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INTRODUCTION 

On April 28, 2023, Entergy New Orleans, LLC’s (“ENO”) submitted to the Council its Entergy 
New Orleans, LLC’s 2023 Electric and Gas Formula Rate Plan Filings (“FRP Evaluation Filing” 
or “instant FRP Evaluation Filing”) for the twelve-month evaluation period ending December 31, 
2022 (“2022 Test Year”) to initiate new electric and gas rates effective with the first billing cycle 
of September 2023. The Advisors have reviewed ENO’s FRP Evaluation Filing, conducted inquiry 
through discovery, and provide this report identifying errors in the FRP Evaluation Filing that 
would reduce ENO’s proposed electric revenue increase by approximately $7.0 million and reduce 
the proposed gas revenue increase by $1.3 million. The Advisors also suggest certain mitigation 
measures that could reduce the rate impact on electric ratepayers by $12.1 million while still 
allowing ENO a reasonable opportunity to recover its costs and earn the Council-approved rate of 
return. The FRP Evaluation Filing Decoupling approach results in a $7.90 increase1 on the typical 
residential electric bill, while ENO’s recommended alternative approach results in a $3.79 increase 
on the typical residential electric bill. The combined effect of the Advisors’ recommended 
corrections and mitigation measures results in a $4.04 decrease compared to this alternative 
method, which is a $0.24 decrease compared to present rates,2 The Advisors’ recommendations 
reduce ENO’s proposed $5.85 increase on the typical residential gas bill by $0.92, which is a $4.93 
increase compared to present rates. 

BACKGROUND 

Prior FRP Evaluation Filings 

ENO prepared its 2020 Formula Rate Plan (“FRP”) evaluation reports (based on a 2019 test year), 
which if filed, would have requested a $32 million electric and gas total combined revenue 
requirement increase that, if approved, would have become effective the first billing cycle of 
September 2020, in the midst of the COVID-19 pandemic. 

To ease the burden on ratepayers during the COVID-19 pandemic, ENO, through negotiation with 
the Council of the City of New Orleans (“Council”), agreed to forego a likely rate increase 
effective beginning September 2020 in exchange for more favorable ratemaking treatment for each 
of the three FRP evaluations the Council authorized in the 2018 Rate Case3 (e.g., a 51% 
hypothetical equity ratio), beginning in November 2021.  

On July 16, 2021, ENO submitted to the Council its 2021 FRP Evaluation Filing for the 2020 Test 
Year. This FRP Filing was made pursuant to Council Resolution Nos. R-19-457, R-20-67, R-20-
112, R-20-213, R-20-268, R-20-344, and R-21-295, wherein the Council approved ENO’s Electric 
and Gas FRPs: Service Schedules EFRP-6 (“EFRP”) and GFRP-6 (“GFRP”) for electric and gas 
respectively, and initiating new electric and gas rates effective with the first billing cycle of 
November 2021. 

 
1  See the FRP Evaluation Filing, Compliance w Decoupling Bill Comparison, Bill Impacts – ENO, which presents 

a Legacy ENO winter-summer average typical bill (1,000 kWh/mo.) impact of $7.90. 
2  Even though ENO’s electric FRP revenues increase based on our recommendations, ENO’s rates presently reflect 

$4.7 million in outside-the-bandwidth revenues that will expire with the new rates in the instant FRP Evaluation. 
The expiration of these revenues offset our corrected and mitigated revenue increase to yield the decrease in 
typical bills.  

3  In this report, we refer to ENO’s most recent rate case established by Resolution No. R-18-434 as the “2018 Rate 
Case”. 
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The 2021 FRP Evaluation Filing proposed an increase in electric revenue of $40.0 million and an 
increase in gas revenues of $18.8 million. The 2021 FRP Evaluation Filing also included outside-
the-bandwidth collections of $5.2 million in electric revenues and $0.3 million in gas revenues. 
Accordingly, the 2021 FRP Evaluation Filing showed an increase in revenues of $45.2 million for 
the electric utility and $19.1 million for the gas utility. ENO’s estimated residential typical monthly 
bill (i.e., 1,000 kWh electric and 50 ccf gas) increases according to its 2021 FRP Evaluation Filing 
were $11.03 and $14.21 for electric and gas respectively 

The Advisors’ October 1, 2021 report identified errors in ENO’s 2021 FRP Evaluation Filing 
totaling $14.7 million (gas and electric) as well as rate mitigation opportunities totaling $16.5 
million (again, gas and electric). While ENO did not agree with the Advisors’ recommendations 
in their 2021 report, ENO implemented EFRP and GFRP rider rates that reflected the revenues by 
rate class that the Advisors had recommended. ENO characterizes this as “voluntarily agreeing not 
to collect $14.8 million in its 2021 FRP”,4 but the $14.8 million adjustment to ENO’s proposed 
revenue increase resulted in reasonable and appropriate rates that allowed ENO the reasonable 
opportunity to earn its Council-allowed ROE of 9.35%.5  

ENO made its 2022 FRP Evaluation Filing on April 29, 2022. That filing proposed electric and 
gas revenue increases of $37.0 million (including $4.7 million in agreed-to outside the bandwidth 
revenues) and $3.2 million respectively. The Advisors recommended downward corrections to 
ENO’s revenue proposals of $15.7 million and $1.4 million for electric and gas respectively, plus 
the application of $13.9 million in available electric credits to be applied as bill mitigation 
measures. ENO implemented EFRP and GFRP rider rates that reflected the revenues by rate class 
that the Advisors had recommended, and the mitigation credits were applied to Rider PPCR. 

SUMMARY OF ADVISORS REVIEW AND ADJUSTMENTS 

As part of our review and as discussed later in this report, we identified errors in the instant FRP 
Evaluation Filing and prepared what we refer to as Advisor Adjustments to correct them. If these 
Advisor Adjustments are agreed to by the Parties, they would result in a reduction to the ENO 
proposed increases of approximately $7.0 million for the electric utility and $1.3 million for the 
gas utility. However, even with these Advisor Adjustments, the magnitude of the EFRP (i.e., 
electric) rate increases will still result in a significant bill increase to ratepayers. Accordingly, 
while the Parties are only directed to identify errors in the filing, we feel that the magnitude of 
ENO’s proposed electric revenue requirement increase and its impact on ratepayers necessitates a 
review of other potential ratepayer impact mitigation measures in addition to the identification of 
errors. 

Four sources of funds for mitigation that are available with respect to electric customers are monies 
currently being held by ENO pending Council direction. These monies, totaling roughly $47.7 
million, could be utilized by the Council, unilaterally, to reduce the magnitude of the Rate 
Adjustment beyond the errors that are ultimately identified and agreed to by the Parties. 

• Refunds from FERC Docket No. EL18-152. $34,838,880. Due to the Council’s long-term 
efforts to ensure just and reasonable rates before the Federal Energy Regulatory 
Commission (“FERC”), ENO received a total of $34,838,880 in refunds that are available 

 
4  FRP Evaluation Filing, Summary Pleading at 4 
5  See Investigation and Review of Entergy New Orleans LLC’s 2022 Electric and Gas Formula Rate Plans 

Evaluation Filings, “ENO’s 2021 Financial Performance” at 6-7. 
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for disbursement for ratepayer benefit at the Council’s direction,6 but SERI has sought 
reconsideration of this order,7 which we discuss later in this report as affecting our 
recommended use of these funds. This $34,838,880 refund amount relates to two issues 
addressed in FERC Docket No. EL18-152: 

o Sale-Leaseback Renewal Rental Expense. FERC ordered that System Energy 
Resources, Inc. (“SERI”) could not recover through Unit Power Sales Agreement 
(“UPSA”) billings its costs related to a lease renewal on approximately 11.5% of 
SERI’s ownership of the Grand Gulf Nuclear Station (“Grand Gulf”). This refund 
amount to ENO, including FERC interest, was $29,500,743. 

o Depreciation Rate Corrections. FERC ordered corrections to SERI’s calculation of 
depreciation expenses as billed under UPSA on plant related to its leasehold interest 
in Grand Gulf. This refund amount to ENO, including FERC interest, was 
$4,513,605. 

Of note, this $34,838,880 amount is inclusive of “applicable interest” as of April 30, 20238 
that continues to accrue. ENO has stated this credit’s amount as of August 31, 2023 as 
being HSPM in its response to Data Request (“DR”) CNO 4-1. 

• EAC Rate Adjustment Deferral $1,499,000. In December 2022, ENO received a one-time 
credit related to the sale of certain surplus Cross-State Air Pollution Rule (“CSAPR”) NOx 
Group 3 Allowances, which the Council directed ENO to retain for later ratepayer benefit. 
These funds are available for disbursement for ratepayer benefit at the Council’s direction.  

• Partial Settlement in FERC Docket No. EL20-72 $6,378,438. The Council, along with the 
other retail regulator complainants in this FERC proceeding reached a settlement of certain 
issues that were set for trial. The remaining issues are before FERC and the date of its final 
determination is unknown. 

• SERI Depreciation Refund from FERC Docket No. ER21-736 Approximately $5 million. 
In FERC Docket No. ER21-736, SERI requested an increase to its allowed depreciation 
rates, which are a component of SERI’s billings to ENO. Per FERC procedures, SERI’s 
requested rates became effective May 2022 while settlement discussions were underway. 
A settlement arriving at deprecation rates lower than those requested by SERI was reached, 
with new rates implemented June 2023. A refund is due ENO for excess billings during 
this 13-month period, but ENO failed to provide an estimate of this amount.9 Based on our 
review of available data, ENO’s refund will be in the rough range of $5 million. 

Table 1 presents a summary of the total proposed revenue impacts of the FRP Evaluation Filing, 
Advisor Adjustments, Advisor recommended bill mitigation measures, and the net FRP revenue 
impact. 

 
6  ENO states that the available amount of this credit as of April 30, 2023 was $34,838,880; See DR CNO 1-14. 
7  See SERI’s Petition for Review before the United States Court of Appeals for the Fifth Circuit, March 6, 2023. 
8  ENO’s response to DR CNO 1-14 
9  See ENO’s response to DR CNO 4-1. 
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Table 1 
Summary of Advisor Recommended Adjustments 

($ in Millions) 

 Electric Gas 

ENO Proposed FRP Revenue Increase $17.4 $8.2 

Agreed-to Outside-the-Bandwidth Revenues $3.4 $0.0 

ENO Proposed Incremental FRP Revenues $20.8 $8.2 

Advisor Adjustments   

     Advisor Adjustments to Evaluation Report ($7.0) ($1.3) 

     Advisor Recommended Bill Mitigation Measures ($12.1)  

     Total Advisor Recommended Adjustments and Mitigations ($19.1) ($1.3) 

Revenue Increase After Advisor Adjustments  $1.7 $6.9 

Percent Change to ENO’s Proposed Revenue Increase (91.8%) (15.8%) 

In addition to these Advisor Adjustments and recommended bill mitigation measures, our report 
also discusses the allocation of electric revenue requirement (decoupling) among the rate classes 
pursuant to Rider EFRP Section II.B.2 and other items for Council consideration that we have 
identified during our investigation and review. 

