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1 4. adequate training regarding MISO markets for the commercial
2 function;
3 5. the imposition of applicable risk limits;
4 6. risk reporting;
5 7. processes to validate trading activity; and
6 8. when and where applicable, periodic valuation of mark-to-market
7 positions.
8 An additional manager and two additional analysts are required to
9 accomplish these mid-office tasks, for a total of three new FTEs.
10 |
11 3. Back Office
12  Q68. WHAT FUNCTIONS WILL THE BACK OFFICE PERFORM?
13 A The back office will be responsible for performing the accounting, billing
14 and settlements, and some administrative functions for the SPO, which
15 will include the responsibility for:
16 o settling with MISO;
17 e performing current settlement responsibilities associated with
18 settling natural gas, fuel oil, and bilateral wholesale power
19 transactions; and
20 o preparing the Intra-System Bill to implement the requirements of an
21 amended Entergy System Agreement.
2013 ETI Rate Case 7-524 3494



Entergy Texas, Inc. Page 52 of 54
Direct Testimony of Patrick J. Cicio

2013 Rate Case
1 Q69. WILL THE BACK OFEICE REQUIRE ADDITIONAL FUNCTIONALITY
2 AND PROCESSES NOT ADDRESSED ABOVE AS THE SPO MOVES
3 INTO MISO?‘
4 A Yes. The SPO will perform a “Shadow Settlements” function, which is in
5 effect, an audit of the daily MISO settlement statement. This function
6 alone will significantly expand the size of the settlement department.
7 Furthermore, the addition of new types of services provided by MISO that
8 require settlements, such as FTR transactions, will create additional
9 demands on employees involved in billing and settlements, and additional
10 staffing needs. A total of six new FTEs will be required for the back office.
11
12 4. SPO General Support Activities
13 Q70. PLEASE DESCRIBE THE GROUP THAT, IN ADDITION TO THE FRONT,
14 MID, AND BACK OFFICE FUNCTIONS, WILL PROVIDE CORE
15 SUPPORT FUNCTIONS TO THE SPO.
16 A. There are certain types of activities that are common across each of the
17 three primary offices, and will be provided through a core support group.
18 These activities include executive management (i.e., the Vice President of
19 System Planning and Operations), project and performance management,
20 regulatory affairs, and budget support. The existing staff will be
21 supplemented with an additional regulatory analyst FTE to perform the
22 support activities.
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1 B. Incremental Costs Required by MISO Implementation
2 Q71. CAN SPO ACCOMPLISH THE IMPLEMENTATION INTO MISO,
3 INCLUDING THE CHANGES YOU HAVE DESCRIBED ABOVE, WITH
4 THE CURRENT LEVEL OF STAFFING WITHIN THE SPO?
5 A No. As the foregoing discussion demonstrates, it is clear that participation
6 in the MISO market will increase the level of complexity associated with
7 planning, operations, and settlements that the SPO will face on a daily
8 basis. In addition, it should be notéd that MISO is an organization in
9 which policies are proposed and decisions are made in the context of
10 stakeholder participative processes. SPO staff will need to be actively
11 engaged in the MISO stakeholder processes and rulemaking proceedings,
12 both to monitor developments and provide insight and suggestions on
13 behalf of the Operating Companies. This participation is important, and it
14 requires a significant resource commitment. The Company expects to add
15 one FTE for this task. In sum, the staffing level of SPO will increase by 19
16 FTEs as the new functions are added and existing functions retooled.
17
18 Q72. HAVE YOU DETERMINED THE COST ASSOCIATED WITH THE
19 INCREMENTAL 19 FTES?
20 A Yes. The on-going annual incremental cost associated with these
21 additional FTEs will be approximately $3.5 million per year on an ESI total
22 basis. ETI's portion of this amount is approximately $582,000 and is
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1 reflected in the pro forma adjustments sponsored by Company witness
2 Considine (Adjustment 28).
3
4 V. CONCLUSION

5 Q73. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY?

6 A. Yes.
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1 l. INTRODUCTION AND PURPOSE

o Q1. PLEASE STATE YOUR NAME AND CURRENT BUSINESS ADDRESS.

