercial, industrial,
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1 public authority, and street lighting) was measured by examining a random

2 sample of customer invoices to determine the number of days between the

3 meter read date and the mailing date for each invoice. The results of this

4 analysis were confirmed by the metering and billing calendars for the Test

5 Year. The billing lag for affiliate revenues (MSS-4 and Intra-System Bill or

6 "ISB") is zero since these accounts are billed electronically at the end of the

7 service period.

8 The third component, the collection lag, reflects the time between

9 billing for the services rendered and the receipt from customers of the

10 revenues billed. The collection lag for third-party customers was

11 determined from a random sample of invoices for the residential,

12 commercial, industrial, public authority, and street lighting customer billings

13 during the Test Year by measuring the time between the mailing date and

14 actual payment receipt date for each invoice. The collection lag for MSS-4

15 and ISB revenues is based on the actual payment dates for each of the

16 affiliate revenue types.

17 The fourth component of the revenue recovery lag, the receipt of

18 funds lag, represents the time between the receipt of funds from

19 customers until the funds clear the banks and are available to the

20 Company. The lag associated with the cash receipts float recovery

21 component is computed on the assumption that one business day is

22 required to clear the checks, and that electronic payments are available to

23 the Company on the date received. Approximately 48.39% of the
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1 payments were made by check, and the overall cash receipts float is

2 0.70 days.

3 Each of these revenue lag components was totaled and weighted

4 by customer class revenues to arrive at the overall revenue lag days for

5 the Test Year.

6

7 B. Expense Lead - Operation & Maintenance Expenses

8 Q18. PLEASE EXPLAIN THE O&M EXPENSE LEAD DAYS.

9 A. In determining the lead days for operation and maintenance ("O&M")

10 expenses, total system O&M expenses were first separated into Energy

11 Costs and Other O&M Expenses. Within each group, the expenses were

12 further divided into subcategories for further analysis and measurement of

13 the lead days for each type of expense.

14

15 1. Energy Costs

16 a. Fuel

17 Q19. PLEASE EXPLAIN THE CALCULATION OF FUEL LEAD DAYS.

18 A. In order to determine the lead days for fuel expenses, a random sample of

19 fuel invoices was used to determine the service periods and payment due

20 dates for each of the sampled invoices, and these dates were compared

21 to the subsequent payment of each invoice.
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1 b. Purchased Power

2 Q20. PLEASE EXPLAIN THE CALCULATION OF LEAD DAYS FOR

3 PURCHASED POWER.

4 A. Purchased power consists of two major groups-(1) MSS-4 Purchases

5 and (2) Other Purchased Power. Other Purchased Power consists of

6 Joint Account Purchases, MSS-3 Purchases, Reserve Equalization,

7 Cogeneration Purchases, Renewable Energy Credits, and Toledo Bend

8 Purchases. Based on the number of transactions for each group, either

9 the entire population of Test Year transactions or a sample of Test Year

10 transactions were used to determine the service periods and the

11 subsequent payment of each invoice. This lead is applied to average daily

12 purchased power costs to measure the CWC supplied by purchased

13 power suppliers, which is used to reduce the gross CWC requirement

14 related to revenues determined earlier.

15

16 2. Other Operation & Maintenance Expenses

17 Q21. PLEASE EXPLAIN THE OTHER O&M EXPENSE LEAD DAYS.

18 A. In determining the lead days for this group of expenses, total system

19 expenses were first separated into four groups - regular payroll costs,

20 incentive payroll costs, affiliate service company transactions, and all

21 other O&M costs (e.g., materials, services, etc.).
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1 a. Regular Payroll

2 Q22. HOW WERE THE LEAD DAYS FOR REGULAR PAYROLL COSTS

3 DETERMINED?

4 A. The lead days for payroll were based upon the Company's wage payment

5 process that employs bi-weekly pay periods. Employees are paid on

6 Friday, which is six days after the end of the pay period ending on

7 Saturday. The lead days for payroll costs were computed by determining

8 the average days of service being reimbursed and adding the days

9 between the end of each service period and the payment to employees.

10 This calculation produces the number of total days between the middle of

11 the period for which employees' costs were recorded and the

12 disbursement of the payments.

