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METHODS OF ALLOCATING COSTS AMONG CLIENT COMPANIES RECEIVING 49991

THIS AND SIMILAR SERVICE AGREEMENTS WITH MIDDLE SOUTH SERVICES, INC. (TF

Case
124

1. The costs of rcndering service by Scrvices will include all costs of doing

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

Services' initfal equity capital amounting to $20,000,

2, (a)

(b)

(c)

EGSI TTC Cost Case

Services will maintain a scparate record of the expenses of
each department., The expenses of each department will
include:
(i) those expenses that are directly attributable to
such department, and
(ii) an appropriate portion of those office and house-
keeping expenses that are.not directly attributable
to a department but which are necessary to the
operation of such department.
Fxpenses of the department will include salarfes and wages of
employces, including social security taxes, vacations, paid
absences, sickness, employce disability expenses, and other
employee welfare cxpenses, rent and utilities, materfials
and supplies, deprectation, and all other expenses attribut-
able to the department.,
The expenses of the department will not include:
(i) those incremental out-of-pocket expenses that are
incurred for the direct berefiz nd rmnvenience of
a Client Company ot a group of Clieat Companfes and
ate to be charged as such to such Client Company ot
group of Client Companies; and
(i) Services' overhecad cxpenses that are attributable to
maintaining the corporate existence of Services,
franchise and other general taxes, and all other
incidental overhead expenses fncluding those
auditing fees and accounting departrent expenses

attributable to Services.
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(d) Services will establish annual budgets for controlling thePage 15of 124

cxpenses of cach service department.

3. (a) trployees in cach department will be divided into two classes:
- A. Those ¢mployces rendering scrvice to Client Companies,
and
B. those nifice and general service employees, such as

secretaries, stenographers, telephone operators and
{ile clerks, who generally assist cwmployees {n 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. 1In the event
that any such office or general service employees ace
assigned to functions that are attributable to services
being performed for Client Companies, such employees
shall be reclassified as Class A employees.

(b) Expenses set forth {n Section 2 above will be separated to

show:
(i) salaries and wages of Class A employces, and
(ii) all other expenses of the department.

fc) There will be attributed to a Class A employee's salary or
wage, that percentage of all other expenses of his department
(as defined {n Section 2(b) above) that his salary or wage is
to the total Class A salaries and wages of that department.

v Jlass A employees i oach lepariment will maintain a record
of the time they are employed in rendering service to each
Client Company or group of Client Companfes. An hourly rate
for each Class A employee will be determined at the beginning
of each year as follows: Each Class A employece's annual salary

- adjusted for any estimated salary change plus employee welfare

expenses which shall include medical and hospital {nsurance
premiums, life insurance premiums, socfal security taxes,

vretirement income benefits, employee disability expenses, and

P I LUt R U
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any other similar welfare expenses, shall be divided by th?age 16 of 124

total nunber of estimated productive hours which shall be

determined as follows:

Total available working days
{considering Satucrdays, Sundays

and recognized holidays) X
Less allowable days for
Estimated vacation X
Estimated sick leave X

Estimited non-productive
time (conventions, con-
ferences, unassigned) x x
Estimated net available x
productive days for the year
Multiply estimated net available productive days by the
number of working hours per day to determine estimated annual
productive time {n hours, Divide estimated annual productive

time into the sum of employee's salary plus all other costs as

stated above to determine employee's hourly rate.

For groups of employees performing the same type of service, where
the salary spread within a group is not significant, an average
hourly rate may be determined i{n accordance with the foregoing

formula.

Such hourly rate as determined above will be employed throughout
the year in billfng Client Companies for services rendered and
will be adjusted from time to time to reflect significant

uafaresasen develir-ents such as disease epidenics,

The charge to Client Company or a group of Client Companies for a
particular service will be the sum of the figures derived by multi-
plying the hours rcported by each Class A employce in rendering such
service by the hourly rate applicadble to such employee. Other
expenses of a department as defined in 2(a)(ii) will be allocated in
proportion to the employee hourly rate charges. When services are
rendered to a group of Client Companies, the cost of such services
will be allocated among companies {n the group in a:ccordance vith

the allocation formulae in Section 7 of this Exhibie, 20t =000 =
3A-402 2502
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Those expenses of Services that are not included in the annual Page 17 of 124
expense of a department under Section 2 above will be charged to
Client Cempanfes receiving scrvice as follows:
(a) Incremental out-of-pocket costs {ncurred 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. Such costs iacurred for
a group of Client Companies will be allocated on the
basis set forth {n Section 7 of this Exhibit.
(b) The total annual expenses of Services rcferred to above
in Section 2(c)(ii) will be allocated among the Client
Companies in the same proportions as the charges to

Client Companies under Section & are allocated.

On the basis of the foregoing, monthly bills will be rendered to Client
Company, subject to adjustment after the year's end to ensure that all
billings represent actual costs, B8i1ling procedures and amounts will
be open to audit by Client Company and by any regulatory authority

having jurisdiction in respect of the Client Company.

(a) When services are rendered to a group of Client Comparies, che
following formulae will be used to allocate the charges therefor
among Client Companies {n such group:

Department/Activity Basis of Allocation

vl Zeecutive :nd ddvisory Gross electric 33 gas ruvenues
for the preceding calendar
year, (Note 1)

(2) Finance and Accounting Cross electric revenues or total
capitalfzation for the preceding
calendar year, depending upon

the nature of the services rendered.

{Note 2)

TEEL 00 -0
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(%)

(5)

(6)

- N

8y

9)

(10)

()
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Departument /Activity

fngincering, System
Planning and Fuel

Supply

System Qperations
Center

Advertising

Public Relations

Tax

Insurance

Computer Center

Economic Research

Internal Auvditing

EXRIBIT 11, Page 5
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Capability responsibility ratio (Note 3)

or total capitalization for the preceding
calendar year, depending upon the nature
of the services rendered.

