
Exhibit CEB-4B 
2005 l T C  Cost Case 

Page 50 of 121 

COMPOSITE - ELECTRWGAS: AP&L, GSU, LP&L, MP&L, NOPSI, €01, EEI, 
EPI, WITH 10% TO ETR AND 1% TO SFI 

Based on four components with equal weighting to each: kilowatt-hour energy 
sales; average customers; number of employees; and responsibility ratio, with 
1O%toETRandl%toSfI 

Used primarily for the allocation of costs incurred for the System for Finance and 
Human Resources & Administration activities. This method should also be used 
when the services provided are driven by the relative size and complexity of the 
companies and there is no functional relationship between the services and any 
other available allocation formulae. 

COMPOSITE - TRANSMISSION, DISTRIBUTION/CUSTOMER SERVICE 

Based on four components of equal weighting: kilowatt-hour energy sales; 
average customers; number of distribution and customer service/support 
employees; and the Transmission/Substation Composite Allocation Method. 

Used primarily for the allocation of costs incurred in the support of the overall 
transmission and distribution system of Entergy’s Operating Companies. These 
costs are related to sales, transmission lines or substations, customers or 
customer service/support empioyees. 

TRANSMISSION LINE MILES 

Based on the number of miles of transmission lines, weighted for design voltage 
(Voltage < 40Dkv = 1; Voltage >=4OOkv =2). 

U s e d  primarily for the allocation of costs associated with project design, 
maintenance, acquisition, and installation of Entergy transmission lines. 

SUBSTATIONS 

Based on the number of high voltage substations weighted for Voltage (VoMage 
c 5UOkv = 1; Voltage >= 50Okv = 2). 

Used primarily for the allocation of related engineering and technical support for 
transmission and distribution substation operations and maintenance as well as 
for engineering and project management associated with substation 
con structii. 
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COMPOSITE - TRANSMISSION LINESEUBSTATIONS 

Based on two components: Transmission Line Miles (30% weighting) and the 
Number of High Voltage Substations (70% weighting). 

Used primarily for the allocation of the costs associated with the support of the 
transmission and distribution function that have both a transmission line 
component as well as a substation or load component. 

GAS CONSUMPTION 

Based on the volume of natural gas consumed annually by all gas fired 
generating units within the Entergy System. 

Used for the allocation of costs associated with services in support of gas 
purchased for gas fired generation units. 

TAX INCOME AND DEDUCTION RATIO 

Based on the prior years’ Federal income Tax return, tdal Income and 
Deductions. 

Used for the allocation of costs associated with the preparation of consolidated 
Federal income tax rdurns and research of Federal tax issues. 

LEV€L OF ESI SERVICE 

Based on €SI total billings to each System company, excluding corporate 
overhead. 

Used for the allocation d costs associated with support of ESI as a legal entity. 

SYSTEM CAPACITY - NON-NUCLEAR 

Based on the power level, in kilowatts, that could be achieved if all non-nuclear 
generating units were operating at maximum capability simultaneously. 

Used primarily for the ailocation of costs associated with the support of the fossil 
operations of the System. This would include services provided by plant 
support, enviromnental, and purchasing. 
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COMPUTER USAGE FOR EACH SYSTEM COMPANY 

Based on the mainframe computer usage as measured in Computer Resource 
Units 

Used for the allocation-of costs associated with the services provided by the 
processing mainframe computer app4ications. 

LABOR DOLLARS BILLED 

Based on total labor dollars billed to each company 

Used primarily to allocate the costs associated with employee benefits plans, 
payroll taxes, departmental indirect costs and performance based compensation 
plans for €SI employees. 

DISTRIBUTION LINE MILES 

Based on the number of miles of distribution lines of 34.5kv or less. 

Used primarily for the allocation of costs associated with project design, 
maintenance, acquisition, and installation of Entergy distribution lines. 

COAL CONSUMPTION 

Based on the quantity of tons of coal delivered annually to each coal plant within 
the Entergy System 

Used for the allocation of costs associated with services in support of Coal 
purchased for coal generating units 

ACCOUNTS PAYABLE TRANSACTIONS 

Based on the number of accounts payable transactions processed annually for 
each Entergy System Company. 

Used for the al4ocatbn of costs associated with the support of the accounts 
payable function. 
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Amendment To 

Service Agreement 

The parties hereto do hereby stipulate and agree to that the SERVICE 

AGREEMENT entered into by and between them under date of April 1, 1963, 

and as heretofore amended on Januarv 1, 1972, April 27, 1984, August 1. 1988, 

Januarv 28, 1991, Januarv 1, 1992, and Januarv 1, 1996 be and the same 

hereby is further amended by substituting for the Supplement to Exhibit I I  lo the 

.. 
SERVICE AGREEMENT, the attached revised Supplement to Exhibit II. This 

Amendment is made and entered into as of January 1, 1998. 
4 

ENTERGY SERVICES, INC. 

BY b7& 
Vice President 

ENERGY ARKANSAS. INC. - -  

BY 
President 
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ALLOCATION FORMULAE FOq 
GROUPS OF CLIENT C0,MPANIEQ 

Exhibit II, Supplement 

Note: Each allocation formula will be based on data relevant to participating 
Client Companies to whom the services are provided and the department 
providing the service. 

ENERGY SALEQ 

Based on total kilowatt-hours of energy sold to consumers. 

Used primarily for the allocation of costs associated with the financial analyses of 
sales and related items. ... 

CUSTOMERS 

6ased on a twelvemonth average of residential, commercial, industrial, 
government, and municipal general business electric and gas customers. 

Used primarily for the allocation of costs associated with the support of arstomer 
based services. Would include customer service and support, marketing, 
economic forecasts, environmental services, financial and regulatory analyses 
and customer information systems. 

EMPCOYEEQ 

Based on the number of full-time employees at period end. 

llsed primarily for the allocation of costs associated with the support Of 
employee-based services. Would indude adMinistration of employee bendis,' 
programs, employee communications, employee training, various facilities-based 
benefits and information technology desktop support. 

RESPONSIBILITY RAnQ 

Based on the ratio of the company's load at time of system peak load. The peak 
load is the average of the twelve monthly highest dock-hour demands in 
kilowatts of the interconnected system 0c;curring each month coincident with the 
system peak load. 
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Used primarily for the allocation of costs incurred in fossil plant support and 
integrated planning. 

COMPOSITE - TRANSMISSION. DISTRIBUTION/CUSTOMER SERVICE 

Based on four components of equal weighting: kilowatt-hour energy sales; 
average customers; number of distribution and customer service/support 
employees; and the TransmissiodSubstation Composite Allocation Method. 

Used primarily for the allocation of costs incurred in the support of the overall 
transmission and distribution system of Entergy's Operating Companies. These 
costs are related to sales, transmission lines or substations, customers or 
customer service/suppoft employees. 

TRANSMISSION LINE MILES 

Based on the number of miles of transmission lines, weighted for design voltage 
{Voltage 400kv = 1; Voltage >=400kv =2). 

Used primarily for the allocation of a s t s  associated with project design, 
maintenance and installation of Entergy transmission lines. 

SUBSTATIONS 

.. 

.. 

Based on the number of high voltage substations weighted for Voltage (Voltage e 
5 0 0 h  = I; Voltage >= 500kv = 2). 

Used primarily for the allocation of related engineering and technical support for 
transmission and distribution substation operations and maintenance as well as 
for engineering and project management associated with substation construction. 