13

14 Q23. DID YOU MAKE ANY ADJUSTMENT TO THE PAYROLL LEAD DAYS IN

15 YOUR CWC STUDY?

16 A. Yes. I have adjusted the payroll lead days to incorporate the effects of

17 vacation pay based on actual Company data. This adjustment follows the

18 method recently approved by this Commission in the Company's 2011

19 rate case, Docket No. 39896.

20 In the analysis of regular payroll expenses, all of the CWC Test

21 Period payments were utilized. The total Company payroll was

22 segmented into separate components of regular pay and

23 payroll deductions.
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1 Q24. DOES YOUR LEAD-LAG STUDY CONSIDER CHECK FLOAT FOR

2 PURPOSES OF DETERMINING THE LEAD DAYS ATTRIBUTABLE TO

3 PAYROLL COSTS?

4 A. Yes, with respect to the issuance of paper check payments. The majority

5 of employee wages are paid by direct deposit, with the remainder being

6 paid by paper check. Direct deposit payments clear on payday and thus,

7 have no check float. Paper payroll check clearing times were established

8 based on a random sample; a check float was added to paper check

9 payments based on the results of this sample.

10

11 b. Incentive Pay

12 Q25. PLEASE EXPLAIN THE CALCULATION OF LEAD DAYS FOR ETI'S

13 INCENTIVE PAYROLL.

14 A. The Company has an annual incentive program. The Company's annual

15 incentives were paid in the first quarter of 2013 and were based on

16 calendar year 2012 performance. The lead days were based on the

17 weighted days between the midpoint of the service period (July 1, 2012)

18 and the date the incentives were paid on March 13, 2013. Check float is

19 applied to the bonus payments made by paper check.
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1 c. Affiliate Service Company Transactions

2 Q26. HOW DID YOU DERIVE THE LEAD DAYS ASSOCIATED WITH

3 AFFILIATE SERVICE COMPANY TRANSACTIONS?

4 A. Entergy Services, Inc. charges are settled in the month following the

5 month in which charges were incurred. Thus, the service period is

6 calculated as the number of days from the mid-month to the later of the

7 contractual due date or the actual settlement date in the following month.

8 Because these payments were made electronically, no check float was

9 assigned.

10

11 d. Other Third-Party O&M Expenses

12 Q27. HOW WERE THE LEAD DAYS DETERMINED FOR THE REMAINING

13 EXPENSES IN THE O&M EXPENSE GROUP?

14 A. The measure of lead days for the expenses in this group of Other O&M

15 Expenses was based upon random sampling of these expenses recorded

16 during the test period.

17

18 Q28. HOW WAS THE MIDPOINT OF THE SERVICE PERIOD FOR OTHER

19 THIRD-PARTY O&M COSTS IDENTIFIED?

20 A. Consistent with the ruling of the Commission in AEP Texas Central

21 Company's Docket No. 33309, the Company's study estimates the

22 midpoint of the service period independently for each invoice rather than

23 assuming that the invoice date is the midpoint of the service period for all
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1 invoices. Each of the sample items was carefully examined to determine

2 the service period and the invoice due date. The available original source

3 documentation is included as part of the workpapers to Schedule E-4

4 supporting the CWC study. Lead days were calculated from the midpoint

5 of the service period (if available) until the later of the invoice due date or

6 the actual payment cleared date. If no information was available on the

7 service period of a particular invoice, the invoice date was used as the

8 assumed midpoint of the service period. This is also consistent with the

9 ruling in Docket No. 33309.

10 The lead days for Other O&M expenses were dollar-weighted to

11 develop the lead days, as detailed in the study.

12

13 Q29. PLEASE EXPLAIN THE PROCESS USED TO GENERATE THE

14 THIRD-PARTY O&M INVOICE SAMPLE.

15 A. To generate the third-party O&M invoice sample, I relied on commonly

16 accepted sampling techniques to ensure that the sample was reasonable

17 and unbiased. The total population of O&M transactions consisted of

18 12,566 items. This population was filtered to exclude voided items and

19 amounts equaling $0, leaving a new group of 12,447 actual transactions to

20 be sampled. The sample size was determined appropriate using the

21 standard deviation of the entire population and a 99% confidence interval.

