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Entergy Systemwide

Guidelines for Identifying and Tracking Transition Costs
(Version 6 ~ dated 6/14/00)
Introduction

When a regulated utility moves toward a competitive market for the provision of a
portion of its services, there are inevitably costs associated with making this transition.
For most electric utilities, the largest component of these costs is the “strandable” or
stranded costs associated with generation units. -Another element of cost associated
with making this move to a competitve market is' the cost of implementing the
restructuring often referred to as “transition costs”. In general terms, transition costs

are those costs incurred to prepare a requlated utility for retail open access or the right
of a retail customer to their suppli lectric enerqy. These costs can be for

infrastructure, including items such as hardware and software as well as new metering
equipment. Costs incurred to adhere to regulatory mandates, develop competitive
strategies, or educate consumers are other examples of transition costs. Although all
transition costs will be tracked, Entergy will only seek recovery of certain cost in a
regulatory proceeding. Therefore, it is important that all employees identify and properly
record expenditures that meet the definition of transition costs and follow the criteria
established to determine whether transition costs qualify as recoverable. The purpose
of these guidelines is to help employees and management do this in an efficient and
effective manner.

Question One: is your activity, project or work function a transition cost?

Again, the broad definition of transition costs is those costs incurred to prepare a
regulated utility for retail open access. If you feel your activity, project or work function
fits within this definition then the associated costs should be considered transition costs.
If you are working on implementing retail open access in Arkansas or Texas, go to
Appendix A or B to determine if your costs qualify for recovery. If you are unsure or
have any questions, please call Theo Bunting in Corporate Reporting at {(504) 576-2517
(8-576-2517).

Question Two: Is your activity, project or work function capital or expensg?

As with any expenditure, transition costs should be categorized as capital or expense.
Please refer to the Entergy Functional Capitalization Policy for guidance in this area.
Conceming system modifications, unless the modification yields a significant
improvement in design, results in enhanced performance or extends the life, the
expenditure would be considered an expense. Please call Phil Glllam in Corporate:
Reporting at (504) 576-4563 (8-576-4563) if you are not familiar with the criteria used in
determining if a cost should be capitalized.

For capital projects that benefit muitiple legal entities (LEs), a separate Capital
Expenditure Authorization project code (CEA) for ESI and each LE will be required. The
CEA(s) will have to be established through the current process of obtaining a capital
project code or capital work order. For capital projects that benefit one LE, a separate
CEA owned by the benefiting LE and valid for ESI will be needed. Please contact ESI
Accounting (help line 8-576-4895) if you are uncertain as to what that process entails.

Version 6 Page 1 of 15
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Guidelines for Identifying and Tracking Transition Costs

Question Three: How will transition costs be tracked?

Transition costs which are capital in nature will be tracked through the use of CEAs as
described above. Project codes will be used to track expense items. Accounting has
established an initial set of project codes to accumulate expenses based on the
following groupings: Transition Implementation Management, Unbundling (tariffs,
functions, billing), Stranded Cost (method, determination, securitization, recovery),
TransCo Implementation, System Agreement Modification, Consumer Education,
Rulemaking, Customer Interface Infrastructure, Market Power, and Competitive
Strategy.

Project codes have been established for EAl and EGS| — Texas, specifically, as well as
codes that will bill to multiple jurisdictions for common costs. Whenever possible,
transition costs should be directly assigned to the jurisdiction for which the costs
were specifically incurred. Similar activities should be charged to the same project
code regardless of whether the charge originated at ESI| or a LE. For example, if
expense project code x000x was established for EAl unbundling, any expenditure that
meet the definition of transition cost and relate to EAl unbundling would be charged to
project code xoooxx, whether the expenditure originated at ESI or EAL Please
remember that project code is not a required field at the LE level. Thus, discipline
needs to be encouraged to ensure we capture all transition costs.

Question Four: What project code should be used?

In Arkansas and Texas, the legislation enacting retail open access contains provisions
that provide utilities the opportunity to recover approved transition costs. In both states,
the legislation is specific as to which costs qualify as a transition cost. Costs will be
evaluated agalnst state specific criteria to determine if it qualifies as a recoverable
transition cost. Different project codes will be used for transition costs that meet the
state specific criteria for recovery and those that do not. Attachments A (Arkansas)
and B (Texas) contain the state specific criteria that should be used to determine if a
transition cost qualifies for recovery. Please read the attachments carefully. The
conclusion drawn from them will determine the project code(s) that should be used to
record transition costs.

