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Based on a twenty-four month average of customer calls for each Legal Entity. 

Used for the allocation of costs associated with the administration and support of 
Entergy's Customer Service Centers. 

RADIO USAGE 

Based on usage of Entergy's 2-way radio system. 

Used for the allocation of costs associated with the administration and support of 
Entergy's 2-way radio system. 

TOTAL IT SPEND 

Based on the total dollars spent in the Information Technology plan. 

Used for the allocation of costs associated with the administration and support of 
Entergy's IT business planning. 

SUPPLY CHAIN MATERIALS TRANSACTIONS 

Based on the number of Supply Chain materials transactions for each Legal 
Entity. 

Used for the allocation of costs associated with the support of systems that 
manage Supply Chain materials. 

AVERAGE NUMBER OF CAPITAL EXPENDITURE AUTHORIZATION 
PROJECTS FOR INFORMATION TECHNOLOGY, CUSTOMER SERVICE, 
DlSTRlBUTlON AND TRANSMISSION 

Based on a twelve-month average of outstanding Capital Expenditure 
Authorizations for the Information Technology, Customer Service, Distribution 
and Transmission organizations. 

Used for the allocation of costs associated with the prioritization of capital 
projects for the Information Technology, Customer Service, Distribution and 
Transmission organizations. 

SECTION 263A TAX BENEFITS 

Based on Section 263A tax benefrts for each Legal Entity. 

Used for the allocation of costs associated with tax administration, planning, and 
suppod related to Section 263A tax benefits. 

c. 
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Amendment To 
Service Agreement 

The parties hereto do hereby stipulate and agme to that the SERVICE AGREEMENT 

entered hto by and between than under date of A d  1.1963, and as heretofore amended 
1992, on Januarv 1.1 972. ADn '1 27.1984. August 1.1988. J a n ~  28.1991. Januarv 1. 
2001, m m  1. -, J 1 9  Jan- 1. 1999. J anum 1.2000. J 

An13 1.2002. Januaw 1.2 003 and Aumt 1.2003 be and the sarne hereby is further 
amadd by substituting kr the Suppltment to Exhibit II to the SERVICE 
AGREWENT, the attached revised Supplement to Exhibit XI. This Amendment is madc 
and entered into as of March 1,2004. 

ENTERGY SERVICES, XNC. 

EGSI 'I"TC Cost Case 
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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. 

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 senrice and support, marketing, 
economic forecasts, environmental services, financial and regulatory analyses 
and customer information systems. 

EMPLOYEES 

c 

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

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

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

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

I EGSI TTC Cost Case 
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TRANSMISSION LINE MILES 

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

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

SUBSTATIONS 

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

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

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

<' 

GAS CONSUMPTION 

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

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

LEVEL OF ESI SERVICE 

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

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

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

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

LABOR DOLLARS BILLED 

Based on total labor dollars billed to each company. 

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

DISTRIBUTION LINE MILES 

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

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

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

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

ACCOUNTS PAYABLE TRANSACTIONS 

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

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

SQUARE FOOTAGE 

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

(1. 
Used primarily to allocate the costs associated with facilities supervision and 
support. 

EGSI TTC Cost Case 
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INSURANCE PREMIUMS (NON-NUCLEAR) 

Based on non-nuclear insurance premiums. 

Used for the allocation of costs associated with risk management. 

ASSET LOCATIONS 

Based on the number of asset locations at period end. 

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

CAPITAL EXPENDITURE AUTHORIZATIONS 

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

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

TOTALASSETS 

Based on total assets at period end. 

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

BANK ACCOUNTS 

Based on the number of bank accounts at period end. 

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

SERVER AND MAINFRAME USAGE COMPOSITE 

Based on the use of historical expenditures. 

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

EGSI TTC Cost Case 
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GENERAL LEDGER TRANSACTIONS 

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

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

TRANSITION TO COMPETITION 

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

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

TELEPHONES 

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

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

- FIBER 

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

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

NUCLEAR UNITS 

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

Used primarily to allocate nuclear fuel-related services. 

NUCLEAR SITES 

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

Used to allocate miscellaneous nuclear-related services. 

5 
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ACCOUNTS RECEIVABLE INVOICES 

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

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

PAYCHECKS 

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

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

PROPERTY AND LIABILITY PAID LOSSES 

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

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

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

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

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

SUPPLY CHAIN - lnventorv Manaaement Fossil. Transmission 81 
Distribution Issues. Transfers & Returns 

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

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

I EGSI TTC Cost Case 
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Based on the dollar amount of procurement spending within each Legal Entity at 
period end. 

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

SUPPLY CHAIN - Labor Dollars 

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

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

DISTRIBUTION SUBSTATIONS TRANSFORMERS 

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

Used primarily for the allocation of costs associated with the maintenance, 
administrative activities, and technical analysis of all Distribution Substations. 

REMOTE ACCESS SERVICES (RASI ID'S 

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

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

VEHICLES 

Based on the number of vehicles owned by each Legal Entity. 

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

MANAGED ACCOUNTS 

Based on the number of industrial and commercial managed accounts. 

Used for the allocation of costs associated with the maintenance of Entergy's 
industrial and commercial customer accounts. 

EGSI TTC Cost Case 
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Based on a twenty-four month average of customer calls for each Legal Entity. 

Used for the allocation of costs associated with the administration and support of 
Entergy’s Customer Service Centers. 

RADIO USAGE 

Based on usage of Entergy’s 2-way radio system. , 

Used for the allocation of costs associated with the administration and support of 
Entergy‘s 2-way radio system. 

TOTAL IT SPEND 

Based on the total dollars spent in the Information Technology plan. 

Used for the allocation of costs associated with the administration and support of 
Entergy’s IT business planning. 

SUPPLY CHAIN MATERIALS TRANSACTIONS 

Based on the number of Supply Chain materials transactions for each Legal 
Entity. 

(.- 

Used for the allocation of costs associated with the support of systems that 
manage Supply Chain materials. 

Based on a twelve-month average of outstanding Capital Expenditure 
Authorizations for the Information Technology, Customer Service, Distribution 
and Transmission organizations. 

Used for the allocation of costs associated with the prioritization of capital 
projects for the Information Technology, Customer Service, Distribution and 
Transmission organizations. 

SECTION 263A TAX BENEFITS 

Based on Section 263A tax benefh for each Legal Entity. 

Used for the alfmtion of costs associated with tax administration, planning, and 
support related to Section 263A tax benefits. 

(. 
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Based on the number of open claims for each Legal Entity. 

Used for the allocation of costs associated with managing workers' compensation 
claims processes and budgets. 

UNIT POWER SALES AGREEMENT 

Based on fixed allocation percentages under Entergy's Unit Power Sales 
Agre@m8nt. 

Used primarily for the allocation of certain Tax Department services in connedion 
with Entergy's Unit Power Sales Agreement. 

RECORDS MANAGEMENT 

Based on the numb& of employees at each Legal Entity using records 
management senrices. 

Used to allocate costs associated with the management and supenhion of non- 
nuclear business unit records management processes. 

("- 
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THIS AGREEXPiT made and en tered  i n t o  by and between Middle South 

Serv ices ,  Inc .  ( h e r e i n a f t e r  r e fe r r ed  t o  a s  S e r v i c e s )  a corpora t fon  organized 

under the  Lars of the  S t a t e  of Delaware, and MIDDLE SOWTI4 UTILITIS, IHC. 

( h e r e i n a f t e r  r e fe r r ed  t o  a s  C l i e n t  Company) 8 c o r p o r a t i o n  

with i t r  
-I__ 

organized under  the  laws of t h e  S t a t e  of 

p r i n c i p a l  p l a c e  of bus iness  a t  Two Broadvay , New York, New York , 
Florida 

W I T N E S S E T H  T H A T :  

WHEREAS, on March 28, i963 , the  S e c u r i t i e s  and Exchange 

Conmission ( h e r e i n a f t e r  r e f e r r e d  t o  a s  Comnfssion) e n t e r e d  an order  under the  

Publ ic  U t i l i t y  Holdfng Company A c t  of 1935 ( h e r e i n a f t e r  r e fe r r ed  t o  as  Act) 

a u t h o r i z i n g  t h e  o r g a n i z a t i o n  and conduct of b u s i n e s s  of Serv ices ,  a vhol ly-  

amed  s u b s i d i a r y  of Middle South U t i l i t i e s ,  I n c .  ( h e r e i n a f t e r  reCerred t o  as 

Middle South) ;  and 

WHEREAS, Services  is organized, s t a f f e d  and equipped t o  render  s e r v i c e s  

a s  h e r e i n  provided t o  Middle South and i t s  a s s o c i a t e d  companies ( h e r e i n a f t e r  

r e fe r r ed  t o  a s  C l i e n t  Companies), with whom S e r v i c e s  i s  e n t e r i n g  i n t o  agree-  

ments i n  t h e  form hereof ;  and 

WHEREAS, economies and increased e f f i c i e n c i e s  w i l l  r e s u l t  from t h e  

performance by Serv ices  of c e r t a i n  se rv i ces  for t h e  C l i e n t  Companies; and 

WHEREAS, Serv ices  i s  w i l l i n g  t o  render  such s e r v i c e s  a t  c o s t ,  d r t e m f n e d  

i n  accordance wi th  app l i cab le  r u l e s  and r e g u l a t i o n s  of t h e  C m i s s L o n  under 

the  Act, except  t h a t  t he re  w i l l  be no charge f o r  the use of t h e  i n i t i a l  e q u i t y  

c a p i t a l  of S e r v i c e s  amounting t o  $20,000; 

NOW, THEREFORE, in c o n s i d e r a t i o n  of the  premises  and of the  mutual 

agreements h e r e i n ,  t he  p a r t i e s  h e r e t o  agree  as follcws: 

I .  AGRERlMT TO ?'U!?XLVISH SERVZCEs 

S e r v i c e s  agrees  t o  fu rn i sh  t o c l i e n t  Company, upon t he  t e r n s  and 

c o n d i t i o n s  here inaEter  set f o r t h ,  such of t h e  s e r v i c e s  descr ibed i n  

Exhib i t  I h e r e t o  a t  such times, f o r  such p e r i o d s  and i n  such manner 

a s  C l i e n t  Company may from time t o  t fme r e q u i r e .  

t o  E x h f b i t  I s h a l l  w a n  sa id  E x h i b i t  a s  i t  s h a l l  be  i n  e f f e c t  frao 