COM~POSITE - TRANSMISSION CINES/SUBSTATIONQ 

Based on two components: Transmission Line Miles (30% weighting) and the 
Number of High Voltage Substations (70% weighting). 

Used primarily for the allocation of the costs associated with the support of the 
transmission and distribution function that have both a transmission line 
component as well as a substation or bad component. 

GAS CONSUMPTION 

Based on the volume of natural gas consumed annually by all gas f i r d  
generating units within the Entergy System. 
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Used for the allocation of costs assodated with services in support of gas 
purchased for gas fired generation units. 

TAX INCOME AND DEDUCTION RATIO 

Based on the prior years' Federal Income Tax return, total Income and 
Deductions. 

Used for the allocation of costs associated with the preparation of consolidated 
Federal income tax returns and research of Federal tax issues. 

LEVEL OF €SI SERVICE 

Based on €SI total billings to each System company, excluding corporate 
overhead. 

Used for the allocation of costs associated with support of ESI as a legal entity. 
* -  

SYSTEM CAPACITY (NON-NUCLEAR) 

Based on the power level, in kilowatts, that could be achieved if all non-nudeaf 
generating units were operating at maximum capability simultaneously. 

, 

Used primarily for the allocation of costs associated with the support of the fossil 
operations of the System. This would include services provided by plant support, 
environmental and purchasing. 

LABOR DOLLARS BILLED 

Based on total labor dolfars billed to each company. 

Used primarily to allocate the costs associated with employee benefits plans, 
payroll taxes, departmental indirect costs and performance based compensation 
plans for ESI employees. 

DISTRIBUTION LINE MILEQ 

Based on the number of miles of distribution lines of 34.5kv or less. 

Used primarily for the allocation of costs associated with project design, 
maintenance and installation of Entergy distribution lines. 

COAL CONSUMPTION 

0ased on the quantity of tons of coal delivered for a twelve month period to each 
coal plant within the Entergy System. 
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Used for the allacation of costs associated with services in support of Goal 
purchased for coal generating units 

ACCOUNTS PAYABLE TRANSACTIONS 

Based on the number of accounts payable transactions processed annually for 
each Entergy System Company. 

Used for the allocation of costs associated with the support of the accounts 
payable fundion. 

SQUARE FOOTAGE 

Based on square footage occupied by ESI functional business units. 

Used primarily to allocate the costs assodated with facilities supervision and 
.. 

support. 

INSURANCE PREMIUMS [NON-NUCLEAR1 

* .  Based on non-nuclear insurance premiums. 

Used for the allocation of costs associated with risk management. 

ASSET RECORDS 

Based on the number of asset records at period end. 

Used for the allocation of costs associated with the fixed asset accounting 
function. 

AVERAGE OUTSTANDING CAPITAL EXPENDITURE AUTHORlZATIONQ 

Based on a twelve-month average of outstanding CEA's. 

Used for the allocation of costs associated with the capital project costing 
accounting fundion. 

TOTAL ASSETS 

Based on total assets at period end. 

Used primarily to aflocate casts associated with the oversight and safeguarding 
of corporate assets. This would include services provided by financial 
management and certain finance functions, among others. Also used when the 

LCEA'S] 
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services provided are driven by the relative size and complexity of the System 
Companies and there is no functional relationship between the services and any 
other available allocation formula. 

BANK ACCOUNT8 

Based on the number of bank accounts at period end. 

Used for the allocation of costs associated with daily cash management 
activities. 

COMPUTER USAGE COMPOSITE 

Based on three components: Customers (52% weighting), General Ledger 
Transactions (29% weighting) and Employees (1 9% weighting), with weighting 
based on historical usage. 

Used primarily for the allocation of costs associated with the mainframe 
computer, unix sewers and related database administration. 

GENERAL LEDGER TRANSACTIONQ 

Based on the number of general ledger transactions for the pen'od. 

Used primarily for the allocation of costs associated with general ledger activities, 
including related information systems, and for general accounting activities. 

CUSTOMERS AND EMPLOYEES COMBlNATlOY 

Eased on *e equal weighting of a twelvemonth average of residential, 
commercial, industrial, government and municipal general business electric and 
gas customers and on the number of full-time employees at period end. 

Used primarily for systems that support both customers and employees. 
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Amendment To 

Service Agreement 

The parties hereto do hereby stipulate and agree to that the SERVICE 

AGREEMENT entered into by and between them under date of Ami1 1, 1963, 

and as heretofore amended on Januarv 1, 1972, Ami1 27, 1984, Awust 1. 1988, 

-- January 28.1991 , Januarv 1, 1992, January 1, 1996, and Januarv 1,1998 be 

and the same hereby is further amended by substituting for the Supplement io 

Exhibit ll to the SERVlCE AGREEMENT, the attached revised Supplement to 

Exhibit II. This Amendment is made and entered into as of January 1, 1999. 

ENTERGY SERVICES, INC. 

B Y 4 z c L w L w L i  X L p  
Vice President and Chief mounting Officer 

ENTERGY ARKANSAS, INC. 

President and CEO 
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ALLOCATION FORMULAE FOR 
GROUPS OF CLIENT COMPANM 

Exhibit II, Supplement 

Note: Each allocation formula will be based on data relevant to participating 
Client Companies to whom the services are provided and the department 
providing the service. 

ENERGY SALES 

Based on total kilowatt-hours of energy sold to consumers. 

Used primarily for the allocation of costs associated with the financial analyses of 
sales and related items. 

CUSTOMERS 

Based on a twelve-month average of residential, commercial, industrial, 
government, and municipal general business electric and gas customers. 

Used primarily for the allocation of costs associated with the support of customer 
based services. Would include customer service and support, marketing, 
economic forecasts, environmental services, financial and regulatory analyses 
and customer information systems. 

EMPLOYEES 

Based on the number of full-time employees at period end. 

Used primarily for the allocation of costs associated with the support of 
employee-based services. Would include administration of employee benefits 
programs, employee communications, employee tfaining, various facilities-based 
benefits and information technology desktop support. 

RESPONSIBILITY RATIO 

Based on the ratio of the company's load at time of system peak bad. The peak 
load is .the average of the twelve monthly highest clock-hour demands in 
kiiowatts of the interconnwted system occurring each month coincident with the 
system peak load. 
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Used primarily for the allocation of costs incurred in fossil plant support and 
integrated planning. 

COMPOSITE - TRANSMISSION, DISTRIWTIONICUSTOMER SERVICE 

Based on four components of equal weighting: kilowatt-hour energy sales; 
average customers; number of distribution and customer service/support 
employees; and the TransmissionlSubstation Composite Allocation Method. 

Used primarily for the allocation of costs incurred in the support of the overall 
transmission and distribution system of Entergy’s Operating Companies. These 
costs are related to sales, transmission lines or substations, customers or 
customer service/support employees. 

TRANSMlSSlON LlNE MILES 

Based on the number of miles of transmission lines, weighted for design vdtage 
(Voltage e 400kv = 1; Voltage >=40Okv =2). 

Used primarily for the allocation of costs associated with project design, 
maintenance and installation of Entergy transmission lines. 

SUBSTATIONS 

Based on the number of high voltage substations weighted for Voltage (Voltage 
5OOkv = 1; Voltage >= SOOkv = 2). 

Used primarily for the allocation of related engineering and technical support for 
transmission and distribution substation operations and maintenance as well as 
for engineering and project management associated with substation construction. 

COMPOSITE - TRANSMISSION LINES/SUBSTATIONS 

Based on two components: Transmission Line Miles (30% weighting) and the 
Number of High Voltage Substations (70% weighting). 

