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July 15, 2024

BY E-MAIL 

Clerk of Council 
Council of the City of New Orleans 
City Hall, Room IE09 
1300 Perdido Street 
New Orleans, LA 70112 

Re: Entergy New Orleans, LLC's Formula Rate Plan Test Year 2023 Evaluation Pursuant to 

Council Resolution Nos. R-19-457 and R-20-344, Rider EFRP-7 and GFRP-7, Docket 

UD-18-07

Dear Clerk:

Please find the attached Advisors’ Investigation and Review of Entergy New Orleans, LLC’s 2024 
Electric and Gas Formula Rate Plan Evaluation Filings in the above referenced matter, which we 
are requesting to be filed into the record along with this letter. The Advisors submit this filing 
electronically and will submit the requisite original and number of hard copies once the Council 
resumes normal operations, or as you direct. 

Sincerely, 

Jay Beatmann 

JAB: dpm 

Attachments 

cc: Official Service List – Docket UD-18-07  
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INTRODUCTION 

On April 30, 2024, Entergy New Orleans, LLC’s (“ENO”) submitted to the Council its Entergy 
New Orleans, LLC’s 2024 Electric and Gas Formula Rate Plan Filings (“FRP Evaluation Filing” 
or “instant FRP Evaluation Filing”) for the 12-month evaluation period ending December 31, 2023 
(“2023 Test Year”) to initiate new electric and gas rates effective with the first billing cycle of 
September 2024. In the FRP Evaluation Filing, ENO proposes a $7.0 million increase to its electric 
revenues and a $5.6 million increase to its gas revenues. 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 $1.3 million and reduce the proposed gas revenue increase by $0.3 million, while 
still allowing ENO a reasonable opportunity to recover its costs and earn the Council-approved 
rate of return. The FRP Evaluation Filing results in a $0.69 increase0F

1 on the typical residential 
electric bill. The effect of the Advisors’ corrections results in a $0.15 decrease compared to ENO’s 
requested electric increase, which is a $0.54 increase compared to present bills. The Advisors’ 
recommendations reduce ENO’s proposed $4.20 increase on the typical residential gas bill by 
$0.25, which is a $3.95 increase compared to present bills. Additionally, the Advisors have 
identified a potential error with respect to Purchased Power Cost Recovery Rider (“PPCR”) 
revenues and past mitigation performed through the PPCR which we were unable to resolve 
through discovery. The Advisors recommend that this issue be resolved during the EFRP’s 35-day 
dispute resolution period.  

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 Case1F

2 (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 $0.69. 
2  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”,2F

3 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 Return on Equity (“ROE”) of 9.35%.3F

4  

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. 

ENO made its 2023 FRP Evaluation Filing on April 28, 2023. That filing proposed electric and 
gas revenue increases of $20.8 million (including $3.4 million in agreed-to outside the bandwidth 
revenues) and $8.2 million respectively. The Advisors recommended downward corrections to 
ENO’s revenue proposals of $7.0 million and $1.3 million for electric and gas respectively, plus 
the application of $12.1 million in recommended bill mitigation measures. As part of a negotiated 
settlement, ENO agreed to implementing 50% of the Advisors’ recommended electric corrections 
and all of the Advisors’ recommended gas corrections. Further, the negotiated settlement 
implemented the Advisors’ recommended bill mitigation measures with certain non-substantial 
adjustments. 

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 $1.3 million for the electric utility and $0.3 million for the 
gas utility.  

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

 
3  FRP Evaluation Filing, Summary Pleading at 4. 
4  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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Table 1 
Summary of Advisor Recommended Adjustments 

($ in Millions) 

 Electric Gas 

ENO Proposed FRP Revenue Increase $ 7.0 $ 5.6 

     Advisor Adjustments to Evaluation Report ($ 1.3) ($ 0.3) 

Revenue Increase After Advisor Adjustments  $ 5.7 $ 5.3 

Percent Change to ENO’s Proposed Revenue Increase (18.3%) (6.1%) 

Notes: The issue with regard to Rider PPCR revenues and the effects of past mitigation 
performed through Rider PPCR, discussed later in this report, must be resolved and could 
significantly impact the appropriate revenues. 

In addition to these Advisor Adjustments, 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 2024) 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.  

Table 2 presents the as-filed FRP Evaluation Filing electric revenue change by rate class.4F

5  

 
5  Table 2 summarizes ENO’s decoupling results provided in Attachment G, and the supplemental workpapers 

supporting Compliance with Decoupling.  



2024 FRP Evaluation Filing Review 4 Legend Consulting Group Limited 

Table 2 
ENO FRP Evaluation Filing Change in Electric FRP Revenues 

Rate Class 
Applicable 

Base Revenue 

Proposed 
Change in FRP 

Revenue 

Proposed Change 
in FRP Revenue 

as Percent of 
Base Revenue 

Residential   $ 186,464,277    $ 1,599,432  0.9% 
Small Electric Service      73,390,826      5,277,971  7.2% 
Municipal Buildings        2,623,553         274,985  10.5% 
Large Electric      26,019,619         187,452  0.7% 
Large Electric High Load Factor      96,561,783      1,517,862  1.6% 
Master Metered Non-Residential           571,436           48,151  8.4% 
High Voltage        5,702,594           83,638  1.5% 
Large Interruptible        4,046,306        (680,965) (16.8%) 
Lighting Service        4,051,692     (1,274,653) (31.5%) 
Total $ 399,432,085   $ 7,033,874  1.8% 

Table 3 presents ENO’s as-filed 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   $ 22,894,894      $ 3,587,326  15.7% 
Small General     5,122,252         802,589  15.7% 
Large General     5,538,551         867,817  15.7% 
Small Municipal          47,743             7,481  15.7% 
Large Municipal     2,425,719         380,078  15.7% 
Total $ 36,029,159    $ 5,645,292  15.7% 

Earned Rate of Return 

ENO’s FRP Evaluation Filing reports an Earned Return on Common Equity (“EROE”).5F

6 ENO’s 
stated electric EROE is 8.66%, and ENO’s stated gas EROE is 5.87%.6F

7 Per the FRP riders’ 
bandwidth of +/- 50 bp,7F

8 when ENO’s gas or electric EROE falls below 8.85%, an upward 
adjustment to ENO’s FRP rate is required to allow ENO the reasonable opportunity to earn its 
allowed ROE of 9.35%. 

