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NUMBER OF CALLS — CUSTOMER SERVICE CENTERS Page 114 of 124

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,
DISTRIBUTION 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 benefits for each Legal Entity.

Used for the allocation of costs associated with tax administration, planning, and
support related to Section 263A tax benefits.
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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, January 1, 1998, January 1, 1999, January 1, 2000, January 1, 2001,
April 1, 2002, January 1, 2003 and August 1, 2003 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 I. This Amendment is made
and entered into as of March 1, 2004.

ENTERGY SERVICES, INC.

Byﬂgma.j__&mg..__
Senior Vice President and Chief Accounting Officer

ident and CEO"
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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.

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, and 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.

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

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

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

SUBSTATIONS

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

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

COMPOSITE - TRANSMISSION LINES/SUBSTATIONS

Based on two componenté: 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 ES! SERVICE

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

Used for the allocation of costs associated with support of ES| as a legal entity.
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SYSTEM CAPACITY (NON-NUCLEAR) Page 118 of 124

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

Used primarily for the allocation of costs associated with the support of the fossil

operations of the System. This would include services provided by plant support,
environmental and purchasing.

LABOR DOLLARS BILLED

Based on total labor dollars billed to each company.

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

DISTRIBUTION LINE MILES

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

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

COAL CONSUMPTION

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

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

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

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

SQUARE FOOTAGE
Based on square footage occupied by ESI functional business units.

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

EGSI TTC Cost Case 3A-504 2604
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INSURANCE PREMIUMS (NON-NUCLEAR)

Based on non-nuclear insurance premiums.

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

Based on the number of asset locations at period end.

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

CAPITAL EXPENDITURE AUTHORIZATIONS

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

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

TOTAL ASSETS
Based on total assets at period end.

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

BANK ACCOUNTS
Based on the number of bank accounts at period end.

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

SERVER AND MAINFRAME USAGE COMPOSITE

Based on the use of historical expenditures.

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

EGSI TTC Cost Case | 3A-505 2605
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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.

TJRANSITION TO COMPETITION

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

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

TELEPHONES
Based 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.

EGSI TTC Cost Case 3A-506 2606
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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.
PR(:)PERTY AND LIABILITY PAID LOSSES

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

~ Used for the allocation of costs associated with the operation and maintenance of

the Risk Information System.

COMPOSITE- SUPPLY CHAIN (Number of Transactions, Stockroom Count
and Procurement Total Spending)

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 - Inventory Management Fossil, Transmléslon &
Distribution Issues, Transfers & Returns '

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

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

EGSITTC Cost Case 3A-507 2607



Exhibit CEB-4E
2005 TTC Cost Case

SUPPLY CHAIN — Procurement Total Spendin Page 122 of 124

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

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

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 3A-508 2608
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NUMBER OF CALLS — CUSTOMER SERVICE CENTERS Page 123 of 124

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 adhinistmtion 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 assbciated 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,
DISTRIBUTION 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 benefits for each Legal Entity.

Used for the allocation of costs associated with tax administration, planning, and
support related to Section 263A tax benefits.
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OPEN WORKERS' COMPENSATION CLAIMS Page 124 of 124

N

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

Used for the allocation of costs associated with managing workers’ compensatlon
claims processes and budgets.

UNIT POWER SALES AGREEMENT

Based on fixed allocation percentages under Entergy's Unit Power Sales
Agreement.

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

RECORDS MANAGEMENT

Based on the number of employees at each Legal Entity using records
management services.:

Used to allocate costs associated with the management and supervision of non-
nuclear business unit records management processes.
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THIS AGREFMENT made and entered into by and between Middle South
Services, Inc. (hereinafter referred to as Services) a corporation organized

under the laws of the State of Delaware, and MIDDLE SOUTH UTILITIES, INC,

(hereinafter referred to as Client Company) a corporation

organized under the laws of the State of Florida with its

principal place of business at Two Broadway . Nev York, New York

WITNESSETH THAT:

WHEREAS, on March 28, 1563 , the Securities and Exchange

Conmission (hereinafter referred to as Commission) entered an order under the
Public Ut{lity Holding Company Act of 1935 (hereinmafter referred to as Act)
authorizing the organization and conduct of business of Services, & wholly-
owned subsidiary of Middle South Utilities, ¥Inc, (hereinafter referred to as
Middle South); and

WHEREAS, Services is organized, staffed and equipped to render services
as herein provided to Middle South and its associated companies (hereinafter
referred to as Client Companies), with whom Services is entering into agree-
ments in the form heyeof; and

WHEREAS, economies and increased efficiencies will result from the
performance by Services of certain services for the Client Cowpanies; and

WHEREAS, Services is willing to render such services at cost, determined
in accordance with applicable rules and regulations of the Commission under
the Act, except that there wiil be no charge for the use of the init{al equity
capital of Services amounting to $20,000;

NOW, THEREFORE, in consideration of the pramises and of the mutual

agrecments herein, the parties hereto agree as follows:

