
1.  The c o s t s  of r c n d e r i n g  s c r v i c e  by S c r v i c c s  w i l l  i n c l u d e  a l l  c o s t s  of d o i n g  

b u s i n e s s  i n c l u d t n g  i n t e r e s t  on Ocbt b u t  e x c l u d i n g  a r c t u r n  f o r  t h e  use of 

S c r v i c c s '  i n i t i a l  r q u i t y  c a p i t a l  m o u n t i n g  t o  $20,000. 

2. ( a )  S e r v i c e s  w i l l  m a i n t a i n  a scp i i ra te  r e c o r d  of t h e  c x p c n s r s  of 

Each d c p a r i r n c n t .  

i n c 1 11 de : 

( i )  t h o s e  e s p c n s c s  t h a t  a r e  d i r e c t l y  a t t r i b u t a b l e  t o  

The expenses of each  depdrtmcnt  VI 11 

s u c h  d r p a r t m c n t  I and 

( i i )  a n  a p p r o p r i a t e  p o r t i o n  of t h o s e  o f f i c e  and h o u s e -  

k e e p i n g  e x p e n s e s  t h a t  a r e  not d l r e t t l y  a t t r i b u t a b l e  

t o  a d e p a r t m e n t  b u t  v h i c h  a r c  n e c c s s a q  to  t h e  

o p e r a t i o n  of s u c h  d e p a r t n e n t .  

( b )  Expenses  of t h e  d e p a r t m e n t  w l l l  i n c l u d e  s a l a r t e s  a n d  wages of  

m p l o y c e s ,  l n c l u d i n g  s o c i a l  s e c u r i t y  t a x e s ,  v a c a t i o n s ,  p a t d  

a b s c n c c s ,  sickness, employce d i s a b i l i t y  e x p e n s e s ,  a n d  o t h e r  

cmployce  w e l f a r e  c x p c n s c s ,  r e n t  and u t i l i t i e s ,  m a t e r i a l s  

. ~ n d  s u p p l i e s ,  d e p r e c i a t i o n ,  and a l l  o t h e r  e x p e n s e s  a t t r i b u r -  

able t o  the d e p a r t m e n t .  

( c )  ?he e x p e n s e s  of t h e  depar tment  v i 1 1  not  i n c l u d e :  

( i )  those i n c r e m e n t a l  o u t - o l - p o c k e t  expenses  t h a t  a r e  

I n c u r r e d  f z r  tb,e d i r i c t  !-'.ref:: '7.i :::*:enir.nsc of 

a C l i e n t  Company or a group of Client  Companles and  

a r e  to  be c h a r g e d  as  such  to such  C l f e n t  Company o t  

g r o u p  of Client Companles; and 

( i t )  S e r v f c e s '  o v e r h e a d  expenses  t h a t  arc  a t t r i b u t a b l e  t o  

m a i n t a i n i n g  t h e  c o r p o r a t e  e x i s t e n c e  of Selyices ,  

f r a n c h i s e  and other g e n e r a l  t a x e s ,  and a l l  other 

i n c i d e n t a l  o v e r h e a d  e x p e n s e s  i n c l u d i n g  those 

a u d i t i n g  fees and a c c o u n t  in( departmcnt  e x p e n s e s  

a t  t r l b u t a b l e  to  S e r v l c e r .  
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( d )  S e r v i c e s  vi11 e s t a b l i s h  annual  b u d g e t s  for c o n t r o l l i n g  t h e p a g e  15of124 

e x p e n s e s  of cach  s r r v t c e  dcpartncnt.  

3. (3) t:r.;ployces i n  c x h  d c p a r t c c n t  v i 1 1  be d i v i d c d  iciro two c l a s s c s :  
Y 

A .  Those t.:;ploycrs r e n d e r i n g  s c r v i c e  t o  C1 f c n t  Ccmpanies ,  

and 

8 .  lliosc o f f i c e  m d  g c n e r a l  s e r v i c e  e m p l o y e e s ,  such a s  

secretaries, s t e n o g r ~ y h c r s ,  r e l c p h o n c  operators 3nd 

f i l e  c l e r k s ,  who generally a s s i s t  c inployees I n  C l a s s  

A or render o c h e r  house-keeping  s e r v i c e s  and who a r e  

n o t  engaged d i r e c t l y  i n  r e n d e r i n g  s e r v i c e  t o  a C l i e n t  

Company or a g r o u p  o f  C l i c n t  Companies .  I n  t h e  e v e n t  

t h a t  a n y  such o f f f c e  o r  g e n e r a l  s e r v i c e  employees a r e  

a s s l g n e d  t o  f u n c t i o n s  that  a r e  a t t r i b u t a b l e  t o  s e r v l c e s  

b e i n g  p e r f o m c d  for C l i e n t  Companies ,  s u c h  employees 

s h a l l  be r e c l a s s i f i e d  as C l a s s  A e m p l o y e e s .  

(b )  Expenses  s e t  f o r t h  tn S e c t i o n  2 a b o v e  will b e  s e p a r a t e d  t o  

shov: 

( i )  s a l a r i e s  and v a g e s  o f  C l a s s  A e m p l o y e e s ,  and 

( i i )  a l l  o c h e r  e x p e n s e s  of t h e  d e p a r t m e n t .  

There vi11 D E  a t t r i b u t e d  t o  a C l a s s  A e m p l o y e e ' s  s a l a r y  O t  

m g e ,  t h a t  p e r c e n t a g e  of a l l  o t h e r  expenses of h i s  d e p a r t m c n t  

( a s  d e f i n e d  i n  S e c t f o n  2 ( b )  above)  that h i s  sa lary or vagc 1s 

to t h e  t o t a l  C l a s s  A s a l a r i e s  and vages of t h a t  d e p a r t a c n e .  

: #  %::J-,S ,\ er:p!cyeu2s i a  ~ 3 i h  :c-;r::,-e;.c x i t i  a a i n t a i n  a r e c o r d  

C c j  

o f  t h e  t i m e  chey a r e  employed i n  r e n d e r i n g  s e r v i c e  t o  each. 

C l i e n t  Company or group of C l i e n t  Companies .  

fo r  e a c h  C l a s s  A employee w i l l  be d e t e n i n e d  a t  t h e  b e g i n n i n g  

of e a c h  year  a s  follovs: 

a d j u s t e d  f o r  a n y  e s t i m a t e d  s a l a r y  c h a n g e  p l u s  employee w e l f a r e  

e x p e n s e s  which  s h a l l  l n c l u d e  medical and hospital i n s u r a n c e  

An h o u r l y  r a t e  

Each C l a s s  A employee's a n n u a l  s a l a r y  

premiums, l i f e  t n s u r a n c e  premlums, socfal s e c u r i t y  t a x e s ,  

r e t i r e m e n t  income b e n e f l t s ,  employee d i s a b i l i t y  e x p e n s e s ,  and 
. .  . 

:i.,5:.I-i?i~2!~-'!.': - 

3A401 250 1 



U H l B l T  11, Page 13 

Exhibit CEB-4E 
2005 TTC Cost Case 

any other similar vel fare expenses, shall be dividrd by thpage 160f 124 

total iiunter of e s t  iwted product ivc hours which sh.111 be 

drtrrnincd J S  To1 Iiws: 

X 

X 

X 

Total available vorking days 
(considering Saturdays, Sundays 
and recognized holidays) 

Lcst allurr~blc days for 
Est imited vacation 
Estimtc-d sick leave 
Est  ichiled non-prductive 

time (conventions, con- 
ferences, unassigned) -- x x  

Estimated net available X 

prductive days for the year 

Nultiply estimated net available productive days by the 

number of vorking hours per day to  determine estimated annual 

productive time in hours. Divide estimated annual productive 

time Into the sum o f  employee’s salary plus all other costs as 

stated above t o  deternine employee’s hourly rate. 

For groups of enployees performing the same type of service, where 

the s a l a r y  spread within a group is not significant, an av+rage 

hourly rate m y  be determined in accordance w i t h  the foregoing 

formula. 

Such hourly rate as  determined above will be esployrd throughout 

the year in billlng Client Companies for services rendered and 

vi11 be adjusted l r o m  tine t o  time to rcflecr significant 

4. The charge to Client Company or a group of Client Companies for a 

particular service will be the sum of the figures derived by multf- 

plytng the hours reported by each Class A employee in rendering such 

servtce by the hourly rate apptlcablc to  such employee. 

expenses of a department as defined In 2 ( a ) ( t i )  will be allocated in 

proportion to the employee hourly rate charges. When services ace 

rendered to a group of Client Companles, the cost of such services 

will be allocated among companies l n  the group in arcordame with 

the allocation formulae in Section 7 of this €xhibic. 

Other 

.:.::3*1 -(N::q\ -8: : . 
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Those expenses of Servlces that are not includcd in the annual Page17of124 5 .  

rxpcnse of a department under Scction 2 above will be chargcd to 

C1 l e t i t  tc-ntpanfrs receiving service $35 follow: 

( a )  Increncntal out-of-pocket costs Incurred for the dfrrct 

bcnefit and convenience of J Client Company or a group 

of Client Csnpanics will be chargcd directly t o  such 

company or group of coinpanics. Such costs incurred for 

a group of Client Companirs will be allocated on the 

basis set forth In Section 7 of this Exhibit. 

(b) The total annual expenses of Serviccs  rcferrcd to above 

In Section Z(c)(ii) will be allocated m o n g  the Client 

Companies in the s3me proporttons a s  the charges to  

Client Conpanics under Section 4 are allocated. 

