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I. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

BACKGROUND AND INTRODUCTION 

PLEASE STATE YOUR NAME. 

My name is Hugh T. McDonald. 

ARE YOU THE SAME HUGH T. MCDONALD WHO PREVIOUSLY 

FILED TESTIMONY IN THIS DOCKET? 

Yes, I am. 

ON WHOSE BEHALF ARE YOU TESTIFYING? 

I am submitting this rehearing direct testimony to the Arkansas Public 

Service Commission ("APSC" or the "Commission") on behalf of 

Entergy Arkansas, Inc. ("EAi" or the "Company"). 

WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

The APSC granted EAi's petition for rehearing in this docket and 

allowed EAi to present new evidence related to the reaction of several 

security analysts and a rating agency to Order No. 21 (the "Order") as 

well as a report on Return on Equity ("ROE") decisions in other utility 

rate cases. My testimony will underscore the importance of granting 

the relief sought in EAi's petition for rehearing. The Company is at a 

crossroads. It needs financial stability to meet the challenges of 

operating independently of the Entergy System Agreement and the 

significant capital investment planned in the next few years. Now is 
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Q. 

A. 

not the time to test the Company's ability to meet these challenges if 

hindered by a sub-standard return on equity ("ROE"), a formula for 

calculating Allowance for Funds Used During Construction ("AFUDC") 

that does not fully recover financing costs, and disallowed costs that 

will prevent EAi from earning even the low allowed ROE. 

IS THE COMPANY SPONSORING OTHER WITNESSES? 

Yes. EAi witness David Hunt, in his rehearing direct testimony, 

presents reports from equity financial analysts and a rating agency in 

response to the order. In addition, he provides a comparison of the 

ROE determination in this case with other regulatory commission ROE 

determinations in calendar year 2013 and historically, which 

demonstrates that the 9.3 percent ROE allowed for EAi in this case 

was the second lowest ROE awarded to a vertically integrated electric 

utility in 2013, the lowest non-penalty ROE awarded to a vertically 

integrated electric utility in 2013, and among the lowest ROEs ever 

awarded to an investor-owned, vertically integrated electric utility. In 

addition, former utility analyst Ellen Lapson of Lapson Consulting 

explains how the significant disparity in EAi's allowed ROE and that of 

other peer utilities has created a reaction among security analysts and 

a rating agency that is negative to EAi and its customers. 
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II. 

Q. 

A. 

SUPPORT FOR RELIEF ON REHEARING 

WHY HAS EAi REQUESTED REHEARING OF THE ORDER? 

EAi has just completed a decade-long transition out of the System 

Agreement and into operation in the Midcontinent Independent System 

Operator, Inc. ("MISO") Regional Transmission Organization. As a 

result, for the first time since 1951, EAi is operating and transacting in 

power markets on its own behalf rather than under the System 

Agreement. 

In addition to operating within the new framework, the Company 

faces a number of other challenges in the near future. EAi must 

continue to make investments required to serve customers in its 

service territory. Plus, the industry is changing rapidly, and EAi plans 

to investment approximately $3.4 billion from 2012 through 20181 to 

meet evolving environmental standards, infrastructure needs in 

generation, transmission, and distribution, as well as, strategic 

initiatives like smart grid development and recruitment of energy 

intensive industries. Successfully addressing these initiatives will 

require the Commission's support, and the Order does just the 

opposite. 

1 Lewis Direct Testimony at 5 (March 1, 2013). 
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1 Q. WHY DO YOU SAY THAT? 

2 A. The reality facing EAi as a result of the Order is that a 9.3 percent 

3 allowed ROE will hinder the Company's ability to acquire capital and 

4 the cost of that capital will be higher. Further, the Order disallowed 

5 recovery of several categories of costs that do not go away because 

6 they are not reflected in rates, which will reduce the actual return of the 

7 Company even more. And finally, the cap on the AFUDC rate set in 

8 the Order will erode EAi's earnings even further as investments are 

9 completed and the cost of that investment, including AFUDC, is placed 

1 O into rates that do not fully reflect actual financing costs.2 

11 

12 Q. WHAT OTHER IMPACT WILL THE ORDER HAVE? 

13 A. It could negatively affect economic development in the state. EAi has 

14 a long history of active involvement in attracting industrial prospects to 

15 the communities it serves. EAi is heavily involved with the Arkansas 

16 Department of Economic Development and the Governor's office in 

17 major industrial retention and recruitment efforts. This is a benefit to 

18 the state because industrial growth brings more jobs and higher tax 

19 revenues, a benefit to the Company because growth produces higher 

20 revenues, and a benefit to customers because these higher revenues 

21 offset future rate increases. The effects of the Order impair EAi in 

2 See id. at 7. 
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1 playing a major role in attracting new industry if that requires incentives 

2 and significant capital investment to induce an industrial prospect to 

3 locate in Arkansas. 

4 

5 Q. WHY SHOULD THE COMMISSION GRANT EAi ANY RELIEF ON 

6 THE ISSUES IN ITS PETITION? 

7 A. There are at least two bases for the Commission to reconsider its 

8 decisions on issues in the Order that have come to light since it was 

9 issued. First, Ms. Lapson explains her view that the consensus 

10 reaction of financial analysts and a credit analysis firm is that the 

11 collective impact of the Order -- including the 9.3 percent allowed ROE, 

12 an AFUDC formula that does not fully compensate the Company for its 

13 financing costs, and other cost disallowances -- will inhibit the 

14 Company's ability to earn even this relatively low allowed ROE and will 

15 weaken the Company financially. As a result, as Ms. Lapson explains, 

16 the financial community will place a higher discount rate on Entergy 

17 Corporation's equity because of the perception of .greater regulatory 

18 risk for EAi, which will increase the company's cost of capital. In 

19 addition, Moody's Investors Service ("Moody's") recently completed a 

20 review of the securities ratings of U.S. utilities by upgrading the 

21 securities ratings of more than 90 percent of the utilities under 

22 consideration. While Moody's upgraded the large majority of utilities 

23 under consideration, including other Entergy Operating Companies, 
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1 Moody's did not upgrade EAi's securities ratings, citing the Order and 

2 continuing concern about regulatory lag.3 As Ms. Lapson explains, the 

3 effect is a downgrade in rating compared to most of the Company's 

4 peers, which raises the cost for EAi to borrow money. This raises 

5 customers' rates. 

6 Second, Ms. Lapson explains that not recognizing the effect of 

7 the Federal Reserve's monetary stimulus program and relying solely 

8 on a quantitative analysis in setting the Company's allowed ROE 

9 produced an unreasonable result that will hinder EAi's ability to secure 

10 long-term debt on favorable terms and make it more costly for equity 

11 investment in EAi. This raises customers' rates. 

12 The Commission's granting of the Company's rehearing petition 

13 provides the Commission an opportunity to review the new evidence 

14 that EAi is submitting and to reconsider and revise its positions. By 

15 doing so, the Commission would address those issues that create the 

16 regulatory lag and weak operating cash flow ratios cited by Moody's in 

17 explaining why it did not upgrade EAi's securities ratings and that 

18 caused utility analysts to report the negative impact of the Order on 

19 EAi's financial position, including: a 9.3 percent allowed ROE, an 

20 AFUDC rate that does not fully compensate for construction cost 

3 See Hunt Rehearing Direct Testimony, EAi Exhibit DEH-8 (March 14, 2014). 
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1 financing, and cost disallowances that hinder the Company's ability to 

2 earn even the low allowed ROE. 

3 The result of this rate case should be to position the Company 

4 to serve its customers in the post-System Agreement world and to 

5 support its communities in developing strong and vibrant economies. 

6 By granting the requested relief, the public interest will be served, and 

7 the Company will be spared the prospect of financial instability at this 

8 critical time. 

9 

10 Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

11 A Yes. 
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I. INTRODUCTION 

2 Q. PLEASE STATE YOUR NAME. 

3 A. My name is David E. Hunt. 

4 

5 Q_ ON WHOSE BEHALF ARE YOU TESTIFYING? 

6 A. I am testifying on behalf of Entergy Arkansas, Inc. ("EAi or the 

7 "Company"). 