3 A My name is Robert R. Cooper. My business address is Parkwood |I Bidg.,

4 Suite 300, 10055 Grogans Mill Road, The Woodlands, Texas 77380.

5

6 Q2. BYWHOMAREYOU EMPLOYED AND IN WHAT CAPACITY?

7 A | am employed by Entergy Services, Inc. (“ESI"), the service company for

8 the Entergy Operating Companies (“Operating Companies”), as Manager,

9 Generation Planning & Models. In that capacity, among other activities, |
10 provide resource planning services 1o the Operating Companies, which
11 include Entergy Texas, Inc. (“ETI” or “the Company”), Entergy Gulf States
12 Louisiana, L.L.C. (“EGSLY), Entergy Arkansas, Inc. (“EAI"), Entergy
13 Louisiana, LLC (“ELL"), Entergy Mississippi, Inc. (“EMI"), and Entergy
14 New Orleans, Inc. (“ENOI). These six Operating Companies, along with
15 ESI, acting as agent, are collectively referred to as the “System.” | work in
16 the System Planning and Operations (“SPO") department, which is an
17 organization within ESI.
18
19 Q3. PLEASE DESCRIBE YOUR CURRENT JOB RESPONSIBILITIES.
20 A My current job responsibilities include long-term supply-side resource
21 planning for the Operating Companies, including ETIL. In this function, |
22 direct a staff that performs engineering and economic analyses of the

2013 ETI Rate Case 8-3
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1 power and fuel supply requirements of the System in order to provide a

2 reliable and economical resource portfolio.

3

4 Q4 PLEASE DESCRIBE YOUR EDUCATION  AND BUSINESS

5 EXPERIENCE.

6 A | have a Masters Degree in Business Administration from the University of

7 New Orleans and a Bachelor of Science Degree in Engineering from

8 Southern lllinois University. After receiving my Bachelor’s degree, |
9 worked for four years with illinois Power Company in Decatur, illinois, as a
10 Planning Engineer in the Load Management Research Department. |
11 began working for Entergy in 1984 as a Research Analyst in the
12 Forecasting department of Middle South Services, Inc., where | performed
13 economic analyses of end-use energy consumption. | have worked for
14 ESI, or its predecessors, in various planning capacities over the last
15 29 years. In the ensuing years, | progressed into positions of increasing
16 responsibility in roles that involved engineering, economic and market
17 analysis. In 1996, | was promoted to Segment Manager responsible for
18 the development, implementation and measurement of demand-side
19 programs for small business markets. In July of 1999, | took the position
20 as Manager of Generation Planning in the Energy Management
21 Organization. In February of 2004, that position was expanded to include
22 responsibility for the activities, staff, and planning models of production
23 cost analysis.

2013 ETI Rate Case 8-4
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1 Q5. ON WHOSE BEHALF ARE YOU FILING THIS DIRECT TESTIMONY?

2 A | am filing this Direct Testimony on behalf of ETI.

4 Q6. WHAT IS THE PURPOSE OF YOUR TESTIMONY?

5 A My testimony provides the following:

0 .

10

1 °

12

13

14

15

16

17

18

19

20

21

A description of the planning and allocation principles and
objectives utilized by the System in determining the resources that
were necessary to meet its load requirements, and how the
selected products fulfill those objectives, including a discussion of
the considerations for allocation of resources to ETI;

A discussion of the ETl-allocated purchased power agreements
(“PPAs”) that were entered into in furtherance of the System'’s
planning principles to meet the System’s incremental resource
needs, which (1) began after June 30, 2011, the last month of the
test year in the Company'’s last base rate case,' and (2) were in
place during the test year for this filing (April 2012 — March 2013,
“Test Year”). The Company is requesting base rate recovery of
these and other PPA capacity costs incurred during the Test Year.
The associated energy costs are also included as reconcilable fuel
costs incurred during the reconciliation period (July 1, 2011 -

March 31, 2013, “Reconciliation Period”). As a part of this

1

2013 ETI Rate Case

The Company’s last base rate case, Docket No. 39896, was based on a test year ending
June 2011.

8-5
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10
11
12
13
14
15
16

17

discussion, | describe the evaluation process that was conducted
for the formal Requests for Proposals (‘RFPs”) that were issued for
the System during the Reconciliation Period. | also identify
resources acquired through bilateral negotiations resulting from
unsolicited offers;

A discussion of the specific allocation to ETI of the PPAs included
in this reconciliation filing; and

Support of the Company's request for Special Circumstances
recovery of purchased capacity costs, as eligible fuel expense,
associated with two PPAs: (1) ETI's ten-year PPA with Exelon
Generation Company, LLC for the purchase of 300 megawatts
(“‘MW”) of capacity and energy from the Tenaska Frontier
Generating Station in Grimes County, Texas (“Frontier PPA”);? and
(2) ETI's ten-year PPA with Calpine Energy Services, L.P. for the
purchase of 485 MW of capacity and energy from Calpine’s Carville
Energy Center in St. Gabriel, Louisiana (the “Carville PPA”), which

has been allocated 50% to ETI and 50% to EGSL.

As further discussed in Section IV below, with respect to the Frontier PPA, ETI's Special

Circumstances request deals only with capacity costs and savings associated with the
150 MW “Step-up Capacity” that commenced May 1, 2011, not the initial 150 MW capacity
that commenced May 1, 2010.