 
6  See Evaluation Filing Attachment B at 1. 
7  Id. 
8  See Rider EFRP-7 and GFRP-7, each, Section II.C.1.g.  
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After applying the Advisor Adjustments to correct for identified errors in the FRP Evaluation, but 
not adjusting for certain unresolved issues related to revenues from Rider PPCR, ENO’s electric 
EROE is 8.78%, and ENO’s gas EROE is 6.09%. 

Both of these Advisor-adjusted EROE values are below 8.85%, and therefore we have calculated 
FRP rate adjustments for each of gas and electric to allow ENO the reasonable opportunity to earn 
an EROE of 9.35%. We note that ENO’s Advisor-adjusted electric EROE of 8.78% is close to the 
bandwidth threshold of 8.85%, the point at which no electric FRP rate adjustment would be 
provided for per Rider EFRP-7. 

Comparative calculations of ENO’s electric and gas EROEs between those filed by ENO and those 
calculated by the Advisors is provided as Attachment D to this report. 

Proposed Decreases to Lighting Service and Large Interruptible Revenues 

Production and transmission costs of service have been allocated to the various customer classes 
based on each of their contributions coincident with ENO’s 12 monthly peak demands. This 
development of each customer class responsibility towards the recovery of production and 
transmission costs is not a singular calculation, but rather involves consistent recognition of the 
nature of the costs and the allocation methods. Specifically, the Lighting class of service annual 
average use has been 51,540 MWh since the rate case, including 47,107 MWh in the 2023 test 
period. And since the 2018 Rate Case, the Lighting class of service has been allocated 
responsibility towards the recovery of production and transmission costs based on an average 
2,348 MW contribution coincident with ENO’s 12 monthly peaks, not including the 2023 test year. 
In 2023, all of ENO’s 12 monthly peaks occurred during hours not requiring lighting, the first year 
of this unusual occurrence since the 2018 Rate Case. Using this singular test year and allocation 
method would result in the lighting class of service having no cost responsibility for production 
and transmission capital costs and operating and maintenance expenses. Applying the same 
decoupling rate of return on rate base for the lighting class of service as in the 2023 EFRP, with 
this significant reduction in cost allocation, resulted in ENO’s Evaluation Filing showing a 31.5% 
reduction in Electric FRP Revenues for the Lighting class of service. As explained further herein, 
the Advisors developed a cost allocation with more consistency, which addresses this issue. 

The LIS class of service consists of one large customer whose demands applicable for cost 
allocation may not be as consistent over time compared to other large customer classes with many 
customers. In the last four EFRP Evaluation Filings, ENO has made the following decoupling 
proposals for changes to LIS base revenue: 2024 EFRP 16.8% decrease; 2023 EFRP 12% increase; 
2022 EFRP 14% decrease; and 2021 EFRP 31% increase. To address the variability of results for 
the LIS class of service, the Advisors have used a cost allocation with more consistency and 
reasonable changes to rates of return, proposing a 4.5% increase to LIS present revenue. 

Typical Bill Impact 

ENO’s estimate of electric and gas typical bill impacts from its electric FRP Evaluation Filing and 
Gas FRP Evaluation Filing are presented in Tables 4 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 - $ 140.56 $ 141.25 $ 0.69 

Small Electric  9,125 50 $ 1,421.59 $ 1,489.03 $ 67.44 

Large Electric  91,250 250 $ 10,714.94 $ 10,707.64 ($ 7.30) 

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.). 

 

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

Rate Class Typical Usage Present Proposed Change 

Residential 50 ccf $ 61.59 $ 65.79 $ 4.20 

Small General 500 ccf $ 475.23 $ 503.72 $ 28.49 

Large General 1,000 mcf $ 7,937.22 $8,356.78 $ 419.56 

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 50 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 2024-August 2025); 

2) adherence to the EFRP-7 and GFRP-7 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 
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4) certain of ENO’s ratemaking proposals that exceed the Council’s customary past 
ratemaking treatment.  

Our review identified several adjustments to ENO’s proposed FRP revenues. Table 6 presents the 
Advisor Adjustments. 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  

($ Millions) 

Description Electric Gas 
Total 

Company 

ENO Proposed Incremental FRP Revenues $ 7.03 $ 5.65 $ 12.68 
Advisor Adjustments 

ADV01 – Rider Revenues ($ 0.05) ($ 0.35) ($ 0.40) 
ADV03 – LCFC ($ 0.87) - ($ 0.87) 
ADV04 – Storm Proforma ($ 0.29) - ($ 0.29) 
ADV05 – FIN 48 Interest $ 0.02 $ 0.0 $ 0.02 
ADV06 – FIN 48 ADIT ($ 0.09) - ($ 0.09) 
Total – Advisor Adjustments ($ 1.29) ($ 0.34) ($ 1.63) 
Total Advisor Adjusted FRP Revenue Change $ 5.74 $ 5.30 $ 11.05 
Note: 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”. Additionally, for each Advisor 
Adjustment, the specific adjustment dollar amount by ENO Account is detailed in Attachment C 
to this report.  

Rate Schedule and Other Revenues Adjustment (ADV01) 

ENO describes Adjustment AJ01A as an “[a]djustment to annualize and synchronize Rate 
Schedule Revenues and Riders, reclassify certain Rate Schedule Revenues to Other Electric 
Revenue, and remove interdepartmental sales and unbilled revenues.” While the Advisors 
confirmed ENO’s annualization of FRP revenues and reclassification of certain rate schedule 
revenues8F

9 to be appropriate, with the minor exceptions noted below, ENO’s adjustment to 
“synchronize” test period revenues is contrary to Council directives and industry best practices 
related to development of a test year cost of service.  In Resolution R-19-457, the Council approved 
the FRP mechanisms and directed that the total utility cost of service include total ENO revenues 

 
9  Reclassification of certain rate schedule revenues include revenues to Other Electric Revenue, removal of 

interdepartmental sales, and unbilled revenues. 
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and expenses9F

10 and further that, “The revenue deficiencies/excesses shall be determined for each 
customer class by comparing the E-FRP customer class total revenue requirements with the 
customer class evaluation period total actual revenues,”10F

11 (Emphasis added.) The Advisors’ 
investigation, review and examination of ENO’s 2021, 2022 and 2023 Evaluation Filings focused 
on, among other issues, validation of ENO’s reported test year revenue amounts, and the 
correlation of the FRP revenues with ENO’s FERC Form 1 filings, Entergy Corp.’s SEC 10-K 
filings, and other informational filings.11F

12 Based on these Council directives, the EFRP revenue 
increase is the difference between the proposed estimated revenues, subject to evaluation, and the 
revenues ENO collected in the test year, or would have collected had the present rates (e.g., FRP 
rates) been in effect for all of the test year.   

