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METHODS OF ALLOCATING COSTS A130NG CLIENT COMPANIES RECEIVING 
SERVICE UNDER THIS AND S I M I L A R  SERVICE AGREEMENTS WITH ENTERGY 
SERVICES, INC. (SERVICES) 

1. The costs of rendering service by Services will include all 

c o s t s  of doing business including interest on debt but excluding 

a return for the use of  Services' initial equity capital 

amounting to $ 2 0 , 0 0 0 .  

2. (a) Services will raintain a separate record of t h e  

expenses of each departrent. 

will include: 

( i )  

such departnent, and 

( i i )  an appropriate portion of those office and 

housekeeping expenses  that are not directly 

attributable to ;1 d e p a r t n e n t  but which are necessary 

to t h e  operation of s u c h  department. 

The expenses of e a c h  department 

those  expenses that are directly a t t r i b u t a b l e  to 

(b) Expenses of the departnent will include salaries and 

b'sges of employees, including social security taxes, VaCatiOnG, 

paid absences, sickness, enployee disability expenses, and other 

employee welfare expenses, rent and utilities, materials and 

supplies, depreciation, and a l l  other expenses attributable to 

t h e  department. 

( C )  Departmental expenses will be categorized into One Of 

two classes: 
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(i) 

specific services rendered to a Client Company or 

group of C3 ient Companies (Departmental Direct Costs), 

and 

(ii) those expenses which are attributable to t h e  

overall operation of the departnent and not to a 

specific service provided to Client companies 

(Departmental Indirect Costs). Departnental Indirect 

costs will be c1sssific.d as  fixed (Indirect 

Departmental Fixed Ccsts)  or variable (Indirect 

Departmental \',iriable C o s t s ) .  Departsental Indirect 

Fixed Costs include all costs  incurred by a department 

which are necessary to operate the department but do 

not vary w i t h  the level of services provided to other 

System Corpanies during a fiscal year. 

those expenses tGhich are directly attributable to 

. 

Departnental Indirect Fixed Costs include: 

(1) Administrative labor costs associated with office 

and general service employees described in Section 

3 ( a ) .  This would i n c l u d e  not only the salaries and 

wages of those employees but also other related 

employment c o s t s  described in Section 2(b) above. 

( 2 )  

( 3 )  Depreciation. 

( 4 )  

Occupancy costs including rent and utilities. 

Other fixed costs attributable t o  a departneM. 

3A-650 2750 
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Departmental Indirect Variable Costs are those costs 

incurred by a department which a r e  necessary to 

support services to other System Companies and canrat 

be practically assigned to individual services 

provided to other System Companies but vary with the 

level of these services during a fiscal year .  This 

would include materials and supplies, telephone usa;e, 

postage, etc. 

(d) The indirect expenses of the departnent will not 

include: 

(i) those incremental out-of-pocket expenses t h a t  are 

incurred for the direct benefit and convenience of a 

Client CoEpany or a group of client Companies and are 

to be directly charged to such Client Company 01: group 

of Client Companies; and 

(ii) 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 department expenses 

attributable to Services (Indirect Corporate Costs). 

(e) Services will establish annual budgets for controlling 

the expenses of each service department and those  

expenses outlined above in Section 2(d )  which are  mt. 

department specific. 
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Employees in each departKent will be divided into two 

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, b:ho generally assist employees in Class A 

or render other hcuse-keeping services and who are not 

engaged directly in rendering service to a Client 

Company or a grcup of Client Corpanies. In t h e  event 

that any such office or general service employees are  

assigned to functions that are attributable to 

services being perforred f o r  Client Conpanies, such 

employees shall be reclassified as Class A employees. 

Expenses set forth in Section 2 above w i l l  be 

separated to shot.!: 

(i) salaries and \:ages of Class A employees, and 

(ii) Class A enployees of the departsent. 

Class A employees in each department will naintain a 

record of the tine they are employed in rendering 

service to each Client Conpany or group of Client 

Companies. The hourly rate f o r  each C l a s s  A employee 

w i l l  be determined each month. 

charge to Client Conpany or a group of Client ccjmpanies 

for a particular service v j11  be the sum of the figures derived 

EGS1 'M'C Cost Case 314-652 2752 
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by multiplying the hours reported by each Class A employee in 

rendering such service by the hourly rate applicable tQ such 

I employee and other direct allocated expenses. Indirect 

Departmental Variable costs as defined in Z ( c ) ( i i )  will be 

allocated in proportion to the direct salaries and wages 

charged. 

Companies the cost of such services will be allocated among 

companies in the group il l  accordance with the allocation 

formulae in Section 7 of t h i s  Exhibit. 