1. AGRERMENT TO FURNISH SERVICES

Services agrees to furnish to Client Company, upon the terms and
conditions hereinafter set forth, such of the services described in
Exhibit I hereto at such times, for such periods and in such manner
as Client Company may from time to time require, (References herein
to Exhibit I shall mean said Exhibit as {t shall be in effect from

Eicy) By 1 Sl AU
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time to time with amendments thereof or supplements thereto).
Services will, as and to the extent required for Client Company,
keep itself and its personnel available and corpetent to render
such services to Client Cowmpany, to the extent it may be authorize
so to do by Federal and State agencies having jurisdiction, Ser-
vices will also provide for Client Company such special services
not described in Exhibit I as Client Company may require and which
Services concludes it is competent to perform,

In supplying the various services provided for under this

age 2

d

agreement, Services may arrange for the services of such executives,

accountants, financial advisers, technical advisers, attorneys,

engineers and other persons with the necessary qualifications and

experience as are required for or pertinent to the rendition of such

services,

Sexrvices, after consultation with Client Company, may arrange

for the services of non-affiliated experts, consultants and attorneys

in connection with the performance of any of the services supplied

under this agreement,

II. AGREEMENT TO TAKE SERVICES

Client Company agrees to take from Services such of the services

described in Exhibit I as are required from time to time by the

Client Company, Client Company further agrees to take from Services

such other general or special services, whether or not described in

Exhibit I ard whether or not now contemplated, as Client Company
may from time to tine require and Services shall conclude it is

competent to perform,

13T, COMPENSATION AND ALLOCATION

As compensation for sexvices rendered (as provided in
Section II above) to it by Services, Client Company hereby agrees
to pay to Services the cost of such services. Bills will be
rendered for the amount of such cost on or before the 15¢th day of

tl?e succeeding month and will be payable on or before the 25th day

P _c“:-")“ ..""l : *

et
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of such month, The methods for the determination and the alloca-

tion of the cost of services to be paid by Client Company are set

forth in Exhibit II hereto.

IV, CLIENT COMPANIES

Client Companies will consist of Middle South and its
associated companies; all such companies will be served at cost

as provided in Section III and Exhibit II.

V. TERM OF ACREEMENT - MODIFICATION

This agreement shall becowme effective as of April 1, 1963 ,

subject to receipt of any required authorization of the Commission,
and shall continue until terminated as of the end of any calendar
year by either party giving to the other at least 60 days written
notf~e of its intention so to terminate,

This agreement will be subject to termination or modification at

“ ' any time to the extent its performance may conflict with the

provisions of the Act, as ahended, or with any rule, regulation or
order of the Commission adopted before or after the execution hereof.
This agreement shall be subject to the approval of any state com-
mission or other regulatory body whose approval is, by the laws of

said state, a legal prerequisite to the execution and delivery or

the performance of this agreewent,

IN WITNESS WHERZOF, the parties hercto have caused this agreement to be

executed as of the 1st day of April » 1963,

MIDDLE SOUTH SERVICES, INC,

By SO,

s

Title President

MIDDLE SOUTH UTILITIES, INC.

By MMA\.A/*M—’\

Title Vice President

PP B A RIW ] BRI
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DESCRIPTION OF SERVICES wHICH WILL BE PFOVIDED BY MIDDLE SOUTH SERVICES, INC,

(1)

2)

€)]
4

(5)

(6)

)

)

&)

(10)

UNDER TH{1S AND SIMILAR SERVICE AGRZEMENTS

Consultation and adwice on financial planning, sale of securities
and temporary cash investments, including assistance in connection
with the preparation, printing and filing of appropriate docunents
with regulatory authorities, and provision of liaison with financial
community;

Consultation and advice on budgeting and preparation of long-range
forecasts;

Consultation and advice on employee benefit plans;

Consultation and advice with respect to regulatory matters,
particularly those irwvolving the Securities and Exchange Commission
or the Federal Power Cormission, and provision of liaison and
assistance in processing matters with the staffs of such comissions;
Planning assistance and advice in the field of atomfc energy, includ-
ing coordination of research prograns and other sctivitiee in such
field;

Liaison with special counsel representing operating companies in
actions against electrical manufacturers for damages under the
antitrust laws and with consultants retained to prepare testimony
and other data for use in such actions;

Operation of Middle South Area Office and placing of Middle South
System national advertising;

Tax services télating to preparation and filing of returns for
federal and state income taxes and declarations of estimated income
taxes; studies of adequacy of tax accruals; and assistance in cone
nection with audit of returns by Internal Revenue Service and

State Tax Agencies;

Insurance consulting and advisory services relating to fire and
allied lines of Insurance, casualty and surety Insurance, and
employee benefit insurance;

General consultation on management and business problems; LRTI=-000O -0
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° EXHIBIT I, Page 2

(11) Consultation on special accounting problems;

{12) Statistical services, such as study of comparative operating
results, and up-dating annually System statistical data;

(13) Preparation of maps;

(14) General advisory enginecering services relating particularly to
sysiem planning and operation; and

(15) Planning assistance and advice with respect to System sales of
power under the interconnection agreements among the operating

companies,

SRZL-0001 -Gl
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* EXHIBIT II, Page 1

METHODS OF ALLOCATING COST AMONG CLIENT C(MPANIES RECEIVING SERVICE UNDER

THIS AND SIMILAR SERVICE AGREIMENTS WITH MIDDLE SOUTH SERVICES, INC, (SERVICES)

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,

(a) Services will maintain a separate 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 vhich are necessary to the
operation of such department.