Used primarily for the allocation of the costs associated with the support of the 
transmission and distribution function that have both a transmission line 
component as well as a substation or load component. 

GAS CONSUMPTION 

Based on the volume of natural gas consumed annually by all gas fwed 
generating units within the Entergy System. 
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Used for the allocation of costs associated with services in support of gas 
purchased for gas fired generation units. 

TAX INCOME AND DEDUCTION RATIO 

Based on the prior years' Federal Income Tax return, total Income and 
Deduct ions. 

Used for the allocation of costs associated with the preparation of consolidated 
Federal income tax returns and research of Federal tax issues. 

LEVEL OF ESI SERVICE 

Based on ESI total billings to each System company, excluding corporate 
overhead. 

Used for the allocation of costs associated with support of €SI as a legal entity. 

SYSTEM CAPACITY (NON-NUCLEAR) 

Based on the power level, in kilowatts, that could be achieved if all non-nuclear 
generating units were operating at maximum capability simultaneously. 

Used primarily for the allocation of costs associated with the support of the fossil 
operations of the System. This would include services provided by plant support, 
environmental and purchasing. 

LABOR DOLLARS BILLED 

Based on total labor dollars billed to each company. 

Used primarily to allocate the costs associated with employee benefits plans, 
payroll taxes, departmental indirect costs and performance based compensation 
plans for €SI employees. 

DISTRIBUTION LINE MILES 

Based on the number of miles d distribution lines of 34.5kv or less. 

Used primarily for the allocation of costs associated with project design, 
maintenance and instaHatbn of Entergy distribution lines. 

COAL CONSUMPTION 

Based on the quantity of tons of coal delivered for a twelve month period to each 
coal plant within the Entergy System. 
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Used for the allocation of costs associated with sewices in support of coal 
purchased for coal generating units 

ACCOUNTS PAYABLE TRANSACTIONS 

Based on the number of accounts payable transactions processed annually for 
each Entergy System Company. 

Used for the allocation of costs associated with the support of the accounts 
payable function. 

SQUARE FOOTAGE 

Based on square footage occupied by ESI functional business units. 

Used primarily to allocate the costs associated with facilities supervision and 
support. 

INSURANCE PREMIUMS INON-NUCLEAR) 

Based on non-nuclear insurance premiums. 

.. Used for the allocation of costs associated with risk management. 

ASSET RECORDS 

Based on the number of asset records at period end. 

Used for the allocation of costs associated with the fixed asset accounting 
function. 

AVERAGE OUTSTANOING CAPITAL EXPENDITURE AUTHORIZATIONS 
LCEA'Sl 

Based on a twelvemonth average of outstanding CEA's. 

Used for the allocation of costs associated with We capital project costing 
accounting function. 

TOTAL ASSETS 

Based on total assets at period end. 

Used primarily to allocate costs associated with the oversight and safeguarding 
of corporate assets. This wouM include services provided by financial 
management and certain finance functions, among others. Also used when the 
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services provided are driven by the relative size and complexity of the System 
Companies and there is no functional rdationship between the services and any 
other available allocation formula. 

BANK ACCOUNTS 

Based on the number of bank accounts at period end. 

Used for the allocation of costs associated with daily cash management 
activities. 

COMPUTER USAGE COMPOSITE 

Based on three components: Customers (52% weighting), General Ledger 
Transactions (29% weighting) and Employees (1 9% weighting), with weighting 
based on historical usage. 

Used primarily for the allocation of costs associated with the mainframe 
mmputer, unix sewers and related database administration. 

Based on the number of general ledger transactions for the period. 

Used primarily for the allocation of costs associated with general ledger activities, 
including related information systems, and for general accounting activities. 

CUSTOMERS AND EMPLOYEES COMBINATION 

Based on the equal weighting of a twelve-month average of residential, 
commercial, industrial, government and municipal general business electric and 
gas customers and on the number of full-time employees at period end. 

Used primarily for systems that support both customers and employees. 

Based on capacity and use of the Entergy System's fiber optic network. 

Used primarily for the allocation of fber optic operations and maintenance 
expenses. 
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Amendment To 

Service Agreement 

The parties hereto do hereby stipulate and agree to that the SERVICE 

AGEEMENT entered into by and between them under date of April 1,1963, 

and as heretofore amended on January 1,1972, April 27, 1984, August 1, 1988, 

January 28,1991, January 1,1992, January 1,1996, January 1,1998 and 

- January 1, 1999 be and the same hereby is further amended by substituting for 

Exhibit I I  and the Suppiemnt to Exhibit II to the SERVICE AGREMENT, the 

attached revised Exhibit II and revised Supplement to Exhibit II. This 

Amendment is made and entered into as of January 1,2000. 

ENTERGY SERViCES, INC. 

BY 
Vice President and 

ENTERGY ARKANSAS, INC. 
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Exhibit rr 

METHODS OF ALLOCATING COSTS AMONG CLIENT COMPANIES 
RECEIVING ~ E R V I C E  UNDER THIS AND SIMILAR SERVICE AGREEMENTS 

WITH ENTERGY SERVICES, INC. (SERVICES) 

I.. 

2. 

The costs of rendering service by Services will 

include all costs of doing business including interest 
on debt but excluding a return for  the use of 

Services' initial equity capital mounting to $20,000. 

{a) Services will maintain a separate record of the 
expenses of each department. The expenses of 

, each department will include: 

(i) those e-upenses that are directly 

attributable to such degartment, 
an appropriate portion of those office and 

housekeeping expenses that are not 
directly attributable to a department but 

which are necessary to the operation of 
such department, and 

an appropriate portion of those expenses 

of other Services' departments necessary 

to support the operat.ion of the 
department. 

(ii) 

(iii) 

(b) Expenses of the department will include salaries 

and wages of employees, including social security 

t a x e s ,  vacations, paid absences, sickness, 

ernployee disability expenses, and other employee 
welfare expenses, rent and utilities, desktoas.  
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expenses attributable to the department. 

(c) Departmental expense will be categorized into one 
of three classes: 

(i) those expenses which are directly 

attributable to specific services rendered 

to a Client Company or group of Client 
Companies (Departmental Direct Costs), 

(ii) those expenses which are attributable to 

the overall operation of the department 
and not to a specific service provided to 

Client Companies'(Departn~ta1 Indirect 
Costs) (these expenses include not only 

the salaries and wages of employees, but 

also other  related employment costs 

described in Section 2 (b) above), and 
(iii) those expenses which are attributable to 

the operation Q €  other departments of 
Services as well as to a specific service 
provided to the Client Companies 

(Departmental Support Service Costs) . 
(a) The indirect expenses of the department will not 

include : 

(i) those incremental out-of-pocket expenses 
that are incurred for the direct benefit 
and convenience of a Client Company or a 

group of Client Companies and are to be 
directly charged to such Client Company or 
group of Client Companies; and 

(ii) Services' overhead expenses that are 
attributable to maintaininy the corporate 

existence of Services, franchise and other 

Page 2 
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overhead expenses including those auditing 

fees and accounting department expenses 

attributable to Services (Indirect 
Corporate Costs). 

(e) Services will establish annual budgets f o r  

controlling the expenses of each service 

department and those expenses outlined above in 
Section 2 (d), which are not department specific. 