Table 1 lists the initial project codes Accounting has established to charge transition
costs incurred by or billable to EAIL. Table 2 lists the initial project codes Accounting has
established to charge transition costs incurred by or billable to EGSI|-Texas. Table 3
lists the initial project codes established to charge transition costs billable to muitiple
jurisdictions. Table 4 lists the initial codes established to charge transition costs for
jurisdictions which do not have legislation in place requiring retail open access. The
codes in Tables 1, 2, 3 and 4 are only to be used for costs that are categorized as
expense. Capital costs will be recorded in CEAs as discussed above in the response to
Question Two. If an expenditure does not fit within the description of the codes
included in Table 1, Table 2, Table 3 or Table 4, or you are unsure as to whether an
expenditure meets the criteria, please call Theo Bunting in Corporate Reporting at {504)
576-2517 (8-576-2517). If additional codes are needed, you will be given assistance in
establishing them. -

Version 6 Page 2 of 15
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Question Five: Are there specific activity codes that should be used?
No specific activity codes have been setup, however an activity code is still required.

A flowchart depicting the process of recording transition costs is attached. The
flowchart is intended to provide a high level pictorial for quick reference.

Should you have any questions regarding the identification and recording of transition
costs, please call Theo Bunting in Corporate Reporting at (504) 576-2517 (8-576-2517).

Version 6 Page 3 of 15
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Attachment A

Arkansas Guideline for Determination of
Recoverable Transition Costs

The Electric Consumer Choice Act of 1999 (Act 1556) provides utilities the opportunity
to recover Arkansas Public Service Commission (“APSC” or “Commission”) approved
transition cost through a customer transition charge (CTC). These costs can begin to
be identified after the effective date of Act 1556 that has been determined to be July 30,
1999. The cost can be collected through 24 months following retail open access. After
being filed and approved by the Commission, the customer transition charge will be
collected as part of the customer bill starting at retail open access and continuing for 36
months following retail open access.

This Appendix will provide screening criteria and procedures for identifying and
recording transition costs associated with the implementation of retail open access in
Arkansas. While all costs associated with the implementation of Act 1556 need to be
documented, only incremental costs that meet the transition cost recovery criteria will
be considered for cost recovery. Recoverable transition costs in the context of this
Guideline are those costs that meet the criteria for recovery in Act 1556 and the
approved APSC Transition Cost Guidelines, and will be eligible for requested recovery
through a transition cost recovery proceeding. Incremental costs are those that will be
incurred that are NOT included in base rates. Therefore, any recurring costs that were
included in the 1995 compliance cost of service study — upon which base rates were
determined, will be considered base costs, and not recoverable as transition costs.
Charges originating at ESI related to Act 1556 implementation that meet the transition
cost criteria are also considered incremental costs only if the costs were not captured in
the 1995 compliance cost of service study. Project codes are available to identify costs
as base or incremental (see Table 1 and Table 3). Examples of base and incremental
costs are included later in this guideline.

All Entergy employees and contractors are expected to use the correct project and
activity codes for the competition implementation project activity in which costs are
incurred.

Section 1 — Definitions

Arkansas Code Title 23, Chapter 19 (Act 1556) effective 7-30-99
§23-19-102. Selected Applicable Definitions.

(5) ‘Commission’ means the Arkansas Public Service Commission or any successor
agency unless otherwise specifically designated.

(7) ‘Customer Transition Charge,’ sometimes refemed to as ‘non-bypassable
charge,’ means a charge applicable to all retail customers of an electric utility served at
either the distribution or transmission level within the electric utility's distribution service
area as it existed prior to the effective date of this chapter.

(31) ‘Retail open access’ means the obligation of an electric utility to allow retail
customers to choose their supplier of electric energy.

