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1 l. INTRODUCTION

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

3 A My name is Michael J. Goin. My business address is Parkwood Il Bldg.,

4 Suite 100, 10055 Grogan’s Mill Road, The Woodlands, Texas 77380.

5

6 Q2. ON WHOSE BEHALF ARE YOU PROVIDING THIS TESTIMONY?

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

8

9 Q3. BY WHOM ARE YOU EMPLOYED AND IN WHAT CAPACITY?
10 A. | am Director, Regulatory and Strategic Initiatives for the System Planning
11 and Operations (“SPO”) organization of Entergy Services, Inc. (“ESI")," the
12 service company affiliate of the Entergy Operating Companies, which
13 coordinate, plan, and operate their electric generation and bulk
14 transmission facilities as a single, integrated electric system (the “Entergy
15 System” or the "System”).?

' ESl is the services company affiliate of the Entergy Operating Companies that provides
engineering, planning, accounting, technical, regulatory, and other administrative support
services to each of the Entergy Operating Companies.

2 In addition to ETI, the Entergy Operating Companies are Entergy Arkansas, Inc. (“EAI");
Entergy Mississippi, Inc. (“EMI"); Entergy New Orleans, Inc. (“ENQ”); Entergy Gulf States
Louisiana, L.L.C. (“EGSL"); and Entergy Louisiana, LLC (“ELL*). On December 19, 2005,
EAI gave notice that it will terminate its participation in the System Agreement effective
December 18, 2013. Entergy Mississippi provided similar notice to the Operating Companies
on November 8, 2007 that it would terminate its participation effective November 7, 2015.

2013 ETI Rate Case 8-247
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1 Q4. PLEASE DESCRIBE YOUR EDUCATIONAL BACKGROUND AND
2 PROFESSIONAL EXPERIENCE.
3 A | earned a Bachelor of Electrical Engineering degree and a Master of
4 Science in Management (“MSM”) degree from The Georgia Institute of
5 Technology.
6 I have been employed by Entergy Corporation since 1996. During
7 my career, | have held numerous positions in financial planning and
8 analysis, forecasting, accounting, strategic planning, and power
9 marketing. From 1996 to 1997, | was in the Accounting organization. My
10 main responsibilities were to produce financial analysis for the fossil and
11 nuclear functions. From 1997 to 1999, | worked in the financial group
12 responsible for utility planning and produced pro-forma financial
13 statements. From 1999 to 2002, | worked in Strategic Planning on a
14 variety of projects relating to transition to competition and various projects
15 to support senior management. During that time period, | was promoted
16 to Project Manager. In early 2002, | moved to the System Planning
17 Organization and was promoted to manager in early 2003. As the
18 Manager, Financial Analysis — System Planning for ESI, my
19 responsibilities included coordinating analyses regarding the financial
20 implications of generation supply alternatives for the Entergy System.
21 Examples of this include financial forecasts and cost-benefit studies. My
22 role also included developing financial models and analyses that
23 supported decision-making and provided a System Planning interface for
2013 ETI Rate Case 8-248
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other groups. In February 2008, | assumed the position of Manager,

2 Power Marketing in the SPO organization. The Power Marketing Team is
3 responsible for the procurement and sale of short-term power. In
4 February 2010, | assumed the role of Manager, Regulatory Projects. In
5 March 2013, | was promoted to the role of Director, Regulatory and
6 Strategic Initiatives.
7 In my current role, my team helps manage SPO’s participation in
8 regulatory proceedings arising before the Operating Companies’ retail
9 regulators and the Federal Energy Regulatory Commission (“FERC”),
10 including coordinating the preparation of testimony and discovery
11 responses, as well as regulatory issues involving the Operating
12 Companies’ generation system. My team is also responsible for
13 developing Strategic Initiatives that the Operating Companies participate
14 in. An example of this is the coordinating SPQO’s transition efforts to
15 Mid-Continent Independent System Operator (“MISQO”).
16
17 Q5. WHAT EXPERIENCE HAVE YOU HAD WITH THE ENTERGY SYSTEM
18 AGREEMENT?
19 A All of my previous positions with the SPO have required knowledge and
20 understanding of the Entergy System Agreement, including a working
21 knowledge of its schedules and the allocation methodologies set forth in
22 those schedules. Also, in my current position, as Director, Regulatory and
23 Strategic Initiatives, | am a member of the team that supports ESI's filing
2013 ETI Rate Case 8-249
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in Docket No.ER13-342 before the FERC, requesting approval for