22 The total population was divided into four strata based on the mean and

23 standard deviation. Once the number of samples was determined, the
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1 random-number-generating function within Excel was used to determine

2 the individual samples to be chosen.

3

4 Q30. IS THIS A REASONABLE AND COMMONLY ACCEPTED SAMPLING

5 METHODOLOGY?

6 A. Yes. Stratifying the sampling process reduces the random probability that

7 all samples will be chosen from the smallest or largest amounts. It

8 ensures that outliers in the population will be included, but not out of

9 proportion to their actual relevance to the original population as a whole.

10

11 C. Expense Lead - Current Federal Income Tax Expense

12 Q31. WHAT ARE THE LEAD DAYS ASSIGNED TO FEDERAL INCOME

13 TAXES?

14 A. As required by Substantive Rule 25.231(c)(2)(B)(iii)(IV)(-f-), the lead days

15 for federal income taxes were calculated by measuring the days between

16 the midpoints of the annual calendar year service periods (as the tax is

17 incurred throughout the year) and the actual payment dates. Payment of

18 at least 100% of the estimated tax for the year must be made in quarterly

19 payments on April 15th, June 15t", September 15th, and December 15th. If

20 the scheduled payment date falls on a weekend or holiday, the quarterly

21 payment is made on the first workday after the indicated date.
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1 D. Expense Lead and Lag - Taxes Other than Income Taxes

2 Q32. HOW WERE THE LEAD OR LAG DAYS FOR TAXES OTHER THAN

3 INCOME TAXES MEASURED?

4 A. This group of taxes consists of: (1) Payroll-related taxes (FICA, Federal

5 Unemployment, and State Unemployment), (2) Ad Valorem Taxes,

6 (3) Texas State Gross Receipts Taxes, (4) PUC Assessment Tax, and

7 (5) Texas State Franchise Taxes. The payment leads or lags for the

8 various payroll taxes were calculated from the midpoints of the applicable

9 work periods to the respective payment dates of the taxes. Federal and

10 State Unemployment taxes are paid after the end of each quarter based

11 on that quarter's wages up to the annual limit.

12 The payment lead or lag for non-payroll-related taxes was

13 calculated from the midpoint of the period for which the tax was assessed

14 to the payment date. It was not necessary to calculate lead or lag days for

15 Local Street Rental Taxes or Sales since both of these taxes are prepaid

16 and are reflected elsewhere in revenue requirements rather than in the

17 CWC calculation. To determine the average lag days for State Franchise

18 Taxes, the study utilizes the statutory payment requirements and resultant

19 pattern. This requires that the study recognize that the Company paid

20 State Franchise Taxes in May 2012 in order to conduct business in the

21 State of Texas from January 1 through December 31, 2012. This

22 calculation is consistent with the calculation of the lead-lag days for all of

23 the other expenses and revenues included in the lead-lag study.
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1 Q33. IS YOUR CALCULATION OF THE LAG DAYS FOR THE STATE

2 FRANCHISE TAX CONSISTENT WITH THE COMMISSION'S RULING IN

3 ETI'S 2011 RATE CASE?

4 A. Yes, it is.

5

6 E. Expense Lead - Depreciation Deferred Income Tax Expense, and Return

7 Q34. HOW WERE THE LEAD DAYS DETERMINED AND APPLIED TO

8 COSTS RECORDED AS DEPRECIATION, DEFERRED INCOME TAX

9 EXPENSES, AND RETURN?

10 A. The CWC study uses the cash method and therefore excludes non-cash

11 items, including depreciation, amortization, deferred taxes, and return.

12

13 F. Other Adiustments - Working Funds and Other

14 Q35. PLEASE EXPLAIN THE OTHER COMPONENTS THAT YOU HAVE

15 INCLUDED IN CWC.

16 A. The Other CWC components include Average Bank Balances and Use

17 Tax Collections. These items represent levels of investor capital that are

18 required to fund various assets not explicitly identified in the rate base, as

19 well as deductions for non-investor sources of capital not explicitly

20 deducted from rate base. They are not, however, directly measured in the

21 analysis of revenue requirements and must be separately included in the

22 CWC measure.
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1 1. Average Bank Balances

2 Q36. WHY HAVE YOU INCLUDED AVERAGE BANK BALANCES?

3 A. The lead/lag study reflects check float on disbursements as an addition to

4 expenses paid by check to reduce CWC. Because the Company cannot

5 control when checks will clear the bank and because of other minimum

6 balance requirements imposed by banks, the Company must maintain

7 certain levels of available cash in its bank accounts. Therefore, the actual

8 bank cash balances are included in CWC because these funds must be

9 supplied by investors. The amount was determined from the actual daily

10 average of cash balances.