Employees in each department will maintain a record of 
the time they are employed in rendering service to 

each Client Company or group bf Client Companies. The 
hourly rate for each employee will be determined each 

pay period. 
(a) - The charge to a Client Company or a group of 

Client Companies for a particular service will be 
the sum of the figures derived by multiplyhg the 

hours reported by each employee in rendering such 

service by the hourly rate applicable to such 
employee and other direct allocated expenses. 

Departmental Indirect Costs as defined in 2 ( c )  

(ii) will be loaded onto project codes in 
proportion to the direct salaries and wages 

charged to all project codes. 

Departmental Support Service Costs as defined in 
2(c) (iii) will be allocated to other internal 
Services departments and the Client Companies 
using conswnption-based billing methods, with 

these costs then distributed by function. Any 

c o s t s  that remain at Services after this initial 

billing will be loaded onto project codes in 
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charged to all project codes. 

5 .  Those expenses of Services that are n o t  included in 
the expenses of a department under Section 2 above 
will be charged to Client Companies receiving service 

as follows: 

(a) Incremental out-of-pocket costs incurred for the 
direct benefit and convenience of a Client 
Company or a group of Client Companies will be 
charged directly to such company or group of 
companies. 
The Indirect Corporate Ckts of Services referred 

to above in Section 2(d) (ii) will be allocated 

among the Client Companies in the same prqortion 
as the charges to the Client Companies, excluding 

Indirect Corporate Costs. 

(b) 

(c) if the method of allocation of Departmental 

Indirect Costs (Section 4 ( b ) ) ,  Departmental 
Support Service Costs (Section 4 (c) 1 ,  o r  Indirect 

Corporate Costs (Section 5 ( b ) ) ,  would r e s u l t  in 
an inequity because of a change in operations or 

organization of the Client Companies, then 
Services may adjust the basis to effect an 

equitable distribution. Any such change in 

allocation shall be made only after first giving 
the Commission written notice of such proposed 

change not less than 60 days prior to the 
proposed effectiveness of any such change. 

6. On the basis of the foregoing, monthly bills will be 

rendered to Client Company. Billing procedures and 

mounts  will be cpen to audit by Client Company and by 
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respect of the Client Company. 
7. When services are rendered to a group of Client 

Companies, costs of such service shall be allocated 

equitably among the Companies based on the nature and 
scope of the service rendered according to the 

formulae outlined in Exhibit 11, Supplement. 

Page 5 
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Exhibit C 

ALLOCATION FORMULAE FOR 
GROUPS OF CLIENT COMPANIES 

Exhibit I I ,  Supplement 

Note: Each allocation formula will be based on data relevant to participaaing 
Client Companies to whom the services are provided and the department 
providing the service. 

ENERGY SALES 

Based on total kibwatt-hours of energy sold t6 consumers. 

Used primarily for the allocation of costs associated with the financial analyses of 
sales and related items. 

CUSTOMERS 

Based on a twelve-month average of residential, commercial, industfial, 
government, and municipal general business electric and gas customers. 

Used primarily for the allocation of costs associated with the support of customer 
based services. Would include customer service and support, marketing, 
economic forecask, environmental services, financial and regulatory analyses 
and customer information systems. 

EMPLOYEES 

Based on the number of full and part time employees at period end. 

Used primarily for the allocation of costs associated with the support of 
employee-based services. Would include administration of employee benefits 
programs, employee communications, employee training, and various facilities- 
based benefits. 

RESPONSI BI LlTY RATIO 

Based on the ratio of thecompany's load at time of system peak load. The peak 
load is the average of the twelve monthly highest clock-hour demands in 
kilowatts of tne intwconnected system wcurrirtg each month coincident with the 
system peak load. 
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Used primarily for the allocation of costs incurred in fossil plant support and 
integrated planning. 

TRANSMISSION LINE MILES 

Based on the number of miles of transmission lines, weighted for design voltage 
(Voltage c 400kv = 1; Voltage >=400kv =2). 

Used primarily for the allocation of costs associated with project design, 
maintenance and installation of Entergy transmission lines. 

SUBSTATIONS 

Based on the number of high voltage substations weighted for Vottage (VoMage c 
SOOkv = 1; Voltage >= 500kv = 2). 

Used primarily for the allocation of related engineering and technical support for 
transmission and distribution substation operations and maintenance as well as 
for engineering and project management associated with substation construction. 

* 

- COMPOSITE - TRANSMISSION LINES/SUBSTATIONS 

Based on two components: Transmission line Miles (30% weighting) and the 
Number of High Voltage Substations (70% weighting). 

Used primarily for the aliocation of the costs associated with the support of the 
transmission and distribution function that have both a Zfansmission line 
component as well as a shstation or load component. 

GAS CONSUMPTION 

Based on the volume of natural gas consumed annually by all gas fired 
generating units within the Entergy System. 

Used for the allocation of costs associaled with services in support of gas 
purchased for gas fired generation units. 

TAX INCOME AND DEDUCTION RATIO 

8ased on the prior years’ Federal Income Tax return, total Income and 
Deductions. 

Used for the atlocation of costs associated with the preparation of consolidafed 
Federal income tax returns and resea& of fdcsal  tax issues. 
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Based on €SI total biliings to each System Company, excluding €SI corporate 
overhead. 

Used for the allocation of coSas associafed with support of €SI as a legal entity. 

SYSTEM CAPACITY /NON-NUCLEAR) 

Based on the power level, in kilowatts, that could be achieved if all non-nuclear 
generating units were operating at maximum capability simultaneously. 

Used primarily for the allocation of costs associated with the support of the fossil 
operations of the System. This would include services provided by plant support, 
environmental and purchasing. 

- LABOR DOLLARS BILLED . 
Based on total labor dollars billed to each System Company. 

Used priqrily to aSloca-te certain empioyee-related costs and the costs 
associated with depreciation. 

DISTRIBUTION LINE MILES 

Based on the number of miles of distribution lines of 34.5kv or less. 

Used primarily for the allocation of costs associated with project design, 
maintenance and installation of Entergy distribution lines. 

COAL CONSUMPTION 

Based on the quantity of tons of coal delivered for a twelve-month period to each 
coal plant within the Enkrgy System. 

Used for the allocation of costs associated with sewices in support of coal 
purchased for coal generating units 

ACCOUNTS PAYABLE TRANSACTIONS 

Based on the number of accounts payable transactions processed annually for 
each Enkrgy System Company. 

Used for tfu? allocation of cosls associated with the suppod of the amwrits 
payable function. 

! 
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Based m non-nuciear insurance premiums. 

Used far the allocation of costs associated with risk management. 

ASSET RECORDS 

Based on the number of asset records at period end. 

Used for the allocation of costs associated with the fixed asset accounting 
function. 

AVERAGE OUTSTANDING CAPITAL EXPENDITURE AUTHORIZATIONS 
lCEA’S) 

Based on a twelve-month average of outstanding CEA’s. 

Used for the allocation of costs associated with the capital project costing 
accounting function. 

TOTAL ASSETS 

Based on total assets at period end. 

Used primarily to allocate costs associated with the oversight and safeguarding 
of corporate assets. This would include services provided by financial 
management and certain finance functions, among others. Also used when the 
services provided are driven by the relative size and complexity of the System 
Companies and there is no functional relationship between the services and any 
other available allocation formuia. 

BANK ACCOUNTS AND QPC’S 

Based on the number of bank accounts and quick payment centers (QPC’s) at 
period end. 

Used for the allocation of costs associated with daily cash management 
activities. 