However, in the FRP Evaluation Filing, ENO replaced test year reported revenue by setting current 
test year rider revenue equal to rider expenses, such that the revenue credit to the test year cost of 
service was not the actual rider revenues collected. This step of replacing actual test year revenues 
ignores the long-held industry regulatory concept of first developing a test year total cost of 
service, which then provides the basis for subsequent evaluation of cost recovery through rate 
design.12F

13  Developing a revenue requirement and revenue deficiency/excess from a cost of service 
analysis does not include inserting a guaranteed revenue collection based on a rider design. 
Guaranteed revenue in the regulatory process, or an assurance of “exact cost recovery,” is not the 
nature of FRP rates, and it is not a regulatory concept specifically approved by the Council for 
FRP purposes.  

Based on the detail provided in discovery responses, the Advisors confirmed the reported test year 
base rate revenues and each rider per book revenue for each of the customer classes, as well as the 
various other operating revenues. The Advisors’ ADV01 adjustment consists of reversing ENO’s 
“Exact Recovery of Expense” adjustment13F

14 for each of the riders to restore test year per book 
values as the appropriate present revenue credit to the test year cost of service/ revenue 
requirement.  

The individual electric revenue credit adjustments we make in ADV01 are, $536,731 fuel (FAC), 
$21,836 EECR, $ 31,966 MISO, and ($538,873) PPCR for a total increase to ENO’s present 
revenue (i.e., reduction to ENO’s revenue deficiency) of $51,661. The negative PPCR revenue 
credit adjustment is pending, as we were unable to resolve an issue with PPCR revenues through 

 
10  See Council Resolution No. R-19-457, Directive 25. a. 
11  Council Resolution No. R-19-457, Directive 26. 
12  Related to the analysis of test year reported revenue and monthly rider filings, the Advisors issued the following 

Data Requests: CNO 1-2a, 1-31, 2-1, 2-19, and 3-8 in the 2021 FRP; CNO 1-2, 2-6, and 2-9 in the 2022 FRP; 
CNO 1-6 and 1-23 in the 2023 FRP, and CNO 1-14, 4-5, 4-6, 4-7, and 5-2 in the 2024 FRP. 

13  The basic steps include: development of the test period total utility revenue collected from all sources; calculation 
of the test period revenue requirement from all sources; cost allocation to each customer class; and design of rates, 
including consideration of the effectiveness in yielding total revenue requirements. NARUC Cost Allocation 
Manual, 1992.  P.13 & 24.  

 “The auditor should begin by looking at an analysis of the test year revenues…” NARUC Rate Case and Audit 
Manual 2003. P31. 
“Cost allocation typically occurs after a cost of service study, which determines the utility’s revenue requirement, 
and before rate design, which determines what and how customers will be charged.” Cost of Service -> Cost 
allocation -> Rate Design. Emerging Trends in Utility Cost Allocation.  Pacific Northwest National Laboratory. 
May 1922. P3-4. 

14  It was necessary for ENO to support the source of expenses used in the “Exact Recovery of Expense” adjustments 
made to per book revenue. See DRs CNO 4-7, 5-2, 6-1, and 6-2.  
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discovery.14F

15 The issue with regard to the PPCR revenue credit to ENO’s cost of service and the 
effects of past mitigation performed through the PPCR, discussed later in this report, must be 
resolved and could significantly impact the appropriate revenues in the FRP Evaluation. 

Of note, the test year 12 monthly PPCR filings indicated a PPCR cost recovery total of 
$21,001,847, including Council mitigation of ($12,488,424) implemented through the PPCR 
Rider, for a net PPCR recovery from ratepayers of $8,513,423. This net PPCR cost recovery 
amount was compared to the test year PPCR per book revenue of $9,083,200, which includes 
mitigation.  ENO’s “Exact Recovery of Expense” adjusted the PPCR revenue credit to $9,619,687; 
ENO derived that expense-based amount from PPCR 12-month costs of $19,946,476, net of two 
offsets: ($7,344,027), identified as a capacity deferral, and a Council approved mitigation of 
($2,982,761) related to a NOX deferred expense credited against PPCR cost recovery in the May 
2023 PPCR Filing.15F

16 Based on our review of the relevant discovery responses, it appeared that the 
capacity deferral offset is related to the sum of test period monthly PPCR over/under balances. 
The other PPCR test period costs offset of ($2,982,760) related to a NOX deferred expense 
originating in 2022, but there was insufficient data to confirm ENO’s applying that mitigation to 
its PPCR “Exact Recovery of Expense” adjustment. Although we related test period PPCR revenue 
excluding mitigation (approximately $21 million) to total test period PPCR costs (also 
approximately $21 million), we were unable to resolve issues involving ENO’s PPCR expense-
based proforma revenue credit, despite the analysis of several discovery responses and supporting 
data in the EFRP Evaluation. Until these issues are resolved, we applied Advisors’ Adjustment 
uniformly to all Riders, recognizing that the ($538,873) PPCR revenue credit adjustment 
represents an increase to ENO’s cost of service/revenue requirement. The implementation of the 
Council’s mitigation in the PPCR, and in the development of the revenue requirement and 
associated cost allocation among customer classes is pending clarification during the EFRP 
required 35-day dispute resolution period following this report.   

Similarly, the Advisors’ ADV01 adjustment for gas reverses ENO’s “Exact Recovery of Expense” 
adjustment related to the PGA rider, but also corrected an error in reclassifying a miscellaneous 
services revenue. The adjustment to gas total operating revenues as a credit to the test year cost of 
service/ revenue requirement was $348,714. 