11 The inclusion of average cash balances is consistent with P.U.C.

12 Substantive Rule 25.231(c)(2)(B)(iii)(IV)(-e-), which states that "...the

13 balance of cash and working funds included in the working cash allowance

14 calculation shall consist of the average daily bank balances of all

15 non-interest bearing demand deposits and working cash funds."

16

17 2. Use Tax Collections

18 Q37. WHY HAVE YOU INCLUDED USE TAX COLLECTIONS AS A

19 REDUCTION TO CWC?

20 A. Sales and use tax collections represent a source of non-investor working

21 capital to the Company as the Company collects these amounts from

22 customers and has the use of these funds from the date of collection to

23 the date the funds are remitted to the state.
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1 IV. CONCLUSION

2 Q38. HAVE YOU DETAILED THE CALCULATIONS AND METHODOLOGIES

3 FOR THE LEAD-LAG STUDY?

4 A. Yes. Exhibit JJ-3 shows the specific expense lead and revenue lag days

5 used for each of the components. The supporting documentation can be

6 found in the workpapers to Schedule E-4 and the workpaper titled

7 "WP/P-1.1 AJ 6 Proposed Revenue" in the Company's Rate

8 Filing Package.

9

10 Q39. WHAT WERE THE RESULTS OF THE LEAD-LAG STUDY?

11 A. The CWC requirement is $(6,058,808) as shown on Exhibit JJ-3.

12

13 Q40. ARE THE RESULTS OF THIS LEAD-LAG STUDY REASONABLE?

14 A. Yes. Based on my experience and the application of the process

15 discussed above, ETI's calculated CWC requirements resulting from this

16 lead-lag study are fair and reasonable, comply with Commission

17 Substantive Rule 25.231(c)(2)(B)(iii) and precedent, and should properly

18 be included in rate base.

19

20 Q41. DOES THAT CONCLUDE YOUR DIRECT TESTIMONY?

21 A. Yes, it does.
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i : i..a&.ti^ri.,n nnclrot Cmmnanv Year Description

Texas Natural
Resource

Conservation Wholesale Revenue

Commission 7796-M & City of Kilgore, Requirements, Cost of Service,
1 (TNRCC) 7831-M Texas 1989 and Rate Design

Texas-New
Texas Public Utility Mexico Power

2 Commission (PUC ) 8928 Company 1989 Revenue Requirements

Southwestern
Bell Telephone

3 Texas PUC 8585 Company 1989 Revenue requirements

Texas-New
Mexico Power Revenue requirements,

4 Texas PUC 9491 Company 1990 prudence

Trinity Water
Reserve, Inc. d/b/a

Devers Canal Rate base, return, rate

5 TNRCC 8388-M S stem 1990 design

Texas-New
Mexico Power Revenue requirements,

6 Texas PUC 10200 Company 1991 prudence

TCI Cablevision
7 N/A N/A of Texas, Inc. 1991 Franchise Compliance

Arkansas-

Oklahoma Corp. Oklahoma Gas
8 Comm. PUD 001346 Company 1991 Cost of Service, Rate Design