6 .  On the basis of the foregoing, mnthly bills will be rendered to Client 

Company, subject to adjustment after the year's end t o  ensure that all 

billings represent actual costs. 

be opcn to audit by Client Company and by any regulatory authority 

81lling procedures and amounts will 

having jurisdiction in respect of the Client Compnpqny. 

7. ( a )  Uhen servi:es are rendered t o  a group of Clienc Compacies, the 

folloulng f o m l a e  will be used to allocate the charges therefor 

among Cllenc CompanIer ln such group: 

Basis of Allmation 
I_--- 

&pa r t men c 1 . k  t i v i t v 

. -  
I L 6 :'zi';? i*;e i 7 J  ?.?.)isiyry t r a s s  z!ectric A X  gas rvvcnuei 

-for the preceding calendar 

year. (Note 1) 

Gross electric revenues or total 

capital ltation for the preceding 

calendar year, depcndtng upon 

the nature of the services rendered. 

( 2 )  Finance and Accounting 

EGSI TTC Cost Case 

(Note 2)  

. . .  ,- .-..-. .).:,& 1 -c:lc:tc:lt -' ' , . 
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C a p a b i l i t y  r e s p o n s i h i l l t y  r a t i o  (Note 3)  

or t o t a l  c a p i t a l i z a t i o n  for t h c  p r c c c d l n g  

r . i l c n d a r  y e a r ,  d e p r n d i n g  tipon t h e  nature 

of t h e  s e r v i c e s  r e n d e r e d .  

Capability r e s p o n s i b i l i t y  r a t i o .  (Soze 3 )  (4) System O p e r J t  i o n s  
C c n t e r  

C r o s s  c l e c t r i c  and g a s  revenues  from 

u l  t i m t e  c u s t o t z c r s  for t h e  prcccdlnq  

( S )  A d v e r t i s i n g  

c a l e n d a r  yea r .  (Note  1 )  

Cross e l e c t r i c  3nd g a s  revenues  or  

e l e c t r i c  and g3s r e v e n u e r  from u l t i m t e  

cus tomers  or t o t a l  c a p i t a l l z a t f o n  f o r  

( 6 )  P u b l i c  R e l a t i o n s  

t h e  p r e c e d i n g  c a l e n d a r  y e a r ,  depending  

upon t h e  n a t u r e  of t h e  s e r v i c e s  r e n d e r e d .  

( 7 )  Tax The sum of t h e  t o t a l  income and total 

d e d u c t i o n s  a s  r e p o r t e d  for f e d e r a l  

income Tax p u r p o s e s  on t h e  r e t u r n  

f i l e d  f o r  t h e  p r e c e d i n g  c a l e n d a r  y e a r .  

( 3 )  I n s u r a n c e  

(9) Computer C c n t e t  

I n s u r a n c e  premiums f o r  the p r e c e d i n g  

c a l c n d a r  y e a r .  

Various b a s e s ,  d e p e n d i n g  upon t h e  n a t u r e  

:f :b.e s e r v i c e s  r e n d e r e d ,  .IS ~ j r c r d  -pen 

b y  che  C l i e n t  Companies.  

C r o s s  e l e c t r i c  and gar revenues  from 

u l t i n a t e  c u s t o m e r s  or gross e l e c t r i c  

(10) Economic R e s e a r c h  

r e v e n u e s  for t h e  p r e c e d i n g  c a l e n d a r  y e a r  

o r  c a p a b l 1  I t y  r e s p o n s i b i l  i c y ,  d e p e n d i n g  

upon t h e  n a t u r e  of t h e  s e r v l c e s  r e n d e r e d .  

( N o t e s  1 6 3) 

( 1 1 )  I n t e r n a l  A u d i t i n g  C r o s s  electric revenues for  the p r e c e d i n g  

c a l r n d a r  year. (Note 2) .: .:..- 
....r:.- Ot:;.II-..I .. 
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w 1 9  of 124 (b) I f  the i ise of a basis of allocation would result in an inc 

because of a change in operations or organization of thc Client 

Companies, then S c r v i c c s  m y  adjust the basis t o  e f f e c t  an 

cquitabh distrtbuifon based upon a functional r c l a t l o n s h i p  

between the services fnvotved and the f o w u l a  u s e d .  

Sote 1: I t  Is not anticfpated that any slgnific,ant sewices w i l l  relate to 

transit. I f  thcy should, appropriate adjustment vi11 bc made. 

S o t e  2: I t  is not anticipated that any slgnificant services w i l l  relate 

to gas or transit. I f  thcy should, appropriate adjustmrnt vi11 

be m d e .  

EGSI ?TC Cost Case 

Sote 3: The capability responsibility of a company is the System capabilfty 

multiplied by the r a t i o  obtaincd by d i v i d i n g  a company's peak load by 

the System peak load. The company's peak l oad  is the average of the four 

highest clock hour demands I n  kilowatts of the company's i n t t r -  

connected system, each on a different day, occurring Juring the 

twelve month period ending vith the current month. 

3A-405 
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Amendment KO. 2 

To 

2005 TTC Cost Case 
Page 20 of 124 

S e r v i c e  Agreement  

The p a r t i e s  h e r e t o  do h e r e b y  s t i p u l a t e  and a g r e e  t h a t  t h e  SERVICE 

a g r e m e n t  e n t e r e d  i n t o  by and  be tween them u n d e r  d a t e  of A p r i l  1, 1963 , 
be  and t h e  s a k e  h e r e b y  is emended by s u b s t l t o t i n p  fo r  t h e  form of E x h i b i t  I 

and E x h i b i t  11 to  t h e  S e r v i c e  Agreement ,  t h e  a t t a c h e d  r e v i s e d  form of E x h i b i t  I 

and E x h i b i t  11. 

IN UJMESS hXEREOF, t h e  p a r t i e s  h e r e t o  have  c a u s e d  t h i s  Amendment 

KO. 2 c o , b 3  e x e c u t e d  t h i s  27th d a y  of April- , 19%. 

MIDDLE SOUTH SERVICES, INC. 

EGSI TTC cost Case 

NEW O R L W S  PUBLIC SERVICE INC. - 

Tit le  P r e s i d e n t  --- .- 
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Page 21 of 124 
Coneultation and advice on financial planning, sale of securltiee and 

teGporary cash investments, includinp, assistsnre in connectlon vith 

the prcparation, printing and filing of appropriate documents vith 

regulatory nuthorities, and provision of liaison vlth financial cononunity; 

Consultation and advice on budgeting and preparation of long-ran.jie 

forecasts; 

Consultation 

Consultat ion 

thoae involv 

Energy R q u l  

and advice on employee benefit plans; 

and advice vlth respect to regulatory mtters, particularly 

ng the Secu~itlei end Exchnnge Comisslon or the Federal 

tory  ComJssion, and provision of liaison and assistance in 

processing Pattern vith the staffs of such comaissions; 

Planning assistance arid advice in the field of nuclear activities includin~ 

coordination or research programs and other actlvltles in such field; 

Liaison with special counsel representing operating companies i n  

proceedings involving the Middle South System and vith consultants 

retained to  prepare testimony and other data for use in such pro- 

ceed ings ; 

Operation of a COIJ~nUniC8tiOn6 and public relations department and placing 

of Middle South System national advertising; 

T w  services relating to preparation and filing of returns for federal 

and state income t a x e e  and declaration of estimated income taxer; etudlcr 

of adequacy of tax accruals; and assistance in connection vith audit of 

returns by Internal Revenue Service and State Tax Agencies; 

Insurance consulting and advisory services relating to fire and allied 

lines of insurance, casualty and surety insurance, and employee benefit 

insurance; 

Cencrsl consultation on management, business problecs  and stratep,ic plannfng; 

Consultation on special accounting problems; 

Statisticrf services, such as study of comparative operating re6ults. 

and up-dating annually Systea statistical data: 

Preparation of maps; 
I 

EGSI "ITC Cost Case 



1 ( 1 4 )  &net81 advisory cnRineering services including syetem planninp;, 

opgstlon, fuel supply end construi tion msnagr.=cnt; Exhibit CE6-4E 
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(15) Operetion-of a System Operetione Center for  the control of bulk phfje22of 124 

supply snd load dispatching within the Systen and w i t h  interconnected 

systems ; 

Planning aseistance and advice vlth respect to System sales of pover 

under the interconnection agreements among the operating companies and 

ecting on behalf of the operating companies ln dealings with other electric 

utilities with relation to the sale, purchase or exchange of bulk electric 

(16) 

pover end energy; 

Operation of 8 data processing Cooputer Center to serve the Middle 

South System; 

(17) 

(18) Coneultation and advieory servicee w i t h  res;ect  to rate studies, rate 

design, cost studies, load research ,  veather analysis, economic 6tuL'ies.  

forecesta of intra-system trensactione, and computer rate analysis 

programs; end 

(19) Consultetion, advice end services with respect to internal auditing. 

EGSI TTC Cost Case 3A-408 2508 
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The cortr.of rendering service by Service, vi11 include all cortRag&D&d.24 

b u r ~ n c s s  including interest on debt but excluding return fo r  the use of 

Semices' initial equity capital amounting to $20,000, 

1. 

2. (a)  Service6 vi11 mrrfntaln separate record of the expenses of 

each department. The expenses of each department vi11 

include: 

(1) those expenses thet are dlrectly rttributable t o  

ruch department, end 

(ii) an appropriate portion of thore office end house- 

keeping expenser that ere not directly attributable 

to a department but vhich art necerrary to the 

operation of ruth department. 