ENO’S FRP EVALUATION FILING 

ENO’s FRP Evaluation Filing proposes both an electric and a gas FRP revenue increase, and ENO 
has requested FRP rate adjustments to prospectively (i.e., commencing with the first billing cycle 
of September 2023) reset each of its electric and gas rates consistent with the FRPs’ midpoint ROE 
of 9.35%. As discussed later in this report, decoupling is a required element of the EFRP 
Evaluation filing, and the decoupling mechanism is utilized in determining customer class revenue 
requirement allocations in each test year FRP Evaluation report. In its EFRP Evaluation Filing, 
ENO applied decoupling in initially determining customer class revenue requirement allocations. 
However, noting that its application of decoupling had “…a disproportionate effect on the 
Residential and Municipal Buildings rate classes”,10 ENO proposed alternative Electric FRP Rate 
Adjustments (“ENO Alternative Proposal”) that did not incorporate decoupling. It is the proposed 
alternative Electric FRP Rate Adjustments for which ENO is requesting Council approval.  

Table 2 presents the as-filed FRP Evaluation Filing electric revenue change by rate class.11  

 
10  FRP Evaluation Filing, Summary Pleading, Paragraph VII at 10 
11  Table 2 summarizes ENO’s decoupling results provided in Attachment G, and the supplemental workpapers 

supporting Compliance with Decoupling.  
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Table 2 
ENO FRP Evaluation Filing Change in Electric FRP Revenues 

Rate Class 
Applicable 

Base Revenue 

Proposed 
Change in FRP 

Revenue1 

Proposed Change 
in FRP Revenue 

as Percent of 
Base Revenue 

Residential $182,062,241  $19,072,783  10.5% 
Small Electric Service 71,676,686  (7,408,999) (10.3%) 
Municipal Buildings 2,086,553  1,923,062  92.2% 
Large Electric 25,237,611  (3,743,488) (14.8%) 
Large Electric High Load Factor 94,646,849  10,523,824  11.1% 
Master Metered Non-Residential 605,840  50,610  8.4% 
High Voltage 5,531,634  11,056  0.2% 
Large Interruptible 3,977,229  476,126  12.0% 
Lighting Service 4,020,700  (82,744) (2.1%) 
Total 389,845,342  20,822,230  5.3% 
1 This $20.8 million total proposed change in FRP revenue includes the agreed-to outside-the-

bandwidth electric revenue of $3.4 million. 

Of note, ENO’s FRP Evaluation Filing Decoupling assigns 92% of ENO’s proposed $20.8 million 
increase in electric revenues to residential customers. Through discovery, we were not provided 
with sufficient data to identify the cause of this seemingly anomalous result. While ENO attempts 
to resolve this result with the ENO Alternative Proposal, we do not believe that the ENO 
Alternative Proposal is appropriate in that it fails to adhere to the Council’s decoupling 
requirement per Council Resolution No. R-19-457. 

Table 2a presents the ENO Alternative Proposal electric revenue change by rate class.12 

 
12  ENO’s supporting work paper indicates that ENO’s Alternative Proposal EFRP revenue adjustment was 

apportioned to customer classes on base revenue, not including the EFRP exclusions or annualized EFRP revenue 
(accumulated EFRP revenue adjustments since the rate case). No additional exhibits were provided similar to 
Evaluation Attachment G, presenting customer classes rates of return corresponding to the Alternate Proposal.  
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Table 2a 
ENO Alternative Proposal Change in Electric FRP Revenues 

Rate Class 
Applicable 

Base Revenue 

Proposed 
Change in FRP 

Revenue1 

Proposed Change 
in FRP Revenue 

as Percent of 
Base Revenue 

Residential $182,062,241 $9,944,743 5.5% 
Small Electric Service 71,676,686 3,536,196 4.9% 
Municipal Buildings 2,086,553 114,495 5.5% 
Large Electric 25,237,611 1,326,205 5.3% 
Large Electric High Load Factor 94,646,849 4,970,250 5.3% 
Master Metered Non-Residential 605,840 30,075 5.0% 
High Voltage 5,531,634 385,086 7.0% 
Large Interruptible 3,977,229 248,788 6.3% 
Lighting Service 4,020,700 266,394 6.6% 
Total $389,845,342 $20,822,231 5.3% 
1 This $20.8 million total proposed change in FRP revenue includes the agreed-to outside-the-

bandwidth electric revenue of $3.4 million. 

Table 3 presents ENO’s proposed Gas FRP revenue increases. 

Table 3 
ENO’s Proposed Gas Change in FRP Revenues 

Rate Class 
Applicable Base 

Revenue 

Proposed 
Change in FRP 

Revenue 

Proposed Change 
in FRP Revenue 

as Percent of 
Base Revenue 

Residential   $24,481,223   $5,312,553  21.7% 
Small General  5,245,920   1,138,392  21.7% 
Large General  5,498,238   1,193,146  21.7% 
Small Municipal  55,584   12,062  21.7% 
Large Municipal  2,606,497   565,623  21.7% 

Total  $37,887,462   $8,221,776  21.7% 

ENO’s estimate of electric and gas typical bill impacts from its electric FRP Evaluation Filing 
(decoupling), ENO Alternative Proposal, and Gas FRP Evaluation Filing revenue changes are 
presented in Tables 4, 4a, and 5. Of note, the bill impacts are incremental from the EFRP and 
GFRP rates presently in effect. 
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Table 4 
ENO FRP Evaluation Filing Estimated Change to Typical Electric (Legacy) 

Customer Monthly Bill 

Rate Class 

Typical 
Energy 
(kWh) 

Typical 
Demand 

(kW) Present Proposed Change 

Residential1 1,000 - $130.03 $137.93 $7.90 

Small Electric  9,125 50 $1,345 $1,242 ($102.88) 

Large Electric  91,250 250 $9,948 $8,870 ($1,077.28) 

1. ENO’s presented residential typical bills are calculated using a simple average of summer 
and winter typical bills (in both cases, 1,000 kWh/mo.). Had ENO instead presented summer 
typical bills, present bills would have been $132.34, proposed bills would have been $140.41, 
and the change would have been $8.07. 

 

Table 4a 
ENO Alternative Proposal Estimated Change to Typical Electric (Legacy) 

Customer Monthly Bill 

Rate Class 

Typical 
Energy 
(kWh) 

Typical 
Demand 

(kW) Present Proposed Change 

Residential1 1,000 - $130.03 $133.82 $3.79 

Small Electric  9,125 50 $1,345 $1,385 $40.33 

Large Electric  91,250 250 $9,948 $10,185 $237.10 

1. ENO’s presented residential typical bills are calculated using a simple average of summer 
and winter typical bills. Had ENO instead presented summer typical bills, present bills would 
have been $132.34, proposed bills would have been $136.21, and the change would have 
been $3.87. 

 

Table 5 
ENO Proposed Estimated Change to Typical Gas Customer Monthly Bill 

Rate Class Typical Usage Present Proposed Change 

Residential 50 ccf $59.72 $65.57 $5.85 

Small General 500 ccf $472.24 $511.97 $39.73 

Large General 1,000 mcf $8,054 $8,639 $585.11 
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ENO’s 2022 Financial Performance 

As part of ENO’s discussion of its proposed $17.4 million electric revenue increase, ENO states 
that its FRP Evaluation Filing “reflects an Earned Rate of Return on Common Equity (“EROE”) of 
7.34%”13 which is outside the Council’s authorized 8.85% to 9.85% ROE bandwidth range. Of 
note, ENO’s electric EROE value in this statement is based on its adjusted cost of service, which 
includes substantial proforma cost increases for 2023, such as new plant for 2023 that was not in 
service in 2022.  

ENO’s final 2022 EFRP revenue requirement was $465,424,129.14 In the instant Evaluation, ENO 
reports present revenues of $477,458,223,15 or $12,034,094 more than ENO’s 2022 FRP revenue 
requirement. As such, ENO’s 2022 FRP rate adjustment fully allowed it the reasonable opportunity 
to earn its allowed ROE of 9.35%. ENO’s request for increased FRP rates relates to proposed 
increases in its cost of service from 2022 to 2023, not to any underperformance in 2022 or the 
Council’s failure to allow ENO appropriate FRP rates. 

ADVISOR REVIEW OF THE FRP EVALUATION FILING 

The Advisors have, during the FRP’s prescribed 75-day review period, reviewed ENO’s FRP 
Evaluation Filing to ensure that it complies with the requirements of the FRP Tariff (specifically 
Section II.C of the FRP riders). The Advisors are directed to identify and formally communicate 
in writing to ENO and/or other Parties any identified errors in the application of the principles and 
procedures set forth in the annual redetermination of Rate Adjustments. 

In the conduct of our investigation and examination of the FRP Evaluation Filing we: (i) reviewed 
ENO’s FRP Evaluation Filing and associated work papers; (ii) issued six sets of discovery to ENO 
consisting of 65 single and multi-part questions; (iii) reviewed and analyzed all discovery 
responses; and (iv) reviewed ENO’s FERC Form 1 filings, Entergy Corp.’s SEC 10-K filings, and 
other informational filings. 

Our investigation, review, and examination of ENO’s FRP Evaluation Filing focused on: 

1) Review of ENO’s reported revenue amounts and consideration of their reasonable 
predictive value for revenues ENO may earn during the rate-effective period (i.e., 
September 2023-August 2024);16 

2) adherence to the EFRP-6 and GFRP-6 Tariffs, including those riders’ provisions for known 
and measurable adjustments to revenues or cost of providing utility service; 

3) adherence to sound ratemaking principles, especially those applied precedentially by the 
Council in the 2018 Rate Case; and 

4) certain of ENO’s ratemaking proposals that exceed the Council’s customary past 
ratemaking treatment.  