(References herein 

$32 1 -(-)<ij 1 -::a t :: : 

3A-5 1 1 261 1 



Exhibit CEB4F 

2005 -ITc Page cost 2 of -7.p. 12 
* . 

rim t o  t i m e  w i t h  r=ndments  t he reo f  o r  supplements t h e r e t o ) .  

s e r v i c e s  w i l l ,  as and t o  t h e  e x t e n t  required fo r  C l i e n t  Company, 

keep i t s e l f  and i t s  pe r sonne l  a v a i l a b l e  and c u r p t e n t  t o  render 

such s e r v i c e s  t o  C l i e n t  Company, t o  the  extent  i t  may be  a u t h o r i z e d  

so t o  do  by Federa l  and State  agencies  having j u r i s d i c t i o n .  

v i c e s  w i l l  a lso provide  fo r  C l i e n t  Company such spec ia l  services 

not  descr ibed  i n  & ? i b i t  I as C l i e n t  Cwpany may r e q u i r e  and which 

Serv ices  concludes i t  i s  competent to  perfonn, 

Ser-  

In  supplying t h e  v a r i o u s  s e r v i c e s  provided f o r  under  t h i s  

agreenent ,  Se rv ices  may a r r a n g e  for the  serv ices  of such e x e c u t i v e s ,  

accountants ,  f i n a n c f a l  a d v i s e r s ,  t echnica l  advisers ,  a t t o r n e y s ,  

engineers  and o t h e r  pe r sons  w i t h  the  necessary q u a l i f i c a t i o n s  and 

experience a s  a r e  r e q u i r e d  f o r  or pe r t inen t  t o  the r e n d i t i o n  of such 

se rv lces .  

Serv ices ,  a f t e r  c o n s u l t a t i o n  with C l i e n t  Company, may a r r a n g e  

f o r  t he  s e r v i c e s  of  n o n - a f f i l i a t e d  expe r t s ,  consu l t an t s  and a t t o r n e y s  

i n  connect ion wi th  t h e  performance of any of the s e r v i c e s  s u p p l i e d  

under t h i s  agreement. 

11. ACREEXEST- M T A -  SERVICES 

C l i e n t  Company a g r e e s  t o  t ake  f r m  Services  such of the s e r v i c e s  

descr ibed  i n  Exh ib i t  I as are requi red  from time t o  time by t h e  

C l i e n t  Company. 

such o the r  gene ra l  or s p e c i a l  s e r v i c e s ,  whether or not d e s c r i b e d  in 

Exhibi t  I and whether  o r  not  n w  contenplated,  as C l i e n t  Company 

may from t i m e  to t i 2  r e q u i r e  and Servfces  s h a l l  conclude it is 

c onlpet en t t o pc r f om. 

C l i e n t  Company i u r t h e r  agrees t o  take  from S e r v i c e s  

EGSI 'ITC Cost Case 

11  I. CWENSATION A!D ALLOCA-Tg 

As ccmpensation f o r  s e r v i c e s  rendered (as provided i n  

Sec t ion  I1 above) to  i t  b y  S e r v i c e s ,  C l i e n t  Canpany hereby a g r e e s  

t o  pay t o  S e r v i c e s  the cost of such  services .  

rendered for the amount of such c o s t  on or before  the  15 th  day o€ 

t he  succeeding month and will be payable on or before the 2Sth day 

B i l l s  w i l l  be 

$::;rzj -c-jfi(i; -<,; 
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of such month, The nethods  Cor t he  de te rmina t ion  and t h e  al’loca- 

t i o n  of t he  c o s t  of scrviccs  to  be paid by C l i e n t  Company a r e  s e t  

f o r t h  i n  Exhibit I1 h e r e t o .  

IV. CLIENT COMPANIES 

C l i e n t  C m p a n i c s  w i l l  c o n s i s t  of Middle South and i t s  

as soc ia t ed  c o r p n i e s ;  a l l  such cozipanies w i l l  be served a t  cost 

as provided i n  S e c t i o n  111 and E.xhibit 11. 

V. XEXY OF AC-SEtYLXT - MODIFICATION 
T h i s  a g r c e w n t  s h a l l  becone e f f e c t i v e  a s  of A r i l  1, 1963 , 

subjec t  t o  r e c e i p t  of any requi red  a u t h o r i z a t i o n  of t h e  C m i s s i o n ,  

and s h a l l  cont inue  u n t i l  terminated a s  of the  end of any ca lendar  

yea r  by e i t h e r  p a r t y  g iv ing  t o  the  o the r  a t  l e a s t  60 days w r i t t e n  

notire of i ts  i n t e n t i o n  SO t o  t e r n i n a t e .  

This a g r e e x n t  w i l l  be sub jec t  t o  t e rmina t ion  o r  modi f ica t ion  a t  

any  time t o  the  e x t e n t  i t s  perfonrance may c o n f l i c t  w i th  t h e  

p rov i s ions  of t h e  A c t ,  a s  amended, o r  wi th  any rule, r e g u l a t i o n  o r  

o rde r  of the C m i s s i o n  adopted before  or a f t e r  t h e  execut ion  hercof .  

This agreement s h a l l  be sub jec t  t o  the  approval  of any s t a t e  cos- 

mission or other  r e g u l a t o r y  body whose approval  is, by t h e  laws of 

s a i d  s t a t e ,  a legal p r e r e q u i s i t e  t o  t h e  execu t ion  and d e l i v e r y  or 

t h e  performance of t h i s  agree:nent. 

IN WITNESS IrWDF, t h e  p a r t i e s  h e r c t o  have caused t h i s  agreement to be 

April , 1963. executed a s  of t he  1st day of 

Tit le  President 
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BE P?.OVlDED BY MI3DLE SOUTH SERtrICES. INC. 
LMDER X I S  AND SMIlA3 SERVZCE ACREMENTS 

( 1 )  Consu l t a t ion  and al...ice on Cinancial  p lanning ,  s a l e  of s e c u r i t i e s  

and terriporary cash  inves tmcnts ,  inc luding  a s s l s t ance  i n  connec t ion  

with t h e  p r e p a r a t i m ,  p r i n t i n g  and f i l i n g  of apjxoprfa te  docurzn t s  

wi th  r cgu la to ry  a u t y o r i t i e s ,  and prov i s ion  of l i a i s o n  wi th  f i n a n c i a l  

c onnuni t y  ; 

(2) Consu l t a t ion  and a d v i c e  on budgeting and preparo t ion  of long-range 

f o r e c a s t s ;  

Consu l t a t ion  and a d v i c e  on employee b e n e f i t  plans;  (3) 

(4) Consu l t a t ion  and a d v f c e  with respec t  t o  regula tory  ma t t e r s ,  

p a r t i c u l a r l y  those  i i .volving t h e  Sccur i t  i e s  and Exchange Comnission 

o r  t h e  Fede ra l  P w e r  Cmmiss ion ,  and prov i s ion  of l i a i s o n  and 

a s s i s t a n c e  i n  p r o c e s s i n g  m a t t e r s  with t h e  s t a f f s  of such comnissions; 

( 5 )  Planning a s s i s t a n c e  and advice  i n  the  f i e l d  of atomic energy, i nc lud -  

ing  coord ina t ion  of r e s e a r c h  p rogram and o the r  activitlea i n  such 

f i e l d ;  

L ia i son  wi th  s p e c i a l  counse l  r e p r e s e n t i n g  opera t ing  c m p a n i e s  i n  

a c t i o n s  aga ins t  e l e c t r i c a l  r;r;lnufacturers f o r  dardzes under t h e  

a n t i t r u s t  laws and w i t h  c o n s u l t a n t s  r e t a i n e d  t o  prepare tes t imony 

and o t h e r  d a t a  f o r  use i n  such a c t i o n s ;  

Operation of Middle Sou th  Area Of f i ce  and p lac ing  of Hiddle South 

(6) 

(7) 

S y s t e m  n a t i o n a l  adve::ising; 

Tax s e r v i c e s  r e l a t i n g  t o  prepa ra t ion  and f i l i n g  of r e t u r n s  for 

f e d e r a l  and state  i n c m e  t a x e s  and d e c l a r a t i o n s  of es t imated  inccne  

t axes ;  s t u d i e s  of adcquacy of tax a c c r u a l s ;  and a s s i s t ance  i n  con- 

nec t ion  wi th  a u d i t  of r e t u r n s  by I n t e r n a l  Revenue Serv ice  and 

S t a t e  Tax Agencies; 

( 8 )  ! 

(9) Insurance  c o n s u l t i n g  and adv i so ry  s e r v i c e s  r e l a t i n g  t o  f i r e  and 

a l l i e d  l i n e s  of I n s u r a n c e ,  c a s u a l t y  and s u r e i y  insurance, and 

employee b e n e f i t  i n su rance ;  

(IO) Ceaera l  c o n s u l t a t i o n  on management and b u s i n e s s  problems; <::;?l -()C[J~-< ; *: 

EGSI TTC Cost Case 3A-5 14 2614 



Exhibit CEB-4F 
2005 TTC Cost Case . 

Page 5 of 121 
m B I T  1, Page 2 

(11) ~ o n s u l t a t i o n  on s p e c i a l  accounting problems; 

(12) S t a t i s t i c a l  s c iv i ccs ,  such a s  study of comparative operating 

r e s u l t s ,  and up-dat ing  annually System s t a t i s t i c a l  data; 

(13) Preparation of maps; 

(14) General advisoly engineer ing  services r e l a t i n g  par t i cu lar ly  to  

system planning and operation; and 

(15) Planning a s s i s t a n c e  and advice with respect  t o  System s a l e s  of 

power under the interconnect ion agreements amng the operatfng 

companies. 

EGSI TTC Cost Case 3A-Sl5 2615 
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METHODS OF ALLOCATIKC COST AMONG CLIENT CCMPANNIES RECEIVING SERVICE U N D l R  
TllIS AND SDfIuR SERVICE A G R E M t 3 T S  UI1X MIDDLE SOUTH SERVICES, INC. (SERVICES)I 

1. 

2. 

The c o s t s  of render ing  s e r v i c e  by S e r v i c e s  w i l l  include a l l  c o s t s  of doing  

bus iness  inc luding  i n t e r e s t  on d e b t  b u t  excluding a r e t u r n  for  t h e  use of 

scrviccs' i n i t i z l  e q u i t y  c a p i t a l  m o u n t i n g  t o  $20,000. 

