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COMMENTS OF THE ADVISORS REGARDING APPLICATION OF
ENTERGY NEW ORLEANS, LLC FOR APPROVAL OF RENEWABLES
PORTFOLIO AND REQUEST FOR COST RECOVERY AND RELATED RELIEF

The Utility Advisors (“Advisors”) to the Council of the City of New Orleans (“Council”)
respectfully submit these comments regarding the Application of Entergy New Orleans, LLC for
Approval of Renewables Portfolio and Request for Cost Recovery and Related Relief
(“Application”). The Advisors believe that the Application shows promise, but the Advisors do
have reservations regarding the cost of the proposals, and believe that the proposals in the

Application could be improved upon in a manner beneficial to New Orleans utility customers.

The Advisors believe that consensus does not currently exist among the parties to
recommend that the Council approve Entergy New Orleans, LLC’s (“ENO”) Application as
filed, but that there is some potential to at least partially, if not fully resolve the case through
settlement. To that end, the Advisors recommend a short extension of the period for settlement
discussions, to determine whether a settlement or partial settlement agreement among the parties
can be reached, to be followed, as necessary, by a brief procedural schedule that would allow the
parties the opportunity to submit written testimony and/or their recommendations to the Council
regarding ENQO’s Application (a “paper hearing”) and an opportunity to respond to the arguments
of other parties. It is the Advisors’ hope, in light of the Combined Rate Case currently under

way, and the multiple ongoing cases related to the New Orleans Power Station (“NOPS”), that



this would allow the Council to develop a sufficient record to make a determination in this case
without undergoing an extensive litigation. The Advisors will continue to work with the parties
to bring forth a more specific proposal for further proceedings in this docket in the Joint Status

Report due next week.

INTRODUCTION

After a much-drawn-out request for proposals (“RFP”) process, ENO on July 31, 2018
submitted its Application seeking approval of a renewable energy resources portfolio consisting

of:

(1) A 20 MW self-build solar project to be known as the New Orleans Solar Station
(*NOSS”) located in New Orleans East at the National Aeronautics and Space
Administration’s (“NASA”) Michoud Assembly Facility that would enter service in

the second quarter of 2020;

(2) A 50 MW solar electric generation facility located on an approximately 440 acre site
in Washington Parish, Louisiana that will be constructed by a third-party and
acquired by ENO (“Iris Solar Facility” or “ISF”), and is expected to be sufficiently

completed to transfer to ENO in the first half of 2021; and

(3) A long-term 20 MW purchase power agreement (“PPA”) from a to-be-constructed
solar PV plant on a 200-acre site located in St. James Parish, Louisiana (“St. James

PPA”).

In Resolution No. R-18-353, adopted by the Council on August 23, 2018, the Council set

forth a procedural schedule to consider ENO’s Application, establishing a deadline for



interventions and opening a discovery period. In addition, because the Council believed ENO’s
Application might be a case that could be settled without protracted litigation, the Council
directed the parties to file comments and/or position statements and then a joint status report
indicating whether the parties would be able to reach an Agreement in Principle settling the case,
or whether the case could not be settled, in which case the Advisors are to file a motion
requesting that the Hearing Officer establish a procedural schedule that would allow for parties
to submit evidence into the record and set a date for an evidentiary hearing on the merits of
ENO’s Application, upon receipt of which, the Hearing Officer is to set an accelerated

procedural schedule and hearing date.

Interventions were filed by Air Products and Chemicals, Inc. (“Air Products”), the
Alliance for Affordable Energy (“AAE”), and 350 New Orleans. Subsequently, on October 24,
2018, ENO filed a Motion to Extend Settlement Schedule Deadlines indicating that it would be
filing supplemental testimony for its Application containing new information regarding the
proposed portfolio and seeking an extension of time for the parties to file comments on it. On
October 26, 2018, the Hearing Officer issued an Order granting the extension of time for the

parties to file their comments.

ENO filed its Supplemental Testimony and Exhibits of Michael J. Goin and Seth. E.
Cureington (“Supplemental Testimony”) on November 9, 2018. Comments on the Application
and the Supplemental Testimony were filed by Air Products,* and the AAE? on November 30,

2018.

L Air Products and Chemicals, Inc. Comments, Docket No. UD-18-06 (Nov. 30, 2018) (“Air Products Comments™).
2 position of the Alliance for Affordable Energy, Docket No. UD-18-06 (Nov. 30, 2018) (“AAE Comments”).