2 amendments to the System Agreement necessary for the Operating
3 Companies’ integration into MISO. My participation in Docket
4 No. ER13-342 has required a working knowledge not only of the current
5 (pre-MISO) implementation of the System Agreement, including its
6 associated schedules, but also an understanding of changes to the
7 System Agreement necessary for the Operating Companies’ integration
8 into MISQO.
9
10 Q6. WHAT IS THE PURPOSE OF YOUR TESTIMONY?
11 A My testimony supports the costs and revenues associated with ETI's
12 participation in the Entergy System Agreement with respect to these
13 relevant time periods: (1) the test year of April 1, 2012 to March 31, 2013
14 (the “Test Year”); (2) the fuel-related Reconciliation Period (July 2011
15 through March 2013); and (3) calendar year 2012 with respect to Rough
16 Production Cost Equalization (“RPCE”) charges for which ETI is
17 responsible under Service Schedule MSS-3. In supporting these costs
18 and revenues, | discuss how ETI coordinates its generation and bulk
19 transmission functions with the other Entergy Operating Companies via
20 the Entergy System Agreement, a FERC-approved tariff that includes
21 seven FERC-approved rate schedules. | will also explain the various
22 Service Schedules and provisions referenced in the Entergy System
23 Agreement. In general, this part of my testimony addresses the box
2013 ETI Rate Case 8-250
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labeled “Intra-System Bill’ on Figure MHT-2 of Company witness

2 Michelle H. Thiry’s testimony. Finally, | discuss the amendment to the
3 Partial Requirements Agreement (“PRA”) with East Texas Electric
4 Cooperative, Inc. (“ETEC”), which provides for termination of the PRA
5 effective upon the Company’s integration into MISO, after which, the
6 Company will have no wholesale business.
7
8 Q7. WHAT IS THE COMPANY’S REQUEST WITH RESPECT TO RPCE
9 CHARGES UNDER SERVICE SCHEDULE MSS-3?
10 A. In this case, the Company is requesting for the first time authority to
11 recover the retail portion of $14.6 million in RPCE charges owed to the
12 other Operating Companies for calendar year 2012. Company witness
13 Myra L. Talkington identifies the retail portion ($11.4 million). As | explain
14 later in my testimony, the Company has been the recipient of payments for
15 the period from 2005 through 2011.
16
17 Il. COSTS ASSOCIATED WITH THE ENTERGY SYSTEM AGREEMENT
18 A. Summary
19 Q8. PLEASE SUMMARIZE THE COSTS AND REVENUES INCURRED
20 PURSUANT TO THE ENTERGY SYSTEM AGREEMENT THAT ARE
21 INCLUDED IN THIS PROCEEDING.
22 A Costs allocated to ETI pursuant to the terms of the Entergy System
23 Agreement relate to the following two components of the Company’s filing:
2013 ETI Rate Case 8-251
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10 .

11

12

13

14

15

16

Reconciliation of Past Costs: With respect to the Company’s fuel
factor, the Company will be reconciling costs incurred under
Service Schedules MSS-3 and MSS-4,2 costs allocated to ETI from
Joint Account Purchases, and the net balance from Joint Account
Sales under the terms of Service Schedule MSS-5.

Base Rates: The Company requests base rate recovery of Test
Year amounts for Service Schedules MSS-1 and MSS-2, adjusted
for known and measurable changes from the Test Year to the Rate
Year.