8 

9 Q. ARE YOU THE SAME DAVID E. HUNT WHO ADOPTED THE DIRECT 

10 TESTIMONY OF PHILLIP B. GILLAM FILED IN THIS DOCKET ON 

11 MARCH 1, 2013, AND WHO FILED REBUTIAL TESTIMONY ON 

12 AUGUST 26, 2013, AND SUR-SURREBUTIAL TESTIMONY ON 

13 SEPTEMBER 23, 2013? 

14 A. Yes, but my position and job responsibilities have changed. 

15 

16 Q. WHAT CHANGES TO YOUR POSITION AND JOB RESPONSIBILITIES 

17 HAVE OCCURRED SINCE YOU FILED SUR-SURREBUTIAL 

18 TESTIMONY? 

19 A. Effective January 19, 2014, my new position is Director, Regulatory Filings 

20 for Entergy Services, Inc. ("ES1")_1 The Regulatory Filings Department is 

1 ESI is a subsidiary of Entergy Corporation that provides technical and administrative services to 
all the Entergy Operating Companies, which include EAi; Entergy Gulf States Louisiana, L.L.C. 
("EGSL"); Entergy Louisiana, LLC ("ELL"); Entergy Mississippi, Inc. ("EMI"); Entergy New 
Orleans, Inc. ("ENOI"); and Entergy Texas, Inc. ("ETI"). 
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Q. 

A 

Q. 

A 

responsible for the development, analysis, presentation, and support of 

regulatory accounting data, revenue requirements, cost-of-service studies, 

rate design data, and related regulatory filings for the Entergy Operating 

Companies. 

ON WHOSE BEHALF ARE YOU TESTIFYING? 

I am submitting this rehearing direct testimony to the Arkansas Public 

Service Commission ("APSC" or the "Commission") on behalf of Entergy 

Arkansas, Inc. ("EAi" or the "Company"). 

WHAT IS THE PURPOSE OF YOUR REHEARING DIRECT 

TESTIMONY? 

The purpose of my rehearing direct testimony is to submit, explain, and 

discuss certain additional evidence identified by EAi in support of its 

Petition for Rehearing and Clarification filed on January 29, 2014, its 

Supplement to Petition for Rehearing and Clarification filed on February 3, 

2014, and its Reply to Responses to the Petition for Rehearing and 

Clarification filed on February 14, 2014, as addressed by Amended Order 

No. 25 issued February 26, 2014. EAi witness Hugh T. McDonald 

provides a summary of the Company's rehearing direct testimony and EAi 

witness Ellen Lapson provides analysis and comment with respect to the 

new evidence being submitted. 
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II. 

Q. 

A. 

Q. 

A. 

EQUITY FINANCIAL ANALYST AND RATING AGENCY DOCUMENTS 

AFTER THE APSC ISSUED ORDER NO. 21 IN THIS CASE (THE 

"ORDER"), DID SEVERAL EQUITY FINANCIAL ANALYSTS ISSUE 

REPORTS EVALUATING THE DECISION? 

Yes. Several utility equity analysts made specific reference to the Order in 

reports, including Credit Suisse Securities Research & Analytics ("Credit 

Suisse"), UBS, Deutsche Bank ("DB") Markets Research, and 

International Strategy & Investment Group LLC ("ISi"). These well-

recognized equity analyst reports are attached to my testimony as EAi 

Exhibit DEH-4 for the Credit Suisse report, EAi Exhibit DEH-5 for the UBS 

report, EAi Exhibit DEH-6 for the DB report, and EAi Exhibit DEH-7 for the 

ISi report. All four reports are available on a subscription-only basis and, 

as such, are provided in their entirety as confidential documents pursuant 

to the conditions of Interim Protective Order No. 2 in this docket. 

WAS THE ORDER A FACTOR IN ANY ACTIONS BY CREDIT RATING 

AGENCIES? 

Yes. In November 2013, Moody's Investors Service ("Moody's") 

announced that it was reviewing a number of U.S. utilities for possible 

upgrade. Moody's released the results of its review in a series of reports 

in late January 2014, including a report focused on several Entergy 

Corporation subsidiaries, including EAi, which was released on 
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Ill. 

Q. 

A. 

Q. 

A. 

January 31, 2014.2 Moody's upgraded credit ratings for EGSL, ELL, EMI, 

and ETI but maintained the ratings for EAi. The Moody's report is 

attached to my testimony as EAi Exhibit DEH-8. 

ELECTRIC UTILITY ROE ANALYSIS 

THE ANALYST REPORTS AND MOODY'S RATINGS REPORT 

CHARACTERIZE THE 9.3 PERCENT ROE AS DISAPPOINTING OR 

NEGATIVE. ACCORDING TO REGULATORY RESEARCH 

ASSOCIATES, HOW DOES A 9.3 PERCENT ROE COMPARE TO 

OTHER SIMILAR UTILITIES? 

A 9.3 percent ROE compares unfavorably, according to the Major Rate 

Case Decisions - Calendar 2013 report published by Regulatory 

Research Associates ("RRA") on January 15, 2014, attached as EAi 

Exhibit DEH-9. As with the equity analyst reports and the Moody's report, 

Amended Order No. 25 authorized the Company to introduce this 

document into evidence. 

CAN YOU BRIEFLY DESCRIBE THIS REPORT? 

Yes. The Major Rate Case Decisions - Calendar 2013 report was 

prepared by RRA after the end of 2013 to summarize the results of the 

year's electric and gas rate case decisions. RRA updates this report on a 

2 Standard & Poor's is the other firm that issues credit ratings for Entergy Corporation and its 
affiliates. It has not issued any reports since the Order was issued. 
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Q. 

A. 

quarterly basis throughout the year.3 The report includes several facts 

from retail regulatory decisions in 2013, including overall rate of return on 

rate base, allowed return on equity, common equity as a percent of the 

utility's total capital structure, test year, rate base valuation method, and 

dollar amount of approved rate increase or decrease. ARA also provides 

significant information on a decision in footnotes to the report. For 

example, footnote D indicates that a decision was for electric delivery 

service only as compared to a decision for a vertically integrated utility 

such as EAi. The report also contains historical annual and/or quarterly 

rate of return and allowed ROE results since 1990. Access to ARA 

reports and the ARA database is provided on a subscription-only basis, 

and as such, the Major Rate Case Decisions - Calendar 2013 report is 

being provided pursuant to the conditions of Interim Protective Order No. 2 

in this docket. 

WHAT IS THE AVERAGE ALLOWED ROE FROM REGULATORY 

PROCEEDINGS INVOLVING ELECTRIC UTILITIES IN 2013? 

As tracked by ARA and stated in this report, the average ROE for electric 

utilities based on 2013 regulatory decisions was 10.02 percent. This 

average is based on 48 regulatory decisions in which an ROE was 

3 The ARA Major Rate Cases report updated through the third quarter of 2013 was received by 
the APSC as a proffer during the evidentiary hearing and marked as EAi Proffered Exhibit 1. See 
Hearing Transcript at 619. It was discussed in camera during the oral examination of EAi witness 
Samuel C. Hadaway. See Hearing Transcript at 620-627. 
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identified. Figure 1 below depicts these allowed ROEs from highest to 

2 lowest, the average, and the ROE determination for EAi in this case. 

3 Figure 1 
4 2013 Allowed ROEs For All Electric Utilities 
5 

6 

7 

8 

9 

10 

11 

12 
13 

12.5%T ! ............................................. - .................................................. _ ..... ,_ .................................................................................................................................................................................................................................................................... . 

I 

11.0% , ... 

: 

10.5% ..,.~ ........................ _______ ,_ ..... __ ...... ______________ . __ 

RRAAverqe 10.02% 
10.0% ~ ................ lo6-I ................... _______________ .... 

8.5% 

Q. 

A 

ARE THERE MATERIAL DIFFERENCES IN ALLOWED ROE BY 

QUARTER THROUGHOUT THE YEAR? 

Although there was some variance between quarters, there was not an 

identifiable trend up or down throughout 2013. The quarterly results for 

2013 are shown on Table 1. 
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Table 1 
Allowed ROEs By Quarter in 20134 

Quarter Average Allowed ROE 
1 ::>I 10.24% 
2ND 9.84% 
3RD 10.06% 
4TH 9-89% 

5 Q. IS THE 10.02 PERCENT AVERAGE ALLOWED ROE FOR ALL 

6 ELECTRIC UTILITIES IN 2013 THE BEST COMPARISON FOR EAl'S 

7 ALLOWED ROE? 

8 A. No_ The 2013 ARA results reflect a variety of regulatory decisions, 

9 including ROEs for specific generating facilities and ROEs for utilities that 

10 only provide transmission or distribution service. These utilities are 

11 identified by the footnotes mentioned earlier.5 By excluding these results, 

12 the remaining decisions are for vertically integrated electric utilities, 

13 including EAi. 