 
13  FRP Evaluation Filing, Summary Pleading, XIV at 12. See also FRP Evaluation Filing, Attachment B at 1:19. 
14  See ENO’s 2022 Final Compliance w Decoupling Attachment A WP, Applicable Base Revenue ($376,379,526) 

plus Total EFRP Revenue ($89,045,604). 
15  See FRP Evaluation Filing, Compliance w Decoupling AJ01A A GPart 1, Applicable Base Revenue 

($389,845,342) plus EFRP Revenue Annualization Amount ($87,612,881). 
16  As we discuss later in this report, the FRP rates set in the instant FRP Evaluation may persist beyond August 

2024. 
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Our review identified several adjustments to ENO’s proposed FRP revenues as well as applications 
of available funds to mitigate bill impacts. Table 6 presents the Advisor Adjustments and 
mitigation measures. While we believe the estimates are accurate, ENO employs an array of 
proprietary and licensed (i.e., not readily available to the public) software tools to generate the 
schedules and attachments to its FRP Evaluation Filing, including tools such as Utilities 
International’s UI Planner software, which appears to be the basis of ENO’s Plan to Results (P2R) 
regulatory filing system. Further, ENO uses licensed software such as Power Plan and Power Tax 
for key revenue requirement inputs. As such, ENO’s final compliance calculations may differ 
somewhat from the revenue impacts summarized in Table 6 below.  

Table 6 
Summary of Advisor Adjustments and Mitigation Measures 

($ Millions) 1 

Description Electric Gas 
Total 

Company 

ENO Proposed FRP Revenue Increase $17.42 $8.18 $25.64 

Agreed-to Outside-the-Bandwidth Revenues $3.40 $0.04 $3.40 

ENO Proposed Incremental FRP Revenues $20.82 $8.22 $29.04 
Advisor Adjustments 

ADV02 – OPEB $2.17 $1.24 $3.41 
ADV04 – R&E Accrual $0.03 - $0.03 
ADV05 – Hurricane Ida Payroll $0.55 - $0.55 
ADV06 – FIN48 Interest $0.42 $0.04 $0.46 
ADV07 – LCFC $1.72 - $1.72 
ADV08 – Minor Storms $1.83 - $1.83 
ADV09 – Storm Proforma $0.29 - $0.29 
Subtotal – Advisor Adjustments $7.02 $1.28 $8.30 
Total Adjusted FRP Revenue    

Advisor Recommended Bill Mitigation Measures 

ADV10 – Expiring Revenue Requirements $5.69 - $5.69 
ADV11 – FERC Refund Regulatory Liability $6.40 - $6.40 
Subtotal – Bill Mitigation $12.09 - $12.09 
Total Adjusted and Mitigated Revenues $1.72 $6.94 $8.66 
1. Values do not sum due to rounding. 

Advisor Adjustments 

Here, we discuss each Advisor Adjustment regarding identified errors in the FRP Evaluation 
Filing. These Advisor Adjustments are enumerated as “ADVXX” (e.g., ADV02 – OPEB). 
Additionally, for each Advisor Adjustment, the specific adjustment dollar amount by ENO 
Account is detailed in Attachment C to this report. Of note, each adjustment’s enumeration is 
intended to match that of our 2022 report as applicable. As discussed later in this report, some 
Advisor Adjustments in the 2022 report do not carry forward into this report, therefore some 
enumerations are unused. 
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OPEB Expense (ADV02) 

To satisfy its Other Post-Retirement Benefits ("OPEB") obligations to retirees, ENO established 
an external trust, funded through costs recovered in rates. Each year, in accordance with Generally 
Accepted Accounting Principles, ENO’s external actuary redetermines ENO’s OPEB obligation 
and determines the annual OPEB costs associated with satisfying ENO’s OPEB obligation to ENO 
employees.  

ENO has taken steps to reduce ENO’s OPEB obligations and OPEB costs to customers; these steps 
have resulted in the OPEB external trust being fully funded.17 Barring an unforeseen event, these 
changes have put ENO on the path to its OPEB obligation being fully funded in the future. 

The resulting overfunding has caused ENO’s OPEB cost to become a credit to ENO’s revenue 
requirement. In 2012, ENO’s net OPEB cost was $4.5 million. In 2021, ENO’s net OPEB cost was 
($6.4) million. ENO allocates a portion of this amount to OPEB expense, which is recorded to 
Account 926, and a portion to capital, which is added to plant costs in Account 107. ENO’s OPEB 
expense (credit) amounts by year are presented in Table 7. 

Table 7 
ENO OPEB Cost by Year 

($ in Thousands)1 

Year OPEB (Income)/Cost 
2022 ($6,720) 
2021 ($6,420) 
2020 ($4,929) 
2019 ($3,450) 
2018 ($3,673) 
2017 ($2,521) 
2016 ($2,803) 
2015 ($1,617) 
2014 ($1,455) 
2013 $2,625 
2012 $4,486 
2011 $3,669 
2010 $5,205 

1 Source Entergy Corporation SEC Form 10-K 
Reports, “Net other postretirement benefit 
(income)/cost” 

 
17  In 2013, ENO modified the structure of the OPEB plan to lower such costs. Subsequently, ENO eliminated OPEB 

for all non-bargaining employees hired or rehired after June 30, 2014 and set a dollar limit cap on future increases 
in the Company’s contribution to retiree medical costs effective 2019 for those employees that began receiving 
their OPEB benefits on or after January 1, 2015. In March 2020, ENO announced additional OPEB plan design 
changes for retirees that are former non-bargaining employees to reduce costs; these changes take advantage of 
marketplace innovations and implement a Medicare exchange program to replace the current supplemental 
medical plan options available. 
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As the Table 7 shows, OPEB Cost has been declining since at least 2010, and became negative 
(i.e., a credit or an income source) in 2014, consistent with Entergy’s related actions discussed 
above. 

ENO proposes, as it did in its 2022 FRP Evaluation Filing, that the expense portion of the OPEB 
Credit be excluded from the calculation of Net Utility Operating Income in the FRP Evaluation 
Filing, as proposed in Adjustment AJ08F, and that ENO be authorized to cease allocating the 
capital portion of the OPEB Credit to plant costs on a prospective basis. Specifically, ENO 
proposes, in proforma Adjustment AJ08F – Pension, to reverse (i.e., debit O&M) $2,161,174 
electric and $1,244,979 gas in OPEB expense credit (i.e., a negative expense) from operating 
expense. ENO argues this is appropriate because, although ENO’s OPEB cost is negative, ENO 
does not receive cash or other assets from the OPEB external trust to fund the OPEB Credit. 

In the 2018 Rate Case, ENO’s per-book equivalent expense was $59,779 (a debit, or positive 
expense),18 and ENO made no proforma adjustments to that cost. Prior to the 2018 Rate Case, in 
ENO’s 2012 FRP Evaluation Filing, ENO’s Account 926 expense of $11,237,860 similarly was 
not proformed and was recoverable in rates.19 Only with negative OPEB costs does ENO propose 
to remove the credit from its cost of service. 

ENO’s proposal in the instant FRP Evaluation is not appropriate. First, this is a ratemaking 
treatment not supported by the Council’s precedential finding in the 2018 Rate Case. Second, 
ENO’s revenue requirement is primarily driven by per-book accrual accounting data, of which 
these OPEB expenses are but one example. ENO often incurs expenses that do not tie to current 
cash flows. At some point, ENO’s negative OPEB expenses will either cause its accounting to 
match future OPEB benefit payments and its external trust’s value or an excess of OPEB external 
trust funds will be recoverable to ENO’s owner through a restructuring or termination of that plan. 
Third, these negative expenses represent a reversal of positive expenses that have been funded by 
ratepayers. As such, ENO has erred in its proposed OPEB ratemaking adjustment, and Advisor 
Adjustment ADV02 reverses this error. 

R&E Calculation (ADV04) 

In ENO’s 2022 FRP evaluation, HSPM file, “AJ03A - ADIT_E_WP_HSPM”, ENO applied an 
irrational and unsupported calculation methodology related to its rate base. In that FRP Evaluation 
Filing, because ENO’s actual 2020 Research and Experimentation (“R&E”) costs were not 
satisfactorily large in ENO’s subjective opinion, ENO summed four years’ such values, but did 
not divide by four – ENO divided a four-year total by three simply because one year’s value was 
too small in ENO’s subjective opinion. ENO’s HSPM explanation to this effect was not 
satisfactory.20 Our estimated impact of ENO’s error in the 2022 FRP Evaluation and inadequate 
justification for its error was de minimis. As such, we did not attempt to generate an Advisor 

 
18  ENO’s September 21, 2018 Application of Entergy New Orleans, LLC for a Change in Electric and Gas Rates 

Pursuant to Council Resolutions R-15-194 and R-17-504 and for Related Relief, EX 1 - Operations and 
Maintenance Expenses_EP2, line 103 – 926NS1: ASC 715 NSC - Emp Pens & Ben. 

19  See ENO’s 2012 FRP Evaluation Filing, 8.1.3.1-8.1.3.3 - Operations and Maintenance Expense, Excel line 139. 
In this filing, ENO did not subtotal OPEB from Account 926.  

20  See 2022 FRP Evaluation, DR CNO 5-2 and ENO’s HSPM response thereto. 
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Adjustment to correct ENO’s error. However, ENO continues to propagate its incorrect calculation 
in the instant FRP Evaluation Filing. 

ENO should not be allowed to apply unsupportable math, even when their ratepayer impact is 
minor. As such, we have recalculated this accrual and corrected ENO’s error by reducing ENO’s 
rate base balance in ENO Account 190884 by $389,373. 

Hurricane Ida Payroll (ADV05) 

In ENO’s adjustment AJ05B, ENO proposes to defer and recover payroll expenses incurred 
concurrent with system restoration activities following Hurricane Ida. ENO states that it deferred 
a total of $673,682 in such expenses which it seeks to recover through the EFRP rates. Of this, 
$546,997 was incurred in 2021 and $126,688 was incurred in 2022.21 The entirety of this proposal 
is inappropriate, although we recommend that only the 2021 payroll be adjusted out of ENO’s cost 
of service. 

ENO is allowed to set base rates (as adjusted by FRP rates) to allow it the reasonable opportunity 
to recover its cost of service. ENO’s payroll, as well as payroll allocated to ENO from its affiliates, 
are part of ENO’s cost of service. As such, ENO’s base rates in 2021 were properly set according 
to ENO’s payroll in the 2020 test year. The fact that some payroll was expended in furtherance of 
system restoration does not mean ENO was not allowed recovery of such through rates. ENO now 
wants to seek double-recovery of these 2021 expenses that have already been allowed recovery, 
which is inappropriate. In any event, according to the prospective ratemaking principle and the 
text of Rider EFRP-6, ENO may not seek recovery in 2023 for costs incurred in 2021. 