Capability responsibility ratio. {Note 3}

Gross electric and gas revenues from
vltimate customers for the preceding
calendar year. (Note 1)

Cross electric and gas revenues or
electric and gas revenues from ultimate
customers ov total capitalizatfon for
the preceding calendar year, dcpending
upon the nature of the services rendered,
(Note 1)

The sum of the toral income and total
deductions as reported for Federal

Income Tax purposes on the return

filed for the preceding calendar year.
Insurance premiums for the preceding
calendar year.

Various bases, depending upon the nature
o8 :te services rendered, as agreed .pon
Sy the Clieat Companies.

Cross clectric and gas revenues from
ultimate customers or gross electric
revenues for the preceding calendar year
or capabilfcy resp;nsibillty. depending
upon the nature of the services rendered.
{Notes 1 & )

Gross electric revenues for the preceding
calendar year., (Note 2)

3A-404 2504
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(b) 1If the use of a basis of allocation would result in an ‘“°W190f124

because of a change in operations or organizatfon of the Cl{ent
Companies, then Services may adjust the basis to effect an
cquitable distributfon based vpon a functional relatfonship

between the services involved and the formula used.

Note 1: It {s not antic{pated that any significant services will relate to

transit, 1f they should, appropriate adjustment will be made.

Note 2: 1t {s not anticipated that any significant services will relate

to gas or transit, If they should, appropriate adjustment will

be made.

Note J: The capability responsibility of a company is the System capability
multiplied by the ratio obtafned by dividing a company’s peak load by
the System peak load. The company's peak load {s the average of the four
highest clock hour demands {n kilowatts of the company’s inter-
connected system, each on a different day, occurring during the

twelve month period ending with the current month.

AL TN Y S N
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Amendmvent No. 2
To

Service Agreement

The parties hereto do hereby stipulate and agree that the SERVICE

agreement entered into by and between them under date of Apri} 1, 1963 ’

be and the same hereby 1s emended by substituting for the form of Exhibit 1I
and Exhibit 11 to the Service Agreement, the attached revised form of Exhibit 1

and Exhibic 11.

IN WITNESS WHEREOF, the parties hereto have caused this Amendment

No. 2 to be executed this 27th day of April '\ 1984,

MIDDLE SOUTH SERVICES, INC.

v D5/ Do

Title President

NEW ORLEANS PUBLIC SERVICE INC,

By iia.,w /RO

Title Presiﬁgnt

EGSI TTC Cost Case 3A-406 2506



DESCRIPYION OF SERVICES WEICH WILL BE FPROVIDED BY MIDDLE SCUTH SERVICES, INC,
UNDER THIS AND SIMILAR SERVICE AGREEMENTS
. Exhibit CEB-4E
2005 TTC Cost Case
Page 21 of 124

(1) Consultation and edvice on financial planning, sale of securities and

tecporary cash investments, including assistance in connection with
the preparation, printing and filing of sppropriste documents with
regulatory authorities, and provision of liaison with financial community;

(2) Consultation end advice on budgeting and preparation of long-range
forecasts;

(3) Consultation and advice on employee benefit plans;

(4) Consultat{on and advice with respect to regulatory ratters, particularly
those involving the Secusities and Exchange Commission or the Federasl
Energy Regulatory Cowmissfion, and provision of liaison and assistance in
processing matters with the staffs of such commissions;

(5) Planning assistance and advice in the field of nuclear activities including
coordination or research programs and other activities i{n such field;

(6) Liaison with special counsel representing operating companies in
proceedings involving the Middle South System and with consultants
retained to prepare testimony and other data for use in such pro-
ceedings;

{(7) Operation of a communications and public relations department and placing
of Middle South System national advertising;

(8) Tax services relating to preparation and filing of returns for federal
and state income.tnxen snd declarstion of estimated income taxes; studies
of adequacy of tax accruals; and assistance in connection with audit of
returns by Internal Revenue Service and State Tax Agenciles;

(9) Insurance consult{ng and advisory services relating to fire and allied
lines of jinsurance, casualty and surety insurance, and employee benefit
insurance;

(10) <Ceneral consultation on management, business problecs and strategic planning;
. (11) Consultation on special accounting problews;
(12) Statietical services, such as study of comparative operating results,
and up-dating annually System statistical data:

(13) Preparation of maps;

21 -0001-0004
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(14) Ceneral sdvisory engineering services including system plann{ng.
operation, fuel supply end construction manageaent; . Exhibit CEB-4E
2005 TTC Cost Case
(15) Operation of a System Operations Center for the control of bulk pbage 22 of 124
supply and load dispatching within the Syster and with interconnected
eystewms;
(16) Planning assistance and advice with respect to System sales of power
under the interconnection agreements among the operating companies and
acting on behalf of the operating companies in dealings with other electric
utilities with relation to the sale, purchase or exchange of bulk electric
power and energy;
(17) Operation of a data processing Computer Center to serve the Middle
South Systew;
(18) Consultation and advisory services with respect to rate studies, rate
design, cost studies, load rescarch, weather analys{s, economic stuclies,
forecasts of intra-system transactions, and computer rate analyeis

programs; and

(19) Consultatfon, advice and services vith respect to internal auditing.

F21-0001-0008
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ot _ALLOCATING (QSTS AMONG CLIMNT COMFANIES RECEIVING SERVICE \NDER
THIS AD SIHILAR SERVICE AGREEMINTS WITH MIDDLE SCUTH SERVICES, INC. (SERVICES)

. Exhibit CEB-4E

2005 TTC Cost Case

1. The costs.of rendering service by Services wvill {nclude all costRagé 2» 524
business {ncluding Interest on debt but excluding e return for the use of

Services' initia] equity capital smounting to $20,000,

2. (&) Services will maintain e sepsrate record of the expenses of
each department, The expenses of each department will
include:

(1) those expenses that are directly attributable to
such department, &nd

(i) an appropriate portion of those office and house-
keeping expenses that sre not directly attributable
to & department but which are necessary to the
operation of such department.