Indirect Departcental Fixed Costs will be allocated to client 

companies on the basis set forth in Section 7 of this Exhibit. 

5. 

expense of a department under Section 2 above will be charged to 

Client Conpanies receiving service as follows: 

Khen services are rendered to a group of Client 

Those exFenses of Services that are not included in the 

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

direct benefit and convenience of a Client Company or 

a group of Client Conpanies will be charged directly 

to such company or group of companies. 

incurred for a group of Client Companies will be 

allocated on the basis set forth in Section 7 of this 

Exhibit. 

The Indirect Corpc,rate Costs of Services referred to 

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

Client Companies on t h e  basis set forth in Section 7 

of this Exhibit. 

Such costs 

(b) 

EGSI TTC Cost Case 3A-653 2753 
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6 .  On t h e  basis of the foregoing; monthly bills will be 

rendered to Client Corilpany. Billing procedures and amounts will 

be open to audit by Client Conpany and by any regulatory 

authority having jurisdiction i n  respect of the Client Company. 

7 .  ( a )  Khen services are rendered to a group of Client 

Companies, the fo l lowing  formulae will be used to 

allocate the charges therefor among Client Companies 

in such group: 

Departr,ent/Activity 

(1) Executive and Advisory 

(2) Finance and System 
Accounting 

( 3 )  Nuclear 

( 4 )  Engineering, System 
Planning and F u e l  Supply 

( 5 )  System Operation Center 

( 6 )  Communications 

(7) Public Relations 

Departnent/Activity 

( 8 )  Tax 

Basis Allocation 

Composite factor (Note 1) 

Composite factor (Note 1) 

Nunber of participating 
nuclear companies 

Capability responsibility 
ratio (Note 2 )  

Capability responsibility 
ratio (Note 2 )  

Composite factor (Note 1) 

Composite factor (Note 1) 

Basis of Allocation 

The sum of t h e  t o t a l  income 

and total deductions as 

reported for Federal Income 

Tax purposes on the return 

filed for the preceding 

ca 1 endar year. 

EGSI TTC Cost Case I 319-654 2754 
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Insurance premiums for t h e  

preceding calendar year .  

Various bases, depending upon 

the nature of the services 

rendered, as agreed upon by 

the Client Companies. 

composite factor (Note 1) 

(12) Indirect Corporate Ccsts Conposite factor (Note 1) 

(b) If the use 6f a basis of allocation would result in an 

inequity because of a change in operations or 

orqaniration of the Client Conpanles, then Services may 

adjust the basis to effect an equitable distribution 

based upon a functional relationship between t h e  services 

involved and the fornula used. Any such change in 

allocation bases s h a l l  be made only after f i r s t  giving t c  

the Commission written notice of such proposed change n o t  

less than GO days prior to t h e  proposed effectiveness of 

any such change. 

Note 1: The composite factor is composed'of €our 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 company is the 

System capability nultiplied by the ratio obtained by 

dividing a conpanyts peak l oad  by the System peak load. 
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The company's peak load 5s t h e  average of t h e  twelve 

monthly h i g h e s t  clock h o u r  demands in kilowatts of t h e  

Company's interconnected system, occurring each month 

coincident with t h e  System peak l o a d ,  during t h e  twelve 

month period ending with the current  month. 

. 
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Amendment 
Dated J a n u a r y  1 ,  1991 

To 

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

T h e  p a r t i e s  h e r e t o  d o  hereby s t i p u l a t e  a n d  ag ree  t h a t  t h e  

SERVICE AGREEMEST e n t e r e d  i n t o  bv and between t hem under d a t e  of 

J u n e  6 ,  1 9 9 0 ,  b e  a n d  t h e  same h e r e b v  is amended by s u b s t i t u t i n g  for 

t h e  form o f  E x h i b i t  I 1  t o  the S e r v i c e  A g r e e m e n t ,  t h e  a t t a c h e d  

r e v i s e d  f o r m  of E x h i b i t  I X .  T h e  e f f e c t i v e  d a t e  o f  t h i s  Amendment 

is January 1 ,  1 9 9 1 .  

IN KITNESS LHEREOF, t h e  P a r t i e s  h e r e t o  h a v e  c a u s e d  t h i s  

Amendment t o  b e  e x e c u t e d  t h i s  _ _  . _  28th ---- -- d a v  o f  

January _-._--____ _ -  8 1 9  21- 
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1. The c o s t s  o f  r e n d e r i n g  s e r v i c e  bv  S e r v i c e s  v i 1 1  i n c l u d e  a l l  

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

e y c l u d i n a  a r e t u r n  f o r  t h e  use o f  S e r v i c e s ’  i n i t l a l  e q u i t v  

cap i t a  1 amount i n s  t o  S20 .000 .  