(b) FExpenses of the department will include salaries and wages of
employees, including social security taxes, vacations, paid
absences, sickness, employee disability expenses, and other
employee welfare expenses, rent and utilities, materials
and supplies, deprecfation, and all other expenses attribut-
able to the department,

(c) The expenses of the department will not include:

(1) those incremental out-of;pocket expenses that are
incurred for the direct benefit and convenience of
a Client Company or a group of Client Companies and
are to be charged as such to such Client Company or
group of Client Companies; and

(i1) Services' overhead expenses that are attributable to
maintaining the corporate existence of Services,
franchise and other general taxes, and all other
incidontal overhead expenses including those
auditing fees and accounting department expenses

attributable to Services,
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{d) Services will establish annual budgets for controlling the

expenses of each service department,

3. (a) Employces in each department will be divided into two classes:

A Those employees rendering service to Client Companies,
and

B those office and general service employees, such as
secretaries, stenographers, telephone operators and
file clerks, who generally assist employees in Class
A or render other house-keeping services and who are
not engaged directly in rendering service to a Client
Company or a group of Client Companies, In the event
that any such office or general service employees are
assigned to functions that are attributable 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:

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

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

{d) 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., An hourly
rate for each Class A employee will be determined at the
begiraing of each year as follows: Each Class A employee's
annual salary adjusted for any estimated salary change plus
employee welfare expenses which shall fnclude medical and
hospital {nsurance premiums, life fnsurance premiums,

social security taxes, retiremen: income benefits, employee

EGSITTC Cost Case 3A-517 2617
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disability expenses, and any other similar welfare expenses,
shall be divided by the total number of estimated productive
hours which shall be determined as follows:

Total available working days
{considering Saturdays, Sundays

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

Estimated non-productive
time (coaventions, 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 in 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.

If and when personnel of Services becomes a significant number,
it may be deemed permissible to compute average hourly rates
by groups of employees performing the same type of service,

provided the salary spread within a group is not too significant.

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

unforeseen developments such as disease epidemics,

4. The charge to Client Company or a group of Cli{ent Companies for a
particular service will be the sum of the figures derived by multiply-
ing the hours reported by each Class A employee in rendering such
service by the hourly rate applicable to such employee, Other
expenses of 3 department as defined fn 2{a)(ii) will be allocated
in proportion to the employee hourly rate charges, When sexrvices are
rendered to a group of Client Companies, the cost of such services

will be allocated among companies in the group in accordamnce with

EGSI TTC Cost Case 3A-518 2618
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the allocation formulas in Section 7 of this Exhibit, Page 9 of 121

Those expenses of Scrvices that .are not included in the annuval

cxpense 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 oxr a group
of Client Companies will be charged 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 total annual expenses of Services referred 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 4 are allocated,

On the basis of the foregoing, monthly bills will be rendered to Client
Company, subject to ad justment after the year's end to ensure that all
billings represent actual costs, Billing 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 Companies, the
following formulas will be used to 2llocate the chsrges therefor among

Client Companies in such group:

Department Basis of Allocatfon
(1) Executive and Advisory* Gross electric revenues for the

preceding calendar year

(2) Finance and Accounting* Gross electric revenues for the
preceding calendar year

(3) Engineering Total investment in utility plant
in service at preceding Deceunder
31s¢t

(4) Public Relations and Electric general business revenues

Area Office* . for the preceding calendar year

{5) Tax The sum of the total {income and

total deductions as reported for
Federal Income Tax purposes on
the last return filed

{6) Insurance Insurance premfuvms for the pre-
ceding calendar year
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() 1f the use of a basis of allocation would result in an ircquity
because of a change in opcrations 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,

* It is not anticipated that any sfgnificant services will relate to gas

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

$32/- 00|~ 61084
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Amendment No. 1
to

Service Agreewment

The parties hercto do hereby stipulate and agree that the SERVICE

ACRLEMENT entered into by and between them under date of Azril 1, 1963 .

be and the same hereby is amended by substituvting for the form of Exhibit I
and Exhibit II to the Service Agreement, the attached revised form of Exhibit 1

and Exbibit 11.