(37) ‘Transition Costs’ mean those costs, investments or unfunded mandates, either
recurring or non-recurring, incurred by an electric utility or municipal electric utility after
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the effective date of this chapter, that are found to be necessary to carry out the electric
utility’s or municipal electric utility’s responsibilities associated with the transition to, or
the implementation of, retail open access, or are mandated by stature or regulation; and
are not expected to be recoverable in a competitive retail market. Under no
circumstances shall transition costs include retirement of severance programs,
marketing or promotional activities, or professional or advisory services or legal costs
associated with any competitive strategy. Additionally, no electric utility shall recover
transition costs unless approved by the commission pursuant to subdivision (37) and
§23-19-304. Transition Cost shall not include cost includable in the determination of
stranded costs.

Section 2 — Criteria for Transition Cost Recovery

If the answer to any of the following questions is No (N), then the cost does not qualify

as a transition cost.

Y N

] 1 1. Is the cost incurred required to carry out EAl's transition to, or
implementation of retail open access, OR mandated by statute or
regulation?
If Yes, please explain the type of costs to be incumred:

] ] 2. Is the cost incurred directly associated with retail open access, i.e. the
activity or Initiative incurring the cost solely undertaken to implement
retail open access?

If Yes (Y), please explain the activity/initiative which will incur the costs:

1 ] 3. Isthe level of expenditure prudent and reasonable?
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If the answer to any of the following questions is Yes (Y), then the cost does not qualify

as a transition cost.

Y N

1 1 4. Is the cost expected to be recoverable in a competitive retail market?

] ] 5. Is the cost associated with competing to provide a product or service
that is authorized for competition?

| ] 6. Is the cost associated with a retirement or voluntary severance
program?

] 1 7. Isthe cost associated with marketing or promotional activities?

] 1 8. Is the cost for professional or advisory services or legal services

associated with competitive strategies?

If the answers to Question 1-3 are YES and Questions 4-8 are NO, then the transition
cost criteria are met and the appropriate project code for qualified transition costs that
potentially can be recovered shouid be used (Table 1 or Table 3). If the criteria are not
met, non-qualified transition related costs should be charged to project codes identified
as such in Table 1 or Table 3 also. Please retain your response to the questions for
future reference.

Incremental vs. Base Costs

Project codes will be used to differentiate between base costs and incremental costs.
Qualified base costs will NOT be considered for recovery as transition costs. Only
qualified incremental costs will be considered for recovery as transition costs.

Base costs are those recurring costs that were included in the 1995 compliance cost of
service study. Base costs are currently recovered as part of the base rates and will not
be recoverable as Transition Costs. For the purpose of this Guideline, these costs are
primarily recurring employee costs (salaries, taxes, benefits, and employee expenses)
that were included in base rates. As a practical matter, all payroll and related
expenses should be charged to a base project code except for those employees
who have been added to staff the Transition to Competition organizations. If an
employee (EAI, ESI, or other jurisdictional company) currently holds a position that was
added to address the implementation of Act 1556, that employee’s payroll and related
expenses should be charged to an incremental project code for those activities
associated with implementing Act 1556.

Incremental costs are all other costs associated with implementing Act 1556 that were
not included in base rates (included in the 1995 compliance cost of service study) and
meet the transition cost criteria. As indicated above, additional staffing and associated
expenses involved in implementing Act 1556 are incremental costs. included as
incremental costs are those for consultant and legal fees incurred in implementing retail
open access that meet the transition cost criteria. Additions or changes in business
infrastructure as a result of deregulation are incremental costs. Consumer Education
program implementation costs are incremental.
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If you are not certain if a cost should be categorized as base or incremental, please call
Will Morgan, Arkansas Regulatory Affairs, at (501) 377-56489 (8-750-5489).
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Senate Bill 7 allows for the specific recovery of reasonable employee-related transition
costs incurred and projected for severance, retraining, early retirement, outplacement,
and related expenses for the employees. Also, Senate Bill 7 allows that the commission
may authorize an independent organization that is certified under this section to charge
a reasonable and competitively neutral rate to wholesale buyers and sellers to cover the
independent organization's costs. The exact method of recovery for either of these
items is not mentioned in the legisiation but for any chance of recovery these charges
will need to be separately identified and collected in accounts. Also, the legislation
requires that unbundling filings be made so it is reasonable to assume that the
regulatory expense involved in these proceedings will be capable of being recovered
through the T&D charge. The legislation does not specifically provide for any deferralof
costs, however, capital costs associated with any infrastructure requirements on the
transmission and distribution businesses will be included in the T&D rates on a going
forward basis.