COMMENTS OF THE PARTIES

Air Products expresses concern that ENO’s application seeks approval of renewable
resources that have not been established to be the lowest reasonable cost resources to meet
ENO’s capacity and energy needs.® Air Products points out that the resources were selected
from a renewables-only RFP and are expensive compared to market prices of resources as
forecasted by ENO.* Air Products asserts that the economic impacts on customers of ENO’s
fulfilling its commitment to add 100 MW of renewable power to its portfolio must be considered
and that any renewable resource pursued by ENO and approved by the Council should still be the
lowest reasonable cost resource to meet an identified need and provide reliable power to ENO’s
captive ratepayers.> Air Products also requests that future renewable RFPs include an option for
brown power with the purchase of renewable energy credits (“RECs”) or emission free energy

certificates (“EFECs”).°

Air Products also objects to the recovery of the capacity component of the St. James PPA
through ENO’s fuel adjustment clause (“FAC”) because, while the “energy only” pricing of the
PPA characterizes the pricing structure, it is not an accurate characterization of the products
being provided under the proposed PPA, which are typically associated with fixed costs of the
resources.” Air Products asserts that recovery of costs associated with capacity benefits through
a volumetric energy charge is not appropriate and should not be approved by the Council, and

argues that this resource value component should be recovered on a base rate revenue basis.®

3 Air Products Comments at 1.
4 Air Products Comments at 1-2.
5 Air Products Comments at 2.
6 Air Products Comments at 2.
7 Air Products Comments at 2.
8 Air Products Comments at 2-3.



Finally, Air Products opposes NOSS, arguing that while the projected energy and
capacity benefits of NOSS are similar to that of the St. James PPA, the net benefits of NOSS are
significantly less than the St. James PPA due to the cost of NOSS being more than twice that of

the St. James PPA.°

The AAE states that it is encouraged to see ENO moving forward with its commitment to
100 MW of clean and renewable resources that will provide New Orleans customers with

multiple benefits over their life-cycle.©

AAE also notes that the multiple types of financing,
ownership, and technologies outlined in the application provide stakeholders with a clear picture
of the diverse paths to renewable energy.!* AAE states that it is very concerned about the
economics of the NOSS, particularly in comparison to the other projects in the portfolio.
However, the AAE notes that net economic benefits were not an important metric in the
Council’s decision on NOPS, and renewable resources should not be held to a different
standard.'?> AAE suggests that a third party perform an analysis of the costs and benefits of a
large solar resource located within Orleans Parish, to develop a reasonable value of resilience,

grid services, etc.!® AAE asserts that this analysis should be helpful as all stakeholder parties

develop an understanding of the myriad benefits of a modern distributed system.*

The AAE also suggests that the Council could gain even more than ENO’s proposed 20
MW through local investment in solar resources by establishing an incentive similar to the

generous state tax credit that spurred the local solar boom.!®> The AAE states that if the parties

9 Air Products Comments at 3.
10 AAE Comments at 1.
11 AAE Comments at 1.
12 AAE Comments at 2.
13 AAE Comments at 2.
14 AAE Comments at 2.
15 AAE Comments at 3.



cannot agree on the value and economics of NOSS, and are still interested in pursuing 20 MW of
solar in New Orleans to reap the various benefits of local generation, the parties should discuss a
solution that leverages both New Orleans’ enthusiasm for rooftop solar and private investment.®
AAE argues that a utility-managed and financed incentive could be far smaller than the state tax
incentive was, and could represent a win-win for all parties, with much lower overall costs and
even greater benefits in terms of increased local employment, no additional costs for new
substation and transmission upgrades, zero costs for land lease, and potentially even greater

participation in the Energy Smart Program.’