Regarding 2022 payroll in ENO’s adjustment, ENO appears to have deferred this expense in its 
per book accounting. The Council did not authorize this deferral, and there is no justification for 
ENO’s having done so. This deferral is inappropriate, and ENO should refrain from doing so in 
the future. However, as ENO Adjustment AJ05B essentially seeks to reverse an inappropriate 
deferral (in the amount of $126,688), we recommend that the Council allow this portion of AJ05B, 
as ENO’s two errors net to a zero impact on ratepayers as compared to a correct ratemaking 
treatment. ENO should cease deferring regular payroll-related expenses simply because they are 
recorded with a project code associated with a weather-related event. 

Interest on FIN48 Tax Liabilities (ADV06) 

In ENO’s Adjustment AJ06B, ENO requests recovery of $418,369 (electric) and $39,153 (gas) in 
calculated interest on tax positions that in ENO’s opinion do not meet the “more-likely-than-not 
recognition threshold”22 of being allowed by the IRS upon audit (i.e., FIN 48 tax positions).23 
Given the uncertainty of the amount and timing of any interest payment related to FIN 48 tax 
positions, until such time as ENO makes such an interest payment related to these FIN 48 tax 
positions in rate base, ENO should not be allowed to include as a proforma adjustment in its FRP 
Evaluation reports these calculated interest amounts on FIN 48 tax positions. Further, given ENO’s 
Account 190 Accumulated Deferred Income Tax (“ADIT”) balances in rate base related to net 
operating loss carryforward balances, any recovery of interest related to FIN 48 tax positions must 
consider whether ratepayers have fully enjoyed the benefit of these positions or whether a portion 

 
21  See ENO’s response to DR CNO 1-30. 
22  See FASB Interpretation No. 48 at 5. 
23  See ENO’s response to DR CNO 3-1. 
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of the Account 190 balances offset such benefit. We have corrected ENO’s error regarding FIN 48 
interest by reversing these electric and gas expenses through Advisor Adjustment ADV06. 

LCFC and Energy Smart Goals (ADV07) 

ENO’s proposed EFRP revenue increase includes a $8,589,170 Present Revenue decrease24 (an 
increase to ENO’s revenue requirement) to account for ENO’s expected Lost Contribution to Fixed 
Costs (“LCFC”) related to energy sales reductions caused by the Council’s Energy Smart program 
over the year following the Evaluation Period. This $8.6 million increase to ENO’s EFRP revenue 
requirement was estimated from the 2023 kWh Savings goal approved in Council Resolution No. 
R-22-523 and the Adjusted Gross Margin representing fixed cost $/kWh. The use of the actual 
2022 Energy Smart program kWh reduction compared to the 2022 kWh Savings goal provides a 
more certain estimate for determining an estimated LCFC adjustment for 2023. ENO did not nearly 
achieve its Council-approved Energy Smart Program Year 12 savings goal in 2022, achieving 
79.88% of goal, and the LCFC ENO experienced in 2022 based on achieved kWh savings was 
$6.3 million.25 The EFRP tariff, Attachment H provides for known and measurable adjustments to 
rate base and operating income, including the LCFC expected to result from Energy Smart. 
However, Attachment H does not specify that the LCFC estimate be the program year goal from 
the three-year Energy Smart Implementation Plan; and although not a known and measurable cost, 
the LCFC proforma adjustment should be supported as much as possible with a reliable current 
estimate based on current information.26 

Recent years’ experience shows that an LCFC estimate based on ENO’s Energy Smart three-year 
kWh savings goals is not necessarily a reliable estimate for the actual lost contributions to fixed 
costs that ENO may experience. As such ENO has erred in proposing a $8.6 million LCFC 
adjustment amount in its EFRP Evaluation Filing. The Advisors adjust this amount to a more 
reasonable expectation of ENO’s ability to achieve its Energy Smart kWh goals by applying a 
factor based on actual results from 2022 compared to the 2022 kWh savings goal, and applying 
that factor to the 2023 savings goal to estimate an LCFC adjustment in the Evaluation. After this 
Advisor Adjustment, ENO’s LCFC revenue adjustment should be reduced by $1.7 million. 
Advisor Adjustment ADV07 effects this correction to ENO’s error. 

Minor Storm Costs (ADV08) 

In the FRP Evaluation Filing, ENO has sought to recover O&M costs related to minor storm costs 
incurred in 2021 and 2022. As with payroll costs related to Hurricane Ida, discussed above 
(ADV05), ENO’s cost of service includes O&M costs that vary individually from year to year. 
However, the 2022 Test Year’s total O&M costs are generally accepted to be the proper indicator 
for prospective total O&M costs. ENO, through its adjustment AJ05, seeks to single-out O&M 
costs related to what it describes as minor storm events. This constitutes inappropriate single-issue-

 
24  See FRP Evaluation Filing, Adjustment AJ08D. 
25 Lost Contribution to Fixed Costs and Utility Performance Incentive Filing for Energy Smart Program Year 12 for 

Entergy New Orleans, June 30, 2023. 
26  In the LCFC discussion in the 2018 general rate case, ENO’s proposal advocated LCFC recovery based on actual 

results. See Resolution R-19-457, page 156. 
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ratemaking, and ENO should cease deferring these O&M costs that it deems as related to minor 
storm events. 

Those costs incurred by ENO in 2021, $816,928,27 have already been allowed recovery through 
ENO’s base rates (as adjusted through the 2022 FRP Evaluation). These proforma costs are an 
error on ENO’s behalf. Regarding costs incurred by ENO in 2022, $188,481,28 ENO appears to 
have deferred these costs in 2022, which is an inappropriate deferral that constitutes single-issue-
ratemaking. As such, ENO is essentially reintroducing the same costs it deferred. As such, no 
adjustment is necessary for 2022 costs as ENO’s two errors are offsetting. 

Further, ENO seeks to implement a $1 million reserve for future deferred O&M. It is inappropriate 
for ENO to seek recovery now for unknown and unmeasurable potential future O&M costs. We 
note that no part of AJ05C indicates a related rate base liability for ENO’s proposed reserve. 

We correct these errors in Advisor Adjustment ADV08. 

Proforma Storm Capital Investments (ADV09) 

The FRP riders allow ENO to proform costs into its cost of service related to the year following 
the test year (i.e., 2023 for the instant FRP Evaluation Filing). Rider Schedule EFRP-6 (electric) 
says, 

For purposes of this Rider EFRP, adjustments for changes to Rate Base, Revenues, 
and Expense for the prospective twelve months following the EFRP evaluation 
period (i.e., Proforma Adjustments) can be made as long as they are “Known and 
Measurable.” Known and Measurable changes, including attendant impacts, are 
those changes that reflect changes in operating conditions and/or costs incremental 
to test year evaluation period operations. Such costs must be expected to be incurred 
and reasonably budgeted with sufficient information to be verified as appropriate 
proforma adjustments as set forth in Attachment H.29 

ENO has requested a $2,552,58830 proforma addition to distribution plant in service related to 
storm restoration capital costs that may be incurred in 2023 with respect to minor weather events. 
As with ENO’s 2022 FRP Evaluation Filing, ENO errs in proposing this proforma adjustment 
because these estimated investment amounts do not meet the “known and measurable” standard 
for inclusion in the FRP Evaluation’s cost of service. 

As such, consistent with our recommendations in our 2022 report, ENO erred in proposing the 
proforma adjustment to add $2,552,588 to its plant in service. Advisor Adjustment ADV09 
corrects this error by removing this proforma and its related ratemaking effects.  
Cost Allocation/Customer Class Decoupling Adjustments 

While the methods of cost allocation used in the 2018 Rate Case are to be maintained throughout 
the EFRP Evaluation Filings, updating external allocation factors with a complete supporting 

 
27  See ENO’s response to DR CNO 1-31. 
28  See Id. 
29  Rider Schedule EFRP-6, FN 1 at pg. 30.3 
30  See FRP Evaluation Filing, Attachment H (electric), funding project “F1PCDSTR0N: DISTR STORM 

DAMAGE CAPITAL, ENOI”. 
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analysis is necessary to maintain fairness in the customer class Decoupling revenue adjustments. 
Certain methods of cost allocation were addressed in Resolution R-19-457, while the treatment of 
other cost allocation methods, such as the capacity cost allocation related to interruptible loads, 
while not specifically addressed, were included within the Council’s directives in Resolution R-
19-457 related to the allocation of customer class revenue requirements.  

Ordering Paragraph 26 of Resolution R-19-457 states that: (i) ENO's decoupling proposal shall be 
modified such that a full decoupling mechanism shall be filed with each electric EFRP evaluation, 
with total allocated costs of service for each customer class included in the decoupling revenue 
adjustment; (ii) the customer rate class allocation factors be updated annually with current billing 
determinants; and (iii) a new baseline of customer class fixed and variable revenue requirements 
shall be determined in each EFRP evaluation from an allocation of total operating costs and a 
return component based on the rates of return corresponding to the customer class total revenues 
set in the instant docket; and (iv) any adjustments that may be needed to the relative rates of return 
will be such that those adjustments move the relative customer class rates of return toward the 
utility's rate of return based on the weighted average cost of capital. Of note, ENO discussed a 
“Decoupling Pilot Program implemented in Ordering Paragraph 26 of Resolution R-19-457. . .”31 
To be clear, Resolution R-19-457 does not implement a “pilot” program; Ordering Paragraph 26 
does not contain the word “pilot”, but rather establishes the above requirements for ENO’s EFRP 
Evaluation Filings. 

Ordering Paragraph 14 of Resolution R-19-457 stated that the utility's total revenue requirements, 
as determined by compliance with each of the Council's directives in this Resolution, will be 
recovered from each customer class on the basis of the Advisors' proposal for customer class 
revenue requirements as indicated in Advisors' Exhibits VP-20 and VP-21 in Council Docket No. 
UD-18-07 for the electric and gas utilities respectively. Ordering Paragraph 14 of Resolution R-
19-457 and Attachment G of Rider Schedule EFRP-6 specify that customer class revenue 
requirements are determined by Decoupling and provide for no alternative that permits the ENO 
Alternative Proposal. 

Also, Rider EFRP Tariff Sec. II.B.2 states that the determination of the fixed and variable revenue 
requirements by rate class shall be consistent with the allocation methodologies approved in 
Docket UD-18-07 except that the return on rate base component shall be based on class rates of 
return corresponding to the relative rate class revenues set in Docket UD-18-07. Consistency with 
allocation methodologies would include a rigorous examination of how each allocation factor is 
derived, because of the impacts that allocation factor values have on Decoupling results. 