14 

15 

4 See EAi Exhibit DEH-9 at 3, which includes in its entirety the RRA Major Rate Case Decisions -
Calendar 2013 report. 
5 fd. at 8-9. Footnotes D, 1, 2, 3, 5, 6, 7, 9, 14, 16, and 22 contain information that indicates an 
ROE result for something other than a vertically integrated electric utility. The February 22, 2013 
decision for Baltimore Gas and Electric in Maryland does not have a footnote but that regulatory 
jurisdiction has deregulated generation, and the decision is for distribution only. See the footnote 
for the Maryland decision for Baltimore Gas & Electric on December 13, 2013, that used a 
different test year. 
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Q. 

A 

Q. 

A 

WHY IS IT MORE APPROPRIATE TO COMPARE EAi TO VERTICALLY 

INTEGRATED ELECTRIC UTILITIES? 

As RRA notes " ... certain states unbundled electric rates and implemented 

retail competition for generation,"6 which only allows the regulators in 

those states to have jurisdiction over the transmission and/or distribution 

service rates. A vertically integrated utility, wi.th its additional responsibility 

for providing generation service, has a higher risk profile than a service 

provider with only transmission or distribution functions due to numerous 

factors including environmental compliance costs and other long-term 

generation planning requirements. 

WHAT ARE THE RESULTS ONCE YOU NARROW THE FOCUS TO 

VERTICALLY INTEGRATED ELECTRIC UTILITIES? 

Of the 48 total ROE observations, 30 are for vertically integrated utilities. 

The average allowed ROE drops slightly to 9.93 percent from 10.02 

percent. Using the same format as Figure 1, the 30 results, new average, 

and EAi's ROE set in the Order are presented in Figure 2. 

6 Id. at 2. 
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Figure 2 
2013 Allowed ROEs For Verticallv Integrated Electric Utilities ........................................................................................................................................................................ 1. ............................ ······························································································································ ··········· .. . 

' 
10.50% 1. ~-----------------~--·--------------------

I 

10.00% +•---..._.,m-t._.._. _____ _..__._..__~~~-----R-RA_IW_wage_.::;__9_.93_% __ _ 

9.50% ! 
EAi 

i 
9.00% I 

--- ·-------··-

5 Q. OTHER THAN EAl'S ALLOWED ROE RESULT, ARE OTHER ENTERGY 

6 OPERATING COMPANY RESULTS INCLUDED IN THE ARA REPORT? 

7 A No other Entergy Operating Company allowed ROE is included in the 

a ARA allowed ROE calculations or in Figures 1 or 2 above. EGSL and ELL 

9 are both listed on the ARA report as having December 2013 decisions, but 

1 o no allowed ROE or other information is provided in the summary table of 

11 the report.7 Footnotes 20 and 21 of the ARA report explain that both 

12 companies received approval under settlements to operate under a 

7 Id. at 6. 
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Q. 

A. 

Q. 

A. 

formula rate plan ("FRP") with a benchmark ROE of 9.95 percent in 

December 2013.8 

DO THE MOODY'S AND EQUITY ANALYSTS' REPORTS REFERENCE 

THE FRPS OR OTHER COST RECOVERY MECHANISMS IN PLACE AT 

OTHER ENTERGY OPERATING COMPANIES? 

Yes. The Moody's report discusses the FRPs in place for EGSL, ELL, and 

EMI and notes that ETI operates in a regulatory jurisdiction where 

transmission and distribution investment surcharges may be used.9 Credit 

Suisse also noted an investment preference for utilities with " ... supportive 

regulation (ideally with formula rate plans)."10 

WHAT ARE THE ROES FOR THE ENTERGY OPERATING COMPANIES 

NOTED IN THESE REPORTS? 

The currently allowed ROEs for the Entergy Operating Companies 

discussed above are summarized in Figure 3. 

8 Id. at 9. 
9 See EAi Exhibit DEH-8 at 1-2. 
10 See EAi Exhibit DEH-4 at 1. 
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Figure 3 
Currently Allowed ROEs For Entergy Operating Companies11 

10.80% 

9.80% 

9.5% _9_.30_% __ 

9.0% 

8.5% 
EGSL ELL EMI ETI 

6 Q. IN EAl'S REHEARING PETITION, THE 9.3 PERCENT ALLOWED ROE 

7 IS IDENTIFIED AS THE "LOWEST NON-PENAL TY ROE AWARDED TO 

a A VERTICALLY-INTEGRATED ELECTRIC UTILITY IN 2013."12 PLEASE 

9 EXPLAIN THIS STATEMENT. 

10 A. As reflected in Figure 2 above, there is one ROE result that was lower 

11 than EAi's 9.3 percent in 2013. This ROE result was based on a May 

12 2013 decision involving Maui Electric Company, Limited ("MECO"} before 

13 the Public Utilities Commission of the State of Hawaii ("Hawaii PUC"}. In 

11 ETl's allowed ROE was granted in Public Utility Commission of Texas Docket No. D-39896, 
Order at 6 (September 14, 2012). ETI has appealed the ROE decision from that order. EMl's 
ROE noted by Credit Suisse was 10.59 percent, which reflects a rate adjustment limit in EM l's 
FRP. The 10.80 percent ROE is the allowed ROE used in EMl's FRP filing. For EMl's result, see 
Entergy's 41

h Quarter 2013 Earnings Teleconference presentation at 20 (February 11, 2014). The 
wesentation is available at http://investor.shareholder.com/entergy/events.cfm. 
2 EAi Petition for Rehearing and Clarification at 10 (January 29, 2014). 
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that proceeding, the Hawaii PUC modified a settlement agreement 

2 between MEGO and other parties that used a negotiated ROE of 1 O 

3 percent. In modifying the settlement agreement, the Hawaii PUC 

4 concluded, "Thus, a 9.50% ROE would have been acceptable but for 

5 MECO's inability to address certain apparent system inefficiencies, which 

6 are discussed in the section below."13 The Hawaii PUC further explained: 

7 The commission finds it appropriate to adjust the Parties' 
8 stipulated ROE another 50 basis points downward in light of 
9 apparent system inefficiencies which negatively impact 

10 MECO's customers. For example, MEGO appears unable to 
11 properly address known renewable energy curtailment 
12 issues .... MECO appears to have failed to adequately and 
13 sufficiently plan for and implement the necessary 
14 modifications to its existing operations to accept a more 
15 appropriate level of the wind energy generation made 
16 available to MEGO, negatively impacting ratepayers through 
17 higher electricity rates. Additionally, among other matters, 
18 MEGO appears unable to control operational costs such as 
19 pension costs which are discussed above.14 

20 Absent the 50 basis point (0.5 percent) penalty assessed by the 

21 Hawaii PUC, MECO's allowed ROE would have been 9.5 percent leaving 

22 EAi's 9.3 percent allowed ROE as the lowest allowed ROE for a vertically 

23 integrated electric utility in 2013. 

24 
25 

13 Hawaii PUC, Docket No. 2011-0092, Decision and Order No. 31288 at 107 (May 31, 2013). 
14 Id. at 107-110. 
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Q. EAl'S REHEARING PETITION ALSO STATED THAT THE 9.3 PERCENT 

ROE "IS THE SECOND LOWEST NON-PENAL TY ROE GRANTED TO A 

3 VERTICALLY INTEGRATED ELECTRIC UTILITY IN RECENT 

4 DECADES."15 WHAT IS THE BASIS FOR THIS STATEMENT? 

5 A. Along with issuing annual rate case reports discussed previously, RRA 

6 maintains a database of regulatory decisions that extends back to 1980. 

7 This database contains the summary information for approximately 1,700 

8 electric utility rate cases, including over 1,400 where an allowed ROE is 

9 identified. Of the 1,400 cases where an allowed ROE was identified, there 

1 o are only 13 decisions that have an ROE of 9.3 percent or lower. Of those 

11 13 decisions, only three cases involve vertically integrated utilities, and all 

12 three decisions were rendered in 2012 or 2013. The three utilities and 

13 jurisdictions involved are MEGO in Hawaii, EAi in Arkansas, and Northern 

14 States Power ("NSP") in South Dakota. 

15 

16 Q. YOU HAVE ALREADY DISCUSSED THE MECO DECISION. PLEASE 

17 PROVIDE SOME DETAILS OF THE NSP CASE IN SOUTH DAKOTA. 

18 A NSP received the lowest non-penalty, allowed ROE awarded to a 

19 vertically integrated utility since 1980 as tracked by RRA. In June 2012, 

20 the South Dakota Public Utilities Commission ("South Dakota PUC") 

21 approved an NSP rate increase that included an allowed ROE of 9.25 

15 EAi Petition for Rehearing and Clarification at 8-9 (January 29, 2014). 
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Q. 