Finally, the AAE notes that the Federal tax incentives are scheduled to sunset soon, and
that it is prudent to move expeditiously to a decision that harnesses the value of the Federal
incentive and does not delay the approval of cost-effective projects.!® The AAE suggests that the
parties either convene a technical conference to discuss their positons after the Advisors and
ENO response filing milestones next in the procedural schedule or to conduct conversations to

find a conclusion without an expensive litigated proceeding.*®

ADVISORS’ COMMENTS

The Advisors have reviewed ENO’s testimony and conducted discovery and performed

analysis regarding ENQO’s proposed portfolio. The Advisors’ conclusions are as follows:

1) St. James PPA -- The Advisors find that the St. James PPA was the most highly
ranked renewables project in terms of estimated benefits and that it can be expected to provide

net benefits to ENO customers as compared to ENO’s other options for procuring energy and

16 AAE Comments at 3.
17 AAE Comments at 3.
18 AAE Comments at 2.
19 AAE Comments at 2.



capacity to serve New Orleans. It also results in the lowest increase to ratepayer bills of the
responses to ENO’s RFP. The Advisors, therefore, believe that the St. James PPA would be in
the best interest of ENO’s customers. The St. James project is not in Orleans Parish, however,
and will produce minimal, if any local economic benefits. The Advisors also note that it appears
that ENO had an opportunity to increase this PPA to 50 MW, which would have potentially
produced additional net benefits. This project will provide 20 MW of capacity and associated
energy and have an initial year bill increase of approximately $0.12 per month for a typical
residential ratepayer, $0.25 per month for a typical commercial (Small Electric) customer and

$9.30 per month for a typical industrial (Large Electric) customer.

@) Iris Solar Facility -- The Advisors find that the Iris Solar Facility could, if

modified, provide net benefits to customers as compared to some of ENQO’s other options for
procuring energy and capacity to serve New Orleans, but that ENO does have less expensive
options as compared to the Iris Solar Facility. The Advisors believe the Iris Solar Facility has
potential to be in the interest of New Orleans customers, especially if it can be improved upon.
The Advisors observe that it appears that ENO had an opportunity to enter into a PPA for power
from the same facility at a lower cost that would have produced greater net benefits, but instead
chose to enter into a build-own-transfer (“B-O-T”) arrangement in order to give ENO “more
control over the asset.”? This project is also located outside of Orleans Parish and would be
expected to have minimal, if any, local economic impact. This project would provide 50 MW of
capacity and associated energy and have an initial year bill increase of approximately $1.54 per
month for a typical residential ratepayer, $3.18 per month for a typical commercial (Small

Electric) customer and $118.64 per month for a typical industrial (Large Electric) customer.

20 Exhibit SEC-5 at 19; see also Application at 16 citing Direct Testimony of Seth E. Cureington, 32:15 (July 2018).



(3) NOSS -- The Advisors note that the NOSS project has the lowest economic
analysis ranking with substantial net costs to ratepayers as compared to other options available to
ENO to serve New Orleans -- notably, while providing the same amount of capacity as the St.
James PPA, the NOSS project would cost more than twice as much on a net present value basis.
Like Air Products and AAE, the Advisors have concerns regarding the economics of the NOSS
project. The Advisors are concerned that due to its high cost, NOSS may not be in the interest of
New Orleans customers. However, the Advisors also observe that unlike the other two projects,
this project would be located in Orleans Parish at the New Orleans NASA Michoud Assembly
Facility and, according to ENO’s testimony, would produce a significant positive impact on the
local economy generating 537 jobs, labor income, and new spending to the area. This project
would provide 20 MW of capacity and associated energy and have an initial year bill increase of
approximately $1.39 per month for a typical residential ratepayer, $2.88 per month for a typical
commercial (Small Electric) customer and $107.32 per month for a typical industrial (Large

Electric) customer.

In total, all three projects together will provide 90 MW of renewable energy at an
estimated initial year additional cost of approximately $36.59 to a typical residential customer,
which would average approximately $3.05 per month. The total estimated initial year additional
cost for a typical commercial (Small Electric) customer would be $75.64 per year and for a
typical industrial (Large Electric) customer, it would be $2,823.06 per year. While some ENO
customers may not view this as a substantial rate impact, the Advisors believe that it is a
significant impact which may objectionable to some customers. The Advisors also note that as
compared to other power supply options, the total portfolio does produce substantial net costs

that could be avoided by investing in less expensive forms of renewable power, including



different renewables options that were bid into ENO’s RFP such as by expanding the St. James
PPA or pursuing the PPA from the Iris Solar Facility, rather than the build-own-transfer option.
Those options, however, do not provide the local economic impacts that the NOSS project brings
to the portfolio. The 90 MW portfolio does go a long way toward achieving ENO’s commitment
to add 100 MW of renewable resources to its generation portfolio by 2021. In addition, if the 90
MW of renewable resources is coupled with the construction of the New Orleans Power Station,
ENO would no longer be projected to be short on capacity and would have a projected surplus

through 2028.