IN WITNESS WHEREQF, the parties hereto have caused this Amendment

No. 1 to be executed this 1st ' day of __ January , 1972,

MIDDLE SOUTH SERVICZS, INC,

Title Presiden:

MIDDLE SOUTH UTILITIZS, INC,

By__ & b S

Title Chairman

’ ' ! | B )
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DESCRIPTION OF SERVICES WHICH WILL BE PROVIDED BY MIDDLE SOUTH SERVICES, INC.
UNDER _THIS AND STMILAR SERVICE AGREEMENTS

(1) Consultation and advice cn financial planning, sale of securities and
temporary cash investments, including assistance in connection with
the preparation, printing and filing of appropriate documents with
regulatory authorities, and provisfon of liaison with financial comunity;

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

(3) Consultation and advice on employee benefit plans;

(4) Consultation and advice with respect to regulatory matters, particularly
those involving the Securities and Exchange Commission or the Federal
Power Commission, and provision of l{aison and assistance in processing
matters with the staffs of such commissions;

(5) Planning assistance and advice in the field of atomic energy, including
coordination of research programs and other activities in such field;

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

ceedings;

(7) Operation of an advertising and public relations departzent and placing
of Middle South System national advertising;

(8) Tax services relating to preparation and filing of returns for federal
and state income taxes and declaration of gstimated incene taxes; studies
of adequacy of tax accruals; and assistance in connectica with audit of
returns by Internal Revenue Service and State Tax Agencies;

(9) 1Insurance consulting and advisory services relating to fire and allied
lines of insurance, casualty and surety insurance, and ecployee benefit
insurance;

(10) General consultation on management and business problems;

(11) Counsultation on special accounting problems;

(12) Statistical services, such as study of comparative operating results,
and up-dating annually System statistical data;

13) Preparation of maps;
(13) prep P FH21-0001~50
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(14)

(15)

(16)

(n

(18)

(19)
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General advisory engineering services including system planning,
operation and fuel supply;
Operation of a System Operations Center for the control of bulk power
supply and load dispatching within the System and with interconnected
systems;
Planning assistance and advice with respect to Systea 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;
Operation of a data processing Computer Center to serve the Middle
South System;
Consultation and advisory services with respect to rate studies, rate
design, cost studies, lcad research, weather analysis, economic studies,
forecasts of intra-system transactions, and computer rate analysis
programs; and

Consultation, advice and services with respect to internal auditing.

-
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METHODS OF ALLOCATING COSTS AMONG CLIENT COMPANIES RECEIVING SERVICE UNDER

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

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)

EGSITTC Cost Case

Services will maintain a separate 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,
Expenses of the department will include salarfes and wages of
employees, including social security taxes, vacations, paid
absences, sickness, employee disability expenses, and other
employee welfare expenses, rent and utilities, matertals
and supplies, depreciation, and all other expenses attribut-
able to the department,
The expenses of tﬁe department will not include:
(i) those incremental out-of-pocket expenses that are
incurred for the direct benefit and convenience of
a Client Company or a group of Client Companies and
are to be charged as such to such Client Company or
group of Client Companies; and
(ii) Services' overhead expenses that are attributable to
m3intaining the corporate existence of Services,
franchise and other general taxes, and all other
incidental overhead expenses including those
auditiﬁg fees and accounting department expenses

attributable to Services.
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(d)

{a)

(b)

(c)

(d)
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Services will establish annual budgets for controlling the
expenses of each service department.
Employees in each department will be divided into two classes:
A. Those employees rendering service to Client Companies,
and
B. those office and general service employees, such as
secretaries, stenographers, telephone operators and
file clerks, who generally assist employees in Class
A or render other house-keeping services and who are
not engaged directly in rendering service to a Client
Company or a group of Client Companies. 1In the event
that any such office or general service employezes 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:
{i) salaries and wages of Class A employees, and
(ii) all other expenses of the department.
There vill be attriburted to a Class A employee's salary or
wage, that percentage of all other expenses of his department
{as defined in Section 2(b) above) that his salary or wage is
to the total Class A salaries and wages of that department.
Class A employees in each departzent will maintain a record
of the time they are employed in rendering service to each
Client Company or group of Client Companies. An hourly rate
for each Class A employee will be determined at the beginning
of each year as follows: Each Class A employee's annual salary
adjusted for any estimated salary change plus cmployee welfare
expenses which shall include medical and hospital iasurance
premfums, life insurance premfums, social security taxes,

retirement income benefits, employee disability expenses, and

gar1-000 ~QIEs
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any other similar welfare expenses, shall be diviled by the
total number of estimated productive hours which shall be
determined as follows:

Total available working days
(considering Saturdays, Sundays

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

Estimated non-productive
time (conventions, con-
ferences, unassigned) X X
Estimated net available x
productive days for the year
Multiply estimated net available productive days :y the
number of working hours per day to determine estinzted annual
productive time in hours, Divide estimated annual productive

time into the sum of employee's salary plus all o:her costs as

stated above to determine employee's hourly rate.

For groups of employees performing the same type cf service, where
the salary spread within a group is not significazz, an average
hourly rate may be determined in accordance with tze foregoing

formula.

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

unforeseen developments such as disease epidemics.

The charge to Client Company or a group of Client Compz=ies for a
particular service will be the sum of the figures derivad by mulei-
plying the hours vreported by each Class A employee in rendering such
service by the hourly rate applicable to such employee. OUther
expenses of a department as defined in 2(a)(i{i) 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 in the group in accordance with

the allocation formulae in Section 7 of this Exhibie. sy —00G01 -0TsE
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5. Those expenses of Services that are not included {n the annual
expense of a department under Section 2 above will be charged to
Client Companies receiving service 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 incurred for
a group of Client Companies will be allocated on the
basis set forth in Section 7 of this Exhibic.