The Advisors’ examination of the capacity-related fixed cost allocation factors raised several 
questions when compared to the comparable allocation factors developed in the recent 2018 Rate 
Case. Specifically, prior to the installation of AMI meters and supporting systems, residential and 
other small customer classes capacity-related fixed cost allocation factors had to be estimated since 
no hourly meter data was yet available to provide residential class demands at the required specific 
hours.32 That estimation required the use of current load research data, with sampled results of a 
small group applied statistically to the entire residential customer class. Residential customer class 
“load characteristics” relating average customer monthly usage to monthly peak hour demands 
would not be expected to change dramatically for twelve-month periods not far removed from each 

 
31  FRP Evaluation Filing, Summary Pleading, VII at 8 
32  The capability of AMI meters and supporting legacy systems to provide usage at specific hours is addressed 

below. 
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other. Residential average monthly usage in the 2018 test period was 1,020 kWh/customer, and in 
the 2021 EFRP Evaluation (October 2020 -September 2021) the Residential customer class 
average monthly usage was 1,041 kWh/customer, not very different. Yet, the estimated Residential 
customer class ratio of average to peak usage (load factor) was notably different between these 
two periods due to the difference in the estimates of Residential peak demands. In the recent 2018 
Rate Case the estimated residential class average to peak demand monthly load factor was 66.92%, 
compared to the estimated residential class average to peak demand monthly load factor of 50.75% 
for the 2021 test year and 56.18% for the 2022 Test Year. Clearly, the EFRP test period estimates 
of Residential coincident peak demands were notably higher relative to the estimated Residential 
peak demands in the recent rate case, with corresponding impacts on cost allocation. 

For an explanation of the difference in these estimates, the Advisors requested that ENO provide 
the load research data which supports all estimation and derivations of demands used for cost 
allocation not directly related to metered data for the 2018 test period, as well as for the EFRP 
Evaluation, and provide a worksheet which applies such load research data to develop the monthly 
coincident peak demands, maximum diversified demands, and non-coincident customer peak 
demands by rate class for both 12-month test periods, including references and data supporting 
any differences.33 ENO did confirm that there had been no change to the methodology to produce 
the underlying demand data.34 The Advisors also requested that ENO provide a worksheet 
comparing the customer class monthly peak load factors for the two twelve-month periods 
requested, as well as references and data supporting any differences,35 to which ENO replied that 
the two sets of load-based allocation factors are not sufficiently comparable for the Company to 
provide any variance explanations.36 To emphasize that the Advisors’ request was limited to the 
specific load research data results that supported the allocation factors, the Advisors requested that 
ENO provide the requested load research data and the worksheet applying such data to estimate 
demands in both periods, including references and data supporting any differences.37 ENO 
responded that the Company does not have worksheets applying raw load research data to estimate 
demands used in the 2018 Rate Case and the twelve months ended September 30, 2021 because 
such analysis occurs within the load research analytics system.38 

Since ENO could not provide any worksheets previously to support the capacity-related fixed cost 
allocation factors between the recent rate case and the 2022 FRP Evaluation,39 the Advisors issued 
discovery requesting the source documents and complete workpapers supporting the estimates of 
monthly peak demands for each of the capacity cost allocation factors.40 ENO provided 
workpapers summarizing the load research sample data used to estimate the monthly peak 
demands in the 2022 Test Year. Since the peak demand monthly load factors continue to show 
variation over the test periods since the rate case, and load research sample data is used to estimate 
the peak demands, the Advisors considered that a more representative allocation of capacity costs 
would be achieved by constructing an alternative for this Evaluation consistent with the approach 
that the Advisors used in the 2022 EFRP. The capacity-related fixed cost allocation factors were 

 
33  DR CNO 3-12 in the 2022 EFRP. ENO did not respond to the DR but stated that the two sets of allocation factors 

are not sufficiently comparable for the Company to provide any variance explanations. “Moreover, the Company 
cannot prepare comparable test year 2021 allocation factors for this proceeding.” 

34  ENO’s response to DR CNO 3-13 in the 2022 EFRP 
35  ENO’s response to DR CNO 4-11 and CNO 4-12 in the 2022 EFRP.  
36  Id 
37  ENO’s response to DR CNO 4-13 and CNO 4-14 in the 2022 EFRP. 
38  Id 
39  Id 
40  Response to CNO 3-5. 
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developed from available ENO data for the following five recent twelve-month periods: period 
ended December 31, 2018; period ended September 30, 2019; period ended September 30, 2020; 
period ended September 30, 2021; and period ended September 30, 2022. The kW coincident peak 
demands for the five test periods were combined for each of the nine customer classes resulting in 
weighted capacity-related fixed cost allocation factors which were used in the Advisors’ 
Decoupling analysis. The Advisors proposed this alternate approach, given (i) the use of load 
research sample data to estimate monthly peak demands, coupled with the inability to compare to 
load research sample data used in the rate case, (ii) the variability of the demand estimates since 
the rate case, and (iii) that ENO has not used AMI hourly data to confirm the peak demands used 
for allocation of fixed costs, despite that hourly AMI data is available from 99.6% of ENO 
customers.41  

The Advisors’ Decoupling analysis also noted a discrepancy related to determining the customer 
class revenue requirements, which are to include a test period evaluation of total operating 
expenses and the corresponding revenues related to their recovery. Specifically, to determine the 
customer class revenue requirements upon which to base the customer class decoupling revenue 
adjustment, the total allocated cost of service is credited with operating revenue by customer class 
from the Purchased Power Cost Recovery (“PPCR”) Rider, all other Riders, and other non-tariff 
operating revenue. The PPCR Rider was used to apply mitigation revenue credits related to the 
2022 EFRP final revenue adjustment. Mitigation credits applied through the PPCR Rider should 
not be used as an offset in determing PPCR revenue associated with recovering PPCR costs by 
rate class. Instead of applying the customer class PPCR Rider Tariff revenue directly associated 
with PPCR cost recovery as a credit to the allocated cost of service, ENO allocated the PPCR Rider 
revenue credit using an allocator which included mitigation revenue credits not associated with the 
recovery of purchased power costs.42 To address this customer class revenue requirements 
discrepancy with a more supportable basis for the PPCR revenue credit, the Advisors referenced 
the PPCR costs in the 2022 monthly PPCR filing workpapers to identify PPCR revenue 
requirements by customer class in which revenue mitigation was not included. This correction to 
the PPCR revenue credit by customer class impacted the present rates of return as well as the EFRP 
revenue adjustment by customer class. 

The comparative results of electric rate class revenue and corresponding rates of return are 
presented herein in the following Attachments: (i) for the 2018 rate case, in Attachment A, page 
1; (ii) for ENO’s proposed decoupling compliance, in Attachment A, page 2; (iii) for the Advisors’ 
proposed decoupling, in Attachment B. In developing the proposed Decoupling adjustment by rate 

 
41  For related uses of AMI to estimate peak demands, see page 40 of the Energy Smart Third Party Evaluator’s 

Report, included in the Energy Smart Implementation Plan for 2023-2025: “With the full integration of AMI 
meters in the ENO service territory, ADM proposes to use AMI data to enhance the estimation of kWh savings 
and the estimation of kW reductions through the program. The AMI meter data will be collapsed to an average 
daily value by month instead of using monthly billing data. Using this high interval data, estimates, errors, 
irregular meter reads, and corrections in monthly billing data will be avoided and higher precision will be 
achieved. ADM will instead use the instantaneously collected AMI consumption data to summarize accurate 
estimates for each customer for each month. The Evaluator will use this AMI meter data to isolate ENO’s peak 
demand window to model demand reductions because of behavioral changes through the program. Using 
observed interval data rather than a regional estimated loadshape allows more accurate estimation of demand 
reductions and informative conclusions to improve the program.” 

42  Response to CNO 5-2 and CNO 6-2. 



2023 FRP Evaluation Filing Review 18 Legend Consulting Group Limited 

class, the Advisors considered both changes to the test period present rates of return (prior to the 
EFRP adjustment)43 as well as changes to present customer class revenues.  

ENO’s EFRP Evaluation was consistent with respect to applying the structure of Advisors’ Exhibit 
VP-20 from Council Docket No. UD-18-07 in proposing the allocated customer class revenue 
requirements related to the EFRP Decoupling adjustment. However, ENO’s FRP Evaluation Filing 
presented Decoupling with few changes in customer class rates of return relative to those applied 
in the 2022 EFRP revenue requirement adjustment. In contrast, as seen in comparing Attachment 
A, page 2 and Attachment B, the Advisors’ application of Decoupling results in more equitable 
EFRP percent revenue changes among the customer classes, as well as adjustments to customer 
class rates of return.  

As noted previously, Ordering Paragraph 26 of Resolution R-19-457 stated that any adjustments 
that may be needed to the relative rates of return will be such that those adjustments move the 
relative customer class rates of return toward the utility's rate of return based on the weighted 
average cost of capital.44 Compared to the present test period customer class rates of return prior 
to this EFRP revenue adjustment, the Advisors’ proposed decoupling increased low customer class 
rates of return consistent with reasonable revenue adjustments. 

Resolution R-19-457 also directed that rate classes Master Metered Non-Residential, Large 
Electric High Voltage and Large Interruptible Service, shall have a decoupling revenue adjustment 
cap of 10% which will apply to each of the 3 annual EFRP evaluation period revenue adjustments 
provided that the total electric utility FRP revenue adjustment for that evaluation does not exceed 
10%. With the Advisors’ proposed change in total EFRP revenue, (see Table 2) that decoupling 
revenue adjustment cap is applicable to the instant EFRP Evaluation but was not exceeded for 
those three customer classes.  

Bill Mitigation Adjustments 

Expiring Revenue Requirements (ADV10) 

ENO’s base rate revenue requirement includes the amortization of certain regulatory assets and a 
return on those assets’ unamortized balance at ENO’s WACC (unless a different return was 
negotiated). If a regulatory asset were to be fully amortized during a period when ENO’s rates are 
not reset (i.e., when there is no annual FRP evaluation or rate case), rates would continue to reflect 
the amortization of the regulatory asset even when no corresponding expense remains. In this 
scenario, ratepayers would receive no benefit commensurate with this portion of their payments to 
ENO. 

Similarly, the EFRP Evaluation includes $3,399,091 in agreed to outside-the-bandwidth revenues. 
After August 2024, ENO no longer has this revenue requirement, but as with expiring regulatory 
assets, without a rate adjustment effective September 2024, ENO’s rates will allow it to collect 
this amount that it will no longer require. 

 
43  ENO’s presentation of present customer class rates of return on allocated rate base, prior to the EFRP rate 

adjustment, is included in Supplemental Workpapers, Compliance w Decoupling AJ01A A G Part 2, RR1, line 
8. 