(a) Serv ices  w i l l  main ta in  a s e p a r a t e  record of the expenses of 

each b2partment. nie expenses of each department v i 1 1  

i nc lude : 

(i) those expenses 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  

such department ,  and 

(ii) an a p p r o p r i a t e  p o r t i o n  of those  o f f i ce  and touse- 

keeping expenses  t h a t  a r e  not  d i r e c t l y  a t t r i b u t a b l e  

t o  a department b u t  which a r e  necessary t o  the  

opera t ion  of such department.  

(b) Expenses of the department w i l l  inc lude  s a l a r i e s  and wager of 

employees, i n c l u d l n g  s o c i a l  s e c u r i t y  taxes ,  vaca t ionr ,  patd 

absences,  s i c k n e s s ,  employee d i s a b i l i t y  expenses, and o t h e r  

employee w e l f a r e  expenses ,  r e n t  and u t i l i t i e s ,  materials 

and 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 ther  expenses a t t r i b u t -  

a b l e  to  the  department ,  

The e q e n s e s  of t h e  d e p a r t s n t  w i l l  not include: 

(i) 

(e) 

:hose i n c r e n c n t a l  out-of-pocket expenses tha t  a r e  

incur red  f o r  t he  d i r e c t  b e n e f i t  and convenience of 

a C l i e n t  Conpany or a group of C l i e n t  Companiae and 

a r e  t o  be charged as such t o  such Clienc Company or 

group of C l i e n t  Ccnnpanies; and 

(ii) S e r v i c e s '  overhead expenses t h a t  a r e  a t t r i b u t a b l e  t o  

maintaining t h e  c o r p o r a t e  e x i s t e n c e  of Services ,  

f r a n c h i s e  and o t h e r  g e n e r a l  taxes, and a l l  o t h e r  

inc%fl-vrtal overhead expenses  including those 

audit fng k e s  and accmntiing department expensea 

attributable t o  9 r v i c e d .  

314-5 16 26 16 
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(d) Serv iccs  w i l l  e s t a b l i s h  annual budgets f o r  c o n t r o l l i n g  t h e  

expenses of each  s e r v i c e  dcpnrtrnent . 
3. (a) Enployces i n  each  department w i l l  be divided i n t o  two c l a s s e s :  

A "hose employees render ing  s e r v i c e  t o  C l i e n t  Companies, 

and 

those o f f i c e  and genera l  s e r v i c e  employees, such as 

s e c r e t a r i e s ,  s tenographers ,  telephone o p e r a t o r s  and 

B 

f i l e  c l e r k s ,  who g e n e r a l l y  a s s i s t  employees i n  Class 

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

not engaged d i r e c t l y  i n  render ing  s e r v i c e  t o  a C l i e n t  

Company o r  a group of C l i e n t  Companies. I n  t h e  event  

t h a t  any such o f f i c e  or general  se rv ice  e?nployees are 

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

being perfoimed f o r  C l i e n t  Companies, such 'employees 

s h a l l  be r e c l a s s i f i e d  a s  Class  A employees. 

@) Expenses s e t  fo r th  i n  Sec t ion  2 above w i l l  be s e p a r a t e d  to 

shw: 

(i) s a l a r i e s  and wages of Class  A employees, and 

(ii) 

There w i l l  b e  a t t r i b u t e d  t o  a Class  A eaployee's s a l a r y  or wage, 

tha t  percentage of  a l l  other expenses of h i s  department (as 

def ined in S e c t i o n  2(b) above) t h a t  h i s  salary o r  wage IS t o  

the t o t a l  C l a s s  A s a l a r i e s  and wages of tha t  d e p a r t n e n t .  

Class  A employees i n  each d c p a t t m n t  vi11 maintain a record  

of t h e  time t h e y  a r e  employed i n  render ing  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  Cmpanies.  

raCe f o r  each Class A employee w i l l  be determined at  t h e  

begir-.ifng of each y e a r  as follows: Each Class  A employee's 

annual s a l a r y  a d j u s t e d  for any estimated sa l a ry  change p l u s  

employee w e l f a r e  expenses  which s h a l l  include lncdical and 

a l l  o t h e r  expenses  of t he  d e p a r t m n t .  

(c) 

(d) 

An h o u r l y  

h o s p i t a l  insurance  premiums, l i f e  fnsutarace premiums, 

s o c i a l  s e c u r i t y  taxes, retiremen: income benefxts ,  employee 

3A-5 17 
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d i s a b i l i t y  c'xpcnscs, and any o t h e r  s i m i l a r  w e l f a r e  expenses ,  

s h a l l  b e  d iv ided  by the t o t a l  number of es t imated  product ive 

EGSI TTC Cost Case 

h o u r s  which s h a l l  be determined a s  fo l lovs :  

X 

T o t a l  a v a i l a b l e  working days 
(cons idcr ing  Saturdays , Sundays 
arid recognized hol idays)  

Less a l lowable  days for 
Estimated vacat ion X 

Estimated s i c k  le rve  X 
Estimated non-productive 

time (conventions,  con- 
fercnces ,  unassigned) X X 

I_ 

Estimated net a v a i l a b l e  X 
product ive days €or t h e  y e a r  

M u l t i p l y  es t imated  net a v a i l a b l e  product ive days by t he  

number of working hours per  day t o  determine es t imated  annual  

product ive  time i n  hours. Divide est imated annual  product ive 

time i n t o  t h e  sum of ezployee 's  s a l a r y  p l u s  a l l  o t h e r  costs as 

s t a t e d  above t o  determine employee's hour ly  r a t e .  

I f  and when personnel  of S e r v i c e s  becanes a s i g n i f i c a n t  number, 

i t  may b e  deemed permissible  t o  compute average h o u r l y  r a t e s  

by groups of  employees ;er€orming t h e  same type of service, 

provided t h e  s a l a r y  spread u i t h i n  a group i s  no t  t o o  s i g n i f i c a n t .  

Such h o u r l y  r a t e  a s  determined above w i l l  be employed throughout  

t h e  y e a r  i n  b i l l i n g  Cl ien t  Companfes for s e r v i c e s  rendered and 

w i l l  be  a d j u s t e d  from t t z c  t o  t ime t o  r e f l e c t  s i g n i f i c a n t  

unforeseen  developments such a s  d i s e a s e  epidemics.  

4. The charge t o  C l i e n t  Company or a group of C l i e n t  Companies for a 

p a r t i c u l a r  s e r v i c e  u i l l  be  the  sum of t h e  f i g u r e s  d e r i v e d  by m u l t i p l y -  

ing t h e  h o u r s  r e p o r t e d  by each Class A employee i n  r e n d e r i n g  such 

serv ice  by t h e  h o u r l y  r a t e  a p p l i c a b l e  to  such employee. 

expenses of a d e p a r t c e n t  a s  def ined  i n  Z<a)(ti)  w i l l  b e  a l l o c a t e d  

i n  p r o p o r t i o n  t o  t h e  employee h o u r l y  rate charges,  

rendered t o  a group of C l i e n t  Companies, the cost  of such services 

u i l l  be allocated among companies i n  the group i n  accordance uSth 

Other  

When seiuices are 

3A-Sl8 26 18 
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5. Those cxpcnscs of Serv ices  t h a t  a r e  not  included i n  t h e  annual  

expense of a department under S e c t i o n  2 above w i l l  be chargcd t o  

C l i e n t  Caupanies rece iv ing  s e r v i c e  a s  f o l l w s :  

(a) Incremental  out-of-pocket  c o s t s  incur red  for the  d i r e c t  

b e n e f i t  and convenience o f  a C l i e n t  Company o r  a group 

of C l i e n t  Companies w i l l  b e  charged d i r e c t l y  t o  such 

company o r  group of companies. 

a group of C l i e n t  Coinpanics w i l l  be  a l l o c a t e d  on t h e  

b a s i s  s e t  for th  i n  S e c t i o n  7 of t h i s  Exhibi t .  

Such c o s t s  incurred for 

(b) The t o t a l  annual espcnses  of S e r v i c e s  r e f e r r e d  t o  above 

i n  Sec t ion  Z(c ) ( i i )  vi11 b e  a l l o c a t e d  among the  C l i e n t  

Companies in the  same p r o p o r t i o n s  as t h e  charges t o  

C l i e n t  Companies under S e c t i o n  4 a r e  a l l o c a t e d .  

6 ,  On the  b a s i s  of the  foregoing,  monthly b i l l s  w i l l  be  rendeted  t o  C l i e n t  

Company, s u b j e c t  t o  adjustment  a f t e r  t h e  y e a r ' s  end t o  ensure  t h a t  a l l  

b i l l i n g r  r e p r e s e n t  a c t u a l  c o s t s .  

be open t o  a u d i t  by C l i e n t  Company and by any regulatory a u t h o r i t y  

having j u r i s d i c t i o n  in r e s p e c t  of t h e  C l i e n t  Company. 

B i l l i n g  procedures and amount8 w i l l  

7 ,  (a) When s e r v i c e s  a re  rendered t o  e group of C l i e n t  Companier, t h e  

f o l l w i n g  formulas w i l l  be  used t o  a l l o c a t e  t h e  chargee t h e r e f o r  among 

C l i e n t  Companies in such group: 

De par  tment B a s i s  of Al loca t ion  

(1) Executive and A d v i s o r p  Gross e l e c t r i c  revenues for t h e  
p r e c e d i n g  ca lendar  year  

(2) Finance and Accountin@ Gross  e l e c t r i c  revenues for  the 
preceding  calendar  year  

(3) Engineering T o t a l  investment in u t i l i t y  p l a n t  
in s e r v i c e  a t  preceding Deceuber 
31e t  

(4) Public  Relat ions and E l e c t r i c  general  bus iness  revenues 
Area Off ice* . fo r  t h e  preceding c a l e n d a r  y e a r  

(6 )  Insurance  

EGSI TTC Cost Case 

The BUIU of t h e  t o t a l  income and 
t o t a l  deduct lonr  as r e p o r t e d  f o r  
F e d e r a l  Income Tax purposes  on 
the d a e t  return f i l e d  

I n s u r a n c e  premiums for the pre- 
ceding c a l e n d a r  year 

3A-519 2619 
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(b) I f  the use of a basis of ; i l l o c a t i o n  would r e s u l t  in an i w q u l t y  

because of a change i n  opcrot ions  o r  organ iza t ion  of the Client 

Companies, then Services may adjus t  the b a s i s  to e f f e c t  an 

equitable  d i s t r i b u t i o n  based upon a f u n c t i o n a l  re la t fonsh ip  

between the s e r v i c e s  involved and t h e  formula used. 