{b) The total annual expenses of Services referred 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 4 are allocated.

6. 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. Billing procedures and amounts will
be open to audit by Client Company and by any regulatory authority

having jurisdiction in respect of the Client Company.

7. (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 in such group:

Department/Activity Basis of Allocation

(1) Executive and Advisory Gross electric and gas revenues
for the preceding calendar
year. (Note 1)
(2) Finance and Accounting Cross electric revenues or total
capitalization for the preceding
" calendar year, depending upon
the nature of the services rendered.

(Note 2)

5321 ~0001 -07 37
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(3)

{6)

(8)

(9

(10)

(1)

EGSI TTC Cost Case

pepartment/Activity

Engineering, System
Planning and Fuel

Supply

System Operations
Center

Advertising

Public Relations

Tax

Insurance

Computer Center

£conomic Research

Internal Auditing

2005 %ﬁ'ggg"m 5’
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Basis of Allocation

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
ultimate customers for the preceding
calendar year. (Note 1)

Gross electric and gas rcvenues or
electric and gas revenues from ultizate
custonmers or total capitalfzation for
the preceding calendar year, depending
upon the nature of the services rendered,
(Note 1)

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 agreed upon
by the Client Companies.

Gross electric and gas revenues from
ultimate customers or gross electric
revenues for the preceding calendar year
or capabilfty fesp;nsibility, depending
upon the nature of the services rendered.
{Notes 1 & 3)

Gross electric revenues for the preceding

calendar year., (Note 2)

SFRL-OGOL -
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(b) If 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
equitsble distribution based upon a functional relatfonship

between the services involved and the formula used.

Note 1: It 1is not anticipated that any significant services will relate to

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

Note 2: It is rnot anticipated that any significant services will relate
to gas or transit. If they should, appropriate adjustment will

be made.

Note 3: The capability responsibility of a company is the System capability
multiplied by the racié obtained by dividing a company's peak 1oad by
the System peak load. The company's pezk load is the average of the four
highest clock hour demands in kilowatts of the company's inter-
connected system, each on a different day, occurring during the

twelve month period ending with the current month.

SRR -OO0L -G
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Amendment 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 April 1, 1963 .

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

and Exhibit 11,

IN WITNESS WHEREOF, the parties hereto have casused this Amendment

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

MIDDLE SOUTH SERVICES, INC.

_. A .

Title President

MIDDLE SOUTH UTILITIES, iINC.

By 'f:;;%?za?/ﬁ~c>g,/~ﬁa

Title President
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DESCRIPTION OF SERVICES \¥ICH MILL BE PROVIDED BY MIDDLE SOUTH Mé‘;
UNDER THIS AND SIMILAR SERVICE AGREEMENTS "~ Page 21 of 121

-

-

Q1) Consultation and advice on finsncial planning, sale of securities and
temporary cash investments, including assistance in connection with
the preparation, printing and filing of eppropriate documents with
regulatory asuvthorities, and provision of liaison with financtal community;

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

(3) Consultation and advice on employee benefit plans;

(4) Consultation and advice with respect to reguvlatory matters, particularly
those involving the Securities and Exchange Commissfon or the Fedcral
Energy Regulatory Commission, and provision of liaison and assistance 4n
processing matters with the staffé of such commissions;

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

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

(?) Operation of a coamunications and public relatfons department and placing
of Middle South System natfonal advertising;

(8) Tax services relating to preparation and f1ling of returns for federal
and etate 1ncome‘taxes and declaration 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 Agencics;

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

(10) Ceneral consultation on managewent, business problems and stratepic planning;
. {11) Consvltatfon on special accounting problems;
(12) Statistical serQices, such as study of comparative operating results,

and uvp-dating annually System statfstical data:

(13) Preparation of maps;

a7 1 -0001 -0004
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(14) Cenerasl asdvisory engineering services fncluding system plzadrég C;%to(s:tECBa.gle:
operstion, fuel supply and constructfon management; - Page 22 of 121

(15) Operstion of a System Operstions Center f;r the control of bulk power
supply and load dispatching within the System end with interconnected
systems;

(16) Plenning assistance and advice with respect to System sales of power
under the Interconnection agreements among the operating companies and
scting 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 Systen;

(18) Consultation and advisory services with respect to rate studies, rate
design, cost &tudies, lcad research, weather analysis, economic stulies,
forecasts of intra-system transactions, and corputer rate analysis

prograws; and .

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

EE21-0001-0008
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1. The costs.of xendering service by Services vill Include sll costs of doing
business {ncluding interest on debt but excluding a return for the use of

Services' Initial equity capiteal evounting to $20,000,

2, (8) Services will maintain a scpsrate record of the expenses of
each department. The expenses of each department will
include:

(1) those expenses that are directly sttributeble to
such departwent, &nd

(14) an appropriste portion of those offfice and house-
keeping expenses that sre not directly attributable
to a department but which sre necesssry to the
operation of such department.