2013 ETI Rate Case
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1 Q7. WHAT ARE THE TEST YEAR PURCHASED CAPACITY COSTS
2 REQUESTED IN THE COMPANY’S FILING?
3 A The total Test Year purchased capacity costs for the Company are
4 $260,317,272.
5
6 Q8. WHAT ARE THE FRONTIER AND CARVILLE PURCHASED CAPACITY
7 COSTS INCURRED DURING THE RECONCILIATION PERIOD THAT
8 ARE REQUESTED IN THE COMPANY’S SPECIAL CIRCUMSTANCES
9 REQUEST?
10 A. The combined total capacity costs requested for special circumstances
11 recovery for the two PPAs are $22,942,706 (total Company). This request
12 is supported by $37,947,656 of combined fuel savings to customers (and
13 $15,004,950 of fuel savings net of the requested capacity cost recovery)
14 associated with these PPAs during the Reconciliation Period.
15 Exhibit RRC-1 presents the results of my analysis supporting these
16 amounts.
17
18 L THE ENTERGY SYSTEM PLANNING AND ALLOCATION PRINCIPLES
19 AND OBJECTIVES
20 Q9. HOW IS THIS SECTION OF YOUR TESTIMONY ORGANIZED?
21 A As discussed below and by Company witness Michael J. Goin, resource
22 planning for the Entergy Operating Companies is conducted as if the
23 Operating Companies were a single system. Once resources are
2013 ETI Rate Case 8-7
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1 determined for the Entergy System, ownership of those resources are
2 then allocated to one or more of the individual Operating Companies,
3 including ETI. In this section, | first discuss the principles and objectives
4 that guide resource planning for the Entergy System. | then discuss the
5 principles and objectives relied on for the allocation of those resources,
6 including considerations particularly relevant to the allocation of resources
7 to ETL.
8
9 A. Planning Principles and Objectives
10 Q10. WILL YOU PLEASE PROVIDE A SUMMARY OF THE ENTERGY
11 SYSTEM'S PLANNING PRINCIPLES AND OBJECTIVES?
12 A The System’s planning principles, planning objectives, and resource
13 supply strategies are applied by the Operating Committee with the intent
14 to produce a portfolio of resources to match the needs of the customers of
15 the Operating Companies. They include the following six basic resource
16 supply objectives:
17 o Reliability — Provide adequate resources to meet customer peak
18 demands with adequate reliability.
19 . Production Cost — Baseload Supply Requirements — Provide low-
20 cost baseload resources to serve baseload requirements (the load
21 level that is expected to be exceeded for at least 85% of all hours of
22 the year).
2013 ETI Rate Case 8-8
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10 .

11

12

13

14

Production Cost — Load-following Supply Requirements — Provide

efficient, dispatchable load-following resources to serve the time-
varying load shape levels that are above the baseload requirement
load levels.

Generation Portfolio Enhancement — Improve the efficiency of the

generation portfolio and avoid an over-reliance on aging resources.

Risk Mitigation — Price Stability — Mitigate the effects on production

costs of price volatility associated with uncertainties in fuel and

purchased power costs.

Risk Mitigation — Supply Diversity — Mitigate the effects on

production costs of major supply disruptions that could occur from
concentrated or systematic risks, for example outages of a single

generation facility.

15 Q11. WILL YOU PLEASE DESCRIBE THE BACKGROUND FOR THE

16 ENTERGY SYSTEM'S RESOURCE SUPPLY STRATEGY?

17 A As noted, the generation and bulk transmission facilities of the Operating

18 Companies are planned and operated as a single, integrated electric

19 system, pursuant to the Entergy System Agreement (“‘System

20 Agreement”), which has been approved by the Federal Energy Regulatory
2013 ETI Rate Case 8-9
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1 Commission (“FERC”).3 When planning for the System, the Operating
2 Committee is guided by the System’s current planning principles, planning
3 objectives, and resource supply strategies for short- and long-term
4 planning. The System Agreement charges the Operating Committee with
5 the responsibility for, among other things, determining generation addition
6 or acquisition plans that provide capacity to meet System load projections
7 and reliable service to customers at a reasonable cost consistent with
8 sound business practice and operational constraints. Consistent with the
9 System Agreement, the resource supply plans that serve as the basis for
10 procurement of the resources must necessarily address the System needs
11 as a whole.
12 The current planning objectives and principles were vapproved
13 initially by the Operating Committee in June 2002 and subsequently
14 refined and adopted in January 2003 as the Strategic Supply Resource
15 Plan. Guided by these principles and objectives, the Operating
16 Committee periodically approves updates to the resource plan developed
17 by the SPO organization which address the current and future needs of
18 the Operating Companies’ retail customers. Beginning in 2009, the
19 Strategic Supply Resource Plan was renamed the Strategic Resource
20 Plan (“SRP”) in order to more accurately reflect the full scope of the
3 On December 19, 2005, EAIl gave notice that it will terminate its participation in the System
Agreement effective December 18, 2013. On November 8, 2007, Entergy Mississippi gave
ggt‘llcge that it will terminate its participation in the System Agreement effective November 7,
2013 ETI Rate Case 8-10
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planning effort; however, the basic set of principles and objectives that