* It is not ant i c ipated  that any s i g n i f i c a n t  services w i l l  r e l a t e  to gas 

or t r a n s i t ,  I f  they should, appropriate  adjustment w i l l  be made, 

EGSI TTC Cost Case 3A-520 2620 
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The p a r t i e s  h c r c t o  d o  lrcreby stipulate and agree that t h e  SERVlCE 

AC%LE?ENT entered  in to  by and between them u d e r  date of k T i t  1, 1963 , 

be 2nd the s m e  hereby i s  amended by substituting for the i o n  of E x h i b i t  I 

end Exhibit 11 to  the  Serv ice  Agrecnent, the  attached revised € o n  of Edrihic  1 

and Eshibit 11. 

IX WITXESS VHI'REOF, the part i e s  hereto have caused this hendn:cnt 

So. 1 to be executed chis 1 s t  day of January , 197:. 
- 

HlDDLE SOUTH SERVICIS, IKC. 

T i t l e  President 

EGSI TTC Cost Case 
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I Exhibit CEB-4F I -  

DESCRIPTION OF SERVICES LWICH WILL BE PROVIDED BY MIDDLE SOUTH SERVICES, INC. 
CNDER THIS AND SMILAR SERVICE AGREEMENTS 

Consultation and advice en financial planning, sale of securities and 

temporary rash investments, including assistance in connection with 

the preparation, printing and filing of appropriate documents vith 

regulatory authorities, and provisfon of liaison vith financial co,munity; 

Consultation and advice on budgeting and preparation of long-range 

foreca s t s ; 

Consultation and advice on employee beneli t plans; 

Consultation and advice vith respect to regulatory matters, particularly 

those involving the Securities and Exchange Comission or the Federal 

?over Commission, and provision of lfaison and assistance in processing 

matters with the staffs of such commissions; 

Planning assistrnce and advice in the field of atomic energy, inctudfng 

coordination of research programs and other activities in such field; 

Liaison with special counsel representing operating conpanfes in 

proceedings involving the Yiddle South Systen and vith consultants 

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

ceedings; 

Operation of an ad-.-ertising and public relations depart=.er!t a d  placing 

of Middle South System national advertising; 

Tax services relating to preparation and filXng of returns for federal 

and state income taxes and declaration of estimated inccae taxes; studies 

of adequacy of tax accrua!s; and assistance in connectizs wi:h audit of 

returns by Internal Revenue Service and State Tax hencies; 

Insurance consulting and advisory services relating to fire and allied 

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

insurance; 

General consultation on mnagement and business problems; 

Consul tation on special accounting problems; 

Statistical services, such as study of comparative operating results, 

and up-dating annually System statistical data; 

Preparation of mps; 
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(14) General advisory engineering services including system planning, 

operation and fuel supply; 

Operation of a System Operations Center for the control of bulk pover 

supply and load dispatching within the System and with interconnected 

sys terns ; 

Planning assistance and advice with respcct to 5ystex sa le s  of power 

(15) 

(16) 

under the interconnection agreements among the operating companies and 

actingon behalf of the operating conpsnies in dealings with other electric 

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

power and energy; 

Operation of a data processing Computer Center to serve the Viddle 

South System; 

(17) 

(18) Consultation and advisory services with respect to rate studies, rate 

design, cost studies, load research, weather analysis, economic studies, 

forccasts of intra-system transactions, and computer rate analysis 

programs; and 

(19) Consultation, advice and services with respect to internal auditing. 

EGSI TTC Cost Case 3A-523 
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HETHODS OF ~ L O C A T I N C  COSTS AMONG CLIENT CONPANES RECEIVING SERVICE UKDER 
THIS A!!D SIHIL4R SERVICE AGREEMENTS WITH MIDDLE SOUTH SERVICES, MC. (SERVICES) 

1. The c o s t s  of r e n d e r i n g  s e r v i c e  by Serv ices  vi11 include a l l  costs of doing 

business  i n c l u d i n g  i n t e r e s t  on debt  bu t  excluding a r e t u r n  for t h e  use  of 

Services '  i n i t i a l  e q u i t y  c a p i t a l  amounting t o  $20,000. 

2. ( a )  Services w i l l  n a i n t a i n  a separa te  record of she expenses  of 

each depar tment .  

include:  

( i )  those  e s p e n s e 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  to 

The expenses o f  each department w i l l  

such depar tment ,  and 

( i i )  an a p p r o p r i a t e  p o r t i o n  of those  o f f i c e  and house-  

keeping expenses  t h a t  a r e  not  d i r e c t l y  a t t r i b u t a b l e  

to a depar tment  but which are n e c e s s a r j  t o  t h e  

o p e r a t i o n  of such  d e p a r t r e n t .  

(b) Expenses of the department  w i l l  inc lude  sa la r ies  and wages of 

employees, i n c l u d i n g  s o c i a l  s e c u r i t y  taxes ,  vaca t ions ,  p a f d  

absences,  s i c k n e s s ,  employee d i s a b i l i t y  expenses, and o t h e r  

employee w e l f a r e  expenses ,  ren t  and u t i l i t i e s ,  materials 

and 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 ther  expenses a t t r i b u t -  

a b l e  to t h e  depar tment .  

(c) The expezses of t h e  department w i l l  not include: 

( i )  those  inc remen ta l  out-of-pocket  expenses t h a t  are  

incur red  for  t h e  d i r e c t  benef i t  and canvenience of 

a C l i e n t  Conpany or a group of Cl ien t  Companies and 

are  to  b e  charged a s  such t o  such Cl ien t  Company oc 

group of C l i e n t  Companies; and 

(ii) S e r v i c e s '  overhead expenses t h a t  a r e  a t t r i b u t a b l e  to 

ma in ta in ing  t h e  c o r p o r a t e  ex is tence  of Serv ices ,  

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

LncZdental overhead expenses including those 

a u d i t i n g  fees and account ing deparment  expenses 

a t t r l b u t a b l e  to  Services .  

EGSI TTC Cost Case 
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( d )  Services  w i l l  e s t a b l i s h  annual budgets f o r  c o n t r o l l i n g  the 

expenses of each s e r v i c e  dcpartnent.  

3. (a) Employees i n  each dcpar tnent  w i l l  be d iv ided  i n t o  t w o  c l a s s e s :  

A. Those employees rendering s e r v i c e  t o  C l i e n t  Companies, 

and 

B.  those o f f i c e  and genera l  se rv ice  employees, such a s  

s e c r e t a r i e s ,  s tenographers ,  te lephone opera tors  and 

f i l e  c l e r k s ,  vho genera l ly  a s s i s t  employees i n  C l a s s  

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

not engaged d i r e c t l y  i n  rendering s e r v i c e  to  a C l i e n t  

Company or  a group of  Cl ient  Companies. In  the event  

t f ia t  any such o f f i c e  or general  s e r v i c e  enployees a r e  

ass igned to  f u n c t i o n s  t h a t  are a r t r i b u t a b l e  t o  s e r v i c e s  

being performed for C l i e n t  Companies, such 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 employees. 

(b) ExTenses set  f o r t h  in Sect ion  2 above w i l l  be separated to 

show : 

(i)  s a l a r i e s  and wages of Class A employees, and 

( i i )  a l l  o t h e r  expenses  of t he  departnent .  

There v i11  b e  a t t r i b u t e d  t o  a Class A employee's s a l a r y  o r  

wage, t h a t  p e r c e n t a g e  of a l l  other  expenses of his department 

( a s  def ined i n  S e c t i o n  2(b) above) t h a t  h i s  s a l a r y  or  vage is 

to t h e  t o t a l  C l a s s  A s a l a r i e s  and wages of t ha t  department.  

Class A employees i n  each dirpar:xnt w i l l  maintain a record  

of the  time they  a r e  employed i n  rendering s e r v i c e  to each. 

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

for each C l a s s  A employee w i l l  be determined a t  the beginning 

of each year a s  f o l l w s :  

ad jus ted  f o r  any e s t i m a t e d  sa l a ry  change p l u s  employee w e l f a r e  

expenses which s h a l l  inc lude  medical and h o s p i t a l  insurance  

prcmiums, l i f e  i n s u r a n c e  premiums, s o c i a l  s e c u r i t y  t a x e s ,  

re t i rement  income b e n e f i t s ,  employee d f s a b f l f t y  expenses,  and 

( c )  

( d )  

An hcur ly  rate 

Each Class A employee's annual s a l a r y  

3A-525 
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I .  

any o t h e r  s i m i l a r  v e l f a r e  expenses, s h a l l  be d iv i?cd  by the 

t o t a l  number o f  e s t i w t e d  product ive hours  which s b a l l  be 

determined as fol lms:  

T o t a l  a v a i l a b l e  working days 
( c o n s i d e r i n g  Saturdays,  Sundays 
and recognized holidays) X 

Less a l lowable  days fo r  
Est imated vaca t ion  X 

Estimated sick leave X 

Estimated non-productive 
t ime (convent ions,  con- 
f e r e n c e s ,  unassigned) x x  -_ .  

Estimatet  ne t  a v a i l a b l e  X 
productive d a y s  €or t h e  year  

Mul t ip ly  es t imated  n e t  a v a i l a 5 l e  p r o d u c t i v e  days Ty t h e  

number o f  working hours per  day to  de termine  estir2:c.d annual 

product ive  t i m e  in hours.  

time i n t o  t h e  sum of eaployee's s a l a r y  p l u s  a l l  otLcr c o s t s  a s  

s t a t e d  above t o  determine employee's h o u r l y  r a t e .  

Divide e s t i m a t e d  annual product ive 

For groups of employees performing t h e  same type of s e r v i c e ,  where 

t h e  s a l a r y  spread wi th in  a group is n o t  s i g n i f i c a z t ,  an average 

hour ly  r a t e  may be determined i n  accordance  wi th  t t e  foregoing 

formula. 

Such h o u r l y  r a t e  a s  determined above w i l l  be emplc72d throughout 

t h e  y e a r  in b i l l i n g  C l i e n t  Conpanies f o r  s e r v i c e s  rzndered and 

vi11 be a d j u s t e d  from time t o  time t o  r e f l e c t  s i g c l f i c a n t  

unforeseen developments such as d i s e a s e  epidemics.  