RPCE Costs: The Company requests approval of Rider RPCEA,
sponsored by Company witness Margaret L. McCloskey, to
recover payments owed to other Entergy Operating Companies
under Schedule MSS-3 and FERC Orders 480 and 480-A, for

calendar year 2012.*

B. The Entergy System Agreement

17 Q9. WHAT IS THE ENTERGY SYSTEM AGREEMENT?

18 A. The Entergy System Agreement is a FERC-approved tariff which

19 mandates that the Operating Companies operate as a single, integrated

20 System. As stated in Section 3.01 of the Entergy System Agreement, its

| describe each of these service schedules in more detail later in my testimony.

Louisiana Public Service Comm’n v. Entergy Services, Inc., 111 FERC 9] 61,311 (“Opinion

No. 480%), affd Louisiana Public Service Comm’n v. Entergy Services, Inc., 113 FERC
161,282 (2005) (“Opinion No. 480-A").

2013 ETI Rate Case
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1 purpose is “to provide the contractual basis for the continued planning,
2 construction, and operation of the electric generation, transmission and
3 other facilities of the Operating Companies in such a manner as to
4 achieve economies consistent with the highest practicable reliability of
5 service, subject to financial considerations, reasonable utilization of
6 natural resources and minimization of the effect on the environment.” The
7 Entergy System Agreement also provides a basis for the equalization
8 among the Operating Companies of any imbalances of costs arising from
9 the construction, ownership, or operation of facilities that are used for the

10 collective benefit of all the Operating Companies.

11 Consistent with the above discussion, the Commission has

12 characterized the Entergy System Agreement as:

13 the tariff approved by the FERC that provides the basis for

14 the operation and planning of the Entergy System, including

15 the [then] five Operating Companies. The System

16 Agreement governs the wholesale-power transactions

17 among the Operating Companies by providing for joint

18 operation and establishing the bases for equalization among

19 the Operating Companies, the costs associated with the

20 construction ownership and operation of the Entergy System

21 facilities.®

22 The current version of the Entergy System Agreement was entered

23 into on April 23, 1982, and, as subsequently amended, is among ESI and

24 each of the Operating Companies. It was initially approved by the FERC

25 on June 13, 1985, in Opinion No.234, Middle South Energy, Inc.,

Docket No. 32710, Order on Rehearing at 8 (Finding of Fact 39).
2013 ETT Rate Case 8-253
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31 FERC (C.C.H.) 1 61,305 (1985). Exhibit MJG-1 is a copy of the current

2 version of the Entergy System Agreement.
3
4 Q10. WHAT ENTITY ADMINISTERS THE ENTERGY SYSTEM AGREEMENT?
5 A The tariff states that the overall administration of the Entergy System
6 Agreement is to be carried out by the Entergy Operating Committee.
7 During the Reconciliation Period and Test Year, ETI's operations were
8 represented on the Operating Committee by Mr. Joseph F. Domino and
9 Ms. Sallie T. Rainer, the past and current Presidents and CEOs of Entergy
10 Texas. During the Reconciliation Period and Test Year, the daily
11 administration of the Entergy System Agreement was carried out by the
12 SPO under the direction of the Operating Committee. The SPO was also
13 responsible for the administration of billings between the Operating
14 Companies in accordance with certain Service Schedules of the Entergy
15 System Agreement.
16
17 Q11. WHAT ARE THE DUTIES OF THE OPERATING COMMITTEE?
18 A. Section 5.06 of the Entergy System Agreement sets forth the duties of the
19 Operating Committee. In part, those duties include being responsible for
20 the day-to-day administration of the Entergy System Agreement, making
21 decisions with respect to the installation of generation and bulk power
22 transmission facilities, determining the amount and timing of generating
23 reserves sufficient to ensure the reliable supply of capacity and energy to
2013 ETI Rate Case 8-254
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the Operating Companies’ customers, providing supervision for the