United Irrigation
District of Hidalgo Revenue requirements, cost

9 TNRCC 8293-M County, Texas 1991 of service
Texas-New

Mexico Power
10 Texas PUC 10034 Company 1992 Deferred Accounting

Denton County
Electric Revenue Requirements,

11 Texas PUC 9892 Cooperative 1992 settlement negotiations

Southern Union
12 N/A Gas Company 1992 Federal Income Taxes

Culleoka Water Wholesale Revenue
Supply Requirements, Cost of Service,

13 TNRCC Corporation 1992 and Rate Design *
City of Revenue requirements, cost

14 TNRCC 8338-A Lewisville, Texas 1993 of service *

City of Paris, Revenue requirements, cost

15 N/A N/A Texas 1993 of service
Wholesale Revenue

City of Requirements, Cost of Service,

16 TNRCC Knollwood, Texas 1994 and Rate Design

Rockett Special
Utility District/City

of Midlothian, Water Supply Feasibility

17 N/A N/A Texas 1994 Analysis

RGY
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JAY JOYCE - REPRESENTATIVE UTILITY PROJECTS

Page 2 of 5

i : 1a11 a..., Docket Cmminanv Year Description

Houston
Lighting & Power Revenue Requirements,

18 Texas PUC 12065 Company 1994 Restructuring Costs *

Texas-New
Mexico Power Revenue requirements, rate

19 Texas PUC 12900 Company 1994 case expenses

Lakeside Revenue requirements, cost

20 TNRCC N/A Utilities, Inc. 1994 of service *

City of North
Richland Hills, Revenue requirements, cost

21 N/A N/A Texas 1994 of service

Detroit
Edison/MCN

22 N/A N/A Corporation 1995 Merger analysis

Illinois Power
23 N/A N/A Company 1995 Merger candidate evaluation

Northern States
Power/Wisconsin

24 N/A N/A Electric Company 1995 Merger analysis

Washington Washington
Utilities & Natural Gas/Puget

Transportation Sound Power & Merger analysis, testimony in

25 Commission UE-960195 Light 1995 support of merger

General Public
26 N/A N/A Utilities 1996 Merger candidate evaluation

San Diego
G&E/Southern
California Gas

27 N/A N/A Company 1996 Merger analysis

Southwest
Public Service

Company/Public
Service Company Testimony in support of

28 Texas PUC 14980 of Colorado 1996 merger
Southwest

Public Service
New Mexico Public Company/Public

Regulation Service Company Testimony in support of

29 Commission (PRC) 2678 of Colorado 1996 merger
Southwest

Public Service
Colorado Public Company/Public

Service Service Company Testimony in support of

30 Commission 95A-513EG of Colorado 1996 merger
Western

Resources/Kansas
31 N/A N/A City Power & Light 1996 Merger analysis

Wholesale water revenue
Fort Worth requirements, cost of service,

32 N/A N/A Water Department 1996 rate design

Nashville Metro Wastewater Cost of Service

33 N/A N/A Water Services 1996 and Rate Design
TXU Electric

34 Texas PUC 18490 Company 1997 Cash Working Capital (CW
Tucson Electric

35 N/A N/A Power 1997 Stranded cost quantification

=P^,

L iP- RC"vY
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JAY JOYCE - REPRESENTATIVE UTILITY PROJECTS

Page 3 of 5

J' A; t; Docket Comnanv Year Descri ptionLme uns ic ion
Cobb County Sewer Development Fee

36 N/A N/A Water System 1997 Analysis

Fern Bluff
Municipal Utility Wastewater Contract

37 N/A N/A District 1997 Negotiations

Lower Colorado Wastewater Contract

38 N/A N/A River Authority 1997 Ne otiations

Nashville
Thermal Transfer

39 N/A N/A Corporation 1997 Financial Advisory Services

Pflugerville Water and Wastewater

Water and Revenue Requirements, Cost of

40 N/A N/A Wastewater Utility 1997 Service, Rate Design

Travis County Wholesale water revenue
Municipal Utility requirements, cost of service, rate

41 N/A N/A District No.4 1997 design

Southwest
42 N/A N/A Power Pool 1998 Tariff policies and procedures

Houston Public

43 N/A N/A Utilities 1998 Management Audit

Trinity River

44 TNRCC N/A Authority 1998 Management Audit
TXU Electric

45 Texas PUC 22350 Company 1999 CWC

TXU SESCO

46 Texas PUC 22350 Company_ 1999 CWC

Mt. Carmel

47 N/A N/A Public Utilities 1999 Valuation

Waco Water Wholesale water revenue

and Wastewater requirements, cost of service, rate

48 TNRCC 97-0049-UCR utility 1999 design

Texas Railroad Lone Star

49 Commission (RRC) 8976 Pipeline Company 2000 CWC

TXU Gas
Distribution -

Dallas Distribution

50 Texas RRC 9145 System 2000 CWC

Atlanta Gas

51 Georgia PSC 14311-U Light Company 2001 CWC

Elizabethtown

52 New Jersey BPU GR02040245 Gas Company 2002 CWC

United States
Bankruptcy Court 02-10835

for the Northern through 02-
53 District of Georgia 10837 NewPower 2002 Contractual pricing, bankruptcy