This Guideline will provide screening criteria and procedures for identifying and
recording transition costs associated with the implementation of retail open access in
Texas.

Entergy employees and contractors will be expected to use the correct project and
activity codes for the competition implementation project activity in which costs are
incurred.

Section 1 - Criteria for Transition Cost Recovery

If the answer to any of the following questions is No (N), then the cost is not a

recoverable transition cost.

Y N

] 1 1. Is the cost incurred required to carry out EGSI Texas’ transition to, or
implementation of retail open access, OR mandated by statute or
regulation?
If Yes, please explain the type of costs to be incurred:

] 1 2. s the cost incurred directly associated with retail open access, i.e. the
activity or initiative incurring the cost solely undertaken to implement
retail open access?

If Yes, please explain the activity/initiative which will incur the costs:

Version 6 Page 8 of 15

EGSI TTC Cost Case 1-334 334




Exhibit PRM-5
2005 TTC Cost-Case
Page 9 of 15

Attachment B
Texas Guideline for Determination of
Recoverable Transition Costs
] 1 3. s the level of expenditure prudent and reasonable?

If the answer to any of the following questions is Yes (Y), then the cost is not a
recoverable transition cost.

Y N

] ] 4. Isthe cost expected to be recoverable in a competitive retail market?

] 1 5. Is the cost associated with competing to provide a product or service
that is authorized for competition?

] 1 6. Is the cost associated with marketing or promotional activities?

] 1 7. Is the cost for professional or advisory services or legal services

specifically assoclated with the development of competitive strategies?

If the answers to Question 1-3 are YES and Questions 4-7 are NO, then the transition
cost criteria are met and the appropriate project code for Recoverable Transition Costs
should be used (Table 2 or Table 3). Non-qualified transition costs should be charged
to project codes in Table 2 aiso. Please retain your response to the questions for future
reference.
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Table 1

Project Codes for Transition Costs Incurred By or Billable to EAI
Project Code Description
Qualified Transition
Base Costs:
TRAIMB Transition Implementation Management-EAI Base Costs
TRAUBB Unbundling (tariffs, functions, billing)-EAIl Base Costs

Stranded Cost (method, determination, securitization,
TRASCB recovery)-EAl Base Costs
TRATIB TransCo Implementation-EAl Base Costs
TRASAB System Agreement Modification-EAl Base Costs
TRACEB Consumer Education-EAl Base Costs
TRARMB Rulemaking-EAl Base Costs
TRACIB Customer Interface Infrastructure-EAl Base Costs
TRAMPB Market Power Activities-EAl Base Costs

Qualified Transition
Incremental Costs:

Transition Implementation Management-EAI Incremental

TRAIMI Costs
TRAUBI Unbundling {tariffs, functions, billing)-EAI Incremental Costs
Stranded Cost (method, determination, securitization,
TRASCI recovery)-EAl incremental Costs
TRATIH TransCo Implementation-EAl Incremental Costs
TRASAI System Agreement Modification-EA! Incremental Costs
TRACE! Consumer Education-EAl incremental Costs
TRARMI Rulemaking-EAI Incremental Costs
TRACII Customer Interface Infrastructure-EAl Incremental Costs
TRAMPI Market Power Activities-EAIl Incremental Costs
Non-qualified as Recover-
able Transition Costs:
TNRACS Competitive Strategy-EAI
TNRATM Transition Implementation Management-EAI
TNRAUB Unbundling (tariffs, functions, billing)-EAI
Stranded Cost (method, determination, securitization,
TNRASC recovery)-EAIl
TNRATI TransCo implementation-EAl
TNRASA System Agreement Modification-EAI
TNRACE Consumer Education-EAI
TNRARM Rulemaking-EAl
TNRACI Customer Interface Infrastructure-EA!
TNRAMP Market Power Activities-EAI
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Table 2
Project Codes for Transition Costs Incurred By or Billable to
EGSI-Texas
Project Code Description
Recoverable:
TRGTTI TransCo implementation-EGSI-Texas
TRGTSV Employee-related costs for severance, retraining, early
retirement, outplacement and related expenses-EGSI-Texas
TRGTIM Transition Implementation Management-EGSI|-Texas
TRGTUB Unbundling (tariffs, functions, billing)- EGSI-Texas
Stranded Cost (method, determination, securitization,
TRGTSC recovery)-EGSI-Texas
TRGTTI TransCo implementation-EGSI-Texas
TRGTSA System Agreement Modification-EGSI-Texas
TRGTCE Consumer Education-EGS|-Texas
TRGTRM Rulemaking-EGSI-Texas
TRGTCI Customer Interface Infrastructure-EGSI-Texas
Non-recoverable:
TNGTCS Competitive Strateqy-EGSI-Texas
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Project Code Description