LCFC (ADV03) 

In Resolution R-20-51, the Council noted that an adjustment to prospective billing determinants 
corresponding to the approved savings goals will be implemented in determining the FRP revenue 
requirement.16F

17 In the LCFC discussion in the 2018 general rate case, ENO’s proposal advocated 
LCFC recovery based on actual results.17F

18 The use of the actual recent year Energy Smart program 
kWh reductions compared to the kWh Savings goal included in the Energy Smart three-year 
Implementation Plan provides a more certain estimate for determining a LCFC adjustment. The 
EFRP tariff requires, “In calculating the LCFC adjustment, ENOL shall use the most current actual 

 
15  See DRs CNO 5-2 and 6-2. 
16  Allowance credit approved per 4/27/23 letter from Utility Committee Chair. 
17  Resolution R-20-51, p. 27-28. 
18  See Resolution R-19-457, page 156. 
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data and not the kWh savings goals included in the approved Energy Smart Implementation 
Plan.”18F

19  

ENO did utilize actual data in calculating its LCFC adjustment, using the three-year average of the 
percent of Energy Smart kWh savings goal that was achieved (program years 2020 through 2022), 
and applying that average percent to the program year 2024 approved kWh savings goal. However, 
Energy Smart Program 2023 kWh savings data are now available. Based on a review of the trend 
in Energy Smart kWh savings achieved over the 2020-2023 period, the Advisors believe that 
ENO’s LCFC adjustment is overstated and that the most current actual data for the three-year 
period 2021 through 2023 more appropriately represents expectations of Energy Smart kWh 
savings and the associated lost contributions to fixed costs. 

Accordingly, the Advisors have adjusted ENO’s LCFC proforma 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 the three most recent program year (2021 through 2023). This adjustment is 
made as Advisor Adjustment ADV03. 

Notwithstanding the use of a reliable current estimate of LCFC in the EFRP, prospectively there 
will be a true-up to actual LCFC costs through Rider EECR.19F

20 The LCFC true up for this 2024 
pro-forma estimate will be included in the EECR Filing mid-year 2025, for recovery in EECR 
rates effective for calendar year 2026.  

Proforma Storm Capital Investments (ADV04) 

The FRP riders allow ENO to proform costs into its cost of service related to the year following 
the test year (i.e., 2024 for the instant FRP Evaluation Filing). Rider Schedule EFRP-7 (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.20F

21 

ENO has requested a $2,418,86421F

22 proforma addition to distribution plant in service related to 
storm restoration capital costs that may be incurred in 2024 with respect to minor weather events. 
As with ENO’s 2023 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. 

 
19  Rate Schedule EFRP-7, Attachment H, B. 
20  Resolution R-23-491, at 5. 
21  Rider Schedule EFRP-7, FN 1 at pg. 30.3. 
22  See FRP Evaluation Filing, Attachment H (electric), funding project “F1PCDSTR0N: DISTR STORM 

DAMAGE CAPITAL, ENOI”. 
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As such, consistent with our recommendations in our 2023 report, ENO erred in proposing the 
proforma adjustment to add $2,418,864 to its plant in service. Advisor Adjustment ADV04 
corrects this error by removing this proforma and its related ratemaking effects.  

Interest on FIN 48 Tax Liabilities (ADV05) 

In ENO’s Adjustment AJ06B, ENO requests recovery of ($18,968) electric (a credit or negative 
expense) and ($3,832) gas (also a credit or negative expense)22F

23 in calculated interest on tax 
positions that in ENO’s opinion do not meet the “more-likely-than-not recognition threshold”23F

24 of 
being allowed by the IRS upon audit (i.e., FIN 48 tax positions).24F

25 In prior FRP Evaluations, ENO 
has requested a debit or positive FIN 48 expense. In the instant FRP Evaluation Filing, ENO has 
calculated credit or negative expenses based on reversal of FIN 48 liabilities related to the 
completion of its 2016 through 2018 IRS Audit in December 2023.25F

26 ENO has erred in the same 
fashion as in prior FRP Evaluations, but in this case in ratepayers’ favor. Still, it is appropriate to 
correct ENO’s error. We have corrected ENO’s error regarding FIN 48 interest by reversing these 
electric and gas (negative) expenses through Advisor Adjustment ADV05. 

FIN 48 ADIT (ADV06) 

Accepted ratemaking principles26F

27 as well as precedential Council directives27F

28 require that 
temporary timing differences (recognized as ADIT) be reflected in rate base, regardless of their 
degree of uncertainty of being upheld by the IRS (i.e., regardless of their status under FIN 48). As 
such, ENO erred by excluding a total of $1,018,003 in FIN 48 ADIT from its rate base.28F

29 The 
Advisors have reversed this inappropriate exclusion through Advisor Adjustment ADV06. 

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 consistently with a complete 
supporting analysis is necessary to maintain fairness in the customer class decoupling revenue 
adjustments. 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. 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 

 
23  See ENO’s response to DR CNO 5-1. 
24  See FASB Interpretation No. 48 at 5. 
25  See ENO’s response to DR CNO 3-1. 
26  See ENO’s response to DR CNO 5-1. 
27  See e.g., FERC Opinion No. 581 (181 FERC ¶ 61,243) at 322 (“Coupling the Commission’s tax normalization 

policy with FIN 48 requires that all uncertain tax positions taken in a given tax year, regardless of their level of 
certainty, shall be recognized in the proper ADIT accounts and appropriately included in rate base. “). 

28  See Council Resolution No. R-19-453, Ordering Paragraph 4 (“ENO's proposal to exclude FIN 48 ADIT liability 
balances from its rate bases is denied.”). 

29  See ENO’s response to DR CNO 3-4.b.i (“FIN 48 ADIT of $734,437 and $283,566 was excluded from the per 
book amounts in accounts 283225 - Section 475 Adjustment-Fed and 283226 -Section 475 Adjustment-St.”). 
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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 included in the 
2024 EFRP raised some questions when compared to the comparable allocation factors developed 
in the recent 2018 Rate Case and the several EFRP filings thereafter.   