COMPUTER USAGE COMPOSITE 

Based on three components: Customers (52% weighting), General Ledger 
Transactions (29% weighting) and Empioyees (19% weighting), with weighting 
based on historical usage. 
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Used primarily for the alfoca4ion of cosb associaled with the mainframe 8mat?# 
and related database administration. 

GENERAL LEDGER TRANSACTIONS 

Based the number of general ledger hamactions lor :he period. 

Used primarily for the allocation of costs associated with general ledger activities, 
including related information systems, and for general accounting activities. 

FIBER 

Based on capacity and use of the Entwgy System's fiber optic network. 

Used primarily for the aNocation of fiber optic uperation and maintenance 
expenses . 
NUCLEAR UNITS 

Based on the number of nuclear units managed and operated by each Entergy 
System Company. 

Used primarily to allocate nuclear fuel-related services. 

NUCLEAR SITES 

Based on the number of nuclear sites managed and operated by each Entergy 
System Company. 

Used to allocate miscellaneous nuclear-related services. 

TWO-WAY RADIOS 

Based on the number of two-way radios within each Legal Entity. 

Used for the allocation of costs associated with the support and maintenance 
provided by the Information Technology department for the two way radio 
system. 

NUMBER OF PC's 

Sased on the number of PC's within each Legal Entity a4 period .end. 

Used primarily for the allocation of costs associated with the maintenance and 
silpport of desktop PC's. 
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Based on the number of paychecks issued to each Legal Entity. 

Used for the allocation of costs associated with the processing of payroil. 

REMOTE ACCESS SERVICE [RAS) ID’S 

Based on the number of RAS ID’S within each Legal Entity at period end. 

Used for the allocation of costs associated with providing Remote Access 
Service to Entergy employees and contractors. 

SQUARE FOOTAGE 

Based on square footage occupied by all Legal Entities @ALL) and the regulated 
companies (SREG). * 

Used primarily 40 alloca4e the costs associated with facilities supervision and 
Support. 

TRANSITION TO COMPETITION 

Based on a twelve-month average of residential, commercial, industrial, 
government, and municipal general business of gas and/or electric customers. 

Used primarily for the allocation of costs associated with the management 
support of the Entergy System’s strategy for and transition to competition. 

TELEPHONES 

Based m the number of telephones within each Legal Entity at period end. 

Used for the allocation of costs associated with maintenance and support of 
telephones. 

CALL CENTERS 

Based on the number of customer calls for each Legal Entity at period end. 

Used fos the aliocation of costs associated with customer service support 
centers. 

EGSI TTC Cost Case 3A-76 2176 1 



Exhibit CEBSB 1 
2005 TTC Cost Case 

Page 77 of 121 SUPPLY CHAIN - Inventory Manaqernent T & D Transfers 

Based on the number of transfer transactions for transmission and distribution 
(T & D) for each Legal €ntity at period end. 

Used for the allocation of costs associated with management and operation of 
inventmies, excluding Fossil and Nuclear. 

SUPPLY CHAIN - Investment Recovery Total Revenue 

Based on the doliar amount of investment recovery revenue generated within 
each Legal Entity at period end. 

Used for the allocation of costs associated with the management and operations 
of investment recovery. 

SUPPLY CHAIN - Procurement Total Spendlnq 

Based on the dollar amount of procurement spending within each Legal Entity at 
period end. 

Used for the allocation of costs associated with procurement activities for the 
Entergy System. 

. .  
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Anieridnient To 

Service Agreement 

The parties hereto do hereby stipulate and agree to that the SERVICE AGREEh4EKT 

entered info by and between them under date of_April 1. 1963, and as heretofore amended 

011 Januay-1. 1972, April 27. 1984, Aueust 1 .  1988, Janiiarv 28. 1991, Jaiiuay 1, 1992. 

JanuaryJ, 1996, January 1. 1998, Janualv 1. 1999 and January 1. 2000 be and the same 

hereby is fbrther amended by substituting for the Supplement to Exhibit I1 to the 

SERVICE AGREEMENT, the attached revised Supplement to Exhibit 11. This 
Amendnwit is made and entered into as of January 1, 2001. 

ENTERGY SERVICES, INC. 
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Exhibit B 

ALLOCATION FOIIJI.IULAE FOR 
GROUPS OF CLlENT CO31PASIES 

Exhibit 11, Suppletiient 

Note: Each allocation formula wi4l be based on data relevant to participating Client 
Companies to whoin the services are provided. 

ESERGY SALES 

Based on total kilowatt-hours of energy sold to consumers. 

Used primarily for the allocation of costs associated with the financial analyses of sales 
and related items. 

CUSTOMERS 

Based on a twveive-month average of residential, conimercial, industrial, government, and 
municipal general business electric and gas customers. 

Used primarily for (lie allocation of costs associated with the support of customer based 
services. Would include customer service and support. marketing, economic forecasts, 
environmental services, financial and regulatory analyses and customer information 
systems. 

EMPLOYEES 

Based on the number of MI-time eniployees at period end. 

Used primarily for the allocation of costs associated with the support of employee-based 
services. Would include administration of employee benefits programs, employee 
communications, employee training, various facilities-based benefits and information 
technology desktop support. 

RESPOKSlBlLITY RATIO 

Based on the ratio of tlic coinpany's load at time of system peak load. The peak load is 
the average of the twlve  monthly highest clock-hour demands in kilowatts of the 
interconnected system occurring each month coincident with the s@em peak load. 

Used primarily for h e  allocation of costs incurred in  fossil plant suppoit and integrated 
planning. 
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COhIPOSlTE - TFUNS3lISSION, DISTRlBUTION/CUSTORlER SERVICE 

Based on four components of equal weighting: kilowatt-hour energy sales; average 
customers; number of distribution and customer servicehpport employees; and the 
TransmissiodSubstation Coniposite Allocation Method. 

Used primarily for the allocation of costs incurred in the support of the overall 
transmission and distribution system of Entergy’s Operating Companies. These costs are 
related to sales, transmission lines or substations, customers or customer servicdsupport 
employees. 

TRANSMISSION LIHE MILES 

Based on the number of miles of transmission lines, weighted for design voltage (Voltage 
< 400kv = 1; Voltage >-4OOkv =2). 

Used primarily for the allocation of costs associated with project design, maintenance and 
installation of Entergy transmission lines. 

SUBSTATIONS 

Based on  the number of high voltage substations weighted for Voltage (Vdtage < 5OOkv 
= 1; Voltage >= SOOkv = 2). 

Used primarily for the allocation of related engineering and technical support for 
transmission and distribution substation operations and maintenance as well as for 
engineering and project management associated with substation construction. 

COMPOSITE - TRANSMJSSION J,liVES/SUBSTATIONS 

Based on tvm componerits: Transmission Line Miles (30% weighting) and the Number of 
High Vokage Substations (70% weightins). 

Used primarily for the allocation of the costs associated with the support of the 
transmission and distribution function that have both a transmission line component as 
well as a substation or load component. 

GAS CONSUMPTION 

Based on the volume of natural gas consunied annually by all gas fired generating units 
within the Entergy System. 

Used for the altocation of costs associated with services in support of gas purchased for 
gas fired generation units. 
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TAX ISCO31E AND DEDUCTIOS RATIO 

Based on the prior years' Federal Income Tax return, total income and Deductions. 

Used for the allocation of costs associated with the preparation of consolidated Federal 
income tax returns and research of Federal tax issues. 

LEVEL OF ESI SERVICE 

Based on ESI total billings to each System company, excluding corporate overhead. 

Used for the allocation of costs associated with support of ESI as a legal entity. 