(b) Expenses of the depsrtocnt vi11 include salaries and vages of, 

cmployecr, includfng roclel security taxes, vrcatlons, paid 

nbsences, sickness, corployee disability expensem, end other 

employee welfare expenses, rent and utilities, m t e r i e l r  

EGSI TTC Cost Case 

and supplier, depreciation, and a l l  other expenses attribut- 

able to the department. 

(c) The expenses of the department vi11 n o t  include: 

(1) thore incremental out-of-pocket expenscr that are 

incurred for the direct benefit and convenience of 

n Client C o q e n y  or group of Client Companies and 

are to be charged ai such to such Client Company ot 

group of Clfent Companies; and 

(il) Services' overhead expenses that are rtcributable to  

maintalnlng the corporate exirtencc of Services, 

franchise and other general taxes, and all other 

lncldentrl overhead expenrec including those 

auditing fees and accounting department expenses 

attributable to Services, 
e 



( d )  Services will e6tt3blish annual budgets for controlllnR the 

expeneeo of each service department. 

Employees i n  each department will be divided into two c l s s s e ~ e g e 2 4 O f ~ 2 4  

A .  Those employees renderlnq servlce to Cllent Companlrs (Class A) ,  

Exhibit CEB-4E 
2005 TTC Cost Case 

3,  [a) 

and 

8 .  those office arid gc;?ersl service eniplogces, such a s  

secret ar i e s ,  st enogr aphers , telephone bperat oris end 

file clerks, uho generally assist employers in Class  

A or render other house-keeping services  and who are 

not ensaged directly in renderlng service to a Client 

Company or a eroup of Client Cocpanles. In the event 

that any such office or general service employees are 

eesl&ned to functions that Rre ettrihutable t o  services 

being performed for Client Companies, such employeer 

shall be reclassified as Class A employee6. 

(b) Expenses s e f o r t h  in Section 2 above vi11 be separated to * 

show: 

(1) salaries and wages of Class A ecployees, and 

(11) all oLhet expenses of the department. 

(c) Class A employees ln each department vi11 maintain a record 

of the time they are eoploycd i n  rendering service to each 

Client Company or group of Cllent Conpanles. The hourly rate 

for each  clast^ A es'ployee will be determined each month. 

The charge to Client Company or 8 group of Client Companies for J 

particular servlce will be the cum of the figure8 derived by multl- 

0 .  

plying the hours reported by each Class A employee in rendering such 

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

and allocated expenses. Other expenses of a department as defined in 2<a)  

(11) will be allocated in proporation to the salaries and uager charges. 

hhcn serviccs are rendered to a group of Client Companies, the cost of such 

service8 will be allocated among compantes in the group In accordance with 

the allocation formulae I n  Section 7 of this Exhibit. 

, 

EGSI TTC Cost Case 3A-410 25 10 
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3. i Those expenses o f  Services that are not included In the expense of  a 

depertQent under Scctlon 2 above vlll be chsrpcd t o  Cllcnt C o n p n M b i t C E B - 4 E  
2005 TTC Cost Case 

Page 25 of 124 receiving service as follows: 

(a) lncrementnl out-of-pocket coets lncurred for the dlrect 

benefit and convenience of a Client Cocpany or a group 

of Client Conpanies vi11 be charged directly to such 

company or group of companies. Such cost8 lncurred for 

a group of Client Companies will be allocated on the 

hasis set forth in Section 7 of this Exhibit. 

The total expenses of Services referred t o  a5ove io Section t ( c ) ( i i )  

will be allocated among the Client Companies in the SJIM proportions 

as the charges to Client Companies under Sectlon 0 are allocated. 

(b) 

6 .  On the baslo  of the foregoing, monthly bills vi11 be rendered to Client 

Company. 

Company and by any rcguletory authority hevlng jurisdiction in respect of 

the Client Company. 

Billing procedures and amounts will be open to audit by Client 

1 .  (a) W e n  services ere rendered t o  a Rroup of Client Companies, the 

following formulae will be used t o  allocate the charger therefor 

among Client Companies in such proup: 

Degar t men t /Ac t lvi t y Basis o f  Allocation 

(1) Executive and Advisory Composite factor (Yote 1) 

(2) Finance and Accountinq Composite f a c t o r  (Note 1) 

(3)  h'wlear 

(4) Engincergng, System 
Planning and fuel Supply 

( 5 )  System Operations 
Center 

(6) Communications 

I 

(7) Public Relations 

Number of  ouclear units. 

Capability responsibility r a t i o  (Note 1 )  

Capability responsibility ratio (Note 2 )  

Composite fector (Note 1) 

composite factor (Note 1) 
,-..- .>.$2 1 -tjtjcj 1 -0Otj 

3A-411 251 1 



Dcpartnrnt/Actfvlty 

(8) Tax 

(9) insurance 

(1.0) Computer Center 

Exhibit CEB- 
2005 lTC Cost Case 

Page 26 of 124 

Basis of Allocatlon 

The sum of the total income end total 

deductions as reported for Federal 

Income Tax purposes on the return 

filed for the preceding calendar year. 

lnfiurance premlwnn for the preceding 

calendar year. 

Various baser, depending upon the nature 

of the services rendered, a6 agreed upon 

by the Client Companies. 

(It) Internal Auditing Composite factor (Note 1) 

(b) If the use of a basis of allocation would result in an inequity 

because of a change in operations or organization of the Cllenc 

Companies, then Services may adjust the basis to effect an 

equitable distribution based upon a functional relationship 

between the eervlcer involved and the formula used. Any such 

chaoge in allocatioo bases shall be made only after first glvine 

to the Commission written notice of such proposed change not less 

than 60 days prior to the proposed effectiveness of any such change. 

The composite factor f 6  crwposed of four factors with equal uefghting Note 1: 

to each. Those factors are kflouatt-hour sales, average customers, 

number of employccs and capability responsibility ratio. 

The capability responsibility of a company is the System capability 

aultiplled by the ratio obtained by dividing a company's peak load by 

the System peak lond. 

tvelvc monthly highest clock hour demands in kilowatts of the Company'r 

interconnected systtd, occurring each month cointident with the Syeter 

Note 2: 

The company's peak load is che average of the 

6 

pssk ioad, durlng the twelve month period ending ulth the current month, 
EGSI TTC Cost Case 3A-412 2512 
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Amendment No. 3 

To 

Service Agreement 

The parties hereto do hereby stipulate and agree that the SERVICE 

AGREEMENT entered into by and between them under date of 

be and the same hereby is amended by substituting for the form of Exhibit 11 

to the Service Agreement, the attached revised form of Exhibit 11. The 

effective date of this Amendment No. 3 is January 1, 1989. 

April 1, 1963 , 

IN WITNESS WHEREOF, the parties hereto have caused this Amendment 

No. 3 to be executed this 1st day of August , 19 88 . 
I_-- 

w LEGAL 

MSU SYSXM SERVICES, INC. 
c 

BY A- 
- Title PresidentlCEO 

NEW ORLEANS PUBLIC SERVICE INC. --- - 
A 

Title -President/CEO .- 

EGSI TTC Cost Case 3A-4 13 2513 



METHODS OF ALLOCATING COSTS AHOW CLIENT COHPANlES R&CP.IVINC SERVICZ liNDeR 1 - I-_.- 
THlS AND SIMILAR SERVICE AGREEMENTS WITH HSU SYSTEH SER - - 

Page 28 of 124 

1, The costs of rendering service by S e n i c e s  will include ell costs of doing 

buslnees including interest on debt but excluding a return for the use of 

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

2, (a) Servfces vi11 maintain a separate record of the expenses of 

each department. 

i nc lude: 

( i )  

The expenses of each dcpartmcnt will 

those expenses that are directly attributable to 

such departlent, and 

(ii) an appropriate portion of tho'se office and house- 

keeping expenses that are not directly attributable 

t o  a department but vhich are necessary to the 

operation of such department. 

(b) Expenses of the department ufll include salaries and wages of 

employees, including social security taxes, vacations, paid 

absences, sickness, employee disability expenses, and other 

employee welfare expenses, rent and utilities, materials 

and supplies, depreciation, and all other expenses attrlbut- 

able to the department. 

Departmental expenses will be categorized into one of two classes: 

( i )  

I 

(e) 

those expenses vhich are directly attributable to specific 

services rrndercd to a C l i ~ n t  Co-pany or group of Client 

Companies (Departmental Direct Costs), and 

( i f )  those expenses which are attrlbutable to  the overall operation 

of the department and not to a specific senrite provided to 

Client Companies (Departmental Jndirrct Costs). 

EGSI TTC Cost Case 3A-414 2514 
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DeprrLmentJl Indirect costa vtll be classified as f.ixed 

(lndlrect Departmental Fixed Costs) or variable (Indlrect 

Departmentrl Variable C o s t a ) .  
Exhibit CE5-4E 

Page 29 of 124 
Departmental Indirect m&mc cost Case 

- 
Costs Include r l l  c o s i r  incurred by a department which are 

nccessary t o  operate the department but do not vary with  the 

level of services provided t o  other System Companies during a 

fiscal year. 

2epartmental Indirect Fixed Costs Include: 

(1)  Administrative labor c o s t s  associated v l t h  office and 

general service mploiccs described In Section 3(a). This 

would Include not only the sa lar ie s  and wages of thcse 

enployres bur also other related employment costs 

described In Scction 2(b) above. 