(b) Expenses of the department will include salaries and wages of
enployees, {ncluding socfal security taxes, vacations, paid
sbsences, sickness, exmployee disadbility exp;nsel, and other
employee welfare expenses, rent and utilities, materials
and supplies, deprecistion, and al] other expenses attribut-
able to the department.

(c) The expenses of the departwent vill not include:

(1) those f{ncremental out-of-pocket expenses that are
fncurred for the direct benefit and convenience of
a Client Company or e group of Client Cowpanies and
are to be charged as such to such Client Company or
group of Client Companies; and

(11) Services' overhead expenses that are attributable to
maintaining the corporate existence of Services,
franchise and other general taxes, snd ell other
incidentsl overhead expenses including those
auditing fees and accounting department expenses

attridutable to Services.

5321-0001-0005
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(d) Services will establish annuel budgets for controlling the
expensecs of esch service department. Exhibit CEB-4E
2005 TTC Cost Case
3. (a) Ewmployees in each department will be divided into two classePage 24 of 124
A. Those employees rendering service to Client Companies (Class A),
&snd
B. those office and general service employees, such as
secretaries, stenographers, telephone cperators snd
file clerks, who generally assist employces in Class
A or render other house-keeping services and who are
not engaged directly in rendering service to a Client
Company or s group of Client Companies. 1In the cvent
that any such offfce or general service employees are
assigned to functions that are attribulsble to services
being performed for Client Companies, such employees
shall be reclassified as Class A employees.
(b) Expenses set forth in Section 2 above will be separated to .
show:
(1) salaries and vages of Class A ecployees, and
(11) all other expenses of the department.
(c) 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 Covpanies. The hourly rate
for each Class A employee will be determined each month.
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 multi-
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 3 department as defined in 2(a)
(11) will be sllocated in proporation to the salaries and wages charges.,
When services are rendered to a group of Client Companies, the cost of such
services will be alloceted among companies in the group in sccordance with

the allocation forwulae in Section 7 of this Exhibie,

' 521 -0001-0007
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$5. Those expenses of Services that are not included in the expense of a i
department under Section 2 sbove will be charged to Client Compariehibit CEB-4E
‘ 2005 TTC Cost Case

receiving service as follows: Page 25 of 124
(a) 1Incremental out-of-pocket costs incurred for the direct

benefit and convenience of a Client Cocpany or 8 grouvp

of Client Cocpanies will be charged directly to such

company or group of companies. Such costs fncurred for

a group of Client Companies will be allocated on the

basis set forth in Section 7 of this Exhibit,
(b) The total expenses of Services referred to above in Section 2{c){i1)

will be allocated among the Client Companies in the same proportions

as the charges to Client Companies under Sectfon 4 are allocated.

6. On the basis of the foregoing, monthly bills will be rendered to Client
Company. Billing procedures and amounts will be open‘to audit by Client
Company snd by any regulatory authority having jurisdiction in respect of

.

the Client Company.

1. (a) W%hen services are rendered to a group of Client Companies, the
following formulae will be used to allocate the charges therefor

among Client Companies in such group:

Department /Activity Basis of Allocation
(1) Executive and Advisory Coumposite factor (Note 1)
(2) Finance a;é Accounting Composite factor (Note 1)
{3) Nuclear N;mber of nuclear units,
(4) Engincering, System Capability responsibility ratio (Note 2)

Planning and Ffuel Supply

. (5) System Operations Capability responsidbility ratio (Note 2)
Center
(6) Comnunications Composite factor (Note 1)
L]
(?) Public Relations Composite factor (Note 1)

. F321-0001-000
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Department /Activity Basis of Allocation
(8) Tax The sum of the total income and total

deductions as reported for Federal
Income Tax purposes on the return

filed for the preceding calendar year,

(9) 1Insurance Insurance premfuma for the preceding

calendar year,

(10) Computer Center Various bases, depending upon the nature
of the services rendered, as agreed upon

by the Client Companies.

- (11) interﬁal Auditing Composite factor (Note 1)

(b) 1f the use of a basis of allocation would 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 formula used. Any such
change {n allocation bases shall be made only after first giving
to the Commission written notice of such proposed change not less
than 60 days prior to the proposed effectiveness of any such change.

Note 1: The cowposite factor is composed of four factors with equal wefghting
to each. Those factors are kilowatt-hour sales, average customers,
nuober of employecs and capability respons{bility ratio.

Note 2: The capability responsibility of a company is the System capability
multiplied by the ratio obtained by dividing & company's peak load by
the System peak load. The company's pegk load is the average of the
twelve monthly highest clock hour demands in kilowatts of the Company's

interconnected system, occurring each month coincident with the System

. peak load, during the twelve month period ending with 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 April 1, 1963 |

be and the same hereby is amended by substituting for the form of Exhibit II
to the Service Agreement, the attached revised form of Exhibit II. The

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

IN WITNESS WHEREOF, the parties hereto have caused this Amendment

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

MSU SYSTEM SERVICES, INC.
e e
APPROVED _.

WX | e

LEGAL

Title President/CEO

NEW ORLEANS PUBLIC SERVICE INC.