4. The charge to C l i e n t  Company o r  a group of C l i e n t  Compzzies for a 

p a r t i c u l a r  s e r v i c e  w i l l  be  t h e  sum of t h e  f i g u r e s  der ive?  by m u l t f -  

p ly ing  the  hours  repor ted  by each Class A employee i n  rcr.dering such 

s e r v i c e  by t h e  h o u r l y  r a t e  appl fcable  to  such employee. 

expenses  of a department a s  defined i n  L(a) ( i t )  w i l l  be a l l o c a t e d  i n  

O t h e r  

p ropor t ion  to t h e  employee hour ly  rase charges .  When s e r v i c e s  a r e  

rendered t o  a group of C l i e n t  Companies, t h e  cost  of such s e r v i c e s  

w i l l  be  a l l o c a t e d  among companies i n  t h e  group i n  accordance wi th  

t h e  allocation ionnulac f n  Sect ion  7 of this Exhib i t .  :;;:.::I -@:j(lI -of':..- 
EGSI TTC Cost Case 3A-526 2626 
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Those expenses  of S e r v i c e s  t h a t  are not included fn t h e  annual  

expense o f  a department under  S e c t i o n  2 above w i l l  be charged t o  

C l i e n t  Companies rece iv ing  s e r v i c e  a s  follows: 

( a )  Incremental  ou t -of -pocket  cos t s  incur red  fo r  :he d i r e c t  

b e n e f i t  and convenience of a C l i e n t  Company or a group 

of C l i e n t  Companies will b e  charged d i r e c t l y  t o  such 

company or group of companies. Such c o s t s  i x s r r e d  f o r  

a group of C l i e n t  Companies w i l l  be a l loca ted  on t h e  

b a s i s  s e t  f o r t h  i n  S e c t i o n  7 o f  t h i s  Exhibi t .  

(b )  The t o t a l  annual expenses  of S e r v i c e s  re fer re6  t o  above 

i n  S e c t i o n  2 ( c ) ( i i )  w i l l  be  a l l o c a t e d  among tbe C l i e n t  

Companies i n  the  same p r o p o r t i o n s  a s  the chzlrjes t o  

C l i e n t  Conpanies under S e c t i o n  4 a re  a l loca ted .  

On the  b a s i s  of t h e  foregoing,  monchly b i l l s  w i l l  be  rendered to  C l i e n t  

Company, s u b j e c t  t o  adjustment  a f t e r  t h e  y e a r ' s  end to  e n s u r e  t h a t  a l l  

b i l l i n g s  represent  a c t u a l  cos t s .  

b e  open t o  a u d i t  by C l i e n t  Company and by any regulatory a u t h o r i t y  

having j u r i s d i c t i o n  in  r e s p e c t  of t h e  C l i e n t  Company. 

B i l l i n g  procedures and amounts w i l l  

(a) When s e r v i c e s  a r e  rendered  to  a group of  Clien: Compacies, rhe 

fol lowing foimulae w i l l  b e  used to a l l o c a t e  the charges  therefor 

among C l i e n t  Companies in such group:  

tkpar tment / ,k  t i v i t r  Basis o f  Allocat ion 

(1) Execut ive and . \Jvisory Cross e l e c t r i c  xi gas revenues 

f o r  t h e  precedizg c a l e n d a r  

year .  (Note 1) 

Gross e l e c t r i c  revsnues or t o t a l  

c a p i t a l i z a t i o n  for t h e  p reced ing  

c a l e n d a r  year, depending upon 

t h e  n a t u r e  of t h e  services rendered.  

4 2 )  Finance and Accounting 

EGSI TTC Cost Case 

(Note 2) 



2005 
Page 18 of 121 

&gar trncnt /Ac t i v i  t y Basis of Allocation 

(3)  Engineering, System Capabi l i ty  r e s p o n s i b i l i t y  r a t i o  (Note 3) 
Planning and F u e l  
Supply or t o t a l  c a p i t a l i z a t i o n  for the  preceding 