2 System Operator, studying and determining additions and changes in
3 facilities necessary to keep abreast of the production and transmission
4 requirements of the System, and coordinating arrangements to procure or
5 sell power outside of the System. The Entergy System Agreement
6 empowers the Operating Committee to make the key decisions regarding
7 the acquisition and allocation of generating resources and electric energy
8 for the Operating Companies.
9
10 Q12. WHY DO THE OPERATING COMPANIES JOINTLY PLAN AND
11 OPERATE THEIR ELECTRIC SYSTEMS?
12 A By jointly planning and operating their electric systems, the Operating
13 Companies are able to aggregate their loads and jointly dispatch their
14 resources to serve that aggregated load. The Entergy System resources
15 are economically dispatched, subject to reliability and operating
16 constraints that exist at any given time, to achieve the lowest cost of
17 energy for the combined System as a whole. The aggregation of load and
18 resources into a single system means that the combined resources of the
19 Operating Companies can be optimally dispatched, allowing each
20 Operating Company’s load to be supplied with the most economical
21 resources available to the System. In addition, the Operating Companies
22 experience increased reliability on both a planning and an operating basis
23 as a result of coordinated operations. Through the combined reliance on
2013 ETI Rate Case 8-255
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1 many diverse generating units, fuel sources, and bulk power
2 interconnections, each Operating Company is better protected from
3 service interruptions or disturbances caused by the loss of generating
4 units, fuel supply disruptions, and/or transmission outages or constraints.
5 The FERC recognized the benefits of System-wide planning and
6 operations in its Opinion 234-A (Order Denying Rehearing and Granting
7 Interventions), wherein the FERC held:
8 We reaffirm that the Middle South [now Entergy] companies
9 appropriately approach power planning on a systemwide
10 basis, whereby the individual companies’ needs are the
11 component parts of the System power plan. Implementation
12 of the System plan, however, requires that the individual
13 companies’ needs be subsumed by the greater interest of
14 the entire system.®
15 This finding by the FERC was quoted with approval by the United
16 States Supreme Court.” This confirms that planning and operating
17 decisions were and are to be made on a system-wide basis for the benefit
18 of the System as a whole, recognizing the fact that such system-wide
19 basis for decisions might cause the interests of an individual Operating
20 Company in a particular decision to be outweighed by the overall good of
21 the System over time.
® 32F.ERC. 161,425 at 61,958 (1985).
" Miss. Power & Light v. Miss. Ex. Rel. Moore, 487 U.S. 354, 376,108 S.Ct. 2428, 2441 (1988).
2013 ETI Rate Case 8-256
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1 Q13. PLEASE EXPLAIN HOW THE COSTS OF PROVIDING AND
2 TRANSMITTING THE ELECTRICITY TO SERVE THE AGGREGATED
3 SYSTEM'S LOAD ARE ALLOCATED AMONG THE OPERATING
4 COMPANIES.
5 A These costs are allocated pursuant to the terms of the Entergy System
6 Agreement and its Service Schedules, which | describe below. The
7 Supreme Court has held that FERC’s exclusive jurisdiction applies to
8 power allocations that affect wholesale rates. It is my understanding that
9 these allocations are binding on States, and States must treat those
10 allocations as fair and reasonable when determining retail rates.®
11
12 Q14. WHAT ARE THE SERVICE SCHEDULES ASSOCIATED WITH THE
13 ENTERGY SYSTEM AGREEMENT?
14 A There are seven Service Schedules, each of which is a FERC-filed rate
15 schedule, associated with the Entergy System Agreement. They are:
16 MSS-1 - Reserve Equalization;
17 MSS-2 - Transmission Equalization;
18 MSS-3 - Exchange of Electric Energy Among the Companies;
19 MSS-4 - Unit Power Purchase;
& See Entergy Louisiana, Inc. v. Louisiana Public Service Commission, 539 U.S. 39, 123 S. Ct.
2050 (2003); Mississippi Power v. Miss. Ex. Rel. Moore, 487 U.S. 354, 371, 108 S. Ct. 2428,
2441 (1988).
2013 ETT Rate Case 8-257
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1 MSS-5 - Distribution of Revenue from Sales Made for the Joint