Residential monthly usage since the 2018 test period has been relatively consistent, averaging 
1,128 kWh/customer, with only minor variation in each EFRP evaluation. Yet, based on the data 
in the EFRP filings, the estimated Residential customer class ratio of monthly average to 12 
coincident peak (load factor) has varied significantly during this recent period due to the 
differences in the estimates of Residential peak demands. Specifically, the estimated residential 
class average to peak demand monthly load factors have ranged from 62.6% to 50.4%, with 58.9% 
estimated for the 2024 EFRP. This range of EFRP estimated residential load factors, when 
compared to a relatively stable residential average monthly usage, would infer that EFRP test 
period estimates of Residential coincident peak demands since the rate case require more 
supporting analysis regarding consistency, considering the corresponding impacts on cost 
allocation factors and customer class cost of service results. 

Residential capacity-related cost allocation factors have been estimated, and small variations in 
the estimates result in significant changes to the allocated residential cost of service. That 
estimation has required the use of load research data, with sampled results of a small group applied 
statistically to the entire residential customer class. We note that since ENO’s full implementation 
of AMI, no AMI meter data has been used to provide residential class demands at the required 
specific hours. (The application of AMI meter data in developing ENO customer hourly and peak 
data is discussed further in a following section.) In each of the recent EFRP filings, the Advisors 
requested that ENO provide the load research data which supports all estimation and derivations 
of demands used for allocating costs, 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. ENO responded that the Company does not have 
worksheets applying raw load research data to estimate demands because such analysis occurs 
within the load research analytics system.29F

30 Since ENO did not provide any worksheets to support 
the capacity-related fixed cost allocation factors for the FRP Evaluation periods, the Advisors 
constructed an alternative approach which combined the capacity-related fixed cost allocation 
factors from available ENO data for EFRPs since the rate case. The kW peak demands from each 
of the EFRP 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.30F

31    

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, and since, the rate case, (ii) the variability of the demand estimates since the rate case, 

 
30  2022 FRP DRs CNO 4-13 and CNO 4-14; 2023 FRP DR CNO 3-5; and 2024 FRP DR CNO 5-2 
31  “Changes in technology and regulation necessitate a change in cost allocation process.  Utility regulators should 

embrace a flexible approach for allocating costs.” Emerging Trends in Utility Cost Allocation.  Pacific Northwest 
National Laboratory  2022, p.6. 
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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. 

Rider EFRP-7 provides that rate classes Master Metered Non-Residential, Large Electric High 
Voltage and Large Interruptible Service shall have a decoupling revenue adjustment cap of 10%, 
provided that the total electric utility FRP revenue adjustment for that evaluation does not exceed 
10%.31F

32 With the Advisors’ proposed change in total EFRP revenue, (see Table 2) that decoupling 
revenue adjustment cap was not exceeded for those three customer classes. 

The comparative results of electric rate class revenue and corresponding rates of return are 
presented herein in the following Attachments, Attachment A, page 1, which presents the results 
of the Advisors’ 2018 Rate Case Recommended Electric Revenue Requirements by Rate Class; 
Attachment A, page 2 which presents ENO’s current decoupling compliance with Rider EFRP’s 
tariff; and Attachment B, which presents the Advisors’ Adjusted Revenue Requirement and 
Decoupling analysis for the EFRP Evaluation Period. In comparing Attachment A and Attachment 
B, the Advisors’ application of decoupling results in an equitable EFRP percent revenue changes 
among the customer classes, as well as adjustments to customer class rates of return. 

The Advisors’ decoupling analysis also noted a potential issue 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 and EFRP rate adjustment, the total allocated cost of service is credited with operating 
revenue by customer class, including test period revenue from the PPCR Rider, all other riders, 
and other non-tariff operating revenue. The PPCR Rider was also used to apply mitigation revenue 
credits related to the 2023 EFRP final revenue adjustment as well as a May 2023 one-time credit 
of $3.0 million.32F

33 However, mitigation credits applied through the PPCR Rider should not be used 
as an offset in determining test period PPCR revenue associated with recovering PPCR costs by 
rate class. Only the customer class PPCR Rider revenue directly associated with PPCR cost 
recovery should be applied as a credit to the allocated cost of service. Specifically, the PPCR Rider 
revenue credit should not include mitigation revenue credits that are not associated with the 
recovery of purchased power costs. To address this potential issue with a more supportable basis 
for the PPCR revenue credit to ENO’s cost of service, the Advisors referenced the PPCR costs and 
revenues in the 2023 monthly PPCR filing workpapers to identify PPCR test period revenue by 
customer class in which revenue mitigation was not included. Based on this review, the Advisors 
were not able to correlate the PPCR revenue credit with ENO’s proforma adjustment to PPCR 
revenue, which was derived from expenses and based on an exact recovery of expenses. As 
mentioned in the discussion of Advisor Adjustment ADV01 above, this potential issue should be 
clarified with possible discussion with ENO. The issue with regard to PPCR revenues and the 
effects of past mitigation performed through the PPCR could significantly impact the appropriate 
revenue adjustment in the FRP Evaluation. 

Rider BRAR 

As part of the FRP Evaluation Filing, ENO has recalculated rates for its Base Rate Adjustment 
Rider (“BRAR”), whose purpose is to credit Residential Algiers electric rates and charge large and 

 
32  See Rider EFRP-7, Section II.C.3. 
33  See May PPCR letter from UCTTC Chair Mr. JP Morell to Ms. Courtney Nicholson, April 27, 2023. 
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industrial customers to pay for this credit. The present BRAR rate credits Algiers Residential 
customers 5.929% of their base rate at a cost to large and industrial customers of approximately 
$1.4 million per year. This 5.929% BRAR rate equates to a $5.10 Algiers Residential typical bill 
credit (1,000 kWh/mo. Summer/Winter average). The proposed BRAR rate is a credit of 0.731% 
at a cost to large and industrial customers of approximately $0.2 million. This 0.731% proposed 
BRAR rate equates to a $0.63 Algiers Residential typical bill credit (1,000 kWh/mo. 
Summer/Winter average). This proposed change to BRAR rates is provided for by Council 
Resolution No. R-19-457,33F

34 and our review of ENO’s calculation indicates that it complies with 
the Council’s direction. 

The amount of any BRAR rate change is dependent on the change in the residential FRP revenue 
requirement. Specifically, Algiers residential rates are allowed to increase up to 4%, including the 
effect of a reduction in BRAR rates (a reduction in BRAR rates increases the Residential Algiers 
total rate). Whenever residential rates increase by less than 4% as part of a FRP Evaluation, BRAR 
rates may decrease to cause an overall 4% increase in Algiers Residential rates. 