( 4 )  System Opera t ions  
Center  

( 5 )  Adver t i s ing  

(6)  PJblic  R e l a t i o n s  

EGSI TTC Cost Case 
~~~ 

( i )  Tax 

( 8 )  insurance 

(9) Computer Center  

(10) Economic Research 

(1  1) I n t e r n a l  Audit4ng 

calendar  year ,  depending upon t h e  na ture  

o f  the s e r v i c e s  rendered .  

Capabi l i ty  r e s p o n s i b i l i t y  ra t io .  (Sote  3) 

Gross e l e c t r i c  and gas revenues from 

ul t imate  customers f o r  t h e  preceding 

calendar  year. (Note 1) 

Gross e l e c t r i c  and g a s  revenues or 

e l e c t r i c  and gas revenues  from u l t i u t e  

customers or to ta l  c a p i t a l i z a t i o n  fo r  

t h e  preceding c a l e n d a r  year ,  depending 

upon the na ture  o f  t h e  s e r v i c e s  rendered. 

(Yote 1 )  

The sum of the  t o t a l  income and t o t a l  

deductions as r e p o r t e d  f o r  Federal  

Income Tax purposes on t h e  r e t u r n  

f i l e d  fo r  t h e  preceding ca lendar  year. 

Insurance premiums for t h e  preceding 

calendar  year .  

Various bases, depending upon t h e  n a t u r e  

of  the serv ices  rendered ,  a s  agreed upon 

by t h e  C1 i e n t  Ccmpanies. 

Gross e l e c t r i c  and gas revenues from 

ul t imate  customers or gross e l e c t r i c  

revenues for  the preceding  ca lendar  year  

or c a p a b i l i t y  r e s p o n s i b i l i t y ,  depending 

upon the na ture  of t h e  s e r v i c e s  rendered. 

(Notes 1 6 3) 

Cross e l e c t r i c  revenues for t h e  preceding 

. .  calendar  year. (Note 2) 
5:yz 1.4-p: \:r I - .' . 
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(b) I f  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 m y  adjust the basis to effect an 

equitjbl? distrihution based upon a functional relationship 

between the services involved and the formula used. 

Sote 1: I t  is not anticlpated that any significant services will relate t o  

transit. If they should, appropriate adjustment will be made. 

Sote 2: It is zot anticipated that any significant services will relate 

to gas or transft. I f  they should, appropriate adjustment wfll 

be made. 

Note 3: The capbility responsibility of a company is the System capability 

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

the System peak load. 

highest clock hour demands in kilowatts of the company's inter- 

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

twelve m n t h  period ending with the current month. 

The company's peak load is the average of the four 

EGSI TTC Cost Case 
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Amendment KO. 2 

To 

S e r v i c e  Agreement 

_- 

Page 20 of 121 

The p a r t i e s  h e r e t o  do  hereby s t i p u l a t e  and a k r e e  t h a t  the  SERVICE 

agreement e n t e r e d  into by and be tveen  them under data of Aprf!-l, 1963 

be and t h e  same hereby is 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  I 

and Exhib i t  I1 t o  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 Exhib i t  11. 

, 

IN WITNESS h%EREOF, the  p a r t i e s  h e r e t o  have caused  t h i s  Amendment 

No. 2 t o , b 3  executed  t h i s  - 2 7 t h  day of - A p r i l  , 1986. 

e 

EGSI TTC Cost Case 
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T i t l e  P r e s i d e n t  

MIDDLE SOUTH UTILITIES, W C .  
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I DESCRIPTlON OF SCRVlCES hYlCH RILL BE FROVIDED BY HIEELLSUUTH 
Page 21 of 121 WDER THIS A!!D SIHlLAR SERVICE ACREUXNTS . 

(1) Consultation and edvice on financial planning, s a l @  of securitiee and 

tercporery cash investmnts, including assf6tance in connection with 

the prcpsretlon, printing end filing of appropriate documents with 

regulatory authorities, and provlslon of linison with financjal comr.;qlty; 

(2) Corisultation and advice on budgeting and preparation of long-range 

for eca 6 t 6 ; 

(3) Consultation and edvice on tmpfope benefit plans; 

(4) Consultation and advice v i t h  respect to regulatory matters, particularly 

those involving the Securitlea end Exchange Comisslon or the Federal 

Energy Regulatory C o d s s f o n ,  and provision of liaison and assistance in 

processing mattern vith the staffs of such comisslons; 

(5) Planning assistance and edvice in the field of nuclear activities including 

coordination or research prograes and other activlties in such field; 

Liaison with specjal counsel representing operating companies in (6) 

proceedings involving the Middle South S y s t e m  and with consultants 

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

ceedings; 

Operation of a comunications and public relatfons department and placing 

of Middle South System national advertising; 

(7)  

(8) Tax services relating to preparation and filing of returns for federal 

and etete Income taxes rnd declaration o f  estimated Income texes; studlea 

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

returns by Intfri..al ? k q / i 7 . l J e  Service and State Tax Agenclcs; 

Insurance consulting and advisory services relatin8 to ffre and allied 

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

insurance; 

Ceneral consultation on managelcent, business problems and strategic plrnnjng; 

Consultation on special atcountine problems; 

Statistical servlces, such 86 study of comparative operating results, 

end up-dating annually System statistical data: 

(9) 

(10) 

(11) 

(12) 

(13) Preparation of maps; 
0 
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(14) Cenersl edvisory englneering services including syeten planni ibit CEB-4F 

Page 22 of 121 
2005 ?P C Cost Case 

op~retion,fucl supply and construction management; 

(15) 0perstlon.of 43 System Operetjons Center for the control of bulk power 

6Upply end loed dispatching vittiln the System and with interconnected 

6y6teiiiS; 

(16) Plennlng a6sistence and advlce vlth respect to System sales of power 

under the interconnection agreements 8monp; the operatin8 companies and 

acting on behalf of the operating companies in dealings wfth other electric 

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

power and energy; 

Operation of 8 data processing Computer Center to serve the Middle 

South System; 

Coosultetfon end edvlrory services vith respect to rate studles, rete  

design, cost studies, l o a d  research, urather analysis, economic stuc'ies, 

forecasts of intra-system transactjons, and cosputer rate enelysfs 

programs; and 

Consultatioo, advice and services vlth respect to i n t e r n a l  auditfng. 

(17) 

(18) 

(19) 

EGSI TIC Cost Case 3A-532 2632 
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2005 TTC Cost Case 

The co,tr.of rendering rervicc  by Seivicrt v l l l  include 411 costs of doin8 

business including interest on debt but txcludlng 8 return for the use of 

. Page 23 of 121 

1, 

Serviccc' init iSl equity capital roounting to $20,000. 

2. ( a )  Servlces w i l l  m l n t a l n  a scperete record of the expenses of 

each depertoent. 

include: 

T h e  expenses of each department will 

(1) those expenses that are directly attributable to 

such department, 6nd 

(11) en appropriate portion of those office end house- 

keeping expenses that ere not directly attrlbutablc 

to a department but vhich are necessary to the 

operation of ruch department. 

(b) Expenses of the department vi11 include sslarler and vages of, 

employees, including rocial security taxer, vacations, paid 

ebsences, sickness, enployee disability expenses, and other 

employee uelfare expenses, rent and utilities, materials 

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

a b l e  to the department. 

IC) The expenses of the departnent will not include: 

(i) thorp incremental out-of-pocket expenses that are 

incurred for the direct beneflt and convenience of 

e Client Company or a group of Client Companies and 

are to be cherged as ruch to such Client Zor.rany or 

group of Client Compenies; and 

( i i )  Services' overhead expenses that are attributable to 

maintaining the corporate existence of Servlcer, 

franchise and other general taxes, and all other 

intldental overhead expender including those 

auditing fees end accounting department expenrer 

actributsblc t o  Services. 

8 
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S e r v i c e s  vi11  e s t s b l i 6 h  annual budgets  fo r  c o n t r o l l i n  tmibitCEB-4F 
2&5 lTC Cost Case 

I 
expenses  of eech s e r v i c e  department.  Page 24 of 121 

Employees i n  each  d e p a r t m o t  vi11 be d iv ided  i n t o  two c l a s s e s :  

A .  Those employees render lnq  s e r v i c e  t o  C l i e n t  Companies ( C l a s s  A ) ,  

and 

B. t h o s e  o f f i c e  and genera l  s e r v i c e  employees, s u c h  as 

scc ret a r ics , s t enographe i s ,  t el  eptione opc a t or s and 

f i l e  c l e r k s ,  uho g e n e r a l l y  a s s i s t  employccs In Class 

A or r e n d e r  o t 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  l n  r e n d e r i n g  s e r v i c e  to a C l i e n t  

Ccmpany or a eroup of C l l c n t  Companies. In t h e  event 

t h a t  any such o I f l r e  or genera l  s e r v i c e  employees are 

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

b e i n g  performed l o r  C l i e n t  Companies, such employee?r 

shall be r e c l a s s i f i e d  a s  Class  A employees. 

Expenses s e t f o r t h  i n  Sec t ion  2 above w i l l  be  s e p a r a t e d  t o  

show: 

(i) s a l a r i e s  and wages of Class  A employees,  and 

( i i )  a l l  o t h e r  expenses  of t h e  department .  

C l a s s  A employees i n  each department v l l l  m a i n t a i n  a record 

of t h e  time they a r e  eoployed i n  render ing  s e r v i c e  t o  each 

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

for e a c h  CJass A effiployee vi11 be determined each  month. 

The hourly r a t e  

charge  to C l i e n t  Company or B group of C l i e n t  Companies for  a 

i c u l a r  s e r v i c e  w i l l  be  t he  svm of t h e  f i g u r e s  d e r l v e d  by m u l t i -  

plying t h e  hours r r ? o r t e d  by each  C l a s s  A eilployee I n  render ing  such 

s e r v i c e  by t h e  hourly 

and a l l o c a t e d  expenses .  

r a t e  a p p l i c a b l e  t o  such employee and o t h e r  d i r e c t  - 
Other  expenses  of a department as  def ined  i n  a l a )  

( l i )  w i l l  b e  a l l o c a t e d  i n  propora t ion  t o  t h e  s a l a r i e s  and vages charges .  

L l e n  s e r v l c e s  a r e  rendered t o  a group of C l i e n t  Companies, the  c o s t  of such 

s e r v i c e s  vi11 be a l l o c a t e d  among companies i n  the  group In  eccordanr t  w i t h  

t he  a l l o c a t i o n  formulae i n  S e c t i o n  7 of t h i s  Exhibi t .  

EGSI TTC Cost Case 
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5 .  Those e x p e n s e r  of Serv lcer  that a r e  n o t  i n c l u d e d  I n  t h e  

department  under  Sec t ion  2 rbovc v l l l  b e  charged to C l i e n t  C O ~ @ I I ~ $ O ~  ‘ * I  

r e c e i v i n g  s e r v l c e  as follovs: 

(a)  incremental out-of-pocket costs i n c u r r e d  for the  d i r e c t  

b e n e f i t  and convenience of 8 C l i e n t  Company or a group 

of C l i e n t  Cocpanles vi11 be charged d i r e c t l y  to such 

company or group of companies. 

a group of C l i e n t  Ccmpanles will b e  a l l o c a t e d  on the  

b a s i s  set  f o r t h  i n  Sect ion 7 of t h j 8  E x h i b i t .  

The t o t a l  cxpenses of S e r v i c e s  r e f e r r e d  to above % n  S e c t i o n  2 ( c ) ( i i )  

u i l l  b e  e l l o c a t e d  aaong t h e  C l i e n t  Companies i n  the  same p r o p o r t i o n s  

Such c o s t s  incur red  for 

(b) 

a s  the charges  t o  C l i e n t  Companies under  Sec t ion  6 a r e  e l f o c a t e d .  

6. On t h e  basis of  t he  foregoing,  monthly b i l l s  w i l l  be rendered t o  C l i e n t  

Company. 

Company and by any regula tory  a u t h o r i t y  having  j u r i s d i c t i o n  i n  r e s p e c t  of 