44  ENO proposed an alternative set of revenue adjustments that did not incorporate decoupling, as discussed herein. 
The alternative proposal essentially applied the total EFRP revenue adjustment on rate class base revenues with 
no consideration of changes to rate class rates of return. 
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Relative to this concern, we asked ENO if it intended to seek a rate change (e.g., a FRP extension 
or a new rate case) effective at the end of the instant FRP Evaluation’s rate effective period (i.e., 
effective September 2024). Such a rate change would address the concern of expiring regulatory 
assets and the outside-the-bandwidth revenue amount. ENO refused to provide an answer.45 As 
such, we consider it prudent to plan as if ENO will not undergo a rate review setting new rates as 
of September 2024 and that its base rates (including FRP rates) will remain fixed at the rates the 
Council will set in the instant FRP Evaluation for at least a few months past this date. 

To prevent ENO’s rates from allowing collection of an expired cost (i.e., costs associated with 
expired regulatory assets or the allowed outside-the-bandwidth revenues), we recommend that the 
Council direct ENO to retire certain regulatory assets (i.e., those expiring in 2024 through 2026), 
as well as the outside-the-bandwidth revenues, effective August 31, 2023, using ratepayer credits 
available for use at the Council’s direction. The regulatory assets and revenue requirements we 
identified are, 

• The Agreed-to Outside-the-Bandwidth Revenues 
• The Union PB1 Outage Regulatory Asset 
• The Algiers Migration Regulatory Asset 
• The IRIS Solar Facility PPA Regulatory Asset 

This retirement of these identified regulatory assets and revenues is affected through Advisor 
Adjustment ADV10. We calculate that this adjustment requires the use of $8,590,263 in ratepayer 
credits, which would not require the use of the $34,838,880 in ratepayer credits related to FERC 
Docket No. EL18-152, which as we discuss earlier in this report, is potentially subject to claw-
back if Entergy’s appeal of this proceeding’s order is successful. 

Even should there be a FRP extension (the only practicable means of adjusting rates effective 
September 2024), to which ENO has not indicated it would agree, our recommended Council 
actions in this letter would continue to offer ratepayer benefits. First, the regulatory principle of 
rate stability would be supported because our recommended Council actions provide relatively 
stable ratepayer relief over several years as opposed to short-term credits. Second, our 
recommended Council actions provide ENO useful long-term capital whose carrying costs are a 
credit to ratepayers. As such, our recommended Council actions benefit both ENO and ratepayers. 

Effecting Advisor Adjustment ADV10 requires the Council to direct ENO to take appropriate 
action (i.e., retire the regulatory assets using available ratepayer credits) prior to ENO’s final 
calculation of new Rider EFRP rates for the September 2023 billing cycles. Based on our general 
understanding of ENO’s billing processes, such Council direction would likely need to be provided 
by the second week in August. 

Alternate Recommendations 

Should the Council decline to implement the adjustment we recommend (ADV10), we offer the 
following alternatives. 

1. The Council may direct ENO to make a rate case filing with rates effective on or about 
September 1, 2024. This option is potentially unfeasible because ENO may not 
administratively be able to prepare such a filing by August 2023, which would allow new 

 
45  See ENO’s objection to DR CNO 1-25. 
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rates to be set effective September 2024 based on the statutory 12-month procedural 
schedule of a rate case. 

2. The Council may seek a FRP extension. This option requires ENO’s cooperation, as it is 
our general understanding that a FRP extension cannot be imposed on ENO as it would 
require ENO to accept its present allowed ROE. Still, given ENO’s stated spending plans 
for 2024 and beyond, a FRP extension is likely in ENO’s interest compared to leaving rates 
fixed, even with the expiration of substantial regulatory assets and the expiration of the 
outside-the-bandwidth revenues. 

3. The Council may direct ENO to realign the revenue requirements associated with these 
regulatory assets and outside-the-bandwidth revenues to Rider PPCR. Such a realignment 
would allow these revenues to expire as part of Rider PPCR’s monthly rate calculation. 

Use of Ratepayer Credits (ADV11) 

As discussed earlier in this report, Entergy is seeking to overturn the credits provided to ENO 
related to FERC Docket No. EL18-152 ($34,838,880). We have not sought to evaluate Entergy’s 
likelihood of success, but out of an abundance of caution in the event Entergy might succeed, we 
recommend against immediately returning these funds to ratepayers, as they may have to return 
these funds to ENO in the event Entergy later prevails in its appeal. Instead, we recommend 
establishing a regulatory liability as of August 30, 2023 with these funds. While such retirements 
will not provide ratepayers as great of an initial rate relief as would one-time bill credits, returning 
these funds to ratepayers over time, while allowing ratepayers a return on the regulatory liability, 
reduces ratepayer risk from any funds that are clawed-back as a result of Entergy’s appeal. 

As such, we recommend that the Council direct ENO to create a regulatory liability in the amount 
of $34,838,880, properly reflect this regulatory liability in rate base, and amortize this regulatory 
liability on a 10-year straight-line basis. In the event Entergy prevails in its appeal of the FERC 
docket order underlying this $34,838,880 credit, the Council may then cease amortization of the 
regulatory liability and consider means of recovery of any amounts ENO may owe SERI as a result 
of the appeal. 

We have prepared Advisor Adjustment ADV11 to reflect this recommended regulatory liability 
and its ratemaking treatment. 

As with Advisor Adjustment ADV10, effecting Advisor Adjustment ADV11 requires the Council 
to direct ENO to take appropriate action (i.e., establish the regulatory liability using the ratepayer 
credit related to FERC Docket No. EL18-152) prior to ENO’s final calculation of new Rider EFRP 
rates for the September 2023 billing cycles. Based on our general understanding of ENO’s billing 
processes, such Council direction would likely need to be provided by the second week in August. 

RATEPAYER IMPACT OF ENO’S FRP EVALUATION FILING AS ADJUSTED BY ADVISORS 

The below Table 8 presents FRP revenue increases after applying the Advisor Adjustments to 
correct for the errors we identified in the FRP Evaluation Filing including our recommended bill 
mitigation measures. Table 2a, which presents ENO’s proposed change in FRP revenue is 
reproduced for comparison.  
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Table 2a 
(reproduced from above) 

ENO Alternative Proposal Change in Electric FRP Revenues 

Rate Class 
Applicable 

Base Revenue 

Proposed 
Change in FRP 

Revenue1 

Proposed Change 
in FRP Revenue 

as Percent of 
Base Revenue 

Residential $182,062,241 $9,944,743 5.5% 
Small Electric Service 71,676,686 3,536,196 4.9% 
Municipal Buildings 2,086,553 114,495 5.5% 
Large Electric 25,237,611 1,326,205 5.3% 
Large Electric High Load Factor 94,646,849 4,970,250 5.3% 
Master Metered Non-Residential 605,840 30,075 5.0% 
High Voltage 5,531,634 385,086 7.0% 
Large Interruptible 3,977,229 248,788 6.3% 
Lighting Service 4,020,700 266,394 6.6% 
Total $389,845,342 $20,822,231 5.3% 
1 This $20.8 million total proposed change in FRP revenue includes the agreed-to outside-the-

bandwidth electric revenue of $3.4 million. 

 

Table 8 
Advisor Adjusted Electric Change in FRP Revenues 

Rate Class 
Applicable 

Base Revenue 

Advisor 
Adjusted 

Change in EFRP 
Revenue 

Adjusted Change 
in EFRP Revenue 

as Percent of 
Applicable Base 

Revenue 
Residential $182,062,241 $998,837 0.5% 
Small Electric Service 71,676,686 122,933 0.2% 
Municipal Buildings 2,086,553 25,587 1.2% 
Large Electric 25,237,611 128,820 0.5% 
Large Electric High Load Factor 94,646,849 219,265 0.2% 
Master Metered Non-Residential 605,840 (14,349) -2.4% 
High Voltage 5,531,634 67,208 1.2% 
Large Interruptible 3,977,229 161,166 4.1% 
Lighting Service 4,020,700 12,663 0.3% 
Total $389,845,342 $1,722,130 0.4% 

Likewise for gas, Table 9 presents ENO’s proposed GFRP revenue increases to the GFRP revenue 
increases after applying the Advisor Adjustments. Table 3, which presents ENO’s proposed 
change in GFRP revenue is reproduced for comparison. 
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Table 3 
(reproduced from above) 

ENO’s Proposed Gas Change in FRP Revenues 

Rate Class 
Applicable Base 

Revenue 

Proposed 
Change in FRP 

Revenue 

Proposed Change 
in FRP Revenue 

as Percent of 
Base Revenue 

Residential   $24,481,223   $5,312,553  21.7% 
Small General  5,245,920   1,138,392  21.7% 
Large General  5,498,238   1,193,146  21.7% 
Small Municipal  55,584   12,062  21.7% 
Large Municipal  2,606,497   565,623  21.7% 
Total  $37,887,462   $8,221,776  21.7% 

 

Table 9 
Advisor Adjusted Gas Change in FRP Revenues 

Rate Class 
Applicable Base 

Revenue 

Advisor Adjusted 
Change in GFRP 

Revenue 

Adjusted Change in 
GFRP Revenue as 

Percent of Applicable 
Base Revenue 

Residential   $24,481,223  $4,482,802.65  18.3% 
Small General  5,245,920   960,590.21  18.3% 
Large General  5,498,238  1,006,792.62  18.3% 
Small Municipal  55,584   10,178.12  18.3% 
Large Municipal  2,606,497   477,280.59  18.3% 
Total  $37,887,462  $6,937,644 18.3% 

Applying the Advisor Adjustments and bill mitigation measures results in estimated changes to 
typical bills as indicated in Table 10 and Table 11 below.  

Table 10 
Estimated Change to 

Typical Electric (Legacy) Customer Monthly Bill 

Rate Class 
Energy 
(kWh) Present 

ENO 
Alternative 
Proposal 

After Advisor 
Adjustments and 
Bill Mitigation 

Measures 

Change 
from ENO 
Alternative 
Proposal 

Residential  1,000 $130.03 $133.82 $129.78 ($4.04) 

Small Electric  9,125 $1,345 $1,385 $1,340 ($45) 

Large Electric  91,250 $9,948 $10,185 $9,874 ($311) 
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As the data in Table 10 indicate, the estimated typical residential bill increase from present rates 
to those after Advisor Adjustments and the application of bill mitigation funds results in lower 
typical bills compared to ENO’s alternative proposal. Also, as discussed earlier in this report, 
because ENO has $4.7 million in outside-the-bandwidth revenues from the 2022 FRP Evaluation 
that are expiring after August 2023, the Advisors recommended rates also result in a small decrease 
compared to present rates. 