Once ENO calculates its final FRP rates based on any agreed-to adjustments, changes to various 
allocations, and class rates of return, ENO should also recalculate BRAR rates, which we note 
could thereby be zero, effectively retiring Rider BRAR. Of note, the electric Franchise Tax rate 
for Algiers is 2.0%, while the electric Franchise Tax rate for the remainder of New Orleans is 
5.0%.34F

35 As such, total electric bills in Algiers will remain somewhat lower than in the remainder 
of New Orleans even should Rider BRAR be retired. 

Proforma Adjustments No Longer Required 

Prior FRP Evaluation filings contained errors requiring Advisor Adjustments which are not 
required in the instant FRP Evaluation. Through settlement agreements between the Council and 
ENO or changes in ENO’s circumstances, certain Advisor Adjustments that we recommended in 
prior FRP Evaluations are no longer required or recommended in the instant FRP Evaluation. 

OPEB 

In our review of ENO’s 2023 FRP Evaluation Filing, we recommended an expense credit totaling 
$3.41 million for gas and electric related to ENO’s proforma exclusion of Other Post-Retirement 
Benefits ("OPEB") expense credits from its cost of service. This adjustment was appropriate 
because there was no mechanism to prevent ENO from capturing these negative expenses once the 
external trust related to OPEB was terminated. 

Through negotiations between ENO and the Council in the extension of ENO’s FRP, it was agreed 
that going forward, ENO would be allowed to exclude OPEB expenses from its cost of service, 
but that ratepayers would have a claim on the external trust related to these negative expenses upon 
that trust’s termination.35F

36 Upon review of the instant FRP Evaluation Filing, ENO has complied 
with this agreed-to treatment, and no Advisor Adjustments are required. 

 
34  See Council Resolution No. R-19-457 at 77 (“Starting in 2021 with rates effective with that year's FRP evaluation, 

Algiers residential revenue will increase by a minimum of 4%, or equal to the residential class revenue increase 
when greater than 4%, until parity is achieved with the remainder of the residential rate class.”) We note that this 
language is part of the resolution’s “whereas” language but is nonetheless stated as a finding by the Council. 

35  The gas Franchise Tax rate is 5.0% for all of New Orleans. 
36  See Council Resolution No. R-23-491 at 4. 
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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 2, which presents ENO’s proposed change in FRP revenue is 
reproduced for comparison.  

Table 2 
(reproduced from above) 

ENO FRP Evaluation Filing Change in Electric FRP Revenues 

Rate Class 
Applicable 

Base Revenue 

Proposed 
Change in FRP 

Revenue 

Proposed Change 
in FRP Revenue 

as Percent of 
Base Revenue 

Residential   $ 186,464,277    $ 1,599,432  0.9% 
Small Electric Service      73,390,826      5,277,971  7.2% 
Municipal Buildings        2,623,553         274,985  10.5% 
Large Electric      26,019,619         187,452  0.7% 
Large Electric High Load Factor      96,561,783      1,517,862  1.6% 
Master Metered Non-Residential           571,436           48,151  8.4% 
High Voltage        5,702,594           83,638  1.5% 
Large Interruptible        4,046,306        (680,965) (16.8%) 
Lighting Service        4,051,692     (1,274,653) (31.5%) 
Total $ 399,432,085   $ 7,033,874  1.8% 

 

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 $ 186,464,277 $ 1,248,394 0.67% 
Small Electric Service 73,390,826 170,028 0.23% 
Municipal Buildings 2,623,553 6,370 0.24% 
Large Electric 26,019,619 1,466,607 5.64% 
Large Electric High Load Factor 96,561,783 2,208,824 2.29% 
Master Metered Non-Residential 571,436 1,493 0.26% 
High Voltage 5,702,594 175,797 3.08% 
Large Interruptible 4,046,306 285,540 7.06% 
Lighting Service 4,051,692 185,596 4.58% 
Total $ 399,432,085 $ 5,748,647 1.44% 
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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. 

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   $ 22,894,894      $ 3,587,326  15.7% 
Small General     5,122,252         802,589  15.7% 
Large General     5,538,551         867,817  15.7% 
Small Municipal          47,743             7,481  15.7% 
Large Municipal     2,425,719         380,078  15.7% 
Total $ 36,029,159    $ 5,645,292  15.7% 

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   $ 22,894,894   $ 3,368,170  14.7% 
Small General 5,122,252   753,557  14.7% 
Large General  5,538,551   814,801  14.7% 
Small Municipal  47,743   7,024  14.7% 
Large Municipal   2,425,719   356,858  14.7% 
Total  $ 36,029,159   $ 5,300,410    14.7% 

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 
Proposal 

After Advisor 
Adjustments and 
Bill Mitigation 

Measures 

Change 
from ENO 
Proposal 

Residential  1,000 $ 140.56 $ 141.25 $ 141.10 ($ 0.15) 

Small Electric  9,125 $ 1,421.59 $ 1,489.03 $ 1,423.77 ($ 65.26) 

Large Electric  91,250 $ 10,714.94 $ 10,707.64 $ 11,029.31 $ 321.67 
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Regarding Algiers electric customers, the present typical bill is $131.05 and ENO’s proposed rates 
would cause a typical bill of $136.29. This increase is due to the same FRP rate increase, plus an 
increase due to Rider BRAR of $4.47 (before the application of Franchise Tax), which we discuss 
later in this report. Our same recommended FRP rate for Algiers and Legacy Residential 
customers, combined with ENO’s calculated BRAR rate increase results in a $136.14 typical bill, 
$0.15 less than ENO’s proposal. 

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 $ 61.59 $ 65.79 $ 65.54 ($ 0.25) 

Small General 500 ccf $ 475.23 $ 503.72 $ 503.72 ($ 1.75) 

Large General 1,000 mcf $ 7,937.22 $ 8,356.78 $ 8,356.78 ($ 25.81) 

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. 