t h e  C l i e n t  Company. 

B i l l i n g  procedures aad amounts w i l l  be open t o  a u d i t  by C l i e n t  

7. (a) When s e r v i c e s  a r e  rendered t o  a group of C l i e n t  Companies, t h e  

f o l l o u l n g  formulae u i l l  be used t o  a l l o c a t e  t h e  charger  therefor 

among C l i e n t  Coapanies i n  such group: 

B a s l s  of Alloca t ion  Department /Ac t 1 2  - 
(I)  Execut ive  and Advlsory Composlte f a c t o r  (Sote 1) 

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

(4) Engineer ing ,  System C a p a b i l i t y  r e s p o n s i b i l l t y  r a t  io (Sote 2)  
P l a n n i n g  and Fuel S u p p l y  

( 5 )  System Opera t ions  
C e n t e r  

(6) Communicatlont~ 

* 

(7) P u b l i c  Refa t ions  

C a p a b i l i t y  r r s p o n s i b l l i t y  r a t i o  (Note 2) 

Composite factor  (Soto 1) 

Composite f a c t o r  (Note 1) 
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Dcpactncnt/Ac t f v i t y  

(8) Tax 

(9) Insurance 

(IO) Computer Center 

Exhibit CEB-QF 
2005 lTC Cost Case 
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Basis of Allocation 

The 6Um of the total Income and total 

deductions as reported for Federal 

Incorpe fax purposes on the return 

filed for the preceding calendar year, 

Insurance premiums for the preceding 

calendar year. 

Var ious  bases, depending upon the nature 

of the services rendered, 6s agreed upon 

by the Client Companles. 

(11) Internal Auditing Composite factor (Note 1) 

(b) If the use of 8 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 formula used. Any such 

change in alloca\ion bases shall be made only alter first giving 

to the Comlssion written notice of such rrcposed change not less 

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

The composite 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 

the System peak load, 

twelve monthly highest clock hour demands in kilowatts of the Comyany'e 

interconnected syetcm, occurring each month coincident with the S y s t m  

Note 1: 

Note 2: 

The company's peek load is the averege of the 

e 

peak toad, during the tveive month period ending w f t h  the current month. 
3A-536 2636 
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Amendment No. 3 

TO 

Service Agreement 

The parties hereto do hereby stiputate and agree that the SERUICE 

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 I 1  

t o  the Service Agreement, the attached revised form of Exhibit 11. 

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

The 

IN WITNESS WHEREOF, the parties hereto have caused this Amendment 

No. 3 to be executed this 1st day of A u g u s t  -' 1 9 8 8 .  

MSU SYSTEM SERVICES, INC. 

IW 3Y 

MIDDLE SOUTH UTILITIES,  INC. - 

Title Chairman/Prcsident 
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1. The c o s t 8  of r e n d e r i n g  e e r v i c e  by S e r v i c e s  w i l l  include a l l  C O B t 6  of d o i n g  

b u s i n e s s  i n c l u d i n g  i n t e r e e t  on d e b t  bu t  e x c l u d i n g  a return for t h e  u s e  of 

Services' i n i t i a l  e q u i t y  c a p i t a l  amounting 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 s e p a r a t e  r e c o r d  of t h e  e x p e n s e s  of 

e a c h  depa r tmen t .  

i n c l u d e  : 

(1) 

The e;penses of each d e p a r t m e n t  w i l l  

t h o s e  e x p e n s e 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  

such d e p a r t m e n t ,  and 

(11) 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 houso- 

k e e p i n g  e x p e n s e s  t h a t  a r e  not d i r e c 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  which a r e  n e c e s s a r y  t o  t h e  

o p e r a t i o n . o f  s u c h  depar tment .  

(b) Expenses  of t h e  depa r tmen t  w i l l  i n c l u d e  s a l a r i e s '  and wages of 

employees,  i 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 i d  

a b s e n c e s ,  s i c k n e s s ,  employee d i s a b i l i t y  e x p e n s e s ,  and o t h e r  

employee v e l f a r e  e x p e n s e s ,  r e n t  and u t f l i t i e s ,  m a t e r i a l s  

and 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 t -  

a b l e  to t h e  d e p a r t m e n t .  

D e p a r t m e n t a l  e x p e n s e s  w i l l  be  c a t e g o r i z e d  i n t o  one  of two c l a s s e s :  

(i) 

(c) 

those e x p e n s e s  which are d i r e c t l y  a t t r i b u t a b l e  to specific 

services r e n d e r e d  t o  a C l i e n t  Company or  g r o u p  of C l i e n t  

Companies ( D e p a r t n e n t a l  D i r e c t  C o s t s ) ,  and 

( t i )  t h o s e  e x p e n s e s  which a r e  a t t r i b u t a b l e  t o  t h e  o v e r a l l  o p e r a t i o n  

of t h e  d e p a r t m m t  and n o t  t o  a s p e c i f i c  servlce p r o v i d e d  t o  

C 1  i e n t  Companies (Departmental  I n d i r e c t  C o s t s ) .  

EGSI TTC Cost Case 
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Departmental I n d i r e c t  c o s t s  4 1 1  be c l a s s i f i e d  a s  fix&hibit  EB-4F  

( I n d i r e c t  Departmental Fixed Coats) or v a r i a b l e  ( I n d i p a &  29 of 121 

De;artmcntal Var iab le  Cost.). Departmental I n d i r e c t  Fixed 

2005 lTC Cost Case 

Cos t s  i nc lude  a l l  c o s t s  incur red  by a department which a r e  

necessary  t o  ope ra t e  the  department but do no t  vary  with t h e  

l e v e l  of s e r v i c e s  provided t o  other  System Companies du r ing  a 

f i s c a l  year.  

De;artmental I n d i r e c t  Fixed Costs include: 

(d 

i 

(1)  Adoin i s t r a t ive  l abor  c o s t s  associated wi th  o f f i c e  and 

g e c e r a l  s e r v i c e  eo?loyees described in Sec t ion  3(a).  

vould inc lude  not only t h e  s a l a r i e s  and wages of t h e s e  

e7plcyees  but  a l s o  o t h e r  r e l a t ed  employment c o s t s  

descr ibed  i n  Sec t ion  2(b) above. 

OccuFancy c o s t s  inc luding  ren t  and u t i l i t i e s .  

This 

( 2 )  

( 3 )  3eprec ia t ion .  

(4) Other fixed c o s t s  a t t r i b u t a b l e  to a department,  

Dezartmental  I n d i r e c t  Var iab le  Costs a r e  those  c o s t s  i ncu r red  

by a dep r r tnen t  which a r e  necessary t o  support  s e r v i c e s  to 

ctha: S:;stei Companies and cannot be p r a c t i c a l l y  ass igned  t o  

ind iv idua l  s e rv i ces  provided t o  o ther  System Companies but  vary  

v i t h  t h e  l e v e l  of t hese  s e r v i c e s  during a f i s c a l  year.  

would ine lude  m a t e r i a l s  and suppl ies ,  telephone usage, postage,  

e t c .  

l%SS 

The i n d i r e c t  expenses of the dc2artment w i l l  not include: 

( i )  those incremental  out-of-pocket expenses t h a t  a r e  incu r red  for 

the  d i r e c t  b e n e f l t  and convenience of a C l i e n t  Company or a 

group of C l i en t  Cocpanles and a r e  t o  be  d i r e c t l y  charged t o  

such C l i e n t  Company o r  group of C l i en t  Companies; and 

( f i )  Servfces '  overhead expenses tha t  a r e  a t t r i b u t a b l e  to  

maintaining t h e  co rpora t e  ex is tence  of Serv ices ,  f r a n c h i s e  and 

o t h e r  genera l  t axes ,  and a l l  other i n c i d e n t a l  overhead expenses 

inc luding  those  a u d i t i n g  f e e s  and account ing  department 

expenses a t t r i b u t a b l e  t o  Serv ices  ( I n d i r e c t  Corpora te  Costs). 

- ., ._- --- 
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' (e) se rv ices  w i l l  e s t a b l i s h  annual  budgets for c o n t r a m w G T @ % '  

of each se rv ice  department and tliose expenses ou t l ined  above In 

Sect ion  2(d) which a r e  not  department spec f f i c .  

Employees i n  each department w i l l  be d iv ided  into two c l a s ses :  

A. 

1 

3. (a) 

Those employees render ing  s e r v i c e  t o  Cl fen t  Coapanfer (Class A). 

and 

those office and g e n e r a l  s e r v i c e  employees, such as  

s e c r e t a r i e s ,  s tenographers ,  telephone ope ra to r s  and 

f i l e  c l e rks ,  vho g e n e r a l l y  a s s i s t  employees i n  Class  

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

not engaged d i r e c t l y  i n  rendei ing  s e r v l c e  t o  a C l fen t  

Cozpany or a group of C l i e n t  Cospanies. In t h e  event 

t > a t  any such o f f f c e  or gene ra l  s e r v i c e  employees a r e  

assigned t o  func t fons  t h a t  are a t t r f b u t a b l e  t o  se rv i ces  

being perforzed f o r  C l i e n t  Companfes, such employees 

s h a l l  be rec!ass i f ied  as C las s  A eaployces.  

B. 

(b) Expenses set fo r th  i n  Sec t ion  2 above w i l l  be separa ted  to  

show: 

( f )  

( i i )  a l l  o the r  expenses of t h e  department. 

Class A employees i n  each department w i l l  a a i n t a i n  a record 

of the  t i n e  they a r e  employed in render ing  se rv ice  t o  each 

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

f o r  each Class  A enployee w i l l  be determined each month. 

The charge  t o  C l i en t  Ccspany or a group of C l i e n t  Cmpanfes f o r  a 

p a r t i c u l a r  s e m i c e  w i l l  be the sum 

t h e  hours  reported by each Class A employee i n  rendering such s e r v i c e  by 

the  hour ly  r a t e  app l f cab le  t o  such employee and o the r  d i r e c t  a l l o c a t e d  

expenses. Ind i r ec t  Departmental Var iab le  Costs as def ined  in 2 ( c ) f i i )  

w i l l  be a l loca ted  i n  proportion t o  the d i r e c t  s a l a r i e s  and wages 

charged. When se rv ices  a r e  rendered t o  a group of C l i e n t  CcGpanies t h e  

c o s t  o f  such se rv ices  w i l l  be a l l o c a t e d  among companies i n  t h e  group i n  

accordance with the  a l l w a t t o n  f o m u l a e  i n  Sec t ion  7 of t h i s  Exhib i t .  

s a l a r i e s  and cages  of C l a s s  A eoployees, and 

( c )  

The hourly r a t e  

6. 

of the  f i g u r e s  der ived  by mult ip ly ing  

I n d i r e c t  Fcpai t oen ta l  Fixed Costs w i l l  be a l l o c a t e d  to c l i e n t  companies 

on the b a s i s  set f o r t h  i n  Section 7 of t h io  r x h l b i t .  

Y 

, . - . .  . . .  . . _  . . . . . . . . , . .. . . .. .-  . .. . . . .  , . .. . .. . .... . . . . 
, - .-. * .- 
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expenses of Services that are not fncludcd i n  the e x p m j H @ ~ ~ - . Q ~  

121 
005 C ostCase department under Section 2 above will be charged to CFient 

receiving service as follows: 

(a) Incremental out-of-pocket costs incurred for the direct 

benefit and convenience of a Client Company or a group 

of Client Companies will be charged directly to such 

company or group of companies. 

a group of Client Companies will be allocated on the 

basis set forth in Section 7 of chis Exhibit. 

The Indirect Corporate Costs of Services referred to above in 

Section Z(d)(ii) vi11 be allocated among the Client Companies on 

the basis set forth in Section 7 o f  this Exhibit. 

Such costs incurred for 

(b) 

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

Conpany. 

Conpany and by any regulatory authority having jurisdiction in respect Of 

the Client Company. 

(a) 

Billing procedures and mounts  will be open to audit by Client 

7.  men services are rendered to  a group of Client companies, the 

following formulae will be used t o  allocate the charges therefor 

among Client Companies in such group: 

Departnent/Activity Basis of Allocation 

(1) Executive and Advisory C+o.posite factor (Yote 1) 

( 2 )  Finance and System 
Accounting 

( 3 )  Yuclear 

(4) Engineering, System 
Planning and Fuel Supply 

(5) System Operations 
Center 

(6) Communications 

(7 )  Public Relations 

Compcsite factor (Yotc 1) 

Number of participating nuclear companies 

Capability responsibility ratio (Note 2) 

Capability responsibility ratio (Note 2) 

Composite factor (Note 1) 

composite factor Mote 1) 

x 





Department /Act  f v  i t y  

(8) Tax 

(9) Insu rance  

(10) C m p u t e r  Center 