2 Account of All Companies;

3 MSS-6 - Distribution of Operating Expenses of System Operations

4 Center; and

5 MSS-7 - Merger Fuel Protection Procedure.

6

7 Q15. PLEASE DESCRIBE SERVICE SCHEDULE MSS-1.

8 A Service Schedule MSS-1 (which is called “Reserve Equalization” in the

9 Entergy System Agreement) prescribes a method for sharing some of the
10 fixed costs of generating capability (MW) among Operating Companies.
11 One of the benefits of participating in a pooling arrangement such as the
12 Entergy System Agreement is the ability to rely on System reserves. (The
13 term “reserves” in this context refers to the difference between MW of
14 capability and MW of peak load; it can be measured either for the System
15 or for an Operating Company.) Each Operating Company owns or
16 controls its own capability (“Company Capability”), but all Companies can
17 draw upon the aggregate capability of the System (“System Capability”) —
18 the arithmetic sum in MW of the individual Company Capabilities — in
19 determining the adequacy of reserves.” However, some Operating
20 Companies own more than their share of the System’s total capability

®  The terms “Capability,” “System Capability” and “Company Capability” are fully defined and
explained in Sections 2.14, 2.15 and 10.02 of the System Agreement.
2013 ETI Rate Case 8-258

3788




Entergy Texas, Inc. Page 13 of 42
Direct Testimony of Michael J. Goin
2013 Rate Case

relative to their load, and thus own more than their share of System

2 reserves. Other Companies own less than their share. These Operating
3 Companies are known as ‘“long” and “short” Operating Companies,
4 respectively.  “Long” Companies are those with more generation
5 capability, relative to their allocated share of the System Capability based
6 on their monthly peak load. “Short” Companies are those with less
7 generation relative to their allocated share of the System Capability based
8 on their monthly peak load. A company’s position and the extent to which
9 it is “long” or “short” can change over time. The Service Schedule MSS-1
10 formula provides for payments by “short” Companies to “long” Companies.
11
12 Q16. WHAT IS THE BASIS FOR DETERMINING AN OPERATING
13 COMPANY’S SHARE OF SYSTEM RESERVES?
14 A An Operating Company’s share of System reserves is determined using a
15 concept defined in the Entergy System Agreement as “Responsibility
16 Ratio,” which is an allocator that reflects the relative contribution of each
17 Operating Company to the System’s coincident peak load — in other
18 words, an Operating Company’s coincident peak load divided by the
19 System peak load, calculated on a rolling twelve-month average. An
20 Operating Company’s share of System reserves (“Capability
2013 ETI Rate Case 8-259
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Responsibility”) is the product of that Operating Company’s Responsibility

2 Ratio and the System Capability.°
3
4 Q17. HOW ARE MSS-1 PAYMENTS DETERMINED?
5 A A short Company makes a payment only for the MW by which it is “short.”
6 The payments are computed monthly by multiplying the Company’s MW
7 shortfall - the difference between Capability Responsibility and Company
8 Capability ~ times a $/MW rate for the cost of owning reserve capability.
9 The rate is based on the fixed operating cost of certain oil- and gas-fired
10 generating units owned by the “long” Companies.
11
12 Q18. ARE RESERVE EQUALIZATION PAYMENTS DISCRETIONARY
13 AMONG THE OPERATING COMPANIES?
14 A. No. The FERC-approved Entergy System Agreement mandates that the
15 Operating Companies make and receive Reserve Equalization payments
16 in accordance with Service Schedule MSS-1.
17 In a prior ETI fuel reconciliation case, the Commission found:
18 By approving Service Schedule MSS-1, the FERC has
19 approved the method by which the Operating Companies
20 share the cost of maintaining sufficient reserves to provide
21 reliability for the Entergy System as a whole."”
10 Entergy System Agreement, Section 2.19.
" Docket No. 32710, Order on Rehearing at 9 (Finding of Fact 42).
2013 ETI Rate Case 8-260
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Q19.