By }2@”%%”4@_

Title President/CEQ

EGSI TTC Cost Case 3A-413 2513




METHODS OF ALLOCATING COSTS AMONG CLIENT COMPAN1ES RECEIVING SERVICE UNDER

"THIS AND SIMILAR SERVICE ACREEMENTS WITH MSU SYSTEM SERVICES, JNC. (SPewBitiHB-4E
2005 TTC Cost Case

Page 28 of 124

1. The costs of rendering service by Services will faciude all costs of doing
business including interest on debt but excluding a return for the use of

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

2. {a) Services will maintain a separate record of the expenses of
each department, The expenses of each department will
include:
(1) chose cxpenses that are directly attributable to
such department, and
(11) an appropriate portion of those office and house-
keeping expenses that are not directly attributable
to a department but which are necessary to the
operation of such department,
(b} Expenses of the department will include salaries and wages of
employees, including social security taxes, vacations, paid
absences, sickness, employece disability expenses, and other
employee welfare expenses, rent and utilities, materials
and supplies, depreciation, and all other expenses attribut-
able to the department,
(c) Departmental expenses will be categorized into one of two classes:
(1) those expenses which are directly attributable to specific
scrvices rendered to a Client Comﬁany or group of Client
Companies (Departmental Direct Costs), and

(11) those expenses which are attributable to the overall operation
of the department and not to & specific service provided to

Client Companies (Departmental Indirect Costs).

EGSI TTC Cost Case 3A-414 2514



{d)

Departrental Indirect costs will be classiffed as fixed -

(Indirect Departmental Fixed Costs) or variable (Indirect o
Exhibit CEB-4E

Departmental Variable Costs), Departmental Indirect 3004 TTC Cost Case
Page 29 of 124

Costs {nclude all costs incurred by a department vhich are
necessary to operate the department but do not vary with the
level of services provided to other System Companies during a

fiscal year,

Cepartmental Indfrect Fixed Costs include:

(1) Administrative labor costs associated with office and
general service employces described in Sectfon 3(a), This
vwould include not only the salaries and wages of these
employces but also other related employment costs
descrided fn Section 2(b) adove.

(2) Occupancy costs including rent and utilfties,

(J) Depreciation,

(4) Other fixed costs attributable to a depatrtment.

Departmental Indirect Variadle Costs are those costs incurred

by a department vhich are necessary to support services to

cther System Companfes and cannot be practically assigned to

individual services provided to other System Companics but vary

with the level of these services during a fiscal year, This

would include materials and supplies, telephone usage, postage,

etc,

The iadirect cxpenses of the departoent will not include:

{i) those incremental out-of-pocket expenses that are {ncurred for
the direct benefit and convenience of a Client Company or 8
group of Client Companies and are to be directly charged to
such Client Compiny or group of Client Cempanies; and

{i1) Services' overhecad expenses that are attributable to
safntaining the corporate existence of Services, franchise and
other general taxes, and all other incidental overhead expenses
including those auditing fees and accounting department

cxpenses attributable to Sexrvices (Indirect Corporate Costs).

EGSI TTC Cost Case
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(e) Services will establish annual budgets for controlling the expenses

, . ibit CEB-4E
of each service departaent and those expenses o ll!nedzbb)g% Cost Case
Page 30 of 124

Sectfon 2(d) which are not department specific,
(a) Enmployees in each department will be divided into two classes:
A, Those employces rendering service to Client Companies (Class A),
and
B. those office and general service cmployees, such as
secretaries, stenographers, telephone operators and
file clerks, vho generally assist employces in Class
A cr render other housc-keeping services and who are
not engaged directly in rendering service to a Cllent'
Cempany or a group of Client Coapanies. In the event
that any such office or gencral service employees are
assigned to functions that are attritutable to services
teing performed for Client Companies, such employeces
shall be reclassified as Class A employces,
{b) Expenses set forth in Section 2 adove will be separated to
show:
(i) salaries and wages of Class A employees, and
(i1) all other expenses of the dejrartzent.
(c) Class A cmployees in each department wvill zaintain a record
of the time they are employed in rendering service to each
Client Company or group of Client Conpanies. The hourly rate
for each Class A employee will be determined each month.
The charge to Client Coapany or a group of Client Companies for 3
particular service will be the sum of the figures derived by multiplying
the hours reported by each Class A employee in rendering such service by
the hourly rate applicable to such employce and other direct allocated
expenses, ladirect Departaental Variable Costs as defined in 2(c){it)
will be allocated in proportion to the direct salaries and wages
charged, When services are rendered to a group of Client Companies the
cost of such services will be allocated among cowpanics in the grouvp in

accordance with the allocation formulae in Section 7 of this Exhibit.

Indfrect Depaitmental Fixed Costs will be allocated to client companies

on the basis set forth in Scction ? of this Exhibit,

EGSI TTC Cost Case
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fhose expenses of Scrvices that are not facluded {n the expense of a
department under Section 2 sbove will be charged to Cifent Companies
Exhibit CEB-4E
receiving secrvice as follovws: 2005 TTC Cost Case
(a) 1Incremental out-of-pocket costs incurred for the direct Page 31 of 124
benefit and convenfence of a Cl{ent Company or a group
of Clfent Companies will de charged directly to such
company or group of companfes. Such costs Incurred for
a group of Client Companies will be allocated on the
basis set forth in Section 7 of this Exhibie,
(b) The Indirect Corporate Costs of Services referred to above in
Section 2{(d)(11) will be allocated s~ong the Client Corpanjes on
the basis set forth in Section 7 of this Exhibit,
6. On the basis of the foregoing, monthly bills will be rendered to Client
Conpany. Billlng procedures and amounts will be open to audit by Client
Company and by any regulatory authority taving jurisdiction in respect of
the Client Company.
7. (a) ‘“hen services are rendered to a group of Client Companies, the

following foraulae will te used to allocate the charges therefor

anong Client Companies in such group:

Department fActivity Basis of Allocation
(1) Executive and Advisory Cc-posite factor (Note 1)
(2) Finance and Systea Cczposite factor (¥ote 1)
Accounting
(3) Nuclear Nusber of participating nuclear companies

{4) Engineering, System Ca;ability responsibility ratio (Note 2)

Planning and Fuel Supply

(5) System Operations Ca;ability responsibility ratio (Note 2)
Center

{(6) Comunications Cozpostite factor (Note 1)

(7) Public Relations Composite factor (Note 1)

EGSI TTC Cost Case | | 3A-417 2517



(8)

(9)

(10)

(11)

(12)
(b)

Note 1:

Note 2:

EGSITTC Cost Case

Department /Activity Bas{s of Allocation

. 2005 %xhit}i;t CEB-4E
Tax ' The sum of the total {ncome aplgé;o t?.]agg

deductions as reported for Federal
Income Tax purposes on the return

filed for the preceding calendar year.