SYSTElI CAPACITY (NON-NUCLEAR) 

Based on the power level, in kilowatts, that could be achieved if all non-nuclear 
generating units were operating at niaxinium capability sirnuttancously. 

Used primarily for the allocation of costs associated \\it11 the support of the fossil 
operations of the System. This would include services provided by plant support, 
environmental and purchasing. 

I,.-iBOR DOLLARS BJLLED 

Based on total labor dollars billed to each company. 

Used primarily to allocate the costs associated with einployes benefits pk 
taxes, departmental indirect costs and performance based coinpensation p h i s  .Q. ._l_ll 

employees. 

DISTFUBUTXON LINE MILES 

Based on the number of niiles of distribution lines of 34.5kv or less. 

Used primarily for the allocation of costs associated with project design, maintenance and 
installation of Entergy distribution lines. 

COAL CONSUMPTION 

Based on the quantity of tons of coal delivered for a twelve inonth period to each coal 
plant ivithin the Entergy Systetn. 

Used for the allocation of costs associated with services in support ofcoal purchased for 
coal generating units 
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ACCOUSTS PAYABLE TRANSACTIOSS 

Based on the number of accounts payable transactions processed annually for each 
Entergy System Company. 

Used for the allocation ofcosts associated witfi the support of the accounts payable 
function. 

SOUARE FOOTAGE 

Based on square footage occupied by ESI fhctional business units. 

Used primarily to allocate the costs associated with facilities supervision and support. 

INSC'MNCE PREMIlJ>IS (NON-NUCLEAR) 

Based on non-nuclear insurance premiums. 

Wsed for the allocation of costs associated with risk management. 

ASSET RECORDS 

Based on the number of asset records at period end. 

Used for the allocation of costs associated with the fised asset accounting hnction. 

- A V E RAG E OU TSTA X D J3 G C A P 1 TAL EX P EN D 1T URE -4 U TH 0 R17&4_Tj(! U_S 
/ CEA'S) 

Based on a twelve-month a\*erage of outstanding CEA's and SJO's. 

Used for the allocation ofcosts associated with the capital project costing accounting 
function. 

TOTAL ASSETS 

Based on total assets at period end. 

Used primarily to allocate costs associated with the oversight and safeguarding of 
corporate assets. This would iticlude services prolided by financial management and 
certain finance hnctions, arnong others. Also used when the senices provided are driven 
by the relative size and complexity of the System Companies and there is no fbnctional 
relationship between the sen.ices and any &er available allocation formuia. 
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- RANK ACCOUSTS 

Based on the number of bank accounts at period end. 

Used for the allocation of costs associated with daily cash management activities. 

COMPUTER USAGE COMPOSITE 

Based on three components: Customers (52% weighting), General Ledger Transactions 
(29?/0 weighting) and Employees ( 1  9% weighting), \vith weighting based on historical 
usage. 

Used priniarily for the ailocation of costs associated with the mainframe computer, unix 
sewers and related database administration. 

GENERAL LEDGER TRAKSACTIONS 

Based on the number of general ledger transactions for the period. 

Used primarily for the allocation of costs associated with general ledger activities, 
including related information systems, and for getitxal accounting activities. 

TR4SSITION TO COl’vfPETITION 

Based on a twelve-month average of residential, coniinercial, industrial, government, and 
municipal general business of gas and/or electric customers. 

Used primarily tor the ailocation ofcosts associated with the management support UI tilL 
Etitergy System’s strategy for and transhion to conipet it ion. 

TELEPHONES 

Based on the number of telephones within each Legal Entity at period end. 

Used for the allocation of costs associated with maintenance and support of telephones. 

FIB E R 

Based on capacity and use of the Etitergy System’s fiber optic network. 

Used primarily for the allocation of fiber optic operations and maintenance expenses. 

5 
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NUCLEAR UNITS 

Based on the number of nuclear units managed and operated by each Entergy System 
Company. 

Used primarily to allocate nuclear fuel-related services. 

NUCLEAR SITES 

Based on the number of nuclear sites managed and operated by each Entergy System 
Company. 

Used to allocate miscellaneoi~s nuclear-related services. 

CALL CENTERS 

Based on the number of customer calls for each Legal Entity at period end. 

Used for the allocation of costs associated with custoiner senice support centers. 

ACCO USTS RECEIVABLE L. VOICES 

B a d  on the number of accounts receivable in\:oices processed annually for each 
Entergy System Company. 

Used for the allocation of costs associated with the support of the accounts receivable 
function. 

PROPERTY AND LJABILITY PAID LOSSES 

Based on a five-year annual average of the property and liability losses paid by the 
system companies. 

Used for the allocation of costs associated with the operation and maintenance of the Risk 
Information System. 

COMPOSITE- SUPPLY CHAIN (Numbcr of Transactions. Stockroom Count and 
P r o  c 11 re 111 en t Tot a I Spending 

Based an time coniponents with weighting to each: number of transactions (37.5%), 
stockroom count (37.5%), and procurement total spending (2506). 

Used for the ahcat ion ofcosts associated with the management and operations of the 
materials management and work order processing system. 
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S L; P PLY C I i A I S - I iisc 11 to rv  R l  a n agem e 11 t Fossil, Trans m is s i o n &I D i s  t rib u t ion 
Issues, Transfers & Returns 

Based on the number of issues, transfer & return transactions for each Legal Entity at 
period end. 

Used for the allocation ofcosts associated with the management and operations of 
investment recovery, including Fossil, but excluding N d e a r .  

SUPPLY CHAIN - Procurement Total Saending 

Based on the dollar amount of procurement spending within each Legal Entity at period 
end. 

Used for the aHocation of costs associated \vith procurement activities for the Entergy 
System. 
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The parties hereto do hereby stipulate and agree to that the SERVICE AGREEMENT 
entered into by and between them under date of ADril 1,1963, and as heretofore amended 
on January 1.1972, April 27. 1984, Aunust 1. 1988, Januaw 28. 1991. January 1. 1992, 

January 1. 1996, January 1. 1998, Januarv 1. 1999, January 1,2000 and Januarv 1.2001 

be and the same hereby is further amended by substituting for the Supplement to Exhibit 

II to the SERVICE AGREEMENT, the attached revised Supplement to Exhibit Il. This 

Amendment is made and entered into as of April 1,2002. 

ENTERGY SERVICES, INC. 

ENTERGY ARKANS 

! 
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ALLOCATION FORMULAE FOR 
GROUPS OF CLIENT COMPANIES 

Exhibit 11, Supplement 

Note: Each allocation formula will be based on data relevant to participating 
Client Companies to whom the services are provided. 

ENERGY SALES 

Based on total kilowatt-hours of energy sold to consumers. 

Used primarily for the allocation of costs associated with the financial analyses of 
sales and related items. 

CUSTOMERS 

Based on a twelvemonth average of residential, commercial, industrial, 
government, and municipal general business electric and gas customers. 

i Used primarily for the allocation of costs associated with the support of customer 
based services. Would include customer service and support, marketing, 
economic forecasts, environmental services, financial and regulatory analyses 
and customer information systems. 

EMPLOYEES 

Based on the number of full-time employees at period end. 

Used primarily for the allocation of costs associated with the support of 
employee-based services. Would include administration of employee benefrts 
programs, employee communications, employee training, and various facilities- 
based benefits and information technology desktop support. 

RESPONSlBlLllY RATIO 

Based on the ratio of the company's load at time of system peak load. The peak 
toad is the average of the twelve monthly highest clock-hour demands in 
kilowatts of the interconnected system occurring each month coincident with the 
system peak load. 