(b) Expenses of the department will include salaries and wages o{
employees, including social securfty taxes, vacations, paid
sbsences, sickness, employee disabilfity expenses, and other
employee welfare expenses, rent and utilities, materials
and supplies, depreciation, end all other expenses sttribut-
able to the department,

{¢) The expenses of the department will not include:

(1) those Incrementsl out-of-pocket expenses that sre
{ncurred for the direct benefit and convenience of
s Client Company or a group of Client Cowpanies and
sre to be charged as such to such Client Cocpany or
group of Client Companfies; and
(11) Services' overhead expenses that are attributable to
maintaining the corporate existence of Services,
franchise and other general taxes, and all other
fncidental overhead expenses including those
avditing fees and accounting department expenses
attributedble to Services,
Z321-0001-0005
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(d) Services will estsdlish a“""fl budgets for controllgabéﬁgqgegiiigggz
expensce of each service department. Page 24 of 121
(a) Employees in each departwent vill be divided into two clssses:
A. Those employees rendering service to Client Compsnies (Class A),
and
B. those office and genersl service employeces, such as
secretaries, stenographers, telephone operators and
file clerks, who generally sssist employees in Class
A or vender other house-keeping services and who are
not engaged directly in rendering service to a Client
Ccempany or a8 group of Client Companies. 1n the event
that any such office or general service employees sre
assigned to functions that sre attributable to services
beding performed for Client Companies, such employees
shall be reclassified as Class A employees.,
(b) Expenseé set forth in Section 2 above will be separated to
show:
(1) salaries and wages of Class A employees, and
(41) all other expenses of the department.
(¢) Class A employees in each departwent will maintain a record
of the time they are eoployed 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 8 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 applfcable to such employee and othey direct
and allocated expenses. Other expenses of a department as defined in 2{(a)
{11) will be allocated 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 allocated among companies in the group in accordante with

the allocation formulae 1in Section 7 of this Exhibit.

5321 -0001-0007
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S. Those expences of Services that are not included in the §%e5n% C%‘;Fg:sz

departoent under Sectjon 2 sbove will be chayged to Client Coﬁﬁgﬁgﬁ of 121
receiving service as follows:
(a) 1Incremental out-of-pocket costs incurred for the direct
benefit and convenience of a Client Company or a8 group
of Client Cotpanies will be 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 Exhibit,
(b) The total expenses of Services referred to above in Section 2(c) (1)
will be allocated among the Client Companies in the same proportions

as the charges to Client Companfes under Secticn & are sllocated.

6. On the basis of the foregoing, wonthly bills will be rendered to Client
Company. Billing procedures and amounts will be open to audit by Client
Company and by any regulatory authority having jurisdfction i{n respect of

the Client Company.

7. {a) V¥hen services are rendered to a group of Client Companfes, the
following formulae vill be used to allocate the charges therefor

among Client Coopanies in such group:

Department /Activity Basis of Allocation
(1) Executive and Advisory Composite factor (Note 1)
{2) Finance a;d Accounting Composite factor (Note 1)
(3) VNuclear Number of nuclear units.
(4) Engineering, Systeam Capability responsibility ratio (Note 2)

Planning and Fuel Supply

(5) System Operations Capability responsibility ratio (Note 2)
Center

(6) Communications Composite factor (Note 1)

(7) Public Relations Composite factor (Note })

53721-0001-00013
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Department fAct{vity Basis of Allocation
{(8) Tax The sum of the total income and total

deductions as reported for Federal
Income Tax purposcs on the return

filed for the preceding calendar year,

{9) 1nsurance Insurance premfums 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) 1nternal Auditing Composite factor (Note 1)

(b) If the use of a8 basis of allocation would result in an {nequity
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 gervices involved and the formula used. Any such
change in allocation bases shall be wade only after firgt giving
to the Compission written notice of such preposed change not less
than 60 days prior to the proposed effectiveness of any such change.

Note 1: The composite factor i1s composed of four factors with equal weighting
to each. Those factors are kilowatt-hour sales, average customers,
number of employees and capability responsibility ratio.

Note 2: The capability responsibility of a cowpany is the System capability
multi{plied by the ratio obtained by dividing a company's peak load by
the System pesk load., The company®s peak load is the average of the
tvelve monthly highest clock hour demands in kilowatts of the Company's
interconnecteé.syatcn, o;curting each month coincident with the System

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

By . \/./zUM -

Wik

LEGAL

Title President/cao

MIDDLE SOUTH UTILITIES, INC.

Title Chairman/President
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Exhibit CEB-4F
METHODS OF ALLOCATING COSTS AMONG CLIENT COMPANIES RECEIVINQUERTIEE
THIS AND SIMILAR SERVICE AGREEMENTS WITH MSU SYSTEM SERVICES, xw‘a@_s\dcm

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' init{al 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) those expenses 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, employee disability expenses, and other
employee welfare expenses, rent and utilities, materials
and supplies, depreciation, and all other expenses attridbut-
able to the department.
(c) Departmental expenses will be categorized into one of two classes:
(i) those expenses which are directly attributable to specific
services rendered to a Client Company or group of Clieat
Companies (Departmental Direct Costs), and

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

Client Companies (Departmental Indirect Costs).
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Departmental Indirect costs will be classified as {ixfxhibit CEB-4F
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(Indirect Departmental Fixed Costs) or variasble (Indipage 29 of 121

Departmental Variable Costs)., Departmental Indirect Fixed

Costs {nclude all costs incurred by a department which are

necessary to operate the department but do not vary with the

level of services provided to other System Companies during a

fiscal year.