The change in typical bills for customers in Algiers is the same as for Legacy customers, except 
that the electric franchise fee rate in Algiers is 2%, compared to 5% for the rest of New Orleans. 
As such, Algiers electric typical bill effects are somewhat less after franchise fees are included. 
All of New Orleans has the same gas franchise fee rate, so gas typical bill effects are the same for 
all ENO customers.  

Table 11 presents the gas typical bill impact effect of the Advisor Adjustments and bill mitigation 
measures. 

Table 11 
Estimated Change to 

Typical Gas Customer Monthly Bill 

Rate Class 
Typical 
Usage Present 

ENO 
Proposed  

After Advisor 
Adjustments 

Change 
from ENO 
Proposed 

Residential 50 ccf $59.72 $65.57 $64.65 ($0.92) 

Small General 500 ccf $472.24 $511.97 $505.76 ($6.21) 

Large General 1,000 mcf $8,054 $8,639 $8,548 ($91) 

OTHER MATTERS FOR COUNCIL CONSIDERATION 

Below, we discuss certain matters that we identified for Council consideration, but which are not 
properly addressed in the FRP evaluation process. These are matters the Council may wish to 
address in future proceedings. 

Incident Response Department (AJ05D, AJ06C) 

ENO has established an Incident Response Department,46 which according to HSPM documents 
provided through discovery,47 seeks to plan for responses to incidents such as severe weather. The 
focus of employees within the Incident Response Department is specifically on storm response in 
the wake of the 2020 hurricane season. Our review of ENO documents does not indicate that this 
department and its function constitute other than a prudent expenditure by ENO. ENO does not 
explain, however, why it defers this department’s expenses ($559,597) only to then ask the Council 
to allow the same expense to be proformed back into the FRP’s rates.48 Likewise the rate base 
effect of this deferral is reversed and yields no apparent net effect.49 These deferrals and related 

 
46  Project Code F3PPSTRMPL, Future Storm Planning 
47  See ENO’s response to DR CNO 5-2 
48  See ENO proforma AJ05D. 
49  See ENO proforma AJ06C. 
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proformas serve no useful purpose that we can identify and have no effect on rates that we can 
identify from evaluating the FRP Evaluation Filing. ENO should stop deferring these costs and 
needlessly complicating its filings. 

True-Up of Outside-the-Bandwidth-Formula Recoveries 

In the 2022 FRP evaluation, we noted that ENO was not allowed the reasonable opportunity to 
collect its allowed outside-the-bandwidth amounts from the 2021 FRP evaluation because that FRP 
evaluation’s rate effective period was only ten months long. As such, we recommend ENO be 
allowed recovery, outside the bandwidth, of these revenue amounts of $899,091 and $41,061 for 
electric and gas respectively. Our review indicates that ENO has properly included these amounts 
in the instant FRP Evaluation’s outside the bandwidth revenue, and we do not recommend any 
correction to these amounts. However, as discussed earlier in this report, because ENO will not 
say whether it intends to seek new or adjusted rates in 2024, we recommend that the electric 
revenue requirement be satisfied as of August 31, 2023 using available credit balances (there are 
no such available gas ratepayer credits). 

AMI Meter Reading Expense 

In ENO’s 2021 FRP Evaluation Filing, ENO proposed to include in its development of the FRP 
Rate Adjustments approximately $0.2 million and $0.9 million for electric and gas respectively in 
Meter Reading Expense (FERC Account 902). We found that ENO had erred in its proposed 
proforma adjustment by including the 2021 investments required to complete the AMI deployment 
but not reflecting that deployment’s expected operating efficiencies in rates. In the 2022 FRP 
Evaluation Filing, ENO’s adjusted Meter Reading Expense was a de minimis amount reasonably 
consistent with a completed AMI deployment.  

However, in the instant FRP Evaluation Filing, ENO no longer proforms its per book meter reading 
expense and now states that this expense level reflects expected ongoing such expenses. This 
undermines the expected benefits of AMI investments. In ENO’s Application of Entergy New 
Orleans, Inc. for Approval to Deploy Advanced Metering Infrastructure, and Request for Cost 
Recovery and Related Relief Council Docket No. UD-16-04, ENO witness Dennis P. Dawsey 
represented “Because of the two-way data communication supported by AMI, all of the meter 
reading and nearly all meter services activity will be able to be performed remotely.”50 However, 
ENO now wants recover of approximately $1.1 million in meter reading expenses. ENO is unable 
to say how much of this expense is to recover the on-site (versus “remote”) meter reading activity 
that ENO claimed would be eliminated.51 ENO claims that this direct quote from its AMI 
application is out of context,52 but the quote is complete and ENO’s newly-introduced meter 
reading expense is substantial relative to its promised administrative savings. ENO witness Jay A. 
Lewis estimated 2022 ratepayer savings in avoided contract meter reading costs of $2.5 million.53 
ENO does not claim that its forecast of ratepayer savings in Docket No. UD-16-04 lacks context. 
ENO’s meter reading expense that it seeks to recover represents over 40% of the costs ENO stated 
would be avoided. In other words, ENO has fallen roughly 40% short of its forecasted ratepayer 

 
50  Council Docket No. UD-16-04, Direct Testimony of Dennis P. Dawsey at 11 
51  See ENO’s response to DR CNO 4-2. 
52  See Id. 
53  Council Docket No. UD-16-04, HSPM Exhibit JAL-2. 
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savings related to meter reading (ENO cannot determine how much of its 2022 meter reading 
expense is for on-site meter reading, so this ratio cannot be calculated with precision). 

While outside the scope of a FRP evaluation, ENO’s AMI investment, whose costs it continues to 
recover from ratepayers, has fallen substantially short of providing the ratepayer benefits 
represented to the Council by ENO’s witnesses in Docket No. UD-16-04. We recommend the 
Council direct ENO to prepare and file a report explaining why its AMI deployment failed to 
generate its forecasted ratepayer savings. 

NJ Customer Cost of Service Required but not Performed. 

In DR CNO 2-12 of the 2022 FRP, ENO was asked why there was no NJ cost of service analysis 
included in the GFRP Evaluation Filing as required by Ordering Paragraph 16 of Resolution R-
19-457.54 ENO’s response was unacceptable. The directive to provide a complete NJ cost of 
service analysis “…as part of future Council rate actions” was clearly stated. Instead, ENO 
referenced a whereas paragraph that the NJ Study was to accompany the 2020 GFRP Filing, 
presuming that the term “future rate actions” of the directive should apply only to the 2020 GFRP. 
Considering the significant increases to gas rates, particularly the impact on residential customers, 
it is important that the costs of gas service should be shared equitably among all gas customers. 
ENO should comply with the Council’s directive to perform an allocated gas cost of service study 
as part of all future rate actions which includes all costs and revenues of NJ customers. 

Using AMI Capability to Develop Cost Allocation Factors 

Considering the lack of support ENO provided for a rigorous analysis of capacity-related allocation 
factors compared to the rate case allocation, as discussed above, the Advisors asked ENO why 
(assuming AMI plant and software system are functioning as intended) AMI could not be used in 
developing and confirming demand-related cost allocation factors, when one or more rate classes’ 
contribution to the monthly peak loads cannot be calculated from meter data.55 ENO was 
unresponsive to that DR, referring instead to statistically designed samples to develop rate class 
demands, but which ENO would not, or could not, provide to the Advisors. ENO claimed: “It 
would not be practical to ensure the same high-quality data by using the full complement of 
available AMI metered data for all customers. Without the use of a rigorous VEE [validation, 
editing, and estimating] process, the use of the full AMI data would have the potential to introduce 
bias from data quality issues. The Advisors followed up with DR CNO 4-4, to which ENO 
responded that upgraded systems and/or increases in resources may be required.56 Apparently, the 
AMI systems investment, as proposed by ENO in Docket No. UD-16-04, did not include this AMI 
capability to support cost allocation, and perhaps other rate design analysis. With 99.6% of 
customers having AMI meters, it appears unreasonable that the AMI systems and considerable 
investment employed for monthly billing, revenue and customer support, cannot also be used to 
determine usage at monthly peak hours. More technical discussions with ENO are required to 

 
54  Resolution R-19-457, Ordering Paragraph 16, states, “ENO is directed to provide a complete cost of service 

analysis in support of the NJ customers' rates as part of future Council rate actions.” 
55  See DR CNO 3-9 in the 2022 EFRP, and ENO’s response thereto. 
56  In the 2022 FRP Evaluation, ENO responded to DR CNO 4-4: “The use of the full AMI interval data stream 

without a validation process could have the potential to introduce bias from unknown data quality issues. AMI 
interval data can be incomplete and can contain errors at the individual customer level. ENO’s current sampling 
process for calculating a rate classes’ contribution to monthly peak load uses only AMI interval data that has been 
validated through the VEE process. Increasing the number of meters subject to the VEE process will potentially 
require upgraded systems and/or increases in resources.” 
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clarify this issue prior to the electric and gas cost of service analyses developed for ENO’s next 
rate action. 

Gas Bill Mitigation 

Following hurricanes Katrina and Rita, as part of ENO’s gas infrastructure rebuild program (the 
predecessor to ENO’s present Gas Infrastructure Replacement Program (“GIRP”)), ENO had 
replaced approximately 355 miles of gas distribution pipe at a cost of $165.3 million. The rebuild 
program was funded primarily from insurance proceeds and, accordingly, ENO did not seek 
recovery of related costs. Once the insurance funds were exhausted, ENO’s then-recommended 
proposal was to replace an additional 238 miles of pipe at an estimated cost of $119.3 million over 
the nine-to-ten subsequent years.57  

ENO’s scope and cost of GIRP has changed since its initial proposal, with increases in costs, 
including a $20 million Utility Conflict Survey, and decreases in the number of miles of pipe to 
be installed. ENO’s most currently provided GIRP schedule provides for only 150 miles of new 
GIRP pipe, compared to the original proposal of 238 miles.58 

The Advisors have on multiple occasions expressed concern regarding the bill impact related to 
ENO’s present GIRP investments. While the Advisors have stated that replacement of older, less 
reliable, pipe materials is consistent with industry practice, the pace of GIRP has imposed a heavy 
ratepayer burden. 

ENO stated that its existing GIRP replacement schedule through 2022 would include the vast 
majority of the legacy utilization-pressure system, which is a major objective of GIRP.59 As such, 
ENO proposed modifying its existing GIRP program timeline starting with 2023.60 Our review of 
the instant FRP Evaluation Filing indicates that ENO has substantially slowed-down the rate of its 
GIRP investments. ENO’s proposed gas rate base is $4.1 million less than in its prior-year FRP 
Evaluation Filing;61 a substantial cause of this decrease is ENO’s 2023 plant investments being 
less than its 2023 depreciation expenses.62  

Despite the slowing of gas plant investment, GFRP rates remain sufficiently elevated (i.e., ENO 
proposes a GFRP rate of 65.8752%63) to warrant concern for the affordability of gas utility service 
in New Orleans. As such, we continue to recommend that ENO agree-to, and the Council approve, 
mitigation through a change in an ENO gas depreciation rate. 