TXU Gas

54 Texas RRC 9400 Company 2003 CWC

American
Electric Power -

Texas Central

55 Texas PUC 28840 Company 2003 CWC

Dominion
Virginia Electric

56 North Carolina UC E-22, Sub 412 Power 2004 CWC

04-571-GA-
AIR and 04- Vectren Energy

57 PUC of Ohio 794-GA-AAM Delivery of Ohio 2004 CWC

^

RG1`
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JAY JOYCE - REPRESENTATIVE UTILITY PROJECTS

Page 4 of 5

Line -
_I^^ricdiefinn Docket ComDanV Year Description
-"--'-"--

Texas Commission
on Environmental 2004-0979-

58 Qualit (TCEQ ) UCR Chisholm Trail SUD 2005 *Cost of Service, Rate Design
2004-1120- Valuation, Cost Allocation,

59 TCEQ UCR, et. al. Aqua Texas 2005 Revenue Requirements

US District Court
for the Northern C01-20289 Wholesale Gas Supply Pricing

60 District of California RMW TXU Energy Services 2006 Dispute

Superior Court of
Fulton County, 2000-CV- City of Atlanta Water

61 Georgia 20379 Utility 2006 Water Rates *

62 Texas PUC 32093 CenterPoint Energy 2006 CWC*
Atmos Energy - Mid-

63 Texas RRC 9670 Tex 2006 CWC *

American Electric
Power - Texas

64 Texas PUC 33309 Central Company 2006 CWC *

American Electric
Power - Texas North

65 Texas PUC 33310 Company 2006 CWC *

Public Service
Oklahoma Corp. PUD- Company of

66 Comm. 200600285 Oklahoma 2006 CWC

CenterPoint Energy
67 Arkansas PSC 060161-U Arkansas Gas 2007 Working Capital

2006-1919- Oak Shores Water Water Cost of Service, Rate

68 TCEQ UCR System 2007 *Design

TXU Electric Delivery
69 Texas PUC 34040 Company 2007 CWC

2008-0804- Kendall County Utility Water & Wastewater Cost of

70 TCEQ UCR Company 2008 Service & Rate Design *
Oncor Electric

71 Texas PUC 35717 Delivery Company 2008 CWC

CenterPoint Energy
Entex Gas - Texas

72 Texas RRC 9872 Coast Division 2008 CWC *

New Mexico Public
Regulation El Paso Electric

73 Commission 09-00171-UT Company 2009 CWC

CenterPoint Energy
Entex Gas - Houston

74 Texas RRC 9902 Division 2009 CWC *

2008-1856- Water & Wastewater Cost of

75 TCEQ UCR City of Pecos City 2009 *Service & Rate Design

Virginia State PUE-2009- Appalachian Power
76 Corporation Comm. 0030 Company 2009 CWC *