Mark to Market ADIT 

As part of ENO Adjustment AJ03A.3, ENO credited ENO Account 283225 by $215,421 and ENO 
Account 283226 by $83,174 relative to FIN 48 tax positions (i.e., tax positions that fail the FIN 48 
uncertainty test) taken under IRC Sec. 475 (i.e. Mark to Market or “MTM”). These entries are to 
remove debit ADIT balances (i.e., increases to rate base and ENO’s cost of service) that in prior 
years were credit balances. ENO states, “From year-to-year, ENO does not know whether 
Accounts 283225 and 283226 [ENO Accounts for recording MTM ADIT] will have credit 
balances or debit balances because power/energy markets drive the MTM taxable income or tax 
deductions in each tax year. . . ENO requests that the Council establish a ratemaking rule regarding 
whether MTM ADIT associated with third-party PPAs should be included in rate base. This rule 
should apply regardless of whether the MTM ADIT increases or reduces rate base. A rule that 
MTM ADIT should be included in rate base only if the MTM ADIT reduces rate base would be 
arbitrary and capricious.”36F

37 

MTM is an optional tax position that ENO is not obligated to undertake. However, should ENO 
opt for MTM treatment, all contracts must be given MTM treatment. Further, ENO’s taxable 
income and taxable deductions are part of a consolidated return involving other companies. ENO 

 
37  FRP Evaluation Filing, Summary Pleading, XXIII and XXIV at 15 
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requests here that ratepayers compensate ENO for its optional MTM tax positions that this year 
would increase rates should their ADIT be allowed in rate base.  

ENO should explain why ratepayers should compensate ENO for undertaking tax positions that 
provide ENO no tax benefits (i.e., cause a debit ADIT balance). ENO should only undertake tax 
positions that provide useful capital (i.e., a deferred tax liability recognized as a credit ADIT 
balance). To the extent ENO has undertaken MTM tax positions that harm ENO but benefit other 
companies that share ENO’s consolidated tax return, ENO should explain why those companies 
should not bear the burden of these tax positions. In any case, the relief ENO requests is beyond 
the scope of an FRP Evaluation. 

Meter Reading Expense 

In ENO’s 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, as well as the 2023 FRP Evaluation, ENO no longer proforms its per book meter 
reading expense to reflect any improvements from AMI. ENO’s meter reading expense in its cost 
of service is $0.3 million electric37F

38 and $0.3 million gas.38F

39 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.”39F

40 However, ENO now wants recovery of approximately 
$0.6 million in meter reading expenses.  

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 that the 
Council direct ENO to prepare and file a report explaining, in detail, why its AMI deployment 
failed to generate its forecasted ratepayer savings. 

Using AMI Capability to Develop Cost Allocation Factors 

As discussed above, considering the lack of support ENO provided for a rigorous analysis of 
capacity-related allocation factors in the 2023 FRP evaluation and the instant FRP Evaluation 
Filing, the Advisors asked ENO why (assuming AMI plant and software system are functioning 
as intended) AMI could not be used in developing demand-related cost allocation factors, when 
one or more rate classes’ contribution to the peak loads cannot be calculated from meter data.40F

41 
ENO was unresponsive to that data request, 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 

 
38  See FRP Evaluation Filing, Compliance w Decoupling AJ01A A G Part 2, RR4, OMCA902: 902  METER 

READING EXPENSE. 
39  See EX1- O&M_G, EX1.1, line 26. 
40  Council Docket No. UD-16-04, Direct Testimony of Dennis P. Dawsey at 11. 
41  See DRs CNO 3-9 in the 2022 EFRP, CNO 5-3 in the 2024 EFRP, and ENO’s response thereto. 
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ENO responded that upgraded systems and/or increases in resources may be required.41F

42  
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. 

For ENO’s 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.” 

More technical discussions between the Advisors and ENO are required to clarify this issue prior 
to the cost of service and decoupling analyses developed for ENO’s next EFRP Evaluation. 

Non-Typical Test Year 

Past Advisor reports on annual FRP Evaluation filings have properly reflected adjustments to 
ENO’s revenues to reflect non-typical test years. 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. To reflect this non-typical test year, we adjusted ENO’s 2022 
EFRP Present Revenues by $11,254,182 (which represented a decrease to ENO’s FRP revenue 
requirement).  

As part of our review of ENO’s 2023 FRP Evaluation filing, we identified 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 Test Year revenues, we did not recommend any adjustments 
to ENO’s Present Revenues for that year related to non-typical conditions. 

The same is true for ENO’s 2024 FRP Evaluation filing: we identified no significant non-typical 
conditions in 2023 affecting ENO’s revenues. As such, we do not recommend any adjustments to 
ENO’s revenues in the FRP Evaluation based on a non-typical year.

 
42  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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Attachment C 

2024 FRP Evaluation Filing Review 1 Legend Consulting Group Limited 

Advisor Adjustments to ENO’s 
Proposed Ratemaking Treatment by Account 

ENO Account(s) 

Electric 
Adjustment 

DR/(CR) 

Gas 
Adjustment 

DR/(CR) 
ADV01 – Rider Revenues 

RSRRFAC: 440-445 SALES–RETAIL - FAC ($536,731)  
RSRRMIS: 440-445 SALES–RETAIL - MISO ($31,966)  
RSRRPPC: 440-445 SALES–RETAIL - PURCHASED POWER 
CAPACITY $538,873  
RSRREECR: 440-445 SALES–RETAIL - Energy Smart $21,836  
Total Operating Revenues, Attachment B, Page 3, Line 3  ($348,714) 

ADV03 – LCFC 
RSRRLCF: 440-445 SALES–RETAIL - LCFC REVLCF: LCFC 
Revenue ($878,553)  

