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April 16, 2019 

 
  
Kim Trosclair 
Louisiana Public Service Commission 
Office of General Counsel 
Galvez Building, 70802 
602 North Fifth Street 
P.O. Box 91154 
Baton Rouge, LA  70821-9154 
 

Re:   LPSC RFP 19-05 
In re: Cleco Power, LLC’s Upcoming Rate Proceeding to be Filed 
in June 2019 as Required by Commission Order No. U-33434-A    
 

Dear Ms. Trosclair: 
 
 Exeter Associates, Inc. (Exeter) is pleased to submit this proposal to assist the Louisiana 

Public Service Commission (Commission or Staff) with the review of the upcoming base rate 

Application to be filed by Cleco Power, LLC (Cleco or Company) in June 2019.  Exeter proposes to 

assist the Commission with the rate design/re-design, retail residential rate decoupling, and 

revenue requirements aspects of Cleco’s Application.  

Background 
 
 In Docket No. U-33434, Cleco, a public utility under the jurisdiction of the Commission and 

Cleco Partners, L.P. (Cleco Partners), a partnership comprised of three private investment firms 

(together, the Applicants) sought approval from the Commission for Cleco Partners to acquire 

ownership and control of Cleco through the purchase of all outstanding shares of stock of Cleco’s 

parent Company, Cleco Corporation.  At the Commission’s February 24, 2016 Business & Executive 

Session (B&E), the Commission found that the proposed transaction, as structured at that time, was 

not in the public interest.  At the March 28, 2016 B&E, the Commission considered a rehearing 

request filed by the Applicants on March 18, 2016, as well as several enhanced regulatory 

commitments offered by the Applicants after the February 24, 2016 vote.  The request for rehearing 
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was granted and the Commission determined and found that, with the enhanced commitments, the 

proposed transaction was in the public interest.  Included in those comments was Commitment 4, 

which required Cleco to file a base rate case in June 2019, with any change in rates to be 

implemented in 2020. 

 
Proposed Services and Purpose 
 
 With regard to the review of Cleco’s Application, the services that Exeter will provide to 

Staff will include: 

• Reviewing and analyzing the Application of Cleco.  This involves reviewing relevant 
testimonies and supporting documents including the proposed tariffs, supporting 
and cost of service studies, and rate design proposals, revenue requirements 
determination, and the supporting schedules for the adjustments to the cost of 
service; 

• Conducting discovery, including preparing written data requests as well as follow-up 
discovery or other informal conferences, as necessary; 

• Preparing direct and cross-answering testimony, testifying before an Administrative 
Law Judge;  

• Reviewing and analyzing proposed stipulation terms and conditions, as necessary 
and appropriate; and 

• Appearance at B&Es. 

The purpose of Exeter’s rate design review will be to ensure that the class cost of service 

study or studies sponsored by Cleco reasonably reflect the cost of providing service to the various 

customer classes and are consistent with Commission precedent.  Exeter will ensure that the 

Company’s proposed distribution of the revenue increase authorized by the Commission as a result 

of Cleco’s Application and rates is consistent with sound revenue allocation, which:  

• Utilizes class cost of service study results as a guide; 

• Provides stability and predictability of the rates themselves, with a minimum of 
unexpected changes seriously adverse to ratepayers or the utility (gradualism); 

• Yields the total revenue requirement; 

• Provides for simplicity, certainty, convenience of payment, understandability, public 
acceptability, and feasibility of application; and 

• Reflects fairness in the apportionment of the total cost of service amount to the 
various customer classes.  
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With respect to revenue decoupling, Exeter will also evaluate whether any mechanisms 

proposed by Cleco are consistent with Commission precedent.  This will include evaluating whether 

the mechanism should be designed to adjust utility revenues for any deviation between expected 

and actual sales regardless of the reason for the deviation, or whether utility revenues should only 

be adjusted for sales deviations that can be accommodated to have resulted from conservation and 

load management programs. 

Regarding revenue requirements, the analytical work during a utility ratemaking and cost 

recovery review consists of a critical analysis of the theoretical validity of the company’s claims and 

a verification of the data submitted by the company.  This is necessary to ensure that the 

company’s claims correctly and fairly reflect its utility operating results, are appropriately adjusted 

to reflect conditions that can reasonably be expected to occur when proposed ratemaking and cost 

recovery methods are in effect, and that test year costs of service are stated in accord with proper 

ratemaking principles. Exeter’s investigation of revenue requirements will involve a review of what 

might be referred to as the traditional accounting issues—test year income, expense, and rate base.  

Therefore, we will conduct a thorough examination of all aspects of the Company’s rate base, 

revenues, expenses, and tax claims.  The goal of our revenue requirement analysis will be to ensure 

that the Company’s revenue requirements are properly stated to reflect normal operating 

conditions, in accordance with fundamental ratemaking principles, and are consistent with 

Commission policy and precedent.   