Insurance Insurance prexiums for the preceding

calendar year.

Conputer Center Various bases, depending upon the nature
of the services rendered, as agreed upon

by the Client Companies.

Internal Auditing Composite factor (Note 1)

{ndirect Corporate Costs Composite factor (Note 1)

1f the use of a basis of allocation would 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 formula used. Any such

change in allocation bases shall be made only after first giving

to the Commission written notice of such proposed change not less

than 60 days prior to the proposed effectiveness of any such change.
The corposite factor is composed of four facters with equal weighting
to each. Those factors are kilowatt-hour sales, average customers,
nunber of employees and capability respensibility ratio.

The capability responsibility of a company {s the System capability
multiplied by the ratio obtained by dividing a company's peak load by
the System peak load. The company's peak load is the average of the
twelve monthly highest clock hour demands in kilowatts of the Company's
interconnected system, occurring each month coincident with the System

peak load, during the twelve month period ending with the current wonth,

3A-418 2518
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Amendment
Dated January 1., 1991
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, as amended, be and the same hereby is further
amended by substituting for the form of Exhibit II to the Service
Agreement. the attached revised form of Exhibit II. The effective
date of this Amendment is January 1, 1991.

IN WITNESS WHEREOF, the parties hereto have caused this
Amendment to be executed this ___28th____ __ _day of

January v 19_91.

ENTERGY SERVICES‘ INC.

sl pba— .

Exec ve Vice President~-
e and External Affairs

NEW ORLEANS PUB CE)INC.

By

A Gy _
Title& ‘c€ PEY,

EGSIi TTC Cost Case 3A-419 2519
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METHODS _OF_ALLOCATING COSTS . AMONG CLIENT COMPANIES RECEIVING
SERVICE. UNDEP THIS AND. SIMILAR SEBVICE. AGREEMENTS WITH
ENTEPGY SERVICES, INCL USERVICES)

The rosts of rendering service by Services will include all
costs of doing business inclndine interest on debt but
excluding a return for the use of Services' initial equitwy
capital amounting tn 820,000,
tn) Service=z will maintain 1 sevarate record of the
expenses of carh department, The oxpences of each
devartment will incinde:
(i) these cwprenses that are directly attributahle to
cuch department. and
{ii) an annronriate nortion of those office and housr-
keening expenses that are not directly
attributable to a deopartment but which are
necessary to the noeration of such deoartment.
Ib) Expenses of the department will include salaries and
wages of cmnlovees, including social security taxes,
vacations, paid absences. sickness. emnlovee disabilitvy
expenses, and other emplovee welfare expenses, rent and
utilities, materials and supplies. depreciation. and
all other exrenses attributable to the department.
{c) Departmental exrense will be catecorized into one of
two classes:
(i) those expenses which are directly attribatabte t..
specifir cervices rendered to a Clicnt Combany
or group of Client Comnanies lopnnrlmentnl Direct
Costs). and
{ii) those expenses wvhich are attributahle to the
overall ereration of the derartment and not to
a specific service provided to Client Camnianies

{Deuartmenta] Indirect Costsl.
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Departmental Indirect costs will be CIassFeﬁﬁ935§D 12&’

s {Indirect Devartmental Fixed Costs) or variable

\

\ ' tIndirect Devartmental Variable Costs). Departmental
Indirect Fixed Costs include all cnsts incurred bv a
department which are necessarv to ovoerate the
department but do not vary with the level of services
provided to other Svstem Companies during a fiscal
vear.

Derartmental Indirect Fixed Costs include:

{1y Sdministrative labaor costs associated with office
and eeneral service emnlovees described 1n Secticon
Tal. This weuld include not enlvy the salaries
and waces of these emplovees but also other
related emi]Jovment costs described in Section
2th) above.

{21 DNeceupancy costs includine rent and ntilities.

{3} Deprectation.

{4} Other fixed costs attributable to a dsvartment.

Devartmental Indirect Variable costs are those costs

incurred bv a department which are necessarv to suoport
services to other Svstem companies and cannot be
practically assiened to individual services provided to
other Svstem companies but varv with the leve]l of these
services durine a fiscal vear. This wonld include
materials and supplies. teleohone usace. postace. etc.

{d) The indirect exvenses of the devartment «ill not
include:

{i} those incremental out-of-pocket exmenses that are
incurred for the direct benefit and convenience
of a Client Companv or a ¢roup of Client
Comvanies. or arising in anv manner from smecific
services rendered to a Client Companv or a groun
of Client Companies, and are to be directly
charced to such Client Companv or ¢roup of Client

Companies: and

EGSI TTC Cost Case 3A421 2521
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{ii) Services' nverhead exnenses that are Page360f124
attributable to maintainine the corporate
existence of Services. franchise and other
general tazes, and all other incidental
overhead expenses includine those auditine fees
and accounlize department expenses attributable
to Services (Indirect Corvorate Costs).

Services will establish annual budeets for controlline

the expenses of cach service department and thcse

expenses ountlined above in Section 2(d) which ares not
dJepartment specific.