Departmental Indirect Fixed Costs include:

(1) Adoinistrative labor costs associated with office and
general service employees described in Section 3(a). This
would include not only the salaries and wages of these
esployees but also other related employment costs

" described in Section 2(b) above.
(2) Occupancy costs including rent and utilitfes,
(3) Depreciation,

(4) Other fixed costs attributable to a department,

Departmental Indirect Variable Costs are those costs incurred

by a department which are necessary to support services to

other Svsten Companies and cannot be practically assigned to

individual services provided to other System Coompanies but vary

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

would include materials and supplies, telephone usage, postage,

etc,

The indirect expenses of the department will not include:

(i) those incremental out-of-pocket expenses that are incurred for
the direct benefit and convenience of a Client Company or a
group of Client Companies and are to be directly charged to
such Cl{ent Company or group of Clfent Companies; and

(i1) Services' overhead expenses 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 departwent

expenses attributable to Services (Indirect Corporate Costs).

EGSITTC Cost Case
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Servi 111 establish annual budgets for ¢ umﬂfz'ﬂ'@ Gase
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of each service department and those expenses outlined above in

Sectfon 2(d) which are not department specific.
3, (a) Employees in each department will be divided into two classes:
A, Those employees rendering service to Client Companies {Class A).
"and .
B, those office and general service employees, such as
secretaries, stenographers, telephone operators and
file clerks, who generally assist employees in Class
A or render other house-keeping services and who are
not engaged directly in rendering service to a Client
Company or a group of Client Companies. In the event
that any such office or general service employees are
assigned to functions that are attributable to services
being perforzed for Client Companies, such employces
shall be reclassified as Class A employces.
(b) Expenses set forth in Section 2 above will be separated to
show:
(1) salaries and wages of Class A euployees, and
(ii) 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 Companies. The hourly rate
for each Class A employee will be determined each month.
4. The chargé to Client Ceapany 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., Indirect Departmental Variable Costs as defined in 2(c){if)
will be allocated fn proportion to the direct salaries and wages
charged, When services are rendered to a group of Client Cozpanies the
cost of such services will be allocated among companies in the group im

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

Indirect Depaitaental Fixed Costs will be allocated to client companies

on the basis set forth in Section 7 of this Exhibit.
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(a)

{b)

receiving service as follows:

B those expenses of Services that are not included in the expfhguilst @EB-4F

ost Case

department under Section 2 above will be charged to C?ingis g&gﬁ“ of 121

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,

Such costs incurred for

a2 group of Client Companfes will be allocated on the

basis set forth in Section 7 of this Exhibit.

The Indirect Corporate Costs of Services referred to above im

Section 2(d){1i) will be allocated among the Client Companies on

the basis set forth in Sectien 7 of this Exhibit,

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

N . Cenpany,

Billing procedures and anounts will be open to audit by Client

Company and by any regulatory authority having jurisdiction in respect of

the Client Company.

7. (a) When services are rendered to a group of Client Companies, the

(1)

(2)

)

S——

(4)

(5)

(6)

2]

following formulae will be used to allocate the charges therefor

among Client Companies in such group:

Department/Activity

Executive and Advisory
Finance and System
Accounting

Nuclear

Engineering, System
Planning and Fuel Supply

System Operations
Center

Communications

Public Relatfons

Basis of Allocation

Composite factor (Note 1)

Coopesite factor (Note 1)

Number of participating nuclear companies

Capability responsibility ratio {Note 2)

Capability responsibility ratio (Note 2)

Composite factor (Note 1)

Composite factor (Note 1)

EGSI TTC Cost Case
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(8) Tax The sum of the total {ncome and total

deduct{ons as reported for Federal
Income Tax purposes on the return

filed for the preceding calendar year,

(9) Insurance Insurance premiums 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) 1Internal Auditing Composite factor (Note 1)
(12) 1Indirect Corporate Costs Composite factor (Note 1)

(b) If the use of a basis of allocation would result in an inequity
because of a change in operations or organization of the 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.

Note 1: The composite factor is composed of four factors with equal weighting
to each., Those factors are kilowatt-hour sales, average customers,
nusber of employees and capability responsibility ratio.

Note 2: The capability responsibility of a company is the System capability
multiplied by the ratfo obtained by dividing a company's peak load by
the System peak load. The company's peak load is the average of the
twelve wonthly 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,
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Amendment
Dated January 1, 1991
To

Service Adreement

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 y 1991 .

ENTERGY SERVICES., INC.

By N W‘KZQM‘/

xecutiv ice President-
Titlé_ _Finance al/d External Affaira _

ENTE@O ION
-’ —

Title Chairman of the Board & President
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METHODS OF ALLOCATING COSTS AMONG CLIENT COMPANIES RECEIVING
SERVICE_UNDER_THIS AND SIMILAR SERVICE AGREEMENTS W
_ENTERGY SERVICES, INC.(SERVICES)

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 amountine to $20,000.