Occupancy costs lncloding rent and utilltles. ( 2 )  

( 3 )  3c?r+c:atron. 

(4) Othcr f:.ccd c o s t s  aLtribucable t o  a drpattient. 

Dc?rrimental Indirect Varlable Costs are those costs incurred 

by a deprrrnenc whlch a r e  necessary t o  support sentices to 

cc!ir.r S,sterJ C a 7 p n I e s  and cannot be practically a s s l i n e d  t o  

individual services provided t o  other Systea  Ceapanies but vary 

with the level of these s e w i c e s  during a fiscal year. This 

would include materials and suppllcs, telephone usage, postage, 

c t c .  

The iddirect rxpcnscs of the departDcnt will not Include: 

(1) 

4d) 

those incremental out-of-pockec expenses that are Incurred for 

the direct benefit and convenience of a Clienr Company or 

group of Client Companles and are to be dlrectly 'charged t o  

z.xh C!fent C o s p m y  or  pro*Jp of Client Ccnpanlcs; and 

(11) Servlces' overhcad expenses that are attrlbutablc € 0  

safntainlng the corporate existence of Scrvfeea, franchlsa and 

other general taxcs, and a l l  other 1ncIdental ovcrhead cxpcnser 

lncludlng those nudltlng fees and accountlng dvpartmcnt 

r.cpenscs aLlributab1e t o  s c m i c c s  (Indirect Corporate C o s t s ) .  

EGSI 'M'C Cost Case 3A-415 251s 



(e) Services ut11 establish annual budgets lor controlling the expenses 

of each service departsent and those expenses outlined 

Section 2(d) which are not department specific. 

- 1  
ibit CEB-4.E 

2 b & R  c ost Case 
Page 30 of 124 

3.  (a )  hployces in each department vi11 be dfvided into two c lasser :  

A. Those employees rendering service to Client Companies (Class A).  

and 

those office and general servlce employees, such as 

secretaries, stenographers, telephone operators and 

f l l e  clerks, vho generally assist employees in Class 

A cr render other house-beeprng servlces and who are 

6 .  

not engaged directly In rendering service to a Client 

Cc".?Jny or a group of Client Coapanles. In the event 

r ? a t  any such offlce or general service employees are 

assigned t o  functions that are s t t r ~ t ~ r a b l e  t o  sczvlccr 

bring perfocned for  C l i e n t  Csmprnles, such enployeer 

s h a l l  be reclassified as Class A employees. 

(b) Eapcnses set forth in SectJon 2 above u i l l  be separated to 

shov: 

( i )  salaries and vages of Class A euployees. and 

( i i )  a l l  uther expenses of the dr;artment. 

C!ass A t-mployees in each deprtzwnt will =ainlain a record 

of the t:Ee they are raplsyed in rendering s e w l c c  to each 

Client Conprny or group of Client Companies. 

for each Class A employee vi11 be determined each month. 

The charge to Client Coopany or a group of Client Companicr for a 

particular service vi11 be the sum 

the hours reported by each Class A employee in rendering such service by 

the hourly rate  applicable to such employee and other direct allocated 

expcnses. I:idirect Departaentrl Varjable Costs as defined in 2 f C ) f i l )  

vlll be alloca<ed in proportion to the direct salaries and wages 

charged. When services are rendered to a group of Client Coepanler the 

cost of such services ujll be allocated asong cornpanlea In the s?OuP 10 

ac;ordance vith the allocation formulae in Section 7 of thio Exhfblt. 

(c) 

Tbe hourly rate 

4. 

of the f i g u r e r  derived by multiplying 

Indfrect Depaitmcntal Fixed Costs will bc allocated t o  client c @ W n i e r  

on the basta set forth in Section ? of thlr Exhibit. 

..- I 

EGSI TTC Cost Case 
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no,= capcnscr of S e r v i c e s  that a t e  not lncfuded in the eapcnrr of a 

departrWnt under Section 2 above will be charged to Client Companies 

rccelvlng service aa  lollous: 

i 
Exhibit C E B 4  

2005 T7C Cost Case 
Page 31 of 124 

(a )  incremental out-of-pocket costa inccrred for the direct 

benefic and convenience of I Client Company or a group 

of Client Companies vi11 be charged directly t o  such 

company or group of companies. 

a group of Client Companies will be allocated on the 

basi:, set forth in Section 7 of this Exhibit. 

The lndlrect Corporate Costs of S e r v k e s  referred to above i n  

Section Z(d)(ir) will be allocated ;Tong the Client Catpanics on 

Such costs Incurred for 

(b) 

the basis set f o r t h  l n  Section 7 of t h i s  Exhibit. 

6. On the basis of the foregoing, nanthly b11lr vi11 be rendered to Client 

Conpany. 

Csnpany and by any regulatory authority Laving furisdicrlon in respect Of 

the Client Company. 

( a )  

Billing prc+cedures and a3ounts *.ill be open to audit by Client 

7.  'Acn servlces are rendered to a grcup of Client Campanier, the 

folloving f o n u l a e  will be used to allocate the charscs therefor 

among Client Companies in such group: 

Basis of Allocation .- Dcpa --_---_ r t nent /Act i v  i ty ----_- 
(1) E:iecutlve and .Advijorv Cs-.;osite factor (So:e 1 )  

Cc=positc factor (Sotc 1) ( 2 )  Finance and Syster 
Accounting 

( 3 )  Suclear Sc-ber 

I 
{ I )  Engineering, System Ca;obl 

Plannlng and fuel Supply 

( 5 )  System Operations 
Center 

(6) Comunications 

( 7 )  Publlc Relations 

of participating nuclear companies 

ity responsibility rat io  (Note 2 )  

Conposite factor (Note 1) 

x 
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Qepertment /Act fvity 

(8) Tax 

(9) Insurance 

(lo) Csnputer Center 

Basis of A l l o c a t e  
Exhibit CEB-QE 

2005T CCo tCase 
The sum of the total income a&@&,, 

deductions as reported for federal 

lncoae T a x  purposes on the return 

filed for the preceding calendar year. 

Insurance prcziurns for the preceding 

calendar year. 

Various ~ J S C S ,  dcpiwding upon the nature 

of the services rendered, as agreed upon 

by the Clfcnt Companies. 

(11) Internal Auditing Composite factor (Note 1) 

(12) Indirect Corporate Costs Composite factor (Note 1) 

(b) If the use of a basis of allocation vould result 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 based upon a functional relationship 

between the services involved and the fonula used. 

change In aliocatfon bases shall be made only after first giving 

t o  the Conmission written notice of such proposed change not less 

than 60 days prior to the proposed effectiveness of any such change. 

The cm;>osite factor is composed of four factors with equal weighting 

to  each. Those factors are kilowatt-hour sales, average customers, 

number of employees and capability responsibility ratio. 

The capability responsibility of a company is the System capability 

multiplied by the ratio obtained by dividing a company's peak load by 

&e System peak load. 

twelve monthly highest clock hour demands in kilowatts of the Company's 

fntecconnected system, occurring each month coincident with the System 

peak load, during rhe twelve month period ending with the current month. 

Any such 

Note 1: 

Note 2: 

The company's peak load f a  the  average of the 

EGSI TTC Cost Case 3A-4 18 2518 
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Amendment 
Dated J a n u a r y  1 ,  1991  

To 

S e r v i c e  A g r e e m e n t  

The p a r t i e s  hereto do h e r e b y  s t i p u l a t e  a n d  a g r e e  t h a t  t h e  

SERVICE AGREEHEST e n t e r e d  i n t o  by and between them u n d e r  date of 

A p r i l  1, 1963, as amended ,  b e  a n d  t h e  same h e r e b y  is f u r t h e r  

amended  by s u b s t i t u t i n g  fo r  t h e  form of E x h i b i t  I1 to t h e  Se rv ice  

A g r e e m e n t ,  t h e  a t t a c h e d  r e v i s e d  form of E x h i b i t  11. The e f f e c t i v e  

d a t e  of t h i s  Amendment is J a n u a r y  1 ,  1991. 

I N  WITNESS WHEREOF. t h e  p a r t i e s  h e r e t o  h a v e  caused t h i s  

Amendment t o  be e x e c u t e d  t h i s  28th- day of 

January - *  19-.91. 

ENTERGY SERVICES, rNc. 

.- 

NE 

BY 

T i  

i 
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1 .  The costs o f  r e n d e r i n g  s e r v i c e  hv  S e r v i c e s  v i 1 1  i n c l u d e  n I 1  

costs of d o i n e  hosiness i n c l t r d i n o  i n t e r e s t  o n  debt b u t  

c s c l c i d i n e  a r e t u r n  f o r  t h e  use o f  Services '  i n i t i n l  ec ru i tv  

c a p i t n l  ?morint ine t o  SZO.9nn. 

2 .  ( n l  S e r v i c e s  u i l l  m a i n t a i n  .-I ~ n ~ r a t e  r e c o r d  o f  t h e  

c s p e n s e s  01' o r r t r  dr~a f ' ! rn - f i t .  Ttir  rxDen=-s  of c-ach 

dcna r t  mefit Y I  11 i nc  !ride : 

( i  1 t h c k e  r*.iwns.p- c h r t  .arm d i r p r t  Ir a t t r i h u t a h l r  t o  

l i i  I a n  a n n r o n r i n t ~  n o r t i o n  o f  t h o s e  o f f i c e  nnd hoiis-- 

k e - n i n ~  exnenses  t h a t  5re  n o t  d i r e c t l v  

n L t r i h r i t s b l r  t o  n d c o a r t m r n t  hut. G h i c h  n r e  

n e c r s s a r v  t o  I h r  n o c r n l  i o n  of s u c h  d e o a r t m e n t .  