CONCLUSION

The Advisors believe that there is likely to be general agreement among the parties that
the economic St. James PPA should proceed, and if the opportunity still remains, perhaps even
expanded. The Advisors also believe that, while there is not yet consensus around whether the
Iris Solar Facility and NOSS projects should be approved, there is significant merit in those two
proposals worth further discussion, particularly if a means to reduce the costs of those two
projects can be found. The Advisors recommend that ENO reach out to the counterparty for the
Iris Solar Facility to determine whether the costs related to that facility can be reduced in any
way, including potentially by converting the B-O-T arrangement to a PPA. The Advisors also
recommend that the parties continue to discuss whether there is any potential to reduce the cost
of NOSS to ratepayers or any potential to obtain additional power from the St. James project at
the same price contained in the St. James PPA. In the event that the parties are not able to reach

agreement regarding the Iris Solar Facility and NOSS projects, the Advisors recommend that a



paper hearing be established to allow the Council to resolve the matter as quickly as possible, so

that either the projects may proceed, or a new RFP may be issued.

Respectfully submitted:

J. A. “Jay” Beatmann, Jr. (#26189)
Dentons U.S. LLP
650 Poydras Street, Suite 2850

New Orleans, LA 70130
Telephone: (504) 524-5446
Facsimile: (504) 568-0331

Email: jay.beatmann@dentons.com

And

Clinton A. Vince

Presley R. Reed, Jr.

Emma F. Hand

1900 K Street, N.W.
Washington, D.C. 20006
202-408-6400 (Telephone)
202-408-6399 (Facsimile)
clinton.vince@dentons.com
presley.reedjr@dentons.com
emma.hand@dentons.com

Attorneys for the Council of the City of New
Orleans
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CERTIFICATE OF SERVICE

I hereby certify that on this date a copy of the foregoing has been sent to the official
service list by email and/or served by United States mail, postage prepaid, through their

representatives at the following addresses:

Lora W. Johnson, lwjohnson@nola.gov
Clerk of Council

City Hall - Room 1EQ9

1300 Perdido Street

New Orleans, LA 70112

(504) 658-1085 - office

(504) 658-1140 - fax

Service of Discovery not required

Erin Spears, espears@nola.gov

Chief of Staff, Council Utilities Regulatory Office
Bobbie Mason, bfmasonl@nola.gov

Connolly A. F. Reed, careed@nola.gov

City Hall - Room 6EQ7

1300 Perdido Street

New Orleans, LA 70112

(504) 658-1110 - office

(504) 658-1117 — fax

Andrew Tuozzolo, CM Moreno Chief of Staff, avtuozzolo@nola.gov
1300 Perdido St. Rm. 2W40
New Orleans, LA. 70112

David Gavlinski, 504-658-1101, dsgavlinski@nola.gov
Council Chief of Staff

City Hall - Room 1E06

1300 Perdido Street

New Orleans, LA 70112

Sunni LeBeouf, Sunni.LeBeouf@nola.gov
Law Department

City Hall - 5th Floor

New Orleans, LA 70112

(504) 658-9800 - office

(504) 658-9869 - fax

Service of Discovery not required
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Norman White, Norman.White@nola.gov
Department of Finance

City Hall - Room 3E06

1300 Perdido Street

New Orleans, LA 70112

(504) 658-1502- office

(504) 658-1705 — fax

ADMINISTRATIVE HEARING OFFICER

Hon. Jeffrey S. Gulin, judgequlin@gmail.com
3203 Bridle Ridge Lane

Lutherville, MD 2109

(410) 627-5357

NEW ORLEANS CITY COUNCIL CONSULTANTS

Clinton A. Vince, clinton.vince@dentons.com
Presley Reed, presley.reedjr@dentons.com
Emma F. Hand, emma.hand@dentons.com
1900 K Street NW