A. 

percent. 16 In contrast to MEGO, the order did not reference any specific 

issues with NSP's operations that influenced the ROE decision. 

WHAT HAPPENED AFTER THE SOUTH DAKOTA PUG'S DECISION? 

NSP filed a new rate case in South Dakota shortly after the 2012 decision. 

Much like EAi, NSP planned to make significant capital expenditures and 

needed a supportive ROE. In its filing, NSP explained its need for an 

appropriate ROE in direct testimony: 

Q. IS THE LEVEL OF ROE ESPECIALLY IMPORTANT 
IN LIGHT OF THE COMPANY'S PLAN FOR 
FUTURE INVESTMENTS? 

A. Yes. An appropriate ROE and a supportive state 
regulatory framework are key contributors to our 
ability to raise significant capital at reasonable rates. 
Our plan of investment in generation, transmission 
and distribution will result in approximately $5.9 billion 
of expenditures between 2012 and 2016. We will 
need to turn to the capital markets to support the level 
of investment that is needed. 

Given this magnitude of investment, we have a 
common interest with our regulators and customers in 
having the Commission set an appropriate ROE and 
allowing us a reasonable opportunity to earn that 
ROE. Absent these conditions, the cost of capital for 
the investments we need to make to serve our 
customers would be higher than otherwise necessary, 
increasing the rate impact on our customers.17 

16 South Dakota PUC, Docket No. EL 11-019, South Dakota PUC Transcript of Proceedings at 10 
- 11 (June 19, 2012); Final Decision and Order; Notice of Entry at 2 (July 2, 2012). 
17 South Dakota PUC Docket No. EL12-046, Direct Testimony of Laura McCarten at 15 (June 29, 
2012). 
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Q. WHAT WAS THE RESULT OF NSP'S SUBSEQUENT RATE CASE? 

A On April, 18, 2013, the South Dakota PUC approved a settlement between 

NSP and the South Dakota PUC Staff for a rate increase that did not have 

a specified allowed ROE. 18 There was an agreed upon rate of return on 

rate base of 7.78 percent but other elements - debt ratio, equity ratio, debt 

rate, return on equity - were not specified. Based on this result, customer 

rates reflecting the 9.25 percent ROE decision have been superseded and 

are no longer in effect. 

Q. DOES THIS CONCLUDE YOUR REHEARING DIRECT TESTIMONY? 

A Yes. 

18 See EAi Exhibit DEH-9 at 5. 
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This report has been prepared by UBS Securities LLC. ANALYST CERTIFICATION AND REQUIRED DISCLOSURES BEGIN ON 
PAGE 10. UBS does and seeks to do business with companies covered in its research reports. As a result, investors should be 
aware that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should consider this 
report as only a si 
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Entergy's awarded 9.3% ROE by AR PSC 

We read the decision negatively vs. our expedations. Vs. the 9.8% 
normalized ROE posted in 2012, we see the potential for a revenue reduction, or 
more importantly a relatively flat net income profile. 
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Global Disclaimer 
This document has been prepared by UBS Securities LLC, an affiliate of UBS AG. UBS AG, its subsidiaries, branches and affiliates are referred to herein as UBS. 

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it 
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either express or 
1mplred, 1s provided in relation to the accuracy, completeness or reliability of the information contained in this document ('the Information'), except with respect to 
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the 
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or 
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's 
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation 
have not been reviewed by the third party. 

Nothing 1n this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor's individual 
circumstances or othervvise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in 
making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of 
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed 
securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of 
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or 
other enquiries, clrents should contact their local sales representative. 

The value of any investment or income may go down as well as up, and investors may not get back the full amount invested. Past performance is not necessarily a guide 
to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising out of the 
use of all or any of the Information. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no 
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or 
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management. The analysis contained in this document is 
based on numerous assumptions. Different assumptions could result in materially different results. The analyst(s) responsible for the preparation of this document may 
interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, applying and interpreting market information. UBS relies on 
information barriers to control the flow of information contained in one or more areas within UBS into other areas, units, groups or affiliates of UBS. The compensation 
of the analyst who prepared this document is determined exclusively by research management and senior management (not including investment banking). Analyst 
compensation is not based on investment banking revenues; however, compensation may relate to the revenues of UBS Investment Bank as a whole, of which 
investment banking, sales and trading are a part. 

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity 
provider is earned out 1n accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in 
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in 
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued 
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or 
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions 
expressed in this document. 
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United Kingdom and the rest of Europe: Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties 
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority. France: Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France SA UBS Securities France SA is regulated by the ACP (Autorite 
de Contr61e Prudentiel) and the Autorite des Marches Financiers (AMF). Where an analyst of UBS Securities France SA has contributed to this document, the document 
is also deemed to have been prepared by UBS Securities France SA Germany: Prepared by UBS Limited and distributed by UBS Limited and UBS Deutsch land AG. UBS 
Deutschland AG is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin). Spain: Prepared by UBS Limited and distributed by UBS Limited and UBS 
Securities Espana SV, SA UBS Securities Espana SV, SA is regulated by the Comisi6n Nacional del Mercado de Valores (CNMV). Turkey: Distributed by UBS Limited. No 
information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and services in the Republic of 
Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not licensed by the Turkish 
Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering material related to the 
1nstruments/seNices may be utilized in connection with providing any capital market seNices to persons within the Republic of Turkey without the prior approval of the 
Capital Market Board. However. according to article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of the securities abroad by residents of 
the Republic of Turkey. Poland: Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce. Russia: Prepared and distributed by UBS 
Securities CJSC. Switzerland: Distributed by UBS AG to persons who are institutional investors only. Italy: Prepared by UBS Limited and distributed by UBS Limited 
and UBS Italia Sim S.p.A. UBS Italia Sim S pA is regulated by the Bank of Italy and by the Commissione Nazionale per le Societ~ e la Borsa (CONSOB). Where an analyst 
of UBS Italia Sim S.pA has contributed to this document, the document is also deemed to have been prepared by UBS Italia Sim S.p.A. South Africa: Distributed by 
UBS South Africa (Pty) Limited, an authorised user of the JSE and an authorised Financial SeNices Provider. Israel: This material is distributed by UBS Limited. UBS 
Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. UBS Securities 
Israel Ltd is a licensed Investment Marketer that is supeNised by the Israel Securities Authority (ISA). UBS Limited and its affiliates incorporated outside Israel are not 
licensed under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Qualified Investors within the meaning of the 
Israeli Advisory Law, and this material must not be relied on or acted upon by any other persons. Saudi Arabia: This document has been issued by UBS AG (and/or 
any of its subsidiaries, branches or affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at Aeschenvorstadt 1, CH-4051 
Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi closed joint stock company 
incorporated in the Kingdom of Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers, P.O. Box 75724, Riyadh 
11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital Market Authority to conduct securities business under license number 
08113-37. United States: Distributed to US persons by either UBS Securities LLC or by UBS Financial SeNices Inc., subsidiaries of UBS AG; or by a group, subsidiary or 
affiliate of UBS AG that is not registered as a US broker-dealer (a 'non-US affiliate' ) to major US institutional investors only. UBS Securities LLC or UBS Financial 
SeNices Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persons by UBS Securities LLC or UBS 
Financial SeNices Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities LLC or UBS Financial SeNices 
Inc., and not through a non-US affiliate. Canada: Distributed by UBS Securities Canada Inc., a registered investment dealer in Canada and a Member-Canadian 
Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt from registration. Hong Kong: 
Distributed by UBS Securities Asia Limited. Singapore: Distributed by UBS Securities Pte. Ltd. [mica (p) 107/0912013 and Co. Reg. No.: 198500648C] or UBS AG. 
Singapore Branch. Please contact UBS Securities Pte. Ltd .. an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 11 O); or UBS AG, Singapore 
Branch, an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 11 O) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) 
regulated by the Monetary Authority of Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The recipients of this 
document represent and warrant that they are accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289). Japan: Distributed by UBS 
Securities Japan Co., Ltd. to institutional investors only. Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities Japan Co .. Ltd. is the 
author. publisher and distributor of the document. Australia: Distributed by UBS AG (Holder of Australian Financial SeNices License No. 231087) and/or UBS Securities 
Australia Ltd (Holder of Australian Financial SeNices License No. 231098). The Information in this document has been prepared without taking into account any 
investor's objectives, financial situation or needs, and investors should, before acting on the Information, consider the appropriateness of the Information, having regard 
to their objectives. financial situation and needs. If the Information contained in this document relates to the acquisition, or potential acquisition of a particular financial 
product by a 'Retail' client as defined by section 761G of the Corporations Act 2001 where a Product Disclosure Statement would be required, the retail client should 
obtain and consider the Product Disclosure Statement relating to the product before making any decision about whether to acquire the product. New Zealand: 
D1Stributed by UBS New Zealand Ltd. The information and recommendations in this publication are provided for general information purposes only. To the extent that 
any such information or recommendations constitute financial advice, they do not take into account any person's particular financial situation or goals. We recommend 
that recipients seek advice specific to their circumstances from their financial advisor. Dubai: The research distributed by UBS AG Dubai Branch is intended for 
Professional Clients only and is not for further distribution within the United Arab Emirates. Korea: Distributed in Korea by UBS Securities Pte. Ltd., Seoul Branch. This 
document may have been edited or contributed to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch. Malaysia: This material is authorized to be 
distributed 1n Malaysia by UBS Securities Malaysia Sdn. Bhd (253825-x). India: Prepared by UBS Securities India Private Ltd. 2/F, 2 North Avenue, Maker Maxity, Bandra 
Kurla Complex. Bandra (East). Mumbai (India) 400051. Phone: +912261556000 SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O 
Segment) INF230951431, BSE (Capital Market Segment) INB010951437. 