I b l  ElcDrnsrs  of t h e  d c o a r t m e n t  vi11 i n c l r i d e  sa lar ies  and  

bnecs of  r m n l o r e r s .  i n r l u l i n r  social s e c u r i t y  t a x e s .  

v a c a t  i o n s .  w i d  a h s r n r c s .  s i c k n e s s .  emiBlorce d i s a h i l i t \ -  

o y p e n s e s .  and o t h e r  emolovrc v e l f s r e  C S D C n S C S .  r e n t  a n d  

u t i l i t i e s .  m a t e r i n l s  and  s u ~ ~ l  ies. d e p r e c i a t i o n .  and  

n l l  o t .he r  e s w n s e s  s t t  r i b u t a b l c  t o  t h r  d e p a r t m e n t .  

(c) D e p n r t m e n t o l  expense b i l l  be c a t e c o r i r r d  i n t o  o n e  of  

t w o  r l a s s e s :  

C o s t s ) .  nnd 

( i i  I t h o s e  e x p e n s e s  b h i c h  ACC n t . t . r i b u t a h l e  t 9  the 

n v c r n l l  c n e r n t i q n  of t h e  d e r m r t m c n t  a n d  n o t  t o  

a s ~ ~ c i f i c  service o r a v i d e d  t o  C l i c - n t  rnm:ianior  

I D c r ~ n r t c r n t ~ l  f n d i r e c t  C o s t s ) .  

. 
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De on r t m e  n t n 1 I nd i r c c  t 

I I n d i r e c t  I h o n r t m c n L , ~  

c o s t s  will 

F i x e d  Cos 

Exhibit CEB-4E 

5 )  o r  v a r i a b l c  

f I n d i r e c t  D e 1 ~ ~ 1 . 1 m e n t a l  V s r i o b l e  SQstsl. D r a a r t m e n t a l  

I n d i r e c t  F1s-d C a s t s  i n c l i r d ~  n l l  c o s t s  i n c u r r e d  bv a 

d e n a r t m c n t  w h i c h  a r c  n e c e s s a r v  t o  n o e r a t e  t h e  

J e o a r t m e n t  hut do no t  v n r v  w i t h  t h e  le\.el of s e r v i c e 9  

p r o v i d p d  t n  o t h e r  S v s t r m  Comoan ies  d v r i n e  a fiscal 

v e a r .  

D e p ~ r t s e r i t ~ l  I n d i r e c t  F i x e d  C o s t s  i n c l u d e :  

I ] I  :.!mnini<t r q t i v c  l a b o r  c o s t s  a s s o e i a t e 4  v i ? h  o f f i c e  

a n d  r ~ < * r t ~ r a l  Srr\ i c e  c m n l a v e c s  d e s c r i t s e d  I n  Sco t i * - * t e  

' l f . i J .  T i l $  uc-tild i n c l u d r .  nGt c n l v  t h e  $ ~ l n r i e s  

ntiJ uaces o f  thrse cmnlo\.Pes but a l s o  o t . h r r  

r r l n t c t f  c m r ~ l o ~ m c n t  c o s t s  d e s c r j b e d  i n  S e c t i o n  

2 f h )  a b o t r .  

1 2 1  Ocraiimnrv cost.9 itirIitdirio writ and  utilities. 

t 3 I D r i > r e c i r r t i o n .  

I41 O t h e r  f i x e d  c o s t s  attributable t o  a d r w r t m e n t .  

D c o s r t m e n t n l  I n d i r e c t  V n r i s b l c  costs  arc  t h o s e  costs 

i n c u r r e d  b\* s d e D a r t m e n t  G h i c h  a r e  n e c e s q a r v  t o  sctotwrC 

s e r v i c e s  t o  o t h e r  S v s t e m  c o m e s n i e s  and  c a n n o t  b e  

p r a c t i c a l  l v  a s s i e n c d  t o  i n d i v i d u a l  services nrovide4 t n  

o t h e r  S v s t e m  c o m o a n i e s  b u t  varv w i t h  t h e  irvrl o f  t h e r e  

s e r v i c e s  d i t r i n e  n f l s c r l  venr .  T h i s  w a l i l d  i n c l i w l ~  

m n t e r r ~ l S  ond  s u o n l i c s .  t e l e o h o n c  u s a c e .  DOSLIIPC. c t r .  

f d )  The i n d i r e c t  e x D e n s c s  of t h e  d e o a r t m e n t  s i l l  n o t  

i n c  1 u d e  : 

f i 1 t h o s e  i n c r r m e n t n l  o u t - o f - p o c k e t  e x n c n s e s  t h n t  Arc 

i n c u r r c d  for t h e  d i r e c t  b e n e f i t  nnd c o n v e n i e n c e  

o f  A c l i c n t  Comoanv or n uroiie of C l i e n t  

Comunn les .  o r  a r i s i n g  i n  nnv mnnner f r o m  s n r c j f i c  

s e r v i c e s  r e n d e r e d  t o  a C l i e n t  Comoanv o r  n e r a i n  

o f  p l i c n t  rnmorrnies ,  snd n r e  t o  b e  d i r c c t l v  

c h n r c c d  t o  s u c h  C l i e n t  Commns- or eroiio o f  CI i e n t  

Compsn i es : And 
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1 1 i )  S r r v i r c s '  o \ p r h e a d  e \ n e n s e s  t h R t  a r e P a g e 3 6 o f 1 2 4  

a t t r i h i c t ~ b l e  t o  r n a t n t a i n l n c  t h e  ? o r o o r A t r  

e x i s t ~ n r e  o f  S c r \  i c e s .  f r n n c h i s r  And o t h e r  

e e n e r n l  t a \ e s .  and  a l l  o t h c r  i n c i d e n t a l  

o \ e r h e a d  c \ .oenses  i n c l u d i n e  t h o s e  a u d i t i n e  f e e s  

and  a c c o u n t  j ne de par t men t e x  v e n s e s  R t t r 1 but  Able 

t o  S e r \  i c e s  f I n d i r e c t  CorDorate C o s t s ) .  

le1 S r r \ i c c s  h i 1 1  ~ = s t a b ! i s h  a n n u a l  b u d g e t s  f o r  c o n t r 6 1 1 1 n Q  

m 

t h e  e s p e n s o c  of  c n c h  se rv ice  d e p a r t m e n t  nnd t h o s e  

c \pcnses  0111 l i n e d  .ihove i n  S e c t  i o n  : f d t  h-hich arm n o t  

rlvpa r t  men t 5 t1i-c i f i c . 
3 .  l a1  E r u 1 > 1 o v ~ ~ s  i n  +?ch i!ei*artnient h i 1 1  t.0 di-:tdcd i n t o  t v o  

c l a s s e s :  

A .  Ttiosr c m o l o r e e s  r c n d e r i n e  s e r v i c e  t o  C l i r - n t  

Comoan ies  (C1ass  A ) .  a n d  

8 .  T h e s e  o f f i c e  and g e n e r a l  s e r v i c e  emnlovc*s .  s u c h  

ns s e c r e t a r  ies. s t e n o b ? r a ~ h e r s .  t e f e o h o n e  o n e r a t o r s  

and f i f e  c l e r k s .  who e e n c r a l l v  ASSlSt e m p l o r e e s  i n  

rlass 4 or r e n d e r  o t h e r  h o u s e - k r e p i n e  s e r v i c e s  nnd 

who a r e  n o t  e n a a e c d  d i r e c t l v  i n  r c n d e r i n o  s e r v i c e  

t o  a r l i e n t  Companv o r  a grocip o f  C l i e n t  

C o m m n i e s .  I n  t h e  event t h a t  a n r  s u c h  o f f i c e  o r  

c c n e r a l  s e r v i c e  emDlovees  are r s s i g n e d  to 

f u n c t i c r i s  t h a t  a r e  s t t r i b t i t s b l r  t o  s e r v i c c s  b r i n e  

p e r f o r m 4  f o r  C1 i e n t  C o m m n i e s .  s u c h  e m o l o ~ - c c s  

s h a l l  be r e c l a s s i f i e d  ns PIASS 4 cmnlo~-ees .  

f h l  E s p e n s e a  set  f o r t h  i n  S e c t i o n  2 nbo..e w i l l  he aewtrn:cd 

t o  show: 

I i )  s n l a r i r s  eind vaecs of C l n s s  .4 rmolo\*ecs. nnd 

l i i l  a l l  o t h r ? r  e u o e n s e t  o f  t h e  d c p n r t m e n t .  

I C )  C l a s s  A c r n p l o ~ - e e s  i n  e a c h  d e p a r t m e n t  % i l l  m e i i i ? a i n  a 

r-.?cord of t h e  t . i m e  t h e -  a r e  cmploved  i n  r c n d e r i n o  

s e r v i c e  t o  vnch  C l i e n t  Comntinv or C r o i i D  o f  C l i e n t  

Compan ies .  The hoi r r lv  r n t e  Cor e a c h  Class A emoloyee  

w i l l  be d e t e r m i n e d  e a c h  month .  