Fornlovers in each devartment wil! te divided inteo two

classes:

A, Those emplovees rendering service to Client
Companjes (Class A). and

8. These office and deneral service emnlovees. such
as secretaries, stenceraphers. telephone operators
and file cle;ks. who #enerallv assist emnlovees.xn
Class A or render other house-Kkeepind services and
who are not engaced directly in renderine service
to a Client Coapany or a group of Client
Companies. In the event that anv such office or
caneral service emplovees are assidned to
functicns that are attributable to services being
performed for Client Companies. such emplovees
shall be reclassified as Class A\ emnlovees.

Expenses set forth in Section 2 abn.e will be serarated

to show:

(i} salaries and wages of Class A emplovees, and

{ii) all other exvenses of the department.

Class A emplovees in each department will maintain a

record of the time thev are emploved in renderine

service to ecach Client Companv or eroup of Client

Companies. The hourlv rate for each Class A emplovee

will be determined each month.

EGSI TTC Cost Case
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The charge tn lient Companv or a droup of Clien SMPANiIES
for a rarticular service will he the sum of the ficures
Jerived bv multiniving the hours reonrted by each 7Tlass A
emplovee in renderinc such service bv the hourlv rate
applicable tn such emplovee and other direct allocated
expenses. Indirect Departmental Variahle Costs ag defined
in 2(¢c)tiji) «ill be allocated 1n provmortion to the direct
salaries and waces charced. When cervices are rendered to
a ¢roup of fljent Companies the cost of csuch services will
be allocated among companies in the Zroup in accoerdance

with the allocation formulae in Section 7 of this Fihibit.

Indirrct Departmental Fixed Costs will be allocated to

Client Companies on the basis set forth in Section 7 of

this Fxhibit,

Those expenses of Services that are not included :n the

exnense of a department under Section 2 above will be

charded to Client Companies receiving service as f{ollows:

ta) Incremental out-of-pocket costs incurred for the direct
benefit and convenience of a Client Coampany ~r a droup
of Client Comranies., or arisine in anv manner from
specific services rendered to a Client Comhanv or a
<roup of Client Companies. will be charded directlv to
such cempany cr droup of companies. Such costs
incurred for a aroup of Client Companies will be
allocated on the basis set forth in Scction 7 of this
Fxhibit.,

bl The Indirect Corporate Costs of Services referred to
ahove jn Secticn 2{dilii) will be allocated among the
Clicent Companies on the hasis set forth in Section 7
of this Exhibit.

On the basis of the forecoing., monthlv hills wil}i tn

rendered to Client Ccmpanv., Billine procedures and amounts

will be open to audit bv Client Company and bv anv
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redulatory author:tv havineg iurisdiction in repa'géwopmt;

Client Companv.
{a) When services

Companies,

are rendered to a ¢roun of Client

the followine formulae will be used to

allocate the ~harces therefor amone Client Cemecanies

in such ¢roup:

Department/activity

Esecutive and Adv:igory

Finance & Svstem
Accounting

Nuclear

Fndineerine, Svstem

Planning and Fuel Supnly

Svstem Operations
Center

Communications
Public Relations

Tax

Insurance

Computer Center

Internal Auditine

Indirect Departmental
Fixed Costs and
Indirect Corporate
Costs

Basis .of Allocation

Cemposite factor (Note 1)

CTomposite factor (Note 1)

Number of
nuclear

rArtjeIpat -2
comnanies

Capabilitv resnronsibility
ratio {Note 2)

Cavability resmonsibility
ratio {Note 21}

Composite factor (Note 1)
Composite factor (Note 1)

The sum of the total i1ncome
and total deductions as
renorted for Federal Income
Tax purposes on the return
filed for the nreceding
calendar vear,

Insurance premiums for the
precedind calendar vear.

Various hases, depending upon
the nature of the services
rendered. as acreed uoon bv
the Client Companies.

Composite factor (Note 1)

Allocated amone rlient
Compmanies in the same
vroportion as the charces
to the Client Companies
excludineg Indirect
Devartmental Fixed Costs
and Indirect Corporate
Costs,

EGSI TTC Cost Case
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If the use of a basis of allocation would Raye 89iof 424

ineautty hecause of a ~hange in nperatians or
arcanization nf the Cl:ent Companies, then Services
mav adinst the basis to effect an enuitatle
distribution based upon a functional relationshio
between the services involved and the formula used.
Anv such chance in allocation bases shall be made onlv
after first ¢iving to the fommission written noticn aof
such proposed chance not less than 60 davs prior to
the vronnsed effectiveness of anv such chance.

The ~empesite factor is comnosed of four factors with
eaqual weirghting to rach. Those factors are kilowatt-
haur sales, averade custcmers. number of emplovees

and capability responsibility ratio.

The canability responsibilityv of a companv is the
Svstem capability multinlied bv the ratio obtained bhv
dividine a company’s peak load bv the Svstem peak
lond. The companv's peak load is the average of the
twelve monthlv hichest clock hour demands in kilowatts
of the Companv's interconnected svstem, occurring each
month coincident with the Svstem neak load. during the

twelve month period ending with current month,

3A-425 2525
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If the uce of a basis of allocation would Pagel40of 124

ineanity because of a rhauce 1n orerations or
arcanication of the Cl:ent Companies, then Services
mav adiist the basis to effert an erquitable
distribution based unon a functional relationshio
between the services involved and the formula used,
Anv such chante in allocation bases shall be made onlv
after first gi1ving to the Commission written noti- e of
such propnsad change not less than A0 davs prior to
the proposed effectiveness nf anv such rhanee.

The ~ompesite factor is comnasad of four factors with
eaual weirghting to rach., Those factors are kilowatt-
hour <ales, averaee customers. numher of rmnlovees

and capabilitv responsibilitv ratio.

The canability responsibility of a companv is the
Svstem capability multinlied by the ratio obtained bv
dividine a companv's peak load bv the Svstem peak
load. The companv's peak load is the average of the
twelve monthlv highest clock hour demands in kilowatts
of the Comnanv'as interconnected svstem. occurrine each
month coincident with the Svstem neak load., durine the

twelve month period ending with current month,
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EXHIBIT A

Amendment

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 January 1, 1972, April 27, 1984, August 1, 1988, and
January 28, 1991, be and the same hereby is further amended
by substituting for Exhibit II to the SERVICE AGREEMENT, the

attached revised Exhibit II. The effective date of this

amendment is January 1,

1992.