Used primarily for the allocation of costs incurred in fossil plant support and 
integrated planning. 
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TRANSMISSION LINE MILES 

Based on the number of miles of transmission lines, weighted for design voltage 
(Voltage < 400kv = 1; Voltage >=4OOkv =2). 

Used primarily for the allocation of costs associated with project design, 
maintenance and installation of Entergy transmission lines. 

SUBSTATIONS 

Based on the number of high voltage substations weighted for Voltage (Voltage 
5OOkv = 1; Voltage >= 500kv = 2). 

Used primarily for the allocation of related engineering and technical support for 
transmission and distribution substation operations and maintenance as well as 
for engineering and project management associated with substati an construction. 

Based on two components: Transmission Line Miles (30% weighting) and the 
Number of High Voltage Substations (70% weighting). 

Used primarily for the allocation of the costs associated with the support of the 
transmission and distribution function that has both a transmission line 
component as well as a substation or load component. 

GAS CONSUMPTION 

Based on the volume of natural gas consumed annually by all gas fired 
generating units within the Entergy System. 

Used for the allocation of costs associated with services in support of gas 
purchased for generation units. 

LEVEL OF ESI SERVICE 

Based on €SI total billings to each System company, excluding corporate 
overhead. 

Used for the allocation of costs associated with support of ESI as a legal entity. 

2 
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SYSTEM CAPACITY (NON-NUCLEAR) 

Based on the power level, in kilowatts, that could be achieved if all non-nudear 
generating units were operating at maximum capability simultaneously. 

Used primarily for the allocation of costs associated with the support of the fossil 
operations of the System. This would include services provided by plant support, 
environmental and purchasing. 

LABOR DOLLARS BILLED 

Based on total labor dollars billed to each company. 

Used primarily to allocate the costs associated with employee benefits plans, 
payroll taxes, departmental indirect costs and performance based compensation 
plans for €SI employees. 

DISTRIBUTION LINE MILES 

Based on the number of miles of distribution lines of 34.5kv or less. 

Used primarily for the allocation of costs associated with project design, 
maintenance and installation of Entergy distribution lines. 

COAL CONSUMPTION 

Based on the quantity of tons of coal delivered for a twelve-month period to each 
coal plant within the Entergy System. 

Used for the allocation of costs associated with services in support of coal 
purchased for mal generating units. 

ACCOUNTS PAYABLE TRANSACTIONS 

Based on a twelve-month number of accounts payable transactions processed. 

Used for the allocation of costs associated with the support of the accounts 
payable function. 

SQUARE FOOTAGE 

Based on square footage occupied by €SI functional business units. 

Used primarily to allocate the costs associated with facilities supervision and 
support. 
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INSURANCE PREMIUMS (NON-NUCLEAR) 

Based on non-nuclear insurance premiums. 

Used for the allocation of costs associated with risk management. 

ASSET LOCATIONS 

Based on the number of asset locations at period end. 

Used for the allocation of costs associated with the fixed asset accounting 
function. 

CAPITAL EXPENDITURE AUTHORIZATIONS KEA1 

Based on a twelve-month average of outstanding Capital Expenditure 
Authorizations and Storm Job Orders. 

Used for the allocation of costs associated with the capital project costing 
accounting function. 

TOTAL ASSETS 

Based on total assets at period end. 

Used primarily to allocate costs associated with the oversight and safeguarding 
of corporate assets. This would include services provided by financial 
management and certain finance functions, among others. Also used when the 
services provided are driven by the relative size and complexity of the System 
Companies and there is no functional relationship between the services and any 
other available allocation formula, 

BANK ACCOUNTS 

Based on the number of bank accounts at period end. 

Used for the allocation of costs associated with daily cash management 
activities. 

SERVER AND MAINFRAME USAGE COMPOSITE 

Based on the use of historical expenditures. 

Used primarily for the atlocation of costs associated with mainframe, unix servers 
and related database administration. 
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GENERAL LEDGER TRANSACTIONS 

Based on the number of general ledger transactions for the perjod. 

Used primarily for the allocation of costs associated with general ledger activities, 
including related information systems, and for general accounting activities. 

TRANSITION TO COMPETITION 

Based on a twelve-month average of residential, commercial, industrial, 
government, and municipal general business of gas andlor electric customers. 

Used primarily for the allocation of costs associated with the management 
support of the Entergy System’s strategy for and transition to competition. 

TELEPHONES 

Based on the number of telephones within each Legal Entity at period end. 

Used for the allocation of costs associated with maintenance and support of 
telephones. 

FIBER 

Based on capacity and use of the Entergy System’s fiber optic network. 

Used primarily for the allocation of fiber optic operations and maintenance 
expenses. 

( 

NUCLEAR UNITS 

Based on the number of nuclear units managed and operated by each Entergy 
System Company. 

Used primarily k> allocate nuclear fuel-related services. 

NUCLEAR SITES 

Based on the number of nudear sites managed and operated by each Entergy 
System Company. 

Used to a b a t e  miscellaneous nuclear-related services. 

1 
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( *  CALL CENTERS 

Based on the number of customer calls for each Legal Entity at period end. 

Used for the allocation of costs associated with customer service support 
centers. 

ACCOUNTS RECEIVABLE INVOICES 

Based on a twelve-month number of accounts receivable transactions 
processed. 

Used for the allocation of costs associated with the support of the accounts 
receivable function. 

PAY CHECKS 

Based on the number of paychecks issued at each Legal Entity at period end. 

Used for the allocation of costs associated with the processing of payroll. 

PROPERTY AND LIABILITY PAID LOSSES 

Based on a five-year annual average of the property and liability losses paid by 
the system companies. 

Used for the allocation of costs associated with the operation and maintenance of 
the Risk Information System. 

COMPOSITE- SUPPLY CHAIN (Number of Transactions. Stockroom Count 
and Procurement Total SDendina 

Based on three components with weighting to each: number of transactions, 
stockroom count, and procurement total spending. 

Used for the allocation of costs associated with the management and operations 
of the materials management and work order processing system. 

SUPPLY CHAIN - lnventorv Manaaement Fossil. Transmission & 
Distribution Issues. Transfers d Returns 

Based on the number of issues, transfer & return transactions for each Legal 
Entity at periid end. 

Used for the allocation of costs associated with the management and operations 
of investment recovery, including Fossil, but excluding Nuclear. 

6 

EGSI TTC Cost Case 
324-92 2 192 



i" SUPPLY CHAIN - Procurement Total SDendhg 

.Exhibit CEB4B 
2005 TTC Cost Case 

Page 93 of 121 

Based on the dollar amount of procurement spending within each Legal E n t i  at 
period end. 

Used for the allocation of costs associated with procurement activities for the 
Entergy System. 

SUPPLY CHAIN - LABOR DOLLARS 

Based on the labor dollars for the Transformer, Meter, and Light Shops. 

Used primarily for the allocation of costs associated with services provided by 
employees in the supply chain equipment refurbishment and repair department. 

DISTRIBUTION SUBSTATIONS TRANSFORMERS 

Based on the number of transformers at the Distribution Substations at period 
end. 

Used primarily for the allocation of costs associated with the maintenance, 
administrative activities, and technical analysis of all Distribution Substations. c 
REMOTE ACCESS SERVICES (MS) 1139s 

Based on the number of RAS iD's within each Legal Entity at period end. 

Used for the allocation of costs associated with providing Remote Access 
Service to Entergy employees and contractors. 