EGSI TTC Cost Case 3 A - A 3 3  3733 
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4 .  The c h a r u p  1 9  C l i e n t  Comvnnv o r  A uroiio o f  C l i e n  ? m p a n i e s  

l o r  a r . a r t i c u l n r  s e r v i c e  Gill h e  rh- + * i m  of t h r  f : c l r r c s  

. f e r i r r d  bv miilt j n l r l n c  t h o  hmirI:  r o n o r t e d  bo e a c h  f l a s s  A 

cmplovee  i n  r e n d e r l n c  s u c h  % e r v i c e  hv t h r  h o i i r l v  r 3 t . e  

n p p l  i c a b l e  t o  s u c h  cmploree arid o t h e r  d i r e c t  a l loca ted  

e x p e n s e s .  I n d i r e c t  D c p s r t m e n t n l  \ ' a r iAh lp  Costs .as d e f i n e d  

i n  2 I c l f i i )  = i l l  h e  . s l l o c a t e r l  i n  p r o n o r t i o n  t o  t h e  d i r e c t  

s a l n r i e r  ,ind wnces c h n r a e d .  h'hcn c e r * ; i c ~ ~  a r e  re-'drrt?d t o  

a a r o u p  of C l i e n t  r c - m p n n i e s  t h e  c a s t  o f  st ich se rv i . c+s  w i l l  

b e  a l l o c a t e d  nmona c o m p n n i c s  i n  t h e  Proup i n  A C C O ~ < A ~ I C ( ?  

w i t h  I h r  nllocnrion forrnriln- i n  S e c t i o n  7 of t h i s  : \ h i b i t .  

I n d i r r c t  n c p n r t m e n l a l  F i x e d  C o s t s  w i l l  be n l l o c n t c d  2 0  

r l i e n t  Comcranirs o n  t .he h a s i s  set f o r t h  i n  'Scc t ioR  7 o f  

t h i s  E x h i b i t .  

5 .  Those  r r cpcnses  o f  S r r v i r e s  t h e t  a re  n o t  i n c l u d e d  : n  t h e  

oyrw-nsr o f  n d c o n r t m c n t  u n d e r  S e c t i o n  2 a b o v e  w i l l  he 

c h n r q e d  t o  C l i e n t  C o m p a n i e s  r e c e i v i n g  s e n  ice a s  fsllour: 

I A I  l n c r c m c n t r l  o * r t - o f - p o c k c t  c o J t s  i n c u r r e d  f o r  t h e  d i r e c t  

bene f  t a n d  c o n v e n i e n c e  o f  a C l i e n t  Conrionv - r  n grotin 

o f  CI r n t  C o a r e n i e s .  or a r i s i n c  i n  nnv mnnnrr  f rom 

speci ic s e r v i c e s  r e n d e r e d  t o  n C l i e n t  Connnnv or n 

crouo o f  C l i e n t  ComDani r s .  b i l l  b e  c h a r g e d  l i r p c t l v  t o  

s u c h  ccm>nnr* c r  g r o u p  o f  commanics .  S u c h  c o s t s  

i n c u r r e d  f o r  a eroiio of C l i e n t  C o m m n i e s  w i l l  b e  

a l l o c a t e d  on t h e  h n s i s  set. f o r t h  i n  S e c t i o n  7 o f  t h i r  

E x h i b i t .  

Ibl The I n d i r e c t  Cornovate  C o s t s  of S e r v i c e s  c c f r r r r d  t o  

~ h o \ r  i n  S e c t i o n  2 f d ) ( i i )  h i l l  hr e l l o c a t e d  among t h e  

C l i c n t  C o m v n n i e s  o n  t h e  hnsis srt  f o r t h  i n  S e c t i o n  7 

of t h i s  E x h i b i t .  

6 .  On t h e  h n s i s  o f  f h e  f o r e e o i n c r .  m o n t h l v  h i l l s  w i l l  tsn 

r e n d e r e d  t o  C i  i c n t  Ccmpnnv. B i  1 1  i n c  p r o c e d u r e s  nnd *moun t s  

s i l l  be o p e n  t o  n i i d i t  b r  C l i q n t  C o m w n r  And b v  n n r  

EGSI TTC Cost Case 314423 2523 
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C 1  l e n t  Comnanv. 

7 .  l a )  Khen s e r v i c ~ s  ;trc r e n d e r e d  t o  9 a r o u n  of C l i e n t  

SomDanies .  the  f n l l o c i i n e  f o r m u l a e   ill he u s e 4  t o  

a l l o c a t e  t h e  c h n r c e s  t h e r e f o r  amone C l i e n t  Ccmcnn ies  

I n  s u c h  g r o u p :  

? I  F i n a n c e  i St*stcrn 
Acro i in t  i n 9  

3 1  S i t c l e a r  

1 I F n e i n r e r i n c .  S v s t e s  
P l a n n l n a  and  File1 S I I P P ~ * *  

5 )  S v s t e m  O p e r a t i o n s  
C e n t e r  

6 1  Commiinicat i o n r  

7 )  P u b l i c  RP1AtiOnS 

R I  Tax  

9 I Tnsrtrcrnce 

IO) Cornmiter  r e n t e r  

1 1  I I n t e r n a l  Aud i t  i n e  

1 2 )  I n d i r e c t  D c p n r t m r n t n l  
Fixed Costs nnd 
J nd i r c c  t Corpora te  
c o s t s  

n i t r l e a r  cornnanies  

r a n a h 1 1  i t v  r e s n o n s i b :  
ratio fSo te  2 )  

Canahllitv r e s n o n s i b i  
r a t i o  f S o t c  2 1  

Comoosite f a c t o r  fNot  

Cornnos i t e  f a c t o r  lWotc I )  

The sum of t h e  t o t a l  income 
a n d  t o t a l  d e d u c t i o n s  A I  
r e n o r t c d  f o r  F e d e r a l  Income 
TAX purposes on t h e  r e t u r n  
f i l e d  f o r  t h e  n r e c e d i n r  
c a l e n d a r  \*ear. 

I n s u r a n c e  premiums f o r  t h e  
D r e c e d i n r  c a l e n d a r  \*ear. 

V a r i o u s  h n s r q .  d e p c n d i n e  uoon 
t h e  nature  o f  t h e  services 
r e n d e r e d .  a s  r c r e c d  uoon bv 
the C l i e n t  C o m m n i e s .  

C o m n o r i t e  f a c t o r  (Note 1 1  

4 l l o c a t c . d  nmonu r l i r n t  
Comnan ies  i n  t h e  snme 
ceroport i o n  AS t h e  r h n r c e s  
t o  t h e  C l i e n t  Companies 
esc 1 tid i n e  l n d i  cec t 
D c o a r t m c n t s l  F ixed  rests 
and  l n d i r c c t  Corporate 
C o s t s .  

. .. .-.-I c_ 7 
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d i s t r i b i i r  i o n  b a s e d  tinon a f u n c t i o n e 1  r e l a t i o n s h i D  

b e t w e e n  t h e  s e r v i c e s  invoI*..cd nnd t h r  formula  u s r d .  

Anv s u c h  c h a n P e  i n  a l l o c a t i o n  hasps s h a l i  he made o n t v  

a f t e r  f i r s t  u i v i n q  t o  t h c  Commission u r i r t e n  n n ? t . * r  n f  

sirch ~ , r n , w s o d  c h n n e c  no? lrss t h e n  5 0  d a v s  u r i o r  t o  

the t>roirn+cd c f f c c t  i v r n r s p  o f  n n r  s u c h  r! ianee.  

':otc 1 : The r n m t m s i t e  f a r t o r  i s  c o m n o ~ 4  o f  f o u r  Fsctors  w i t h  

C , I I I H I  b.etchr  i n 1 7  t o  a-nch. Thosc f . ictot-s a r c  k i l o b a t . ? -  

h r l r  s a l c s .  a v e r n e e  clrrtcmers. nrimher of ~melorrcs 

and  c - a ~ n h i l  i t v  r e s p o n z i b i l i t v  r a t i o .  

v o t e  2 :  T h r  c n p a b i l i t v  r r s v o n s i b i l i t r  o f  A companv i s  t h e  

S v s t . e m  c n p a b i l i t v  m u l t i p l i e d  bv t h e  r a t i o  o b t n i n r d  h v  

d i \ * i d i n c  A c o m o n n y ' s  v ~ a k  l o a d  b\* t h e  Srstrm neak 

l o n d .  The romrJcrnr 's  i w a k  l o a d  is  the Avernae  of t h e  

t g e l v c  m o n t h l v  h i g h e s t  c l o c k  h o u r  demands i n  ktlovntts 

of t h e  Comnanv'.q Interconnected r v s t e m .  o c r r i r r i n g  C A C h  

month c o i n c i d e n t  w i t h  r h e  S v s t c m  P e r k  load .  d u r i n g  t h e  

t u e l v e  month p e r i o d  e w f i n e  K i t h  c u r r e n t  nonth.  