IN WITNESS WHEREOF, the parties hereto have caused this

Amendment to be executed this 23rd day of April, 1992.

EGSI TTC Cost Case

ENTERGY SERVICES, INC.
BY%MW

Title V-/P-

CLIENT COMPANY
New Orleang Public Service, Inc.,
¢ .
I B

Title Al
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ENTERGY SERVICES, INC, (SERVICES)
(January 1, 1992)

1. 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 amounting to $20,000.

2. (a)

{b)

(c)

-
ve

Services will maintain a separate record of tha
expenses of each department. The expenses of each
department will include:

(1) those expenses that are directly attributable to
such department, and -

(i1) an appropriate portion of those office and house-
keeping expenses that are not directly
attributable to a department but which are
necessary to the operation of such department.

Expenses of the department will include salaries and
wages of enmployees, 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 attributable to the department.

Departmental expenses will ba categorized into one of

two classes:

(1) those expenses which are directly attributable to
specific services rendered to a Client Company or
group of Client Companies (Departmental Direct
Costs), and

(11) these expenses which are attributable to the
overall operation of the department and not to a
specific service provided to Client Companies

(Departmental Indirect Costs).

. teLet e
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Departmental Indirect Costs include:

(1) Administrative labor costs associated with office
and general service employees described in Section
3(a). This world include not only the salaries and
wvages of these enployees but also other related
employment costs described in Section 2(b) above.

(2) Occupancy costs including rent and utilities.

(3) Depreciation,

(5) Materials and supplies, telephone use, postage,
etc.

(5) Other costs at:ributable to a department.

The indirect expenses of the department will not

include:
(1) those increme=tal 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 gr:up of Client companjes; and

(11) Services! overhead expenses that are attributable
to raintaining the corporate existence of
Services, fraxchise and other general taxes, and
all other incidental overhead expenses inciuding
those auditing fees and accounting department
expenses attributable to Services (Indirect
Corporate Costs).

Services will estatlish annual budgets for controlling

the expenses of each service department and those

experses outlined :2*ove in Section 2(d) which are not

department specific.

AL I ZA:A,jd Crast g Aegd . ome ,j&.ﬁv- R R )
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Employees in each department will be divided into two
classes:
A. Those employees rendering service to Client
Conpanies (Class A), and
P. 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 attributable to services being performed for
Client Companies, such employees shall be
reclassified as Class A employees.
Expenses set forth in Section 2 above will be separated
to show:
(1) salaries and wages of Class A enployees, and
(11) all other expenses of the department. ’
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. The hourly rate for each Class A employee
will be determined each month.
The charge to Client Company or a group of Client
Companies for a particular service will be the sum of
the figures derived by multiplying the hours reported by
each Class A employee in rendering such service by the
hourly rate applicable to such employee and other direct
allocated expenses.
Departmental Indirect Costs as defined in Section
2(c) (1i) will be allocated in proportion to the direct

salaries and wages charged.
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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 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 companlies.

(b) The Indirect Corporate Costs of Services referred to
above in Section 2(d)(ii) will be allocated among the
Client Companies in the same proportion as the charges
to the Client Companies, excluding Indirect Corporate
Costs.

(c) If the method of allocation of Departmental Indirect
Costs (Section 4(b)), or Indirect Corporate Costs
(Section 5(b)), would 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. Any such change in
allocation shall be made only after first giving to the
Comnission written notice of such proposed change not
less than 60 days prior to the proposed effectiveness of
any such change.

On the basis of the foregoing, monthly bills will be rendered

to Client companies. Billing procedures and amounts will be

open to audit by clieng Company and by any regulatory
authority having jurisdiction in respect of the Cllent

Company.

When services are rendered to a group of Client Companies,

costs of such service shall be allocated equitably among the

Companies based on the n?ture and scope of the service

rendered according to the formulae outlined in Exhibit II,

Supplement.

December 19, 1991

3.. 13.1 - .. .‘~2'§3‘IZ' L.
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Exhibit IX, Supplement

Note: Each allocatlion formula is based on data relevant to
the participating Client Companies.
i

Energy Sales

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

Customers

Based on a twelve month average of Residential, Commercial,
Industrial, Governcent and Municipal general business
customers.

Enployees

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

Capability/Responsibility Ratie

The Capability/Responsibility Ratlo of a company is the
System capability wvultiplied by the ratio obtained by
dividing a company's peak load by the System peak lo2d. The
company's peak load is the average of the twelve monthly
highest clock hour demands in kilowatts of the Company's
interconnected system, occurring each month coincident with
the System peak load, during the twelve month period ending
with the current month.

Composite - Energy Sales, Customers, Exployees and
Capability/Responsibility Ratio

Based on four components with equal weighting to each:

kilowatt-hour energy sales, average customers, number of

employees and capability responsibility ratio,

Composite -~ Energy Sales, Custorers and DCS Enmployees

Based on three components of equal weighting: kilowatt-hour

energy sales, average custoners and number of Distribution

and Customer Service employees,

Transmission Line Xiles

Based on the number of miled of transmission lines, welghted

for design voltage.

{Voltage < 500kv = 1, Voltage >= S00kv = 2)

Substations

Distribution Substations {s based on the number of high

voltage substations welghted for voltage,
(Voltage < S00kv = 1, Voltage >= S00kv = 2}

Page 1
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Composite - Transmission Line Niles/Bubstations

Based on two components: transmission line wiles with a 30%
veighting and the number of high voltage substations with a

70% weighting.

Adrcratt Ridership

Based on employee use of company alrcraft.