The disclosures contained in research documents produced by UBS Limited shall be governed by and construed in accordance with English law. 

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the 
actions of third parties in this respect. Images may depict objects or elements that are protected by third party copyright, trademarks and other intellectual property 
rights.© UBS 2014. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. 
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Deutsche Bank Securities Inc. 

IZI Date 
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Industry Update 

Deutsche Bank does and seeks to do business with companies covered in its research reports. Thus, investors should 
be aware that the firm may have a conflict of interest that could affect the objectivity of this report. Investors should 
consider this report as only a single factor in making their investment decision. DISCLOSURES AND ANALYST 
CERTIFICATIONS ARE LOCATED IN APPENDIX 1. MICA(P) 054/04/2013. 
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Entergy Corp. (ETR) - Final order in AR rate case 

-==-==~===~11.111~·1.llw!'e vi!!'th~ 
negatively for ETR, particularly since the commission has recommended additional cost 
disallowances versus Staff's recommendation and a lower ROE. In the order, the PSC 
has directed Staff to file an updated revenue deficiency as compared to Staff's most 
recent $11 OM recommendation based on an ROE of 9.3% vs. the 9.6% ROE 
recommended by Staff and cost disallowances totaling about $15M related to incentive 
compensation. 
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Global Disclaimer 
The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively •Deutsche Bank·). The information herein is believed to be reliable and has been obtained from public 
sources believed to be reliable. Deutsche Bank makes no representation as to the accuracy or completeness of such information. 

Deutsche Bank may engage in securities transactions, on a proprietary basis or otherwise, in a manner inconsistent with the view taken in this research report. ln addition, others within Deutsche Bank, including 
strategists and sales staff, may take a view that is inconsistent with that taken in this research report. 

Opinions, estimates and projections in this report constitute the current judgement of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change 
without notice. Deutsche Bank has no obligation to update, modify or amend thia report or to otherwise notify a recipient thereof in the event that any opinion, forecast or estimate set forth herein, changes or 
subsequently becomes inaccurate. Prices and availability of financial instruments are subject to change without notice. This report is provided for informational purposes only. It is not an offer or a solicitation of an 
offer to buy or sell any financial instruments or to participate in any particu~r trading strategy. Target prices are inherently imprecise and a product of the analyst judgement. 

As a result of Deutsche Bank's March 2010 acquisition of BHF·Bank AG, a security may be covered by more than one analyst within the Deutsche Bank group. Each of these analysts may use differing methodologies 
to value the security; as a result, the recommendations may differ and the price targets and estimates of each may vary widely. 

In August 2009. Deutsche Bank instituted a new policy whereby analysts may choose not to set or maintain a target price of certain issuers under coverage with a Hold rating. In particular, this will typically occur for 
"Hold" rated stocks having a market cap smaller than most other companies in its sector or region. We believe that such policy will allow us to make best use of our resources. Please visit our website at 
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Moonvs 
INVESTORS SERVICE 

Rating Action: Moody's upgrades certain Entergy subsidiaries, outlooks stable 

Global Credit Research. 31Jan2014 

Approximately $11 Billion of Debt Securities Upgraded 

New York, January 31, 2014 -- Moody's Investors Service upgraded the long-term ratings of Entergy Gulf States 
Louisiana, LLC (Issuer Rating to Baa1 from Baa2, Senior Secured to A2 from A3, Preferred Stock to Baa3 from 
Ba1 ); Entergy Louisiana, LLC (Issuer Rating and Senior Unsecured to Baa1 from Baa2, Senior Secured to A2 
from A3, Preferred Stock to Baa3 from Ba1 ); Entergy Mississippi, Inc. (Issuer Rating to Baa2 from Baa3, Senior 
Secured to A3 from Baa1, Preferred Stock to Ba1 from Ba2); and Entergy Texas, Inc. (Issuer Rating to Baa3 from 
Ba1, Senior Secured to Baa1 from Baa2, and Senior Secured Shelf to (P)Baa1 from (P)Baa2). 

Moody's also confirmed the rating of Entergy Arkansas, Inc. This rating action concludes the review of these 
companies' ratings Moody's initiated on November 8, 2013. The rating outlooks of Entergy Corporation and all of 
its subsidiaries are stable. 

RATINGS RATIONALE 

Moody's had placed the ratings on review for upgrade in response to Moody's more favorable view of the relative 
credit supportiveness of the US regulatory environment, as detailed in the September 2013 Request for Comment 
titled "Proposed Refinements to the Regulated Utilities Rating Methodology and our Evolving View of US Utility 
Regulation." Among the critical factors supporting this view include better cost recovery provisions, reduced 
regulatory lag, and generally fair and open relationships between utilities and regulators. The US utility sector's low 
number of defaults, high recovery rates, and generally strong financial metrics from a global perspective provide 
additional corroboration for these upgrades. 

Entergy Gulf States Louisiana (EGSL) is regulated by the Louisiana Public Service Commission (LPSC), which 
has provided a relatively stable and credit supportive regulatory environment. Like other major utilities in the state, 
EGSL operates with earnings-sharing mechanisms and Formula Rate Plan (FRP). Moody's generally views FRPs 
as a credit positive, since they reduce regulatory lag and provide transparency on cost recoveries. EGSL has 
been operating under an FRP established in 2009 with an ROE mid-point of 10.65% and a+/- 75 basis point 
bandwidth. Earnings outside the bandwidth are allocated 60% to customers and 40% to the company. The 
company has recently over-earned under the FRP. LTM third-quarter 2013 metrics further justify the rationale, with 
Cash Flow Interest Coverage of 6.9x and CFO pre-WC to debt of 29%. 

Entergy Louisiana (EL) is also regulated by the LPSC and benefits from a similar earnings-sharing mechanism and 
FRP structure. El's FRP through 2012 incorporated a ROE mid-point of 10.25% and a+/- 80 basis point 
bandwidth, which included a recovery mechanism for LPSC-approved capacity additions. Similar to EGSL's FRP, 
earnings outside El's bandwidth are allocated 60% to customers and 40% to the company. In December 2013, the 
LPSC and EL filed a settlement for its pending rate case, under which El's base rates were to remain unchanged 
and the company was allowed to operate under a FRP through the 2016 test-year. The updated FRP incorporated 
a ROE of 9.95% and +/- 80 basis point bandwidth. In addition, the settlement included several riders outside of the 
FRP formula, including a capacity rider and the ability to recover costs associated with El's MISO integration. EL 
is also permitted to implement a $10 million base rate increase in December 2014. Certain other costs, including 
MISO related costs, capacity and purchase costs, environmental-related costs, efficiency-related costs, storm 
costs, and certain depreciation and decommissioning costs would be recover outside of the FRP mechanism. 
L TM third-quarter 2013 metrics further justify the rationale, with Cash Flow Interest Coverage of 5.5x and CFO 
pre-WC to debt of 20%. 