EGSI TTC Cost Case 3A-425 2525 
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I b l  I f  lhc I IYC o f  n b . ? s i e  o f  a l l o c a t i o n  *.oiiId -401(~f7W 

i n r c a ~ i i t v  tepracise of i\ rh . i i tCr  i n  o v r ? t . i o n s  *jr 

n r c . s n i ; : ~ t  i o n  ~f t h c  rl : e n r  Comnnn ics .  t!,en S c r v i c e s  

ma\* ad ! l i s t  ? h e  h n s i s  t o  e f f e c t  .XI> ( - 1 i i i i t  3LIe 

d i s t r i b i i t  i o n  besed  tinon n f u n c t i o n s 1  r r l a t i o n s h i o  

b e t v e e n  t h e  se r \ ' i ces  in\nl*:cd and t h e  formii1n u p r d ,  

Anv such rhnncc.  i n  a l l o c s t l o n  h s P s  s h n l l  be mode o n l v  

a f t e r  f i r s t  e t v i n q  t o  t h e  r o m m i s s i o n  w r i t t e n  n n t i - r r  of 

S I I C ~  p ro imsod c h n n e e  no?  lrss t h a n  G O  d a t * s  r J r i o r  t o  

Lttp I>roi-tn*.cd c f f c c t  i v c n e s n  nf anv s u c h  r ! i anee .  

Y o t r  1 :  l 'hc r . n n i w s i t e  f a c t o r  i s  coanozfid o f  f o u r  Cqctors c i i t h  

eaita1 c*iL: t i t . ina  t o  g-ach. Those f a c t o r s  a r c  ki1oi .nt . t -  

ttoiir sa1t-s. a v e r n e e  ciictcmcrs. niimher o f  ~ . m ~ l o v r c r  

a n d  c . ? a r t h i l i t r  r e s n o n s i b i l i t r  r a t i o .  

y o t c  2 :  The c n n n b i l i t v  r r s p o n s i b i l i t t -  o f  A comoanv i s  t h e  

S v s t - m  c a p ~ h i l  i t r  mu11 i n l i e d  br t h c  r a t i o  uht r r incr l  hv 

d i v i d i n r  n c o m n a n y ' s  peak load b\' ? h e  S v % t r n \  w n k  

l o n d .  The rompnnv's .  F C R ~  lond is ttir n v e r n e e  o f  t h e  

tuelvc m a n t h l v  h i e h e s t  c l o c k  hour  dcmnndc i n  k i l o v n t t s  

o f  t h r  Comaanv ' s  i n t e r c o n n e c t e d  s v s t r m .  o c c u r r i n e  encti 

month c o i n c i d e n t  w i t h  t h e  S v s t e m  venk l o r d .  during t h e  

t w e l v e  mon th  o c r i o d  e m i i n e  w i t h  c u r r c n t  month.  

- - 
EGSI IITC Cost Case 3A-426 2526 
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EXHIBIT A 

Amendment 

To 

Service Agreement 

The parties hereto do hereby stipulate and agree that the 

SERVICE AGREEMENT entered into by and between them under date 

of April 1. 1963, and as heretofore amended 

on Januaw 1. 1972, April 27, 1984, A m  1. 1988. and 

Januarv 28, 1991, be and the same hereby is further amended 

by substituting for Exhibit I1 to the SERVICE AGREEMENT, the 

attached revised Exhibit TI. The effective date of this 

amendment is January 1, 1992. 

IN WITNESS WHEREOF, the parties hereto have caused this 

Amendment to be executed this 23rq day of ADril. 1992. 

CLIENT COMPANY 

plew Orleans Publ$c Service. Inc,  

3Y f l 2 2 m - '  
Title -~ 

EGSI TTC Cost Case 
3A427 2527 
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2. 

EXHIBIT 11, Page I 1 . Exhibit C E B l E  

VI- INC. IS ERVICESL ENTERIix SER 
(January 1, 1992) 

The cos t s  of rendering r e rv i ce  by Services w i l l  include a l l  

cos t a  of doing businera including i n t e r e s t  on debt but 

excluding a r e tu rn  tor tho use of Serviceaa i n i t i a l  equity 

c a p i t a l  amounting t o  $20,000.  

Service. w i l l  r a in t a in  a separate record of the 

expensea of each department. 

department w i l l  i nc lude :  

(i) 

The expenses of each 

those expensea t h a t  are d i r e c t l y  a t t r i bu tab le  t o  

such department, and 

an appropriate po r t ion  of those office and housr- 

keeping expenses t h a t  a r e  not d i r ec t ly  

a t t r i bu tab la  t o  a department but v h k h  aro 

necessary t o  the  operation of such department. 

Expensea of t h e  department w i l l  include sa l a r i ca  and 

wages of employees, including soc ia l  securi ty  taxea, 

vacation., paid absence#, aicknes., employe. d i s a b i l i t y  

expensea, and other employee velfaro expensea, r en t  and 

u t i l i t i e r r ,  matetiale and suppliea, depreciation, and a l l  

other expenses a t t r i b u t a b l o  t o  tho department. 

Departmental expenses w i l l  ba categorized i n t o  one of 

two classes: 

(i) 

(ii) 

those expense. which a r e  d i r e c t l y  a t t r i bu tab le  t o  

specif ic  service8 rendered to a c l i e n t  Company o r  

group of Client Companies (Departmental Direct 

Costa), and 

thsse c.uyw.ses dhich era attributable t o  the 

overal l  operation of tha department and not t o  a 

specif ic  service provided t o  Client Companies 

(Departmental fndirect  Costs). 

(ii) 

.. ....e :.:.. ..... . ... ....... . .._.a ,... . . . . ' .  - . . .  . . . - .  . .. . '. .',.... ........*......*......_..I ._.. _..... .: .... 
C Cost Case ~7 3 A-428 
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Departmental lndlrwt Costs include: 

(1) Administrative labor costs associated with office . 
and general se,-rice employees described in Section 

J(a). 

vager ot  there employees but also other related 

employment c o r 3  described in Section 2(b) above. 

Occupancy costs including rent and utilities. 

This wodd include not only the salaries and 

(2) 

(3) Depreciation. 

(5) Materials and mpplier, telephone use, postage, 

etc. 

Other costs at-ibutable to a department. (5) 

The indirect expens- of the department will not 

include: 

(i) 

(d) 

those incremctal out-of-pocket expenses that are 

incurred for :?e direct benefit and convenience of 

a Client Compny or a group og Client Companies 

and are to be directly charged to such Client 

Company or gr=up of Client cornpanire; and 

(il) Service.' ovc-head expenses that are attributable 

to maintalnirq the corporate existence ot  

Service., frucbire and other general taxea, and 

all other incidental overhead expenses including 

those auditirq leer and aocounting department 

expensea attr?butable to Service8 (Indirect 

Corporata Coszi). 

(e) Services vi11 e8tat:ish annual budgets for controlling 

the expenses of  ea& service department and thoro 

expersea outlir?rd L'ove in Section 2(d) which are not 

department speclf ic. 
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3 .  (a) Employees in each department will bo divided into two 

classes: 

A. Those employees rendering service to Client 

Companies (Clarm A) ,  and 

b. Those office and general service employees, such as 

secretaries, stenographers, telephone operators and 

file clerks, who generally assist employees in 

Class A or render other house-keeping services and 

who are not engaged directly in rendering service 

to a client Company or a group of Client Companies. 

In the event that any such office or general 

service employees are assigned to functions that 

are attribvtablb to services being performed tot 

Client Companies, such employees shall be 

reclassified as Class A employees. 

(b) Expenses set forth in Section 2 abovb will be separated 

to rhovt 

(A) salaries and wages of Class A employees, and . 
(ii) 
Class A employees in each department will maintain a 

record of the time they are employed in rendering 

service to each Client Company or group of Client 

Companies. 

will ba determined each month. 

The charge to Client Company or a group of Client 

Companies for a particular service will k tha sum ai 

the figures derived by multiplying tho hours reported by 

each Class A employee in rendering such senricv by the 

hourly rate applicable to such employee and other direct 

allocated expenses. 

Departmental Indirect Costs as defined in Section 

Z(c)(ii) will be allocated in proportion to the direct 

salaries and wages charged. 

all other expenses of the department. ' 

(c) 

The hourly rate lor each Class A employee 

4.  (a) 

(b) 
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b. Those expenses of Services that are not included in the 

expense of a department under Section 2 above will be charged 

to client Companies receiving servfco as followr: 

(a) Incremental out-oC-pocket costs incurred Cot the direct 

benetit and convenienc. of a Client Company or a group 

of Client Companfes will be charged directly to such 

company or group of companies. 

The Indirect Corporate Costs of Services referred to 

above in Section 2(d)(ii) will bo allocated among the 

Client Companies in the same proportion as the charges 

to the Client Companies, excluding Indirect Corporato 

costs. 

If the method of allocation of Departnental Indirect 

Coats (Section 4(b)), or Indirect Corporate Costs 

(Section S(b)), would result in an inequity because OF a 

chanqe in operations or organization of the Client 

Companies, then Services may adjust the basis to effect 

an equitable distribution. 

allocation shall be made only aitor first giving to tho 

Commission written notico of such proposed change not 

less than 60 days prior to the proposed effectivenesr of  

any such change. 

On the basis of t h e  foregoing, oonthly b i l l #  vi11 be rendered 

to Client conipanfas. 

open to audit by Client Company and by any r e g u l a t q  

authority having jurisdiction in respect of the Client 

Company. 

When services aro rendered to a group of Client Companies, 

costs OI such service shall be allocated equitably among tho 
Companies based on tho nature and scope o€ the service 

rendered according to tho forrular outlined i n  Exhibit 11, 

Supplement. 

(b) 

( c )  

Any such change i n  

6 .  

Billing proctdute8 and amounts vi11 bo 

7 .  

1 

December 19, 1991 



Exhibit 11, Supplement 

Noto: Each allocation fornula is based on data relevant to 
the participating Client Companies. 