Billable to EAl and EGSI-TX;

Qualified Transition

Base Costs at EAl:

TRCOIM Transition Implementation Management-Base Costs

TRCOUB Unbundling (tariffs, functions, billing) -Base Costs
Stranded Cost (method, determination, securitization,

TRCOSC recovery) -Base Costs

TRCOTI TransCo Implementation-Base Costs

TRCOSA System Agreement Modification-Base Costs

TRCOCE Consumer Education-Base Costs

TRCORM Rulemaking-Base Costs

TRCOCI ‘Customer Interface Infrastructure-Base Costs

Billable to EAl and EGSI-TX;

Qualified Transition

incremental Costs at EAI:

TRCCMI Transition Implementation Management-Incremental Costs

TRCUBI Unbundling (tariffs, functions, billing) - Incremental Costs

TRCSCI Stranded Cost (method, determination, securitization,
recovery) - Incremental Costs

TRCTIl TransCo Implementation- Incremental Costs

TRCSAI System Agreement Modification- incrementai Costs

TRCCE! Consumer Education- incremental Costs

TRCRMI Rulemaking- Incremental Costs

TRCCIl Customer interface Infrastructure- Incremental Costs

Billable to EAl and EGSI-

Texas and non-qualified as

Recoverable Transition Costs

at EAL:

TNCOCS Competitive Strategy

TNCOIM Transition implementation Management

TNCOUB Unbundling (tariffs, functions, billing)
Stranded Cost (method, determination, securitization,

TNCOSC recovery)

TNCOTI TransCo Iimplementation

TNCOSA System Agreement Modification

TNCOCE Consumer Education

TNCORM Rulemaking

TNCOCI Customer Interface Infrastructure

TNCOSV Employee-related costs for severancs, retraining, early
retirement, outplacement and related expenses
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Project Codes for Transition Costs Billable to Multiple
Jurisdictions

Project Code Description

Billable to all Jurisdictions;

Qualified Transition

Base Costs at EAl:

TRALIM Translition Implementation Management-Base Costs

TRALUB Unbundling (tariffs, functions, billing) -Base Costs
Stranded Cost (method, determination, securitization,

TRALSC recovery) -Base Costs

TRALTI TransCo Implementation-Base Costs

TRALSA System Agreement Modification-Base Costs

TRALCE Consumer Education-Base Costs

TRALRM Rulemaking -Base Costs

TRALCI Customer Interface Infrastructure-Base Costs

Billable to all Jurisdictions;

Qualified Transition

Incremental Costs at EAl:

TRJIMI Transition Implementation Management-Incremental Costs

TRJUBI Unbundling (tariffs, functions, billing) -Incremental Costs

TRJSCI Stranded Cost (method, determination, securitization,
recovery) -incremental Costs

TRJITH TransCo Implementation-incremental Costs

TRJSAL System Agreement Modification-incremental Costs

TRJCEI Consumer Education-Incremental Costs

TRJRMI Rulemaking-Incremental Costs

TRJCH Customer Interface Infrastructure-Incremental Costs

Billable to all Jurisdictions;

Non-qualified as Recoverable

Transition Costs at EAl:

TNALCS Competitive Strategy

TNALIM Transition Implementation Management

TNALUB Unbundling (tariffs, functions, billing)
Stranded Cost (method, determination, securitization,

TNALSC recovery)