ENO’s Gas Infrastructure Replacement Project primarily employs High Density Polyethylene 
(“HDPE”) pipe, which ENO refers to as “plastic”.64 ENO presently applies a 3.33% depreciation 
rate, which reflects a roughly 30-year depreciable life for this plant. We note that the Council 
originally directed ENO to employ a 40-year depreciation schedule for GIRP investments.65 A 30-

 
57  See New Orleans Gas System Infrastructure Replacement Update, October 27, 2016, slide 9. 
58  See GIRP Working Group – Gas Ops – v5 draft, February 19, 2020, slide 4. 
59  See 2021 FRP Evaluation, ENO’s response to DR CNO 2-8. 
60  See Id. 
61  See gas Attachment B, line 1, which presents a rate base of $200,033,762 in the instant FRP Evaluation Filing 

and $204,163,243 in the 2022 FRP Evaluation Filing. 
62  See AJ08A - Plant Transfers_G, line 74, which shows a net proforma adjustment reducing rate base by $2.1 

million.  
63  See GFRP Evaluation, Attachment A (gas). 
64  ENO Account 376.3 Mains-Plastic 
65  See Council Resolution No. R-17-38, Ordering Paragraph 2. 
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year depreciation schedule for GIRP investments is outside the industry range. ENO should return 
to a 40-year depreciation schedule (specifically a 2.34% depreciation rate) commencing September 
1, 2023 (when new rates under the FRP become effective). 

Further, we note that a 40-year depreciation schedule for HDPE pipe as was employed by ENO 
prior to the 2018 Rate Case, while more nearly appropriate than the present 30-year schedule, 
remains likely unreasonably brief. A 2019 depreciation study by Gannett Fleming, Inc. on behalf 
of Vermont Gas Systems Inc. recommended a 55-year schedule: “The 55-year average life is 
within the range of lives used by others in the industry. Most other gas companies estimate lives 
between 55 and 70 years.”66 As such, while the Council had directed a 40-year depreciation 
schedule for GIRP, and a return to this rate is recommended effective September 1, 2023, there 
exists evidence that an even longer, up-to 70-year, depreciation schedule is appropriate. Given the 
ratepayer burden resulting from ENO’s GIRP investments, we recommend that the Council 
consider a longer depreciation life consistent with industry practice for plastic distribution main 
plant in the rate action involving a gas depreciation study (i.e., the next retail rate case). 

Non-Typical Test Year 

In the 2022 FRP evaluation, ENO estimated that its electric revenues were negatively impacted 
due to the loss of service to all of its service territory in the days following Hurricane Ida. This 
electric revenue impact was $11.3 million. Based on the text of Rider EFRP as well as the 
regulatory principle of prospective ratemaking, we adjusted ENO’s 2022 EFRP Present Revenues 
by $11,254,182 (which represented a decrease to ENO’s FRP revenue requirement). As we note 
earlier in this report, ENO did collect revenues in excess of the revenue requirement we calculated 
(and which was implemented in ENO’s FRP rates). In our view, it is demonstrated that this 
adjustment in the 2022 FRP evaluation was properly calculated to allow ENO the reasonable 
opportunity to earn the Council-allowed ROE of 9.35% for that FRP’s rate effective period (i.e., 
September 2022-August 2023). 

We are aware of no significant non-typical conditions in 2022 affecting ENO’s revenues. As such, 
per the text of Rider EFRP, which generally calls for the use of actual 2022 Test Year revenues, 
we do not recommend any adjustments to ENO’s Present Revenues in this area.

 
66  Gannett Fleming, Inc. 2019 Depreciation Study, page III-4. 
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Attachment C 
Advisor Adjustments to ENO’s 

Proposed Ratemaking Treatment by Account 

ENO Account(s) 

Electric 
Adjustment 

DR/(CR) 

Gas 
Adjustment 

DR/(CR) 
ADV02 – OPEB Expense 

OMAG926: 926  PENSIONS & BENEFITS (LOMTOA) ASC 715
 926NS1: ASC 715 NSC - Emp Pens & Ben ($2,161,174) ($1,244,979) 

ADV04 – R&E Credit Accrual 
190884 - Tax Cr C/F-TAP-Fed ($389,373)  

ADV05 – Hurricane Ida Payroll 
OMP553: 553  MAINT - GENERATION & ELEC EQUIP ($50,827)  
OMD593: 593  MAINT OF OVERHEAD LINES ($45,626)  
OMD598: 598  MAINT OF MISC DISTRIBUTION PLT ($386,686)  
OMAG920: 920  SALARIES ($63858)  

ADV06 – FIN48 Interest 
OCFBL: BANK LOANS & FIN48 - INTEREST EXP COSOCF: 
Other Credit Fees & FIN48 Int ($418,639) ($39,153) 

ADV07 – LCFC 
RSRRLCF: 440-445 SALES–RETAIL - LCFC REVLCF: LCFC 
Revenue $1,728,391  

ADV08 – Minor Storms 
OMT571: 571  MAINT OF OVERHEAD LINES ($22,579)  
OMD593: 593  MAINT OF OVERHEAD LINES ($768,936)  
OMAG935: 935  MNTNCE OF GENERAL PLT ($25,413)  
OMAG924: 924  PROPERTY INSURANCE ($1,000,000)  

ADV09 – Storm Proforma Costs 
PLD361: 361  STRUCTURES & IMPROVEMENTS (DS-DD-TO)
 1010AM: Electric Plant In Service ($15,965)  
PLD362: 362  STATION EQUIPMENT (DS-DD-TO) 1010AM: 
Electric Plant In Service ($439,495)  
PLD364: 364  POLES, TOWERS, & FIXTURES (D2-DD-TO)
 1010AM: Electric Plant In Service ($400,898)  
PLD365: 365  OVERHEAD CONDUCTORS & DEVICES (D2-DD-
TO) 1010AM: Electric Plant In Service ($650,671)  
PLD368: 368  LINE TRANSFORMERS (DX-DD-TO) 1010AM: 
Electric Plant In Service ($740,430)  
PLD3691: 369.1  OVERHEAD SERVICES (DV-CC-TO) 1010AM: 
Electric Plant In Service ($230,322)  
DXD361: 361  STRUCTURES & IMPROVEMENTS (DS-DD-TO)
 4030AM: Depreciation Expense ($160)  
DXD362: 362  STATION EQUIPMENT (DS-DD-TO) 4030AM: 
Depreciation Expense ($4,976)  
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Attachment C 
Advisor Adjustments to ENO’s 

Proposed Ratemaking Treatment by Account 

ENO Account(s) 

Electric 
Adjustment 

DR/(CR) 

Gas 
Adjustment 

DR/(CR) 
DXD364: 364  POLES, TOWERS, & FIXTURES (D2-DD-TO)
 4030AM: Depreciation Expense ($13,180)  
DXD365: 365  OVERHEAD CONDUCTORS & DEVICES (D2-DD-
TO) 4030AM: Depreciation Expense ($21,320)  
DXD368: 368  LINE TRANSFORMERS (DX-DD-TO) 4030AM: 
Depreciation Expense (27,999)  
DXD3691: 369.1  OVERHEAD SERVICES (DV-CC-TO) 4030AM: 
Depreciation Expense ($7,181)  

ADV10 – Retire Regulatory Assets/Revenue Requirements 
566000: Misc. Transmission Expenses ($192)  
568000: Maint. Supervision & Engineer ($1,976)  
913000: Advertising Expense $149   
920000: Adm & General Salaries ($6,491)  
921000: Office Supplies And Expenses ($1,158)  
923000: Outside Services Employed   ($416,472)  
926000: Employee Pension & Benefits ($2,020)  
928000: Regulatory Commission Expense ($2,833)  
930100: General Advertising Expenses ($442)  
4031AM: Deprec Exp billed from Serv Co ($849)  
408110: Employment Taxes ($370)  
411110: Prov Def Inc Tax-Cr-Op Inc-Fed ($146,995)  
411120: Prov Def Inc Tax-Cr-Op Inc-Sta ($56,755)  
1823UN: Union 1 Reg Asset ($2,619,419)  
283307: ADIT Other - Reg Assets - Fed ($254,411)  
283308: ADIT Other - Reg Assets - St ($98,228)  
546000: Operation Superv & Engineerin ($7,658)  
549000: Misc Oth Pwr Generation Exps ($18,220)  
553000: Maint-Gener & Elec Equipment ($1,283,695)  
554000: Maint-Misc Other Pwr Gen Plt ($136)  
RD407D: 407.348  REGULATORY DEBITS ($273,000)  
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Attachment C 
Advisor Adjustments to ENO’s 

Proposed Ratemaking Treatment by Account 

ENO Account(s) 

Electric 
Adjustment 

DR/(CR) 

Gas 
Adjustment 

DR/(CR) 
ADV11 – Establish Regulatory Liability 

254120: 254 REGULATORY LIABILITY MOD67 ($31,354,992)68  
RD407MISO: 407.363  REGULATORY DEBITS69 ($3,483,888)70  
   

 

 
67  ENO is recording this unamortized balance in Account 254SLB. However, this account is not part of the FRP 

Evaluation Filing’s detailed accounts, so it cannot readily be used in our calculations. For computational 
convenience, an available account, 254120, was selected. ENO is not obliged to use Account 254120 when 
recording this regulatory liability. 

68  This value is based on a publicly-available value is as of April 2023. Our recommendation is that ENO establish 
the regulatory liability using the balance as of August 31, 2023. See ENO’s HSPM response to DR CNO 4-1 for 
this value, which reflects the accrual of “appropriate interest” through that date. Our calculated revenue and bill 
impacts reflect this HSPM value. 

69  We did not identify the ENO amortization expense account associated with ENO Account 254SLB. For 
computational purposes, we selected ENO Account 407363. ENO is not obliged to use Account 407363 when 
charging amortization of this regulatory liability. 

70  This value is based on a publicly-available value is as of April 2023. Our recommendation is that ENO establish 
the regulatory liability using the balance as of August 31, 2023. See ENO’s HSPM response to DR CNO 4-1 for 
this value, which reflects the accrual of “appropriate interest” through that date. Our calculated revenue and bill 
impacts reflect this HSPM value. 
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