2. (a) Services will maintain a separate record of the
expenses of each department. The expenses of each
department will include:

{i) those expenses that are directlv 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
necessarv to the overation of such department.
{b) Expenses of the department will include salaries and
wages of emplovees, including social security taxes,
vacations, paid absences, sickness. emplovee disability
exrenses, and other emplovee welfare expenses. rent and
utilities, materials and supplies, depreciation, and
all other exvenses attributable to the department.
{c) Departmental expense will se categorized into one of
two classes:
{i) those expenses which are directlv attributable to
specific services rendered to a Client Company
or group of Client Companies (Derartmental Direct
Costsl, and
(ii) those expenses which are attributable to the
overall operation of the department and not to
a specific service provided to Client Companies

{Departmental Indirect Costs).

EGSITTC Cost Case T 3A-544 2644




(d)

.Exhibjt CER-4F,
208 T Chat B
Page 35 of 121

Departmental Indirect costs will be classified as fixed
{Indirect Departmental Fixed Costs) or variable
{Indirect Departmental Variable Costs). Departmental
Indirect Fixed Costs include all costs incurred by a
department which are necessary to operate the
department but do not vary with the level of services
provided to other Svstem Companies during a fiscal
vear.

Departmental Indirect Fixed Costs include:

(1) Administrative labor costs associated with office
and general service emnlovees described in Section
3({a)., This would include not onlv the salaries
and wages of these employees but also other
related em#lorment costs described in Section
2(b) above.

{2) Occupancy costs includine rent and utilities.

{3} Depreciation.

(4) Other fixed costs attributable to a derartment.

Departmental Indirect Variable costs are those costs

incurred by a devartment vhich are necessarv to support

services to other System companies and cannot be
practically assidned to individual services provided to
other System companies but vary with the level of these
services during a fiscal vear. This would include
materials and supplies., telephone usage, postage, etc.

The indirect expenses of the department will not

include:

(i} those incremental out-of-pocket expenses that are
incurred for the direct benefit and convenience
of a Client Company or a group of Client
Companies, or arising in any manner from specific
services rendered to a Client Company or a group
of Client Companies, and are to be directly
charged to such Client Company or group of Client

Companies: and
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tii) Services' overhead expenses that are
attributable to maintainine 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).

Services will establish annual budgets for controlling

the expenses of each service department and those

expenses outlined above in Section 2{d) which are not

department specific.

Emplovees in each devartment will be divided into two

classes:

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

B. Those office and general service emplovees, such
as secretaries, stenodraphers., telephone operators
and file clerks, who gZenerally assist emplovees 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 emplovees are assigned to
functions that are attributable to services being
performed for Client Companies, such employvees
shall be reclassified as Class A emplovees.

Expenses set forth in Section 2 above will be separated

to show:

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

(ii) 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 tn each Client Company or #roup of Client

Companies. The hourly rate for each Class A employee

will be determined each month.

|
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4. The chare¢e to Client Companv or a froup of Client Companies
for a particular service will be the sum of the figures
derived by multiplving the hours reported by each Class A
emplovee in rendering such service by the hourly rate
applicable to such emplovee and other direct allocated
expenses. Indirect Departmental Variable Costs as defined
in 2lc)(ii) will be allocated in proportion to the direct
salaries and watges charged. When services are rendered to

a group of Client Companies the cost of such services will

be allocated among companies in the dgroup in accordance

with the allocation formulae in Section 7 of this Exhibijt.

Indirect Departmental Fixed Costs will be allocated to
Client Companies on the basis set forth in Section 7 of
this Exhibit.

5. Those expenses of Services that are not included in the
expvense 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 droup
of Client Companies, or arising in any manner from
specific services rendered to a Client Company or a
group of Client Companies, will be charged 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 forewoin#, monthly bills will be
rendered to Client Company. Billing procedures and amounts

will be open to audit by Client Company and by anv
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jurisdiction in respect of the

{a) When services are rendered tc a droup of Client

Companies. the following formulae will be used to

allocate the charges therefor among Client Companies

in such group:

Department/Activity

Executive and Advisory

Finance & Svstem
Accounting

Nuclear
Eneineering, Systenm
Planning and Fuel Supply

Syvstem Operations
Center

Communications
Public Relations

Tax

Insurance

Computer Center

Internal Auditing

Indirect Departmental
Fixed Costs and
Indirect Corporate
Costs

Basis of Allocation

Composite factor (Note 1)

Composite factor (Note 1)

Number of participating
nuclear companies

Capability responsibility
ratio (Note 2)

Capability responsibility
ratio {Note 2)

Composite factor (Note 1)}
Composite factoer (Note 1)

The sum of the total income
and total deductions as
reported for Federal Income
Tax purposes on the return
filed for the preceding
calendar vear.

Insurance premiums for the
preceding calendar vear.

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

Composite factor (Note 1)

Allocated among Client
Companies in the same
proportion as the charges
to the Client Companies
excluding Indirect
Departmental Fixed Costs
and Indirect Corporate
Costs.,
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