TNALTI TransCo Implementation

TNALSA System Agreement Modification

TNALCE Consumer Education

TNALRM Rulemaking

TNALCI Customer Interface Infrastructure

TNALSV Employee-related costs for severance, retraining, early
retirement, outplacement and related expenses
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Project Code Description
Specific to ELI:
TNRLCS Competitive Strategy-Louisiana
Transition Implementation Management-Louisiana
TNRLIM ‘
Unbundling (tariffs, functions, billing)- Louisiana
TNRLUB
Stranded Cost (method, determination, securitization,
TNRLSC recovery)-Louisiana
TNRLTI TransCo Implementation-Louisiana
System Agreement Modification-Louisiana
TNRLSA
TNRLCE Consumer Education-Louisiana
TNRLRM Rulemaking-Louisiana
TNRLCI Customer Interface Infrastructure
Specific to EMI:
TNRMCS Competitive Strategy-Mississippi
TNRMIM Transition Implementation Management-Mississippi
TNRMUB Unbundiing (tariffs, functions, billing)- Mississippi
Stranded Cost (method, determination, securitization,
TNRMSC recovery)-Mississippi
TNRMTI TransCo Implementation-Mississippi
TNRMSA System Agreement Modification-Mississippl
TNRMCE Consumer Education-Mississippi
TNRMRM Rulemaking-Mississippi
TNRMCI Customer Interface Infrastructure
Specific to ENOI:
TNRNCS - Competitive Strategy-New Orleans
TNRNIM Transition Implementation Management-New Orleans
TNRNUB Unbundling (tariffs, functions, billing)- New Orleans
Stranded Cost (method, determination, securitization,
TNRNSC recovery)-New Orleans '
TNRNTI TransCo Implementation-New Orleans
TNRNSA System Agreement Modification-New Orleans
TNRNCE Consumer Education-New Orleans
TNRNRM Rulemaking-New Orleans
TNRNCI Customer Interface Infrastructure
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Table 4 (cont’d)
Project Codes for Jurisdictions Without Legislation
Requiring Competition
Project Code Description
Specific to EGSI-
Louislana:
TNGLCS Competitive Strategy-EGSI-Louisiana
TNGLIM Transition Implementation Management-EGSI-Louisiana
TNGLUB Unbundling (tariffs, functions, billing)- EGSI-Loulisiana
Stranded Cost (method, determination, securitization,
TNGLSC recovery)-EGSI-Louisiana
TNGLTI TransCo implementation-EGSI-Louisiana
TNGLSA System Agreement Modification-EGSI- Louisiana
TNGLCE Consumer Education-EGSI-Louisiana
TNGLRM Rulemaking-EGSI-Louisiana
TNGLCI Customer Interface Infrastructure
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TIVED
DOCKET NO. 27273 003 JuL 28 PH 2: 38
PUBLIC Ul{'l I7 \C C')l;(H»bS!OH
PROPOSAL FOR INTERIM § PUBLIC UTILITY COMMISSION '
SOLUTION FOR RETAIL OPEN  §
ACCESS IN ENTERGY GULF § OF TEXAS
STATES, INC.’S SETTLEMENT §
AREA OF TEXAS AND REQUEST ~ §
FOR COMMISSION ACTION §
ORDER ON REHEARING

On January 24, 2003, Entergy Gulf States, Inc. (Entergy) filed a plan to
implement retail competition in its Texas service area under an “interim solution” without
@ regional transmission organization. This Order denies Entergy's proposal for an
interim solution and establishes an alternative timeframe to proceed with retail
competition under an interim solution in Entergy’s Texas service area.

L Procedural History

On January 24, 2003, Entergy filed its petition for an interim solution in response
to the Commission’s orders in Docket No. 24469 and 26168."

On January 30, 2003, the Commission’s administrative law judge (ALJ) issued
Order No. 1, requesting that any interested party file a list of issues to be considered in
this proceeding. On February 7, 2003, the following pﬁw each filed a list of issues:
Alliance for Retail Markets (ARM); Commission Staff; Cities;? Entergy; Entergy REPs
(Entergy Solutions Ltd., Entergy Solutions Select Ltd., and Entergy Solutions Essentials
Lid.); Office of Public Utility Counsel (OPC); Reliant Resources, Inc. (Reliant); Texas

! Staff’s Petition to Determine Readiness for Retail Competition in the Portions of Texas Within
the Southeastern Electric Reliability Council, Docket No, 24469, Final Order (Dec. 20, 2001); Petitions to
Extend Deadlines for Development of Market Protocols Within the Southwestern Electric Reliability
Council, Docket No, 26168, Final Order (Sept. 26, 2002).

? Bridge City and the Cities of Beaumont, Groves, Nederland, and Port Neches.
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