DOES ETI PAY ANY MORE FOR RESERVE EQUALIZATION

2 PAYMENTS MADE PURSUANT TO SERVICE SCHEDULE MSS-1 THAN
3 * ANY OTHER OPERATING COMPANY?
4 A No. Service Schedule MSS-1 is a formula rate, and ETI's payments or
5 receipts in any particular month will be the same as any other similarly
6 situated Operating Company. In any given month, all of the Operating
7 Companies that are “short” and which must make MSS-1 payments will
8 pay the same rate, based on a weighted average of the rates for each of
9 the “long” Operating Companies, for each MW of capability for which it
10 is responsible.
11
12 Q20. DO RESERVE EQUALIZATION PAYMENTS RESULT FROM
13 RESOURCES REQUIRED TO MEET THE ENTERGY SYSTEM'S LOAD
14 REQUIREMENTS?
15 A Yes. As | explained above, the Entergy System is planned and operated
16 as a single, integrated electric system to satisfy the combined load
17 requirements of the Operating Companies. An essential element of
18 providing reliable and efficient delivery of electricity to customers is
19 maintaining an adequate level of capability through ownership or control of
20 generation. ETI's Reserve Equalization payments reflect its allocated
21 share of the cost of maintaining adequate capability for the System as
22 a whole.
2013 ETI Rate Case 8-261
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1 Q21. DO RESERVE EQUALIZATION PAYMENTS CHANGE OVER TIME?
2 A Yes, reserve equalization payments change from year to year and even
3 from month to month. This is because circumstances change that cause
4 ETl and other operating companies to become more or less “short” or
5 ‘long” vis-a-vis each other. For example, the addition or loss of ETI
6 resources affects ETlI's Reserve Equalization payments, as does the
7 addition or loss of resources of the other Entergy Operating Companies.
8 Changes in the rating of units, changes in the relative load growth among
9 Entergy Operating Companies, as well as changes in the calculation of the
10 MSS-1 rate itself, all affect ETI's Reserve Equalization payment. The
11 calculation of the MSS-1 rate is, as indicated in the discussion above,
12 itself subject to change depending on the identity of the long companies
13 and the resources that are used to establish the MSS-1 rate. In summary,
14 MSS-1 is a formula rate, and the amounts that ETI can be expected to pay
15 for reserve equalization will vary as all the inputs that make up the formula
16 change.
17
18 Q22. WHERE ARE SERVICE SCHEDULE MSS-1 AMOUNTS IDENTIFIED IN
19 THIS PROCEEDING?
20 A Amounts allocated pursuant to Service Schedule MSS-1 are shown in
21 Schedule H-12.4 a-g.
2013 ETI Rate Case 8-262
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1 Q23. PLEASE DESCRIBE SERVICE SCHEDULE MSS-2.

2 A Service Schedule MSS-2 prescribes the method for equalizing the

3 ownership costs associated with certain transmission systems facilities

4 owned and operated by each Operating Company. Service Schedule

5 MSS-2 determines each Operating Company’s Transmission

6 Responsibility by summing the System’s Net Inter-Transmission

7 Investments and multiplying that total by each Operating Company’s

8 Responsibility Ratio.

9

10 Q24. HOW ARE THE PAYMENT AMOUNTS FOR SERVICE SCHEDULE

11 MSS-2 DETERMINED?

12 A Each Operating Company's Net Inter-Transmission Investment is

13 subtracted from its Transmission responsibility. The result is multiplied by

14 the System Average Ownership Cost (“AOC”) in order to calculate the

15 amount that each Operating Company should pay or receive each month.

16 The AOC develops ownership costs of certain transmission investments.
2013 ETI Rate Case 8-263
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