Washington, DC 20006

(202) 408-6400 - office

(202) 408-6399 - fax

Basile J. Uddo (504) 583-8604 cell, buddo@earthlink.net

J. A. “Jay” Beatmann, Jr. (504) 256-6142 cell, (504) 524-5446 office direct,
jay.beatmann@dentons.com

c/o DENTONS US LLP

650 Poydras Street, Suite 2850

New Orleans, LA 70130

Yves Gelin, ygelin@wilkersonplc.com
Wilkerson and Associates, PLC

650 Poydras Street, Suite 1913

New Orleans, LA 70130

(504) 522-4572 - office

(504) 522-0728 - fax

Philip J. Movish, pmovish@ergconsulting.com
Joseph W. Rogers, jrogers@ergconsulting.com
Victor M. Prep, vprep@ergconsulting.com
Legend Consulting Group

8055 East Tufts Ave., Suite 1250

Denver, CO 80237-2835
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(303) 843-0351 - office
(303) 843-0529 — fax

Errol Smith, (504) 284-8733, ersmith@btcpas.com
Bruno and Tervalon

4298 Elysian Fields Avenue

New Orleans, LA 70122

(504) 284-8296 — fax

ENTERGY NEW ORLEANS, LLC

Gary E. Huntley, 504-670-3680, ghuntle@entergy.com
Entergy New Orleans, Inc.

Vice-President, Regulatory Affairs

Polly S. Rosemond, 504-670-3567, prosemo@entergy.com
Derek Mills, 504-670-3527, dmills3@entergy.com

Keith Woods, kwood@entergy.com

Seth Cureington, 504-670-3602, scurein@entergy.com
1600 Perdido Street, L-MAG 505B

New Orleans, LA 70112

504-670-3615 fax

Tim Cragin (504) 576-6523 office, tcragin@entergy.com

Brian L. Guillot (504) 576-2603 office, bguilll@entergy.com

Alyssa Maurice-Anderson (504) 576-6523 office, amauric@entergy.com
Harry Barton (504) 576-2984 office, hbarton@entergy.com

Entergy Services, Inc.

Mail Unit L-ENT-26E

639 Loyola Avenue

New Orleans, LA 70113

(504) 576-5579 - fax

Joe Romano, 111 (504) 576-4764, jromanl@entergy.com
Suzanne Fontan (504) 576-7497, sfontan@entergy.com
Therese Perrault (504-576-6950), tperrau@entergy.com
Entergy Services, Inc.

Mail Unit L-ENT-4C

639 Loyola Avenue

New Orleans, LA 70113

(504)576-6029 — fax

350 LOUISIANA

Renate Heurich, 504-473-2740, 350louisiana@gmail.com
1407 Napoleon Ave., #C
New Orleans, LA, 70115

13


mailto:ersmith@btcpas.com
mailto:ghuntle@entergy.com
mailto:prosemo@entergy.com
mailto:dmills3@entergy.com
mailto:kwood@entergy.com
mailto:llovick@entergy.com
mailto:tcragin@entergy.com
mailto:bguill1@entergy.com
mailto:amauric@entergy.com
mailto:hbarton@entergy.com
mailto:jroman1@entergy.com
mailto:sfontan@entergy.com
mailto:tperrau@entergy.com
mailto:350louisiana@gmail.com

Andy Kowalczyk, a.kowalczyk350no@gmail.com
1115 Congress St.
New Orleans, LA 70117

ALLIANCE FOR AFFORDABLE ENERGY

Logan Atkinson Burke, logan@all4energy.org
Sophie Zaken, requlatory@all4energy.org
4505 S. Claiborne Ave.

New Orleans, LA. 70125

AIR PRODUCTS AND CHEMICALS, INC.

Katherine W. King, Katherine.king@keanmiller.ocm
Randy Young, randy.young@kean miller.com

400 Convention St. Suite 700

Baton Rouge, LA. 70802

Or

P.O. Box 3513

Baton Rouge, LA 70821-3513

Carrie R. Tournillon, carrie.tournillon@keanmiller.com
900 Poydras St., Suite 3600
New Orleans, LA 70112

Mark Zimmerman, zimmermr@airporducts.com
720 | Hamilton Blvd.

Allentown, PA. 18195-1501

610-481-1288

Maurice Brubaker, mbrubaker@consultbai.com
16690 Swigly Ridge Rd., Suite 140

Chesterfield, MO 63017

Or

P.O. Box 412000

Chesterfield, MO. 63141-2000

New Orleans, Louisiana, this 21st day of December, 2018.

J. A. “Jay” Beatmann, Jr.
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