Znorgy 8ales 

Baaed on total kilowatt-hours oil energy sold to Residential, 
Commercial, Industrial, Government and Municipal consumers. 

Cuatomars 

Based on a twelve month average 02 Residential, Commercial, 
Industrial, Goverment and Hunicipal general business 
customera. 

mplOy@rS 

Eased on the number of full time employee8 at year-end. 

CapabilityjResponribili~y Ratio 

The CapabilityjResponsibility Ratio of 8 company i 8  the 
System capability multiplied by the ratio obtained by 
dividing 8 company*# peak load by the System peak load. 
company's peak load is the average of the tvelve monthly 
highest clock hour demands in kilovattr o f  the Compsny'8 
interconnected system, occurring each month coincident with 
the System peak load, during the tvelvo month period ending 
with the current month. 

The 

composite - 8rlO8, Customerr, Zmployrrr and 

Based on Sour components with equal weighting to each: 
kilowatt-hour enerpy sales, averago customers, number of 
employees and capability responsibility ratio. 

~ ~ p . f ~ l i t l / l l r p o p s i ~ ~ l i ~ *  Ratio 

Composite - Energy Srlor, Curtomerr and DC8 nPplogera 

Based on three components ot equsl veighting: kilowatt-hour 
energy salea, averago custoaers and number of Distribution 
and Customer Service employees. 

fransnirrioa Liao Hi1.S 

Based on the number of mile4 ot transmission line*, WdqttCed 
for design voltage. 
(Voltage 5OOkv = 1, Voltago >I. 5OOkv - 2) 

8 u b S t r t i O A S  

Distribution substations is based on the number of hlgh 
voltago substations weighted for voltago. 
(Voltage 500kv = 1, Voltage >- 500kv = 2) 

Page 1 
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Comporito - Transri8sioa Linr Wil8r/BubrtAt~oa8 
Based on two components: transmission line Biles with 8 308 
weighting and the number of high voltage sobstations with 8 
7 0 t  weighting. 

Aircraft RidorSbiQ 

Based on employee use of company aircraft. 

bisartrr Rrcovery npplicrtionr 

Based on the number of software applications that require 
alternate mainfranre processing support for business 
continuity during a computer center disaster. 

Epftp/Capftali%.tion Ratio 

This ratio is computed for Entergy Corporation and the Client 
Companies as follows: . Entergy Corporation18 allocation i a  t h e  ratio of common 

shareholdere equity to total capitalization; . the Client Companiea allocation is the ratio of preferred 
stock plus long term debt to total Capitalization. 

F i n a l  Bill ~rocrsriag 

Based on the total n&r of final bill8 processed for 
collection. 

a.8 C O n * U p t i O n  

Based on th8 voluar8 of natural as consumed annually by all 
gas fired generating units with 1 n the Entergy system. 
Incomo and Deduction Ratio 

Based on the previour year8 federal lncomo tax return, total 
incomr plur total deductions. 

trV@l of Bervico 

Based on Entergy Services' total billings to each Client 
Company excluding corporate overhead. 

Money Pool Trans~ctionr 

Based on each company'e use of thr'money pool, weighted 758 
on Zrequency of transactions, and 1 5 1  on dollar amount of the 
transaction. 

maloar and casualtyptoparty fnsuranco Premiunr 

Based on total Client Company costs for the previous year'# 
insurance premium. 
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Several formulae are based on the number of participants in 
various Client Company plans and programs, such as: 

. Savings Plan . Flexible Benef ita Programr . Master Trust Plan 

. Studentiparent Loan Program . Syatemvido Welfare Plan8 . Benefitr Plur Flexible Spending Account . Non-Qualified Defined Contribution Restoration Plan . Personal Eifects Floater Plan 
, Personal Property and Casualty Benefits 

ESOP 

Preferred' 6tockholUrrs 

Based on total number of preferred etockholders at year-end. 

Based on total general bueinesa revenues from energy sales to 
Residential, Coimercial, Industrial, Governaent and Municipal 
consumers. 

Based on the power level, rated in kilowatts, that could ba 
achieved if a11 generating units were operating at rnaxfmum 
capability simultaneously. 
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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 Asxi1 1. 1963, 

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

January 28, 1991, and January I, 1992, be and the same hereby is further 

amended by substituting for the Supplement to Exhibit ll to the SERVICE 

AGREEMENT, the attached revised supplement to Exhibit I I .  This amendment is 

made and entered into as January 1, 1996. 

ENTERGY NEW ORLEANS, INC. 

(formerly New Orleans Public Service Inc.) 
>Tj/fk+- / 

r -  

BY ' 

Title ,,r, <'k* 5 ,  (;?'.< )'c I 
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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 January 1, 1972, April 27, 1984, Auclust 1. 1988, 

January 28, 1991, and January 1, 1992, 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 II. This amendment is 

made and entered into as January 1, 1996. 

ENTERGY NEW ORLEANS, INC. 

(formerly New Orfeans Public Service Inc.) 
c , I  ./-& &L/ c- BY 1% 

I . -  
Title /", .'& 5 ,  '-/e pk / 
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ALLOCATION FORMULAE FOR 

GROUPS OF CLIENT COMPANIES 

Exhibit 11, Supplement 

Note: Each aihation 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 support of 
marketing programs. 

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 forecast, environmental services and customer information systems. 

EMPLOYEES 

Based on the number of full-time empioyees at year-end. 

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

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 dock-hour demands in 
kilowatts of the interconnected system, occurring each month coincident with the 
system peak load. 

Used primarily for the allocation of cads incurred in least cost planning, fossil 
plant support, and integrated planning. 

EGSI l T C  Cost Case 
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COMPOSITE - ELECTRWGAS: AP&L, GSU, LP&L, MP&L, NOPSI, EOI, 

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 
10% to ETR and 1% to SFI 

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 a1 Id 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 d e s ,  transmission lines or substations, customers or 
customer servicelsupport employees. 

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, acquisition, 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 opersticxrs and maintenance as wejl a5 
for engineering and project management associated with substation 
construct ion. 
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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, 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 €SI total billings to each System company, excluding corporate 
overhead. 

Used for the al4ocation of costs 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-nuckar 
generating units were operating at maximum capability simultaneously. 

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

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 34.5kv or less. 

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

COAL CONSUMPTION 

Based on Ihe 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 allocation 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, Ami1 27, 1984, Auwst 1. 1988, 

Januaw 28. 1991 , Januarv 1, 1992, and January I., 1996 be and the same 

hereby is further amended by substituting for the Supplement to Exhibit il to the 

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

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

ENTERGY SERViCES, INC. 

BY ad& 4 
Vice President and 

ENTERGY NE* OPL€ANS, INC. 

EGSI TTC Cost Case 
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ALLOC ATION FORMULAE FOR 
GROUPS OF CClENT COMPANIES 

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. -)' 

CUSTOM ERQ 

8ased on a twelvemonth average of residential, commercial, industrial, 
government, and municipal general business eledric and gas customers. 

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

EMPLOYEE3 

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

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

RESPONSIBILITY RAnO 

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

EGSI TTC Cost Case 
3A-442 2542 



Exhibit CEB-4E 
2005 TTC Cost Case 

Used primarily for the allocation of costs incurred in fossil plant support andpage 57 of 124 
integrated planning. 

COMPOSITE - TRANSMISSION, DlSTRlBUTlONiCUSTOMER 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/support employees. 

TRANSMISSION LINE MILES 

Sased on the number of miles of transmission lines, weighted for design voltage 
(Voltage 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 Voltage (Voltage 
5OOkv = 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. 

COMPOSITE - TRANSMISSION LlNESlSUBSTATlONQ 

Based on two components: Transmission Cine 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 CONSUMPTIOA 

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

EGSI TTC Cost Case 
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Federal income tax returns and research of Federal tax issues. 

LEVEL OF €SI 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-NUCLEAR1 
. 

Based on the power level, in kilowatts, that could be achieved if all nonnuclear 
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 employee$. 

DISTRIBUTION LfNE MILES 

8ased 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 CONSUMPTIOY 

Based on the quantityof ions of coal delivered for a twelve month period to each 
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Used for the allocation of costs associated with ssnices 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 

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

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

INSURANCE PREMIUMS NON-NUCLEAH 

.. 

Based on non-nuclear insurance premiums. 

Used for the allocation of costs associated with risk management. 

ASSET RECORDQ 

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 AUTHORlZATfONg 
jCEA'S1 

Based on a twelvemonth average of outstanding CEA's. 

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

=TAL 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 sewices 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 relationship between the sewices and any 
other available allocation formula. 

BANK ACCOUNT4 

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 servers 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. 

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. 
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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 January 1, 1972, April 27, 1984, Auaust 1, 1988, 

Januaw 28,1991 , January 1, 1992, Januaw 1. 1996, and January 1,1998 be 

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

Exhibit I I  to the SERVICE AGREEMENT, the attached revised Supplement to 

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

ENTERGY SERVICES, INC. 

BY& L9L4!L. 
Vice President and ChiefAccounting Officer 

President and CEO ' 
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ALLOCATION FORMULAE FOR 
- GROUPS OF CLIENT COMPANIES 

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 training, various faciiities-based 
benefits and information technology desktop support. 

RESPONSIBILITY RATIO 

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 
kiiowatts of the interconnected system occurring each month coincident with the 
system peak load. 
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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 TransmissiotVSubstation 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. 

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 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 < 
500kv = 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 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 Joad component. 

GAS CONSUMPTION 

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