Mississippi has traditionally fostered a fairly supportive regulatory environment for investor owned utilities. Entergy 
Mississippi (EM) has benefited from an ability to recover fuel costs in rates on a timely basis by filing for small but 
relatively frequent adjustments in rates. The company operates under a FRP that was modified in March 2010 to 
align it more with FRPs of other utilities in Mississippi. The modification replaced the old revenue change limit (2% 
with a $14.5 million cap) with a 4% limit (no dollar cap), with any adjustment over 2% requiring a hearing. These 
changes were slightly positive from a credit standpoint. In August 2013, the MPSC approved $22.3 rate increase, 
which would reset EM's ROE to 10.59%, which compares to an 8.96% earned ROE for 2012, with the increase 
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effective as of September 2013. LTM third-quarter 2013 metrics further justify the rationale, with Cash Flow 
Interest Coverage of 4.6x and CFO pre-WC to debt of 19%. 

Moody's generally views the regulatory climate in Texas as credit positive for transmission and distribution utilities 
operating within ERCOT but somehow challenging for vertically integrated utilities operating outside of ERCOT. 
The PUC generally has not permitted the utilities to include construction work in progress (CWIP) in rate base, 
with the exception of certain environmental compliance costs. However, the companies are permitted to adjust 
rates through surcharge mechanisms to reflect certain types of new transmission and distribution investment, fuel 
and purchased power costs are recovered through a separate fuel factor, the level of which is established in base 
rate cases. 

On September 2013, ET filed a rate case with the PUCT requesting a $38.6 million base rate increase, reflecting a 
10.4% ROE based on a test year ending March 31, 2013. ET also sought to implement several riders, including a 
rough production cost equalization adjustment rider (Rider RPCEA), a rate case expense rider (Rider RCE), 
deferred tax accounting rider (Rider DT A), and a transmission cost recovery rider (Rider TCRF). On January 17, 
the PUCT's staff filed testimony regarding the pending case recommending that the PUCT approve a $3.4 million 
base rate increase based on 9.2% ROE, the settlement decision is expected by March 5, after rebuttal testimony, 
hearing, and briefs. The resolution of this case will be an important indicator of the trend in long-term credit 
supportiveness of Texas's regulatory environment. Despite being on a quarterly basis, LTM third-quarter 2013 
metrics were stronger than initially projected, with Cash Flow Interest Coverage of 5.4x and CFO pre-WC to debt 
of 25%. Fiscal year end 2012 metrics were 4.5x Cash Flow Interest Coverage and 20% CFO pre-WC to debt. 

Moody's confirmed the ratings of Entergy Arkansas based on the less than favorable rate case outcomes in May 
2010 and December 2013. Arkansas operates under traditional rate of return regulation rather than the more credit 
supportive formula rate plans in place in Louisiana and Mississippi, where Entergy's other large subsidiaries 
operate. The rate of return regulation contributes to regulatory lag at Entergy Arkansas (EA). Under Arkansas 
regulation, the test year is either fully historical or 6 months historical and 6 months projected. However, there are 
fuel and certain other riders that help offset some aspects of the lag. 

Historically, EA has experienced a relatively challenging regulatory environment. In March 2013, EA filed for a rate 
increase with the Arkansas Public Service Commission (APSC) that included MISO and capacity costs riders, 
receiving a decision in December 2013. The outcome was disappointing as EA received a base rate increase of 
$81 million (without specifying the amounts to be recovered through MISO and Capacity Costs riders) based on a 
9.3% ROE, significantly below its requested base rate increase of $145 million based on 10.4% ROE. Resolution 
of EA's May 2010 rate case also yielded an increase below that expected of $63.7 million (10.3% ROE) against 
the expected $168 million (10.6% ROE). LTM third-quarter 2013 metrics are consistent with that of fiscal year end 
2012, with Cash Flow Interest Coverage of 4.5x and CFO pre-WC to debt of 13%. According to Moody's adjusted 
projections, EA will be able to maintain appropriate metrics for the rating, including CFO pre-WC to debt, and CFO 
pre-WC -- Div to debt of around 16% and 14% respectively. 

Rating Outlook 

Entergy Gulf States Louisiana, Entergy Louisiana, and Entergy Mississippi outlooks are stable, reflecting that 
Moody's expects the companies will continue to exhibit financial metrics that are appropriate for their current 
ratings, that in Louisiana formula rate plan will continue to provide regulatory transparency and certainty, and that 
Mississippi's regulation will remain reasonably long-term credit supportive and allow the recovery of prudently 
incurred costs. 

Entergy Texas' rating outlook is stable, reflecting Moody's view that the company will continue to generate 
adequate metrics for its rating. Although the regulatory lag for vertically integrated utilities will remain less credit 
supportive over the medium term in Texas, Moody's does not expect the regulatory environment to deteriorate. 
According to Moody's adjusted projections, ET will likely be able to maintain appropriate metrics for the rating, 
including CFO pre-WC to debt, and CFO pre-WC -- Div to debt of around 15% and 12% respectively. 

Entergy Arkansas' rating outlook is stable, reflecting Moody's expectation that the utility's financial metrics will 
maintain levels that are appropriate for its rating despite the company's disappointing rate case outcomes. The 
outlook also assumes that regulatory lag will remain manageable and that the issues surrounding the company's 
exit from the Entergy System Agreement will be resolved in a manner not detrimental to credit quality. According to 
Moody's adjusted projections, EA will likely be able to maintain appropriate metrics for the rating, including CFO 
pre-WC to debt, and CFO pre-WC -- Div to debt of around 16% and 14% respectively. 

What Could Change the Rating - Up 
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Entergy Gulf States Louisiana and Entergy Louisiana ratings could be upgraded if material long-term credit 
improvements were to happen in Louisiana regulation that set the state far above other jurisdictions in the US, if 
economic conditions in its service territory continued to improve, and if recently improved financial metrics were 
sustained in the absence of bonus depreciation, including consistent CFO pre-WC plus interest to interest above 
5.5x and CFO pre-WC to debt nearing the mid-20% range. 

The ratings for Entergy Mississippi could be further upgraded if there were an improvement in the regulatory and 
political environment in the state, or if there were a sustained increase in EM's cash flow coverage metrics, 
including CFO pre-WC to debt above 19%. 

The rating of Entergy Texas is unlikely to be upgraded in the near term; however an upgrade could come under 
consideration if there is a material and sustained improvement in the regulatory environment in Texas for vertically 
integrated utilities --outside ERGOT- including the implementation of long-term credit-supportive rate design and 
cost recovery mechanisms, and continued strong financial metrics, including CFO pre-WC to Debt above 16% on 
a sustained basis. 

The ratings of Entergy Arkansas could be upgraded if there were an improvement in the credit supportiveness of 
the regulatory environment in Arkansas, along with a sustainable increase in cash flow coverage metrics, 
including CFO pre-WC to debt above 22%. 

What Could Change the Rating - Down 

The ratings for Entergy Gulf States Louisiana, Entergy Louisiana, and Entergy Mississippi could be downgraded if 
there were a deterioration in the regulatory environment for utilities in Louisiana, and Mississippi, if there were 
significant additional storm costs that were not recovered on a timely basis through the regulatory process, or if 
financial metrics excluding bonus depreciation exhibited a sustained decline. 

The ratings of Entergy Texas could be downgraded if the business and regulatory environment in which it operates 
were to deteriorate, if pending or future rate case outcomes are detrimental to its credit profile, or if there were a 
significant decline in financial metrics, including CFO pre-WC to debt below 13% on a sustained basis. 

The ratings of Entergy Arkansas could be downgraded if there were continuous adverse regulatory developments, 
if there were a termination or any changes to the utility's rate riders that would prevent full and timely recovery of 
prudently incurred costs, or ifthere is not an improvement in cash flow coverage metrics from unusually low 2012 
and 2013 levels, including CFO pre-WC to debt below 15% for an extended period. 

The principal methodology used in these ratings was Regulated Electric and Gas Utilities published in December 
2013. Please see the Credit Policy page on www.moodys.com for a copy of this methodology. 