Disaster Recovery Applications
Based on the number of software applications that require

alternate mainframe processing support for business
continuity during a computer center disaster.

Bquity/capitalization Ratio

This ratio is computed for Entergy Corporation and the Client

Companies as follows:

. Entergy Corporation's allocation is the ratio of common
shareholders equity to total capitalization;

. the Client Companies allocation is the ratio of preferred
stock plus long term debt to total capitalization.

Final Bill Processing

Based on the total number of final bills processed for
collection. ’

Gas Consumption

Based on the volume of natural gas consumed annually by all
gas fired generating units within the Entergy systen.
Income and Deduction Ratio

Based on the previous years federal income tax return, total
income plus total deductions.

Level of BService

Based on Entergy Services' total billings to each Client
Company excluding corporate overhead. ‘
Money Pool Transactions

Based on each company's use of the money pool, weighted 75%
on frequency of transactions, and i5% on doilar amount of the
transaction.

Nuolear and Casualty/Property Insurance Premiuns

Based on total Client Company costs for the previous year's
insurance premiun, :

Page 2

AT et Tag el T, L NTeii L ten, 6 g e ® et g betay e begt - - oo
% N A s e e it e LOIL PR PRI PIITE W RPN v .‘,-,.53!\ .1....'. v ..,.nb,{ié:.\--o;...- PR
= *QU g




Exhibityg, SHURYGERAE

Page 48 of 124
Participants in Plans

Several formulae are based on the number of participants in
varjous Client Company plans and programs, such as:

Savings Plan

Flexible Benefits Prograns

Master Trust Plan

ESOP

Student/Parent Loan Progranm

Systemwide Welfars Plans

Benefits Plus Flexible Spending Account
Non-Qualified Defined Contribution Restoration Plan
Personal Effects Floater Plan

Personal Property and Casualty Benefits

Preferred stockholders

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

Ravenuss

Based on total general business revenues from energy sales to
Residential, Commercial, Industrial, Government and Municipal
consuners.

System Capacity

Based on the power level, rated in kilowatts, that could be
achieved if all generating units were operating at maximum
capability simultaneocusly.

Page 3
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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, August 1. 1988,
January 28, 1991, and January 1, 1992, be and the same hereby is further
amended by substituting for the Supplement to Exhibit I to the SERVICE
AGREEMENT, the attached revised Supplement to Exhibit Il. This amendment is

made and entered into as January 1, 1996.

ENTERGY SERVICES, ING.

I3

~

‘ 1
By Noivd O - o {g
‘T;tle Lo € 7 it Y. A0

ENTERGY NEW ORLEANS, INC.
{formerly New Orleans Public Service Inc.)
By /\_ Nz ,,_/

’ .

Title /.65, 7€

EGSI TTC Cost Case : 3A-435 2535
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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, August 1. 1988,
January 28, 1991, and January 1, 1992, 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 II. This amendment is

made and entered into as January 1, 1996.

ENTEFi(;% SERVICES INz
By it ( - L. k

Title L N [ .L(‘ q_,x;((.;uf*“

ENTERGY NEW ORLEANS, INC.
(formerly New Orleans Public Service Inc.)
By )ﬁ:f_/;l’ ¢ ‘/‘q’-”

Title [’/. € 5,(,/&.«,

EGSITTC Cost Case ) 3A-436 2536
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ALLOCATION FORMULAE FOR

GROUPS OF CLIENT COMPANIES

Exhibit I, 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 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 employees at year-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 and employee training.

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
kilowatts of the interconnected system, occurring each month coincident with the
system peak load.

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

EGSITTC Cost Case 3A-437 2537
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COMPOSITE - ELECTRIC/GAS: AP&L, GSU, LP&L, MP&L, NOPSI, EOI, EE1>® %2 124
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 aid 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 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, acquisition, 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.

EGSITTC Cost Case 3A-438 2538
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COMPOSITE - TRANSMISSION LINES/SUBSTATIONS age 53 of 124

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 ES| SERVICE

Based on £3SI 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-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.

EGSITTC Cost Case 3A-439 2539



Exhibit CEB-4E
2005 TTC Cost Case
Page 54 of 124

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 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 ES| employees.

DISTRIBUTION LINE MILE

e

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 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 January 1, 1972, April 27, 1984, August 1, 1988,

January 28 1991, January 1, 1992, and January 1, 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 Il. This

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

ENTERGY SERVICES, INC.

By Am,ﬁ‘%.

Vice President and Chief Accounting Officer
ENTERGY NEW ORLEANS, INC.

By \

President
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ALLOCATION FORMULAE FOR
GROQUPS OF CLIENT COMPANIES

Exhibit Il, Supplement

Note: Each allacation 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 fur the allocation of costs associated with the support of
employee-based services. Would include administration of employee benefits
programs, employee communications, employee training, various facalutnes‘based
benefits and information technology desktop support. .

RESPONSIBILITY RATIOQ

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.
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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 employess.

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 Voitage (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 Voitage 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.
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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 ES| total billings to each System company, exciuding 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-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 ptant 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 34.5kv 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.
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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.

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 (NON-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 OUTSTANDING CAPITAL EXPENDITURE AUTHORIZATIONS
(CEA’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.

JOTAL 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
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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 ACCOUNT

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 (19% 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 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.

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.
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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, August 1, 1988,

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

and the same hereby is further amended by substituting for the Supplement to
Exhibit I to the SERVICE AGREEMENT, the attached revised Supplement to

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

ENTERGY SERVICES, INC.

Vice President and Chief Accounting Officer

ENTERGY NEW ORLEANS, INC.

By
President and CEQ
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ALLOCATION FORMULAE FOR
GROUPS OF CLIENT COMPANIES

Exhibit Il, 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 facilities-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
kilowatts 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 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 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 weli 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 fired
generating units within the Entergy System.
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