VEHICLES 

Based on the number of vehicles owned by each legal Entity, 

Used for the allocation of costs associated with the maintenance of company 
vehicles. 

MANAGED ACCOUNTS 

Based on the number d industrial and commercial managed accounts excluding 
non-regulated Texas. 

Used for the allocation of costs associated with the maintenance of Entergy's 
industrial and commercial customer accounts. I 
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The parties hereto do hereby stipulate and agree to that the SERVICE AGREEMENT 

entered into by and between them under date of hr i l  1.1963, and as heretofore amended 

on Jmuarv 1. 1972, &pi1 27. 1984, Aumt 1. 1988. Jaauarv 28. 1991, January 1.1992, 

April 1. 2002 be and the same hereby is fiuther mended by substituting for the 
Supplement to Exhibit II to the SERVICE AGREEMENT, the attached revised 

Supplement to Exhibit Tt. This Amendment is made and entered into as of January 1, 

2003. 

J a n w  1.1996. Januarv 1. 1998, Janum 1.1999, Januarv 1.20o0, Januarv 1.2001 and 

ENTERGY SERVICES, INC. 

ENTERGY ARKANSAS. INC. A 

d 

3Y 
P r e s i d e  d CEO 

! 
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Exhlblt E 

Exhibit II, Supplement 

Note: Each allocation formula will be based on data relevant to participating 
Client Companies to whom the sewices are provided. 

Based on total kilowatt-hours of energy sold to consumers. 
I 

Used primarily for the allocation of casts associated with the financial analyses of 
sales and related items. 

Based on a twelve-month average of residential, commercial, industrial, 
government, and municipal general business electric and gas customers. 

Used primarily for the allocation of costs associated with the support of customer 
based services. Would include customer service and support, marketing, 
economic forecasts, environmental services, financial and regulatory analyses 
and customer information systems. 

Based on the number of full-time employees at period end. 

Used primarily for the allocation of costs associated with the support of 
employee-based services. Would include administration of employee benefits 
programs, employee communications, employee training, and various facilities- 
based benefits and information technology desktop support, 

Based on the ratio of the company’s load at time of system peak load. The peak 
load is the average of the twelve monthly highest clock-hour demands in 
kilowatts of the interconnected system occurring each month coincident with the 
system peak load, 

Used primarily for the allocation of costs incurred in fossil plant support and 
integrated planning. 
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TRANSMISSION LINE NILES 

Based on the number of miles of transmission lines, weighted for design voltage 
(Voltage < 400kv = 1; Voltage >=4OOkv =2). 

Used primarily for the allocation of costs associated with project design, 
maintenance and installation of Entergy transmission lines. 

SUBSTATIONS 

Based on the number of high voltage substations weighted for Voltage (Voltage 
5ookv = 1; Voltage >= 500kv = 2). 

Used primarily for the allocation of related engineering and technical support for 
transmission and distribution substation operations and maintenance as well as 
for engineering and project management associated with substation construction. 

COMPOSITE - TRANSMISSION LINES/SUBSTATIONS 

Based on two components: Transmission Line Miles (30% weighting) and the 
Number of High Voltage Substations (70% weighting). 

i '. Used primarily for the allocation of the costs associated with the support of the 
transmission and distribution function that has both a transmission line 
component as well as a substation or load component. 

PAS CONSUMPTION 

Based on the volume of natural gas consumed annually by all gas fired 
generating units within the Entergy System. 

Used for the allocation of costs associated with services in support of gas 
purchased for generation units. 

LEVEL OF ESI SERWCE 

"Based on €SI total billings to each System company, excluding corporate 
overhead. 

Used for the allocation of costs associated with support of €SI as a legal entity. 

i 
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'' 

SYSTEM CAPACITY (NON-NUCLEAR) 
L. 

Based on the power level, in kilowatts, that could be achieved if all non-nudear 
generating units were operating at maximum capability simultaneously. 

Used primarily for the allocation of costs associated with the support of the fossil 
operations of the System. This would include services provided by plant support, 
environmental and purchasing. 

LABOR DOLLARS BILLED 

Based on total labor dollars billed to each company. 

Used primarily to allocate the costs associated with employee benefits plans, 
payroll taxes, departmental indirect costs and performance based compensation 
plans for ESI employees. 

DISTRIBUTION LINE MILES 

Based on the number of miles of distribution lines of 34.W or less. 

Used primarily for the allocation of costs associated with project design, 
maintenance and installation of Entergy distribution lines. 

COAL CONSUMPTION 

Based on the quantity of tons of coal delivered for a twelvemonth period to each 
coal plant within the Entergy System. 

Used for the allocation of costs associated with services in support of coal 
purchased for coal generating units. 

ACCOUNTS PAYABLE TRANSACTIONS 

Based on a twelve-month number of accounts payable transactions processed. 

Used for the allocation of costs associated with the support of the accounts 
payable function. 

SQUARE FOOTAGE 

Based on square footage occupied by ESI functiinal business units. 

Used primarily to allocate the costs associated with facilities supetvision and 
support. 
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INSURANCE PREMIUMS lNON4"LEAR) 

Based on non-nuclear insurance premiums. 

Used for the allocation of costs associated with risk management. 

ASSET LOCATIONS 

Based on the number of asset locations at period end. 

Used for the allocation of costs associated with the fixed asset accounting 
function. 

CAPITAL EXPENDITURE AUTHORIZATIONS KEA) 

Based on a twelvemonth average of outstanding Capital Expenditure 
Authorizations and Storm Job Orders. 

Used for the allocation of costs associated with the capital project costing 
accounting function. 

TOTALASSETS 

Based on total assets at period end. 
f 

Used primarily to allocate costs associated with the oversight and safeguarding 
of corporate assets. This would include services provided by financial 
management and certain finance functions, among others. Also used when the 
servlces provided are driven by the relative size and complexity of the System 
Companies and there is no functional relationship between the services and any 
other available allocation formula. 

BANK ACCOUNTS 

Based on the number of bank accounts at period end. 

Used for the allocation of costs associated with daily cash management 
activities. 

SERVER AND MAINFRAME USAGE COMPOSITE 

Based on the use of historical expenditures. 

Used primarily for the allocation of costs associated with mainframe, unix servers 
and related database administration. 

EGSI TTC Cost Case 

4 

3A-98 2198 



Exhibit CEB4B J 
2005 TTC ,Cost Case 

Page 99 of 121 

GENERAL LEDGER TRANSACTIONS 
( 

Based on the number of general ledger transactions for the period. 

Used primarily for the allocation of costs associated with general ledger activities, 
including related information systems, and for general accounting activities. 

TRANSITION TO COMPETITION 

Based on a twelvemonth average of residential, commercial, industrial, 
government, and municipal general business of gas and/or electric customers. 

Used primarily for the allocation of costs associated with the management 
support of the Entergy System’s strategy for and transition to competition. 

Based on the number of telephones within each Legal Entity at period end. 

Used for the allocation of costs associated with maintenance and support of 
telephones. 

Based on capacity and use of the Entergy System’s fiber optic network. 

Used primarily for the allocation of fiber optic operations and maintenance 
expenses. 

NUCLEAR UNITS 

Based on the number of nuclear units managed and operated by each Entergy 
System Company. 

Used primarily to allocate nuclear fuel-related services. 

NUCLEAR SITES 

Based on the number of nuclear sites managed and operated by each Entergy 
System Company. 

Used to allocate miscellaneous nuclear-related services. 

! 
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