Page 32 of 121 
The ma of t h e  to ta l  income end t o t a l  

deduc t ions  a8 r e p o r t e d  for F e d e r a l  

Income Tax purpose6  on the  r e t u r n  

f i l e d  for the p r e c e d i n g  c e l e n d a r  y e a r .  

Insurance  premiums € o r  the p reced ing  

ca l enda r  y e a r .  

Various b a s e s ,  depending upon t h e  n a t u r e  

of t h e  s e r v i c e s  r ende red ,  a s  ag reed  upon 

by !he C l i e n t  Companies. 

(11) I n t e r n a l  A u d i t i n g  Composite f a c t o r  (Xote 1) 

(12)  I n d i r e c t  C o r p o r a t e  C o s t s  Composite f a c t o r  :(Note 1) 

(b)  If t h e  u s e  of a b a s i s  of a l l o c a t i o n  would r e s u l t  i n  an i n e q u i t y  

because  of a change  i n  o p e r a t i o n s  or o r g a n i z a t i o n  of t h e  C l i e n t  

Companies, t h e n  S e r v i c e s  may a d j u s t  t h e  b a s i s  t o  e f f e c t  an  

e q u i t a b l e  d l s t r i b u t l o n  based  upon a f u n c t i o n a l  r e l a t i o n s h i p  

between t h e  services i n v o l v e d  and t h e  formula  used. Any such  

change i n  a l l o c a t i o n  bases s h a l l  be  made o n l y  a f t e r  f i r s t  g i v i n g  

t o  t h e  Commission w r i t t e n  n o t i c e  of 5 w h  proposed  change not less 

than 60 d a y s  p r i o r  to t h e  proposed e f f e c t i v e n e s s  of any such change. 

?%e compos i t e  f a c t o r  is cocposed o f  f o u r  f a c t o r s  w i t h  e q u a l  w i g h t f n g  

t o  each. Those  f a c t o r s  a r e  k i lowa t t -hour  sales, a v e r a g e  cus tomers ,  

number of employees  and  c a p a b i l i t y  r e s p o n s i b i l i t y  r a t i o .  

The c a p a b i l i t y  r e s p o n s i b i l i t y  of a compaoy is t h e  System c a p a b i l i t y  

m u l t i p l i e d  by t h e  r a t i o  o b t a i n e d  by d i v i d i n g  a company's peak l o a d  by  

t h e  System peak  load .  

twelve  monthly h l g h e e t  c l o c k  hour demands in kilowatts of t?te Compsny'u 

I n t e r c o n n e c t e d  ~yscem, o c c u r r i n g  each  month c o f n c i d e n t  v l t h  t h e  S y e t e o  

peak load, d u r i n g  t h e  t w e l v e  month pe r iod  e n d i n g  with the c u r t e n t  month. 

Note 1: 

Note 2: 

The company's peak load is t h e  a v e r a g e  of t h e  

! 
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Dated January 1 .  1991 :z 
Amendment 

The parties  h e r e t o  do hereby s t i p u l a t e  and agree  t h a t  t h e  

S E R V I C E  AGREEMENT entered  i n t o  by and between them under d a t e  of 

Apr i l  l *  1963, as amended, be and the same hereby i s  f u r t h e r  

amended by s u b s t i t u t i n g  for t h e  form of  E x h i b i t  I1 to t h e  S e r v i c e  

Agreement ,  the  a t tached  r e v i s e d  form of  Exhibit 11. The e f f e c t i v e  

d a t e  of t h i s  Amendment is January  1 ,  1 9 9 1 .  

I N  WITNESS WHEREOF, t h e  parties h e r e t o  have caused t h i s  

Amendment to  be executed t h i s  28 th  day of 

January , 1 9 9 1 ,  

ENTERGY SERVICES, INC.  

EGSI TTC Cost Case 319-543 2643 
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1. The cos t s  o f  r ende r ing  s e r v i c e  b y  S e r v i c e s  w i l l  i n c l u d e  a l l  

costs o f  do ing  b u s i n e s s  i n c l u d i n e  i n t e r e s t  on d e b t  b u t  

e x c l u d i n e  a r e t u r n  for t h e  u s e  of S e r v i c e s '  i n i t i a l  e q u i t y  

cap i t a l  arnountina t o  $ 2 0 , 0 0 0 .  

2 .  l a )  S e r t ' i c e s  w i l l  ma in ta in  a separa te  r e c o r d  of t h e  

expenses  o f  each  depa r tmen t .  The expenses  o f  each  

depar tment  w i l l  i n c l u d e :  

l i  1 t h o s e  expenses  t h a t  are d i r e c t l v  a t t r i b u t a b l e  t o  

s u c h  depar tment ,  and 

l i i )  a n  apnropr ia te  p o r t i o n  of t h o s e  o f f i c e  and house-  

keeping  e spenses  t h a t  are  n o t  d i r e c t l y  

a t t r i b u t a b l e  t o  a depar tment  b u t  which are 

n e c e s s a r v  t o  t h e  o p e r a t i o n  of such  depar tment .  

Expenses  of t h e  depar tment  w i l l  i n c l u d e  salar ies  and 

wages of employees. i n c l u d i n e  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 ,  pa id  absences .  sickness. employee d i s a b i l i k o  

expenses .  and o t h e r  employee w e l f a r e  expenses .  r e n t  and 

u t i l i t i e s ,  materials and 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 spenses  a t t r i b u t a b l e  to t h e  department .  

Departmental  expense  will be  c a t a s o r i z e d  i n t o  one of 

two c lasses :  

( i )  t h o s e  expenses  which are d i r e c t l v  a t t r i b u t a b l e  to 

sDecitic services r ende red  t o  a C l i e n t  Company 

or group of C l i e n t  Companies IDevartmental  Direst 

C o s t s ) ,  and 

( i i )  t h o s e  expenses  which are a t t r i b u t a b l e  t o  t h e  

o v e r a l l  o p e r a t i o n  o f  t h e  depar tment  and not  t o  

a s p e c i f i c  s e r v i c e  p rov ided  t o  C l i e n t  Companies 

IDepartmental  Tndi rect Costs ). 

.c -. .. - 4 -----I 
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Departmental  I n d i r e c t  c o s t s  b . i l l  be c l a s s i f i e d  a s  f i s e d  

( I n d i r e c t  Depar tmenta l  F ixed  Cos ts )  or v a r i a b l e  

( I n d i r e c t  Depar tmenta l  V a r i a b l e  C o s t s ) .  Depar tmenta l  

I n d i r e c t  Fixed Cos ts  i n c l u d e  a l l  c o s t s  i n c u r r e d  bv a 

depar tment  which a r e  necessa ry  t o  o p e r a t e  t h e  

depar tment  b u t  do  n o t  vary  w i t h  t h e  l e v e l  of s e r v i c e s  

provided  t o  o t h e r  System Companies d u r i n a  a f i s c a l  

year.  

Deuartmental  I n d i r e c t  F i s e d  Costs inc lude :  

l l  I A d m i n i s t r a t i v e  l a b o r  cos t s  a s s o c i a t e d  w i t h  o f f l c e  

and g e n e r a l  s e r v i c e  emnlorees d e s c r i b e d  in S e c t  ion 

31al. This w u l d  i n c l u d e  not  o n l v  t h e  s a l a r i e s  

and l iaees o f  t h e s e  employees b u t  a lso o t h e r  

r e l a t e d  employment  c o s t s  desc r ibed  in S e c t i o n  

21bl  above.  

12) Occupancr c o s t s  i n c l u d i n e  r e n t  and u t i l i t i e s ,  

( 3 l D e p r e c i a t i o n .  

( 4 )  O t h e r  f i x e d  costs a t t r i b u t a b l e  t o  a dena r tmen t .  

Deoartmental  I n d i r e c t  V a r i a b l e  costs aze t h o s e  cos ts  

i n c u r r e d  bv a depa r tmen t  which a r e  n e c e s s a r v  to  S U V D O r t  

s e r v i c e s  t o  o t h e r  System companies  and c a n n o t  be  

p r a c t i c a l l y  a s s i e n c d  t o  i n d i v i d u a l  services p rov ided  t o  

o t h e r  System companies b u t  v a r v  w i t h  t h e  l e v e l  o f  t h e s e  

s e r v i c e s  d u r i n s  a f i s c a l  vear. This would i n c l u d e  

mater ia ls  and s u p p l i e s .  t e l ephone  usaue, postace, etc. 

(db The i n d i r e c t  e x p e n s e s  of t h e  department  w i l l  n o t  

i n c l u d e :  

( i )  t h o s e  i n c r e m e n t a l  ou t -of -pocket  expenses  t h a t  are 

i n c u r r e d  for t h e  d i r e c t  b e n e f i t  and conven ience  

of a C l i e n t  Company or a a roup  of C l i e n t  

Companies, or a r i s i n u  i n  any manner Srom s p e c i f i c  

s e r v i c e s  r ende red  t o  a C l i e n t  Company or  a Proup 

of  C l i e n t  Companies, and are t o  b e  d i r e c t l y  

charted to  such C l i e n t  Company or qrouv  of C l i e n t  

Companies: and  

. .  
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( i i )  Services' overhead ewenses that are 

attributable to maintaining the corporate 

existence of Services, franchise and other 

general taxes, and all other incidental 

overhead expenses including those auditing fees 

and accounting department expenses attributable 

to Services (Indirect Corporate Costs). 

(el Services will establish annual budgets for controlling 

the expenses of each service department and those 

expenses outlined above i n  Section 21d) which are not 

department specific. 

3. ( a )  Employees in each department will be divided into t'*o 

classes: 

A .  Those emplovees rendering service to Client 

Companies (Class A ) .  and 

B. Those office and qeneral 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  C1 ient Companies, such employees 

shall be reclassified as Class A emplovees. 

fb) Expenses set forth in Section 2 above will be separated 

to show: 

( i )  salaries and wages of Class A employees, and 

( i i )  all other expenses of the department. 

(c) Class A employees in each department will maintain 

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. 

. .  
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4. The charee to Client Companv or a group of Client Companies 

for a particular service will he the sum of the figurer 

derived br multiplying the hours reported by each Class A 

enplovee in rendering such service by the hourly rate 

applicable to such employee and other direct allocated 

expenses. Indirect Departmental Variable Costs as defined 

in 2(c)fiil 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 * . i l l  

be allocated amone companies in the eroup in accordance 

with the allocation formulae in Section 7 of this Exhibit. 

Indirect Departmental Fixed Costs will be allocated t o  

Client Companies on the basis set forth in Section 7 o f  

this Exhibit. 

5 .  Those expenses of Services that are not included in the 

expense of a department under Section 2 above w i l l  be 

charged to Client Companies receivinq service as follOh*s: 

l a l  Incremental out-of-pocket costs incurred for the direct 

benefit and convenience of a Client Company or a arouP 

of Client ComDanies, or arising in any manner from 

specific services rendered to a Client Companv or a 

group of Client Companies. will be charaed directly to 

such company or group of companies. Such costs 

incurred for a group of Client Companies will be 

allocated on the basis set forth in Section 7 of this 

Exhibit . 
( b )  The Indirect Corporate Costs of Services referred to 

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

Client Companies on the basis set forth in Section 7 

of this Exhibit. 

6 .  On the basis of the foreaoine, monthlv bills will be 

rendered to Client Company. Billing procedures and amounts 

will be open to audit by Client Companr and bu anv 
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reeulatorv authoritr havine iurisdiction in respect of the 

C1 ient Companv. 

7. ( a )  When services are rendered to a rroup of Client 

Companies. the Pollosine formulae w i l l  be used to 

allocate the charcres therefor amonq Client Companies 

in such #roup: 

1 )  Executive and Advisorv Composite factor (Note 1 )  

2 1  Finance & System 
Aceountinq 

3 )  Nuclear 

Comoosite factor (Note 11 

Number of vartfcipstine 
nuclear companies 

4 1  Engineerinq. System Capability responsibilit? 
Planninq and Fuel SuPplV ratio (Note 2 )  

5 )  System operations 
Center 

Capability responsibilitp 
ratio (Note 2 )  

6 )  Communications Composite factor (Note 1 )  

7 )  Public Relations Composite factor (Note 1 )  

8 )  Tax 

91 Insurance 

10) Computer Center 

1 1  1 Internal Auditins! 

1 2 )  Indirect Departmental 
Fixed Costs and 
Indirect Corporate 
costs 

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. 

Insurance premiums for the 
preceding calendar year. 

Various bases, depending upon 
the nature of the services 
rendered, as aereed upon by 
the Client Companies. 

Compositc factor (Note 1 )  

Allocated among Client 
Companies in the same 
proportion as the charres 
to the Client Companies 
excluding Indirect 
Departmental Fixed Costs 
and Tndirect Corporate 
Costa.  

. . .  ... , . . .  . , .  . .  . . . .  . .  . . .  
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.e.. -.-a- - 1 EGSI TTC Cost Case 3A-548 2648 