The following ratings of Entergy Gulf States Louisiana are upgraded: 

Issuer Rating to Baa1 from Baa2 

Preference Stock to Baa3 from Ba1 

Pref. Shelf to (P)Baa3 from (P)Ba1 

First Mortgage Bonds to A2 from A3 

The outlook of Entergy Gulf States Louisiana is stable from RUR-UP 

The following ratings of Entergy Louisiana are upgraded: 

Issuer Rating to Baa1 from Baa2 

Senior Unsecured to Baa1 from Baa2 

Pref. Stock to Baa3 from Ba1 

Backed First Mortgage Bonds to A2 from A3 

Underlying First Mortgage Bonds to A2 from A3 

First Mortgage Bonds to A2 from A3 
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The outlook of Entergy Louisiana is stable from RUR-UP 

The following rating of W3A Funding Corporation has been upgraded: 

BACKED Senior Secured Shelf to (P)Baa1 from (P)Baa2 

The outlook of W3A Funding Corporation is stable from RUR-UP 

The following ratings of Entergy Mississippi are upgraded: 

Issuer Rating to Baa2 from Baa3 

Senior Secured Shelf to (P)A3 from (P)Baa1 

Pref. Stock to Ba1 from Ba2 

Underlying First Mortgage Bonds to A3 from Baa1 

First Mortgage Bonds to A3 from Baa1 

Backed First Mortgage Bonds to A3 from Baa1 

The outlook of Entergy Mississippi is stable from RUR-UP 

The following ratings of Entergy Texas are upgraded: 

Issuer Rating to Baa3 from Ba1 

Senior Secured Shelf to (P)Baa1 from (P)Baa2 

First Mortgage Bonds to Baa1 from Baa2 

The outlook of Entergy Texas is stable from RUR-UP 

The following ratings of Entergy Arkansas, Inc. are confirmed: 

Issuer Rating, Confirmed at Baa2 

Pref. Stock Preferred Stock, Confirmed at Ba1 

Pref. Stock Shelf, Confirmed at (P)Ba1 

Senior Secured First Mortgage Bonds, Confirmed at A3 

The outlook of Entergy Arkansas, Inc. is stable from RUR-UP 

REGULA TORY DISCLOSURES 

For ratings issued on a program, series or category/class of debt, this announcement provides certain regulatory 
disclosures in relation to each rating of a subsequently issued bond or note of the same series or category/class 
of debt or pursuant to a program for which the ratings are derived exclusively from existing ratings in accordance 
with Moody's rating practices. For ratings issued on a support provider, this announcement provides certain 
regulatory disclosures in relation to the rating action on the support provider and in relation to each particular rating 
action for securities that derive their credit ratings from the support provider's credit rating. For provisional ratings, 
this announcement provides certain regulatory disclosures in relation to the provisional rating assigned, and in 
relation to a definitive rating that may be assigned subsequent to the final issuance of the debt, in each case where 
the transaction structure and terms have not changed prior to the assignment of the definitive rating in a manner 
that would have affected the rating. For further information please see the ratings tab on the issuer/entity page for 
the respective issuer on www.moodys.com. 

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this rating 
action, and whose ratings may change as a result of this rating action, the associated regulatory disclosures will 
be those of the guarantor entity. Exceptions to this approach exist for the following disclosures, if applicable to 
jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated entity. 
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Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related rating 
outlook or rating review. 

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal 
entity that has issued the rating. 

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures for 
each credit rating. 

Susana Vivares 
Vice President - Senior Analyst 
Corporate Finance Group 
Moody's Investors Service, Inc. 
250 Greenwich Street 
New York, NY 10007 
U.S.A. 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

William L. Hess 
MD - Utilities 
Corporate Finance Group 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

Releasing Office: 
Moody's Investors Service, Inc. 
250 Greenwich Street 
New York, NY 10007 
U.S.A. 
JOURNALISTS: 212-553-0376 
SUBSCRIBERS: 212-553-1653 

MOODY'S 
INVESTORS SERVICE 

© 2014 Moody's Corporation, Moody's Investors Service, Inc., Moody's Analytics, Inc. and/or their licensors and 
affiliates (collectively, "MOODY'S"). All rights reserved. 

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. ("MIS'1 AND ITS AFFILIATES ARE 
MOODY'S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTlTlES, CREDIT 
COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND CREDIT RATINGS AND RESEARCH 
PUBLICATIONS PUBLISHED BY MOODY'S ("MOODY'S PUBLICATION'1 MAY INCLUDE MOODY'S 
CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, 
OR DEBT OR DEBT-LIKE SECURmES. MOODY'S DEFINES CREDIT RISK AS THE RISK THAT AN 
ENTITY MAY NOT NEET ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY 
ESTIMATED FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY 
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR PRICE 
VOL.A TILITY. CREDIT RATINGS AND MOODY'S OPINIONS INCLUDED IN MOODY'S PUBLICATIONS ARE 
NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY'S PUBLICATIONS MAY ALSO 
INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT RISK AND RELATED OPINIONS OR 
COMMENTARY PUBLISHED BY MOODY'S ANALYTICS, INC. CREDIT RATINGS AND MOODY'S 
PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE INVESTMENT OR FINANCIAL ADVICE, AND 
CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT AND DO NOT PROVIDE 
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RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD PARTICULAR SECURITIES. NEITHER CREDIT 
RATINGS NOR MOODY'S PUBLICATIONS COMMENT ON THE SUITABILITY OF AN INVESTJ.ENT FOR 
ANY PARTICULAR INVESTOR. MOODY'S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY'S 
PUBLICATIONS WITH THE EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH 
DUE CARE, MAKE ITS OV\IN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER 
CONSIDERATION FOR PURCHASE, HOLDING, OR SALE. 

MOODY'S CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL 
INVESTORS AND IT WOULD BE RECKLESS FOR RETAIL INVESTORS TO CONSIDER MOODY'S CREDIT 
RATINGS OR MOODY'S PUBLICATIONS IN MAKING ANY INVESTMENT DECISION. IF IN DOUBT YOU 
SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER. 

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO, 
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE 
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED, 
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN 
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON 
WITHOUT MOODY'S PRIOR WRITTEN CONSENT. 

All information contained herein is obtained by MOODY'S from sources believed by it to be accurate and reliable. 
Because of the possibility of human or mechanical error as well as other factors, however, all information contained 
herein is provided "AS IS" without warranty of any kind. MOODY'S adopts all necessary measures so that the 
information it uses in assigning a credit rating is of sufficient quality and from sources MOODY'S considers to be 
reliable including, when appropriate, independent third-party sources. However, MOODY'S is not an auditor and 
cannot in every instance independently verify or validate information received in the rating process or in preparing 
the Moody's Publications. 

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors 
and suppliers disclaim liability to any person or entity for any indirect, special, consequential, or incidental losses or 
damages whatsoever arising from or in connection with the information contained herein or the use of or inability to 
use any such information, even if MOODY'S or any of its directors, officers, employees, agents, representatives, 
licensors or suppliers is advised in advance of the possibility of such losses or damages, including but not limited 
to: (a) any loss of present or prospective profits or (b) any loss or damage arising where the relevant financial 
instrument is not the subject of a particular credit rating assigned by MOODY'S. 

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives, licensors 
and suppliers disclaim liability for any direct or compensatory losses or damages caused to any person or entity, 
including but not limited to by any negligence (but excluding fraud, willful misconduct or any other type of liability 
that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any contingency within or beyond the 
control of, MOODY'S or any of its directors, officers, employees, agents, representatives, licensors or suppliers, 
arising from or in connection with the information contained herein or the use of or inability to use any such 
information. 
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NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS, 
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER 
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER 
WHATSOEVER. 

MIS, a wholly-owned credit rating agency subsidiary of Moody's Corporation ("MCO"), hereby discloses that most 
issuers of debt securities (including corporate and municipal bonds, debentures, notes and commercial paper) and 
preferred stock rated by MIS have, prior to assignment of any rating, agreed to pay to MIS for appraisal and rating 
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain policies 
and procedures to address the independence of MIS's ratings and rating processes. Information regarding certain 
affiliations that may exist between directors of MCO and rated entities, and between entities who hold ratings from 
MIS and have also publicly reported to the SEC an ownership interest in MCO of more than 5%, is posted annually 
at www.moodys.com under the heading "Shareholder Relations - Corporate Governance - Director and 
Shareholder Affiliation Policy." 