77 Texas PUC 37364 SWEPCo 2009 CWC *

78 Texas PUC 37690 El Paso Electric 2009 CWC *

Appalachian Power
Company & Wheeling

79 West Virginia PSC 10-099-E-42T Power Company 2010 CWC *

CenterPoint Energy
80 Texas PUC 38339 Houston Electric 2010 CWC *

EXPE?;:;^"
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JAY JOYCE - REPRESENTATIVE UTILITY PROJECTS

Page 5 of 5

i : :...:^a:..: ,., Docket Comnanv Year Description

CenterPoint Energy

81 Texas RRC
9985, 9986,
9987

Entex Gas -
Beaumont Division 2010 CWC *

CenterPoint Energy

82 Texas RRC
10006, 10007,
10018

Entex Gas - Texas
Coast Division 2010 CWC *

CenterPoint Energy
Entex Gas - South

83 Texas RRC 10038 Texas Division 2010 CWC *

Public Service

84
Oklahoma Corp.

Comm.
PUD-
201000050

Company of
Oklahoma 2010 CWC

85
Virginia State

Corporation Comm.
PUE-2011-
00037

Appalachian Power
Company 2011 CWC *

New Mexico Public

86
Regulation

Commission 11-00042-UT
New Mexico Gas

Company 2011 CWC

2011-1533- Water & Wastewater Cost of

87 TCEQ UCR Monarch Utilities 2011 *Service & Rate Desi g n

88 Texas PUC 39896 Entergy Texas, Inc. 2011 CWC *

Lone Star
89 Texas PUC 40020 Transmission 2012 CWC *

CenterPoint Energy
Entex Gas -

Beaumont/East

90 Texas RRC 10182 Texas Division 2012 CWC

91 Texas PUC 40443 SWEPCo 2012 CWC *

Cross Texas

92 Texas PUC 40604 Transmission LLC 2012 CWC *

93 Texas PUC 40606
Wind Energy

Transmission Texas 2012 CWC *

Upper Trinity
2012-0065- Regional Water

94 TCEQ WR District 2012 Water Rates `

95
Virginia State

Corporation Comm.
PUE-2013-
00009

Appalachian Power
Company 2013 CWC

2013-0865- City of Austin Water Wholesale Water Cost of Service

96 TCEQ UCR Department 2013 & Rate Design *

2013-0509- Oak Shores Water Water Cost of Service, Rate

97 TCEQ UCR S stem 2013 Design *

* Indicates projects where Mr. Joyce was a testifying expert witness

EXPERGY
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Exhibit JJ-2
2013 TX Rate Case

Page 1 of 1

Substantive Rule 425.231(c)(2)(B)(iii)

Page 1 of 1

(iii) A reasonable allowance for cash working capital. The following shall apply in
determining the amount to be included in invested capital for cash working
capital:
(I) Cash working capital for electric utilities shall in no event be greater than

one-eighth of total annual operations and maintenance expense, excluding
amounts charged to operations and maintenance expense for materials,
supplies, fuel, and prepayments.

(II) For electric cooperatives, river authorities, and investor-owned electric
utilities that purchase 100% of their power requirements, one-eighth of
operations and maintenance expense excluding amounts charged to
operations and maintenance expense for materials, supplies, fuel, and
prepayments will be considered a reasonable allowance for cash working
capital.

(III) Operations and maintenance expense does not include depreciation, other
taxes, or federal income taxes, for purposes of subclauses (I), (II), and (V)
of this clause.

(IV) For all investor-owned electric utilities a reasonable allowance for cash
working capital, including a request of zero, will be determined by the use
of a lead-lag study. A lead-lag study will be performed in accordance with
the following criteria:
(-a-) The lead-lag study will use the cash method; all non-cash items,

including but not limited to depreciation, amortization, deferred
taxes, prepaid items, and return (including interest on long-term
debt and dividends on preferred stock), will not be considered.

(-b-) Any reasonable sampling method that is shown to be unbiased may
be used in performing the lead-lag study.

(-c-) The check clear date, or the invoice due date, whichever is later,
will be used in calculating the lead-lag days used in the study. In
those cases where multiple due dates and payment terms are offered
by vendors, the invoice due date is the date corresponding to the
terms accepted by the electric utility.

(-d-) All funds received by the electric utility except electronic transfers
shall be considered available for use no later than the business day
following the receipt of the funds in any repository of the electric
utility (e.g. lockbox, post office box, branch office). All funds
received by electronic transfer will be considered available the day
of receipt.

(-e-) For electric utilities the balance of cash and working funds included
in the working cash allowance calculation shall consist of the
average daily bank balance of all non-interest bearing demand
deposits and working cash funds.

(-f-) The lead on federal income tax expense shall be calculated by
measurement of the interval between the mid-point of the annual
service period and the actual payment date of the electric utility.

(-g-) If the cash working capital calculation results in a negative amount,
the negative amount shall be included in rate base.

(V) If cash working capital is required to be determined by the use of a lead-lag
study under the previous subclause and either the electric utility does not
file a lead lag study or the electric utility's lead-lag study is determined to be
so flawed as to be unreliable, in the absence of persuasive evidence that
suggests a different amount of cash working capital, an amount of cash
working capital equal to negative one-eighth of operations and maintenance
expense including fuel and purchased power will be presumed to be the
reasonable level of cash working capital.
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