Qualifications 
 
Exeter is well-qualified to provide the assistance that the Commission requires.  Exeter has 

extensive experience addressing utility regulatory matters before the Commission, as well as other 

state and federal regulatory agencies.  Our experience includes extensive work in analyzing the 

operations, books, and records of utility companies and providing expert testimony on all aspects of 

utility regulation and ratemaking.  The issues addressed in this work have included: 

• Appropriate accounting standards and practices for natural gas utilities, public utility 
accounting, and generally accepted auditing standards; 

• Appropriate ratemaking adjustments to utility accounting records; 

• Determination and calculation of the appropriate base rates and utility plant; 

• Traditional cost of service and cost allocation methodologies supporting revenue 
requirements; 

• The cost allocation methodologies for the allocation of investment and expense 
between affiliates, including the relationship of the holding company to its 
subsidiary operating companies, the transfer of investment and costs between 
operating companies, and the provision of services between affiliates; 
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• Cost of capital, including cost of debt and return on equity; 

• Just and reasonable costs and prudent investments associated with providing 
reliable and quality service;  

• Formula rate plans; 

• Depreciation and taxation; and 

• A detailed understanding of electric utility regulations. 

 Exeter is qualified to provide assistance on both the rate design and revenue decoupling 

aspects of Cleco’s Application.  Mr. Jerome D. Mierzwa, a principal of Exeter, will have overall 

responsibility and supervision of this project and will perform the majority of the work for these 

aspects of the project.  Mr. Mierzwa has testified on over 300 occasions in 17 state jurisdictions and 

before the FERC.  Mr. Mierzwa and Exeter have previously assisted the Commission in the following 

proceedings: 

• The investigation of the PGA filings of Atmos Energy for the period April 2012 –
March 2014 in Docket No. X-33480; 

• The investigation of the PGA filings of Entergy Louisiana, LLC for the period January 
2012 – December 2015 in Docket No. X-34113; 

• The investigation into whether TransLa and Louisiana Intrastate Gas Company 
included inappropriate or imprudent costs in their purchased gas cost recovery 
mechanisms from 1981-1994; 

• The investigation into Entergy Louisiana, LLC’s FAC filings between 1975 and 1998; 

• The review of Entergy Louisiana, LLC’s purchased power practices and contracts 
(prudence and accounting) for 2000, 2001, and 2002; 

• The investigation of Cleco Power, LLC’s planning resource procurement practices 
and incurred fuel costs for the period January – October 2005 (initiated by the 
Commission as a result of the effect of Hurricanes Katrina and Rita on the fuel and 
purchased power costs of Louisiana electric utilities);  

• The investigation of Cleco Power, LLC’s fuel adjustment filings for the years 2003-
2008; and 

• The review of Entergy Gulf States, LLC’s fuel adjustment filings for the years 2005-
2009 in Docket No. U-32245, which resulted in a refund to ratepayers of $5 million. 

In addition, Mr. Mierzwa has previously addressed utility cost allocation and rate design 

matters in other jurisdictions including Delaware, Indiana, Maine, Pennsylvania, Rhode Island, and 

Virginia—or on approximately 60 occasions.  Attached to this proposal is a recent sample of 
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testimony presented by Mr. Mierzwa addressing electric utility cost allocation and rate design.  

Additional testimony presented by Mr. Mierzwa addressing utility cost allocation and rate design is 

identified in his resume, which is attached to this proposal. 

 Mr. Lafayette K. Morgan, Jr., a senior-level consultant to Exeter, will provide assistance with 

addressing the retail rate revenue decoupling proposed by Cleco in its Application, and will be 

primarily responsible for reviewing the revenue requirements aspects of Cleco’s Application.  Mr. 

Morgan has participated in the review of Entergy Louisiana, LLC’s formula rate plan and has 

testified before the Commission on behalf of Staff in other proceedings.  Other proceedings in 

which Mr. Morgan has assisted the Commission include the following: 

• Louisiana Power and Light Company (Louisiana Public Service Commission, Docket 
No. U-20925), 1995.  Presented testimony on rate base and working capital issues 
on behalf of the Louisiana Public Service Commission Staff. 

• South Central Bell Telephone Company – Louisiana (Louisiana Public Service 
Commission, Docket No. U-17949, Subdocket E), 1995.  Presented testimony on rate 
base and working capital issues on behalf of the Louisiana Public Service 
Commission Staff. 

• Entergy Louisiana, Inc. (Louisiana Public Service Commission, Docket No. U-20925 
RRF 2004), 2004.  Presented testimony on rate base and cost of service issues on 
behalf of the Louisiana Public Service Commission Staff. 

• Lafourche Telephone Company (Louisiana Public Service Commission, Docket No. U-
21181), 1995.  Provided analysis and investigation of earnings and appropriate rate 
of return on behalf of the Louisiana Public Service Commission Staff. 

• CenterPoint Energy-Entex (Louisiana Public Service Commission, Docket No. 
U-26720, Subdocket A), 2003.  Provided technical analysis regarding rate base and 
cost of service on behalf of the Louisiana Public Service Commission Staff. 

• CenterPoint Energy-Arkla (Louisiana Public Service Commission, Docket No. 
U-27676), 2004.  Provided technical analysis regarding rate base and cost of service 
on behalf of the Louisiana Public Service Commission Staff. 

• Provided technical analysis and support on behalf of the Louisiana Public Service 
Commission Staff relating to the Cleco Power, LLC Rate Stabilization Plan. 

Mr. Morgan’s professional resume outlining his previous work is attached to this proposal.  In 

addition to Messrs. Mierzwa and Morgan, other members of Exeter’s staff will be available to assist 

as necessary. 
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