ADV04 – Storm Proforma Costs 
PLD361: 361  STRUCTURES & IMPROVEMENTS (DS-DD-TO)
 1010AM: Electric Plant In Service ($14,776)  
PLD362: 362  STATION EQUIPMENT (DS-DD-TO) 1010AM: 
Electric Plant In Service ($432,116)  
PLD364: 364  POLES, TOWERS, & FIXTURES (D2-DD-TO)
 1010AM: Electric Plant In Service ($389,634)  
PLD365: 365  OVERHEAD CONDUCTORS & DEVICES (D2-DD-
TO) 1010AM: Electric Plant In Service ($648,295)  
PLD368: 368  LINE TRANSFORMERS (DX-DD-TO) 1010AM: 
Electric Plant In Service ($671,853)  
PLD3691: 369.1  OVERHEAD SERVICES (DV-CC-TO) 1010AM: 
Electric Plant In Service ($203,714)  
DXD361: 361  STRUCTURES & IMPROVEMENTS (DS-DD-TO)
 4030AM: Depreciation Expense ($142)  
DXD362: 362  STATION EQUIPMENT (DS-DD-TO) 4030AM: 
Depreciation Expense ($4,579)  
DXD364: 364  POLES, TOWERS, & FIXTURES (D2-DD-TO)
 4030AM: Depreciation Expense ($12,191)  
DXD365: 365  OVERHEAD CONDUCTORS & DEVICES (D2-DD-
TO) 4030AM: Depreciation Expense ($20,521)  
DXD368: 368  LINE TRANSFORMERS (DX-DD-TO) 4030AM: 
Depreciation Expense ($20,027)  
DXD3691: 369.1  OVERHEAD SERVICES (DV-CC-TO) 4030AM: 
Depreciation Expense ($6,286)  

ADV05 – FIN 48 Interest 
OCFBL: BANK LOANS & FIN48 - INTEREST EXP $18,968 $3,832 

ADV06 – FIN 48 ADIT 
283225: Section 475 Adjustment-Fed ($734,437)  
283226: Section 475 Adjustment-St  ($283,566) 



Attachment D 

2024 FRP Evaluation Filing Review 1 Legend Consulting Group Limited 

 
  

1 RATE BASE Att B, P 2, L 23         1,276,624,874         1,273,256,753 
2 BENCHMARK RATE OF RETURN ON RATE BASE Att D, L 4, Col D 7.28% 7.28%

3 REQUIRED OPERATING INCOME L 1 * L 2              92,938,291              92,693,092 
4 NET UTILITY OPERATING INCOME Att B, P 3, L 26              88,059,879              88,706,061 
5 OPERATING INCOME DEFICIENCY/(EXCESS) L 3 - L 4                4,878,411                3,987,030 
6 REVENUE CONVERSION FACTOR (1)                    1.4418                    1.4418 

7 REVENUE DEFICIENCY/(EXCESS) L 5 * L 6                7,033,873                5,748,647 

PRESENT RATE REVENUES
8 ULTIMATE CUSTOMERS Att B, P 3, L 1            611,429,800            612,360,014 

9 REVENUE REQUIREMENT L 7 + L 8            618,463,673            618,108,661 

10 PRESENT RATE BASE REVENUES Att B, P 3, L 1            611,429,800            612,360,014 
11 REVENUE DEFICIENCY/(EXCESS) L 9 - L 10                7,033,873                5,748,647 
12 REVENUE CONVERSION FACTOR (1) L 6                    1.4418                    1.4418 
13 OPERATING INCOME DEFICIENCY/(EXCESS) L 11/L 12                4,878,411                3,987,030 

14 RATE BASE Att B, P 2, L 23         1,276,624,874         1,273,256,753 
15 COMMON EQUITY DEFICIENCY/(EXCESS) (%) L 13/L 14 0.38% 0.31%
16 WEIGHTED EVALUATION PERIOD COST RATE FOR Att D, L 3, Col D 5.14% 5.14%
17 WEIGHTED EARNED COMMON EQUITY RATE (%) L 16 - L 15 4.76% 4.83%
18 COMMON EQUITY RATIO (%) Att D, L 3, Col B 55.00% 55.00%
19 EARNED RATE OF RETURN ON COMMON EQUITY (%) L 17/L 18 8.66% 8.78%

Advisor Adjusted 
Amount

TOTAL COMPANY

Line 
No. Description Adjusted Amount 

As Filed by ENO

Entergy New Orleans, LLC
Formula Rate Plan

Earned Rate of Return on Common Equity Formula
Electric

For the Test Year Ended December 31, 2023



Attachment D 

2024 FRP Evaluation Filing Review 2 Legend Consulting Group Limited 

 

1 RATE BASE Att B, P 2, L 18          214,490,009          214,490,009 
2 BENCHMARK RATE OF RETURN ON RATE BASE Att D, L 4, Col D 7.28% 7.28%

3 REQUIRED OPERATING INCOME L 1 * L 2            15,614,873            15,614,873 
4 NET UTILITY OPERATING INCOME Att B, P 3, L 24            11,514,240            11,764,756 
5 OPERATING INCOME DEFICIENCY/(EXCESS) L 3 - L 4              4,100,633              3,850,117 
6 REVENUE CONVERSION FACTOR (1)                  1.3767                  1.3767 

7 REVENUE DEFICIENCY/(EXCESS) L 5 * L 6              5,645,292              5,300,410 

PRESENT RATE REVENUES
8 ULTIMATE CUSTOMERS Att B, P 3, L 1          106,370,191          106,718,905 

9 REVENUE REQUIREMENT L 7 + L 8          112,015,482          112,019,314 

10 PRESENT RATE REVENUES Att B, P 3, L 1          106,370,191          106,718,905 
11 REVENUE DEFICIENCY/(EXCESS) L 9 - L 10              5,645,292              5,300,410 
12 REVENUE CONVERSION FACTOR (1) L6 1.3767 1.3767
13 OPERATING INCOME DEFICIENCY/(EXCESS) L 11/L 12              4,100,633              3,850,117 

14 RATE BASE Att B, P 2, L 18          214,490,009          214,490,009 
15 COMMON EQUITY DEFICIENCY/(EXCESS) L 13/L 14 1.91% 1.80%

16 WEIGHTED EVALUATION PERIOD COST RATE FOR 
COMMON EQUITY (%)

Att D, L 3, Col D 5.14% 5.14%

17 WEIGHTED EARNED COMMON EQUITY RATE (%) L 16 - L 15 3.23% 3.35%
18 COMMON EQUITY RATIO (%) Att D, L 3, Col B 55.00% 55.00%

19 EARNED RATE OF RETURN ON COMMON EQUITY (%) L 17/L 18 5.87% 6.09%

Advisor Adjusted 
Amount

TOTAL COMPANY

Entergy New Orleans, LLC
Formula Rate Plan

Earned Rate of Return on Common Equity Formula
Gas

For the Test Year Ended December 31, 2023

Line 
No. Description Adjusted Amount 

as Filed by ENO