2 guide long-term portfolio design remains unchanged. In October of 2012,

3 the SSRP and SRP nomenclature was replaced in favor of the more

4 typical Integrated Resource Plan (“IRP”).

5

6 Q12. PLEASE EXPLAIN HOW THE SRP GUIDED THE TYPES OF

7 PURCHASES MADE BY SPO?

8 A The SRP is a set of principles and processes that gives SPO guidance on

9 the mix of owned generation and different types of power purchases that
10 best meet customers’ needs for reliable service at a reasonable cost. The
11 SRP includes three major planning horizons: strategic (20-year horizon),
12 tactical (3-year horizon), and annual (1-year horizon). First, my group, the
13 SPO Planning Analysis Group, periodically assesses the capability of the
14 generating resources available to the System. This group also develops a
15 load forecast, which is updated periodically or when significant changes
16 occur to the System. A comparison of the load forecast and the resource
17 capability is used to identify the needs of the System and guide the
18 planning processes for obtaining additional resources. As provided in the
19 SRP, the additional resource needs are initially met through the strategic
20 planning process with the solicitation of proposals for long-term resources.
21 The results of the strategic planning process influence the quantity and
22 type of resources solicited in the next phase, the tactical planning process.
23 The tactical planning process solicits proposals for “limited-term” products

2013 ETI Rate Case 8-11
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1 that meet the criteria set to satisfy the System'’s needs for this horizon.
2 After these limited-term products have been secured, the remainder of the
3 System’s needs is met through the annual planning process, with short-
4 term power purchases of one year or less. The use of these different
5 planning processes is designed to result in a diversified portfolio of reliable
6 resources at a reasonable cost.

7

8 Q13. WHY DOES THE SYSTEM NEED A MIX OF GENERATION TYPES?

9 A The planning process seeks to provide a portfolio of resources that, in
10 total, achieve the planning objectives in a balanced and cost effective
11 manner. Because the cost and performance characteristics of
12 technologies differ, no single technology or generation type economically
13 meets the diverse planning objectives of the SRP. Fc;r example, baseload
14 resources typically cost more to construct on a per-MW basis than
15 peaking resources but operate with relatively low variable cost. Despite its
16 relatively high construction cost, a base load resource can be the most
17 economical alternative to serve the base load supply role, because the
18 resource is expected to operate in most hours at high utilization levels due
19 to its relatively lower fuel cost. Consequently, the capital cost of a base
20 load resource is spread over many megawatt hours (“MWh”) of output,
21 resulting in a relatively low total production cost on a $/MWh basis.
22 Conversely, a peaking unit is expected to operate at low capacity
23 utilization levels. As such, the most economic alternatives for peaking and

2013 ETI Rate Case 8-12
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reserve capacity would be units with a relatively low capital cost, even if

2 their variable costs were higher. In both cases, the unique cost structure
3 of a resource allows it to be the lowest reasonable cost alternative for the
4 particular supply role that the unit will fulfill. This is why the SRP seeks to
5 match generation supply to customer load shape requirements.
6
7 Q14. HOW DOES THE SYSTEM DETERMINE THE CAPABILITY OF ITS
8 GENERATION RESOURCES FOR THE SRP PLANNING PROCESSES?
9 A The System uses seasonal ratings for its generating units to reflect the
10 fact that the output of units may vary depending on the season of the year
11 and the condition of the generating unit. In the heat of the summer, the
12 output of a unit on the System may not be equal to the Maximum
13 Demonstrated Capability of that unit. The seasonal capability of the
14 System’s units is reassessed semi-annually.
15
16 Q15. PLEASE DESCRIBE THE PROCESS THAT THE SYSTEM USES TO
17 DEVELOP THE LOAD FORECAST FOR THE SRP PLANNING
18 PROCESSES.
19 A The load forecasting process used by the System is designed to forecast
20 hourly data for each study year, jurisdiction, and customer class. Metrix
21 LT is used to prepare the load forecast, using numerous sources of input
22 data. The sources of input data that are used in the Métrix LT model
23 include an energy sales forecast, historical weather data, historical load
2013 ETI Rate Case 8-13
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