For Australia only: Any publication into Australia of this document is pursuant to the Australian Financial Services 
License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61003399 657AFSL 336969 and/or 
Moody's Analytics Australia Pty Ltd ABN 94105136 972 AFSL 383569 (as applicable). This document is intended 
to be provided only to ''wholesale clients" within the meaning of section 761 G of the Corporations Act 2001. By 
continuing to access this document from within Australia, you represent to MOODY'S that you are, or are 
accessing the document as a representative of, a ''wholesale client" and that neither you nor the entity you 
represent will directly or indirectly disseminate this document or its contents to "retail clients" within the meaning of 
section 761 G of the Corporations Act 2001. MOODY'S credit rating is an opinion as to the creditworthiness of a 
debt obligation of the issuer, not on the equity securities of the issuer or any form of security that is available to 
retail clients. It would be dangerous for "retail clients" to make any investment decision based on MOODY'S credit 
rating. If in doubt you should contact your financial or other professional adviser. 
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1 I. 

2 Q. 

3 A 

4 

5 Q. 

BACKGROUND AND INTRODUCTION 

PLEASE STATE YOUR NAME. 

My name is Hugh T. McDonald. 

ARE YOU THE SAME HUGH T. MCDONALD WHO PREVIOUSLY 

6 FILED TESTIMONY IN THIS DOCKET? 

7 A Yes, I am. 

8 

9 Q. ON WHOSE BEHALF ARE YOU TESTIFYING? 

10 A I am submitting this rehearing direct testimony to the Arkansas Public 

11 Service Commission ("APSC" or the "Commission") on behalf of 

12 Entergy Arkansas, Inc. ("EAi" or the "Company"). 

13 

14 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY? 

15 A The APSC granted EAi's petition for rehearing in this docket and 

16 allowed EAi to present new evidence related to the reaction of several 

17 security analysts and a rating agency to Order No. 21 (the "Order") as 

18 well as a report on Return on Equity ("ROE") decisions in other utility 

19 rate cases. My testimony will underscore the importance of granting 

20 the relief sought in EAi's petition for rehearing. The Company is at a 

21 crossroads. It needs financial stability to meet the challenges of 

22 operating independently of the Entergy System Agreement and the 

23 significant capital investment planned in the next few years. Now is 
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Q. 

A 

not the time to test the Company's ability to meet these challenges if 

hindered by a sub-standard return on equity ("ROE"), a formula for 

calculating Allowance for Funds Used During Construction ("AFUDC") 

that does not fully recover financing costs, and disallowed costs that 

will prevent EAi from earning even the low allowed ROE. 

IS THE COMPANY SPONSORING OTHER WITNESSES? 

Yes. EAi witness David Hunt, in his rehearing direct testimony, 

presents reports from equity financial analysts and a rating agency in 

response to the order. In addition, he provides a comparison of the 

ROE determination in this case with other regulatory commission ROE 

determinations in calendar year 2013 and historically, which 

demonstrates that the 9.3 percent ROE allowed for EAi in this case 

was the second lowest ROE awarded to a vertically integrated electric 

utility in 2013, the lowest non-penalty ROE awarded to a vertically 

integrated electric utility in 2013, and among the lowest ROEs ever 

awarded to an investor-owned, vertically integrated electric utility. In 

addition, former utility analyst Ellen Lapson of Lapson Consulting 

explains how the significant disparity in EAi's allowed ROE and that of 

other peer utilities has created a reaction among security analysts and 

a rating agency that is negative to EAi and its customers. 
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II. 

Q. 

A. 

SUPPORT FOR RELIEF ON REHEARING 

WHY HAS EAi REQUESTED REHEARING OF THE ORDER? 

EAi has just completed a decade-long transition out of the System 

Agreement and into operation in the Midcontinent Independent System 

Operator, Inc. ("MISO") Regional Transmission Organization. As a 

result, for the first time since 1951, EAi is operating and transacting in 

power markets on its own behalf rather than under the System 

Agreement. 

In addition to operating within the new framework, the Company 

faces a number of other challenges in the near future. EAi must 

continue to make investments required to serve customers in its 

service territory. Plus, the industry is changing rapidly, and EAi plans 

to investment approximately $3.4 billion from 2012 through 20181 to 

meet evolving environmental standards, infrastructure needs in 

generation, transmission, and distribution, as well as, strategic 

initiatives like smart grid development and recruitment of energy 

intensive industries. Successfully addressing these initiatives will 

require the Commission's support, and the Order does just the 

opposite. 

1 Lewis Direct Testimony at 5 (March 1, 2013). 
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Q. 

A. 

Q. 

A. 

WHY DO YOU SAY THAT? 

The reality facing EAi as a result of the Order is that a 9.3 percent 

allowed ROE will hinder the Company's ability to acquire capital and 

the cost of that capital will be higher. Further, the Order disallowed 

recovery of several categories of costs that do not go away because 

they are not reflected in rates, which will reduce the actual return of the 

Company even more. And finally, the cap on the AFUDC rate set in 

the Order will erode EAi's earnings even further as investments are 

completed and the cost of that investment, including AFUDC, is placed 

into rates that do not fully reflect actual financing costs.2 

WHAT OTHER IMPACT WILL THE ORDER HAVE? 

It could negatively affect economic development in the state. EAi has 

a long history of active involvement in attracting industrial prospects to 

the communities it serves. EAi is heavily involved with the Arkansas 

Department of Economic Development and the Governor's office in 

major industrial retention and recruitment efforts. This is a benefit to 

the state because industrial growth brings more jobs and higher tax 

revenues, a benefit to the Company because growth produces higher 

revenues, and a benefit to customers because these higher revenues 

offset future rate increases. The effects of the Order impair EAi in 

2 See id. at 7. 
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1 playing a major role in attracting new industry if that requires incentives 

2 and significant capital investment to induce an industrial prospect to 

3 locate in Arkansas. 

4 

5 Q. WHY SHOULD THE COMMISSION GRANT EAi ANY RELIEF ON 

6 THE ISSUES IN ITS PETITION? 

7 A There are at least two bases for the Commission to reconsider its 

8 decisions on issues in the Order that have come to light since it was 

9 issued. First, Ms. Lapson explains her view that the consensus 

10 reaction of financial analysts and a credit analysis firm is that the 

11 collective impact of the Order -- including the 9.3 percent allowed ROE, 

12 an AFUDC formula that does not fully compensate the Company for its 

13 financing costs, and other cost disallowances -- will inhibit the 

14 Company's ability to earn even this relatively low allowed ROE and will 

15 weaken the Company financially. As a result, as Ms. Lapson explains, 

16 the financial community will place a higher discount rate on Entergy 

17 Corporation's equity because of the perception of .greater regulatory 

18 risk for EAi, which will increase the company's cost of capital. In 

19 addition, Moody's Investors Service ("Moody's") recently completed a 

20 review of the securities ratings of U.S. utilities by upgrading the 

21 securities ratings of more than 90 percent of the utilities under 

22 consideration. While Moody's upgraded the large majority of utilities 

23 under consideration, including other Entergy Operating Companies, 
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1 Moody's did not upgrade EAi's securities ratings, citing the Order and 

2 continuing concern about regulatory lag.3 As Ms. Lapson explains, the 

3 effect is a downgrade in rating compared to most of the Company's 

4 peers, which raises the cost for EAi to borrow money. This raises 

5 customers' rates. 

6 Second, Ms. Lapson explains that not recognizing the effect of 

7 the Federal Reserve's monetary stimulus program and relying solely 

8 on a quantitative analysis in setting the Company's allowed ROE 

9 produced an unreasonable result that will hinder EAi's ability to secure 

10 long-term debt on favorable terms and make it more costly for equity 

11 investment in EAi. This raises customers' rates. 

12 The Commission's granting of the Company's rehearing petition 

13 provides the Commission an opportunity to review the new evidence 

14 that EAi is submitting and to reconsider and revise its positions. By 

15 doing so, the Commission would address those issues that create the 

16 regulatory lag and weak operating cash flo~ ratios cited by Moody's in 

17 explaining why it did not upgrade EAi's securities ratings and that 

18 caused utility analysts to report the negative impact of the Order on 

19 EAi's financial position, including: a 9.3 percent allowed ROE, an 

20 AFUDC rate that does not fully compensate for construction cost 

3 See Hunt Rehearing Direct Testimony, EAi Exhibit DEH-8 (March 14, 2014). 
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1 financing, and cost disallowances that hinder the Company's ability to 

2 earn even the low allowed ROE. 

3 The result of this rate case should be to position the Company 

4 to serve its customers in the post-System Agreement world and to 

5 support its communities in developing strong and vibrant economies. 

6 By granting the requested relief, the public interest will be served, and 

7 the Company will be spared the prospect of financial instability at this 

8 critical time. 

9 

10 Q. DOES THIS CONCLUDE YOUR DIRECT TESTIMONY? 

11 A Yes. 

- 5 -
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