2 .  ( a l  S e r v i c e s  v i 1 1  m a i n t a i n  8 s e p a r a t e  r e c o r d  o f  t h e  

e x p e n s e s  o f  e a c h  d e p a r t m e n t .  The e x p e n s e s  of  e a c h  

d e p a r t m e n t  v i 1 1  i n c l u d e :  

f i )  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 v  a t t r i b u t n b l e  to 

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

I i i )  a n  n o n r o p r i a t e  p o r t i o n  o f  those o f f i c e  and house- 

keeolncl e x p e n s e s  t h a t  a r e  n o t  d i r e c t l v  

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 v  to l h e  o v e r a t i o n  of such  d e p a r t m e n t .  

I b l  Expenses  o f  t h e  d e p a r t m e n t  w i l l  i n c l u d e  s a l a r i e s  and 

waoes  o f  emDlovees.  i n c l u d l 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 ,  emplovee d l s a b i l i t v  

e x v e n s e s ,  and o t h e r  emplovee  w e l f a r e  e x p e n s e s .  r e n t  and 

u t i 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  t o  t h e  d e p 8 r t o e n t .  

I C )  O e p a r t m e n t a l  e x p e n s e  w i l l  be c a t e a o r i e e d  i n t o  one of 

two c l a s s e s :  

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

s o e c i f i c  s c r v i c e t  r e n d e r e d  to a C l i e n t  ComDsnv 

o r  g r o u p  o f  C l i e n t  Comvanies  ( b e o a r t m e n t a l  Direct 

C o s t s ) ,  end 

( i l l  t h o s e  e x p e n s e s  which a r c  a t t r l 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 e n t  and n o t  t o  

a s p e c i f i c  service p r o v i d e d  to C l i e n t  Companies 

fDepar tmenta1  I n d i r e c t  C o s t s ) .  

EGSI TTC Cost Case 3A-658 2758 



D e p a r t m e n t r l  T n d i r e c t  c o s t s  w i l l  be c l a s s i f i e d  8s f i x e d  

I I n d i r e c t  D e o a r t n e n t a l  F i x e d  C o s t s )  or variable 

( I n d i r e c t  D e p a r t m e n t a l  V a r i a b i e  C o s t s ) .  Gcpar tmcnta l  

I n d i r e c t  F i x e d  C o s t s  i n c l u d e  a l l  cos t s  i n c u r r e d  bv  a 

d e p a r t m e n t  which are n e c e s s a r y  t o  o p e r a t e  t h e  

d e p a r t m e n t  b v t  do not  vary w i t h  t h e  l e v e l  o f  s e r v i c e s  

o r o v i d e d  t o  o t h e r  Svstem Comvanics d u r i n r  a f i s c a l  

y e a r .  

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

I 1  I A d m i n i s t r a t i v e  labor c o s t s  a s s o c i a t e d  u i t h  o f f i c c  

and  r renera l  s e r v i c e  e m u l o r e c s  d e s c r i b e d  i n  S e c t i o n  

3 ( a l .  T h i s  would i n c l u d e  n o t  o n l v  t h e  c a l a r i e s  

and wr'aes of these emDlosees b u t  a l s o  o t h e r  

r e l a t e d  emolo\*mcnt c o s t s  d e s c r i b e d  i n  S e c t i o n  

2 1 b )  above. 

( 2 )  Occupancv  c o s t s  i n c l u d i n r t  r e n t  and u t i l i t i e s .  

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

t 4 I  O t h e r  f i x e d  c o a t s  a t t r i b u t a b l e  t o  a d e o a r t m c n t .  

DeDar tmenta l  I n d i r e c t  \ ' a r i a b l e  cos t s  a r e  t h o s e  c o s t s  

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

services t o  o t h e r  System c o m ~ a n i e s  a n d  c a n n o t  be 

prrctlcallv a s s i g n e d  t o  i n d i v i d u a l  s e r v i c e s  o r o v i d r d  t o  

o t h e r  S v s t e m  comvanies  b u t  varv w i t h  t h e  l r v e l  of t h e s e  

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

m a t e r i a l s  and s u o o l i c s ,  t e l e o h o n e  u s a u e .  postere. e t c .  

I d )  The i n d i r e c t  e x p e n s e s  of t h e  d e v a r t m e n t  w i l l  n o t  

i n c  udc: 

I i t t h o s e  i n c r e m e n t a l  o u t - o f - p o c k e t  e x D e n s e s  t h a t  are 

I n c u r r e d  (or t h e  d l r e c t  b e n e f i t  and  c o n v e n i e n c e  

of a C l i e n t  Company o r  a a r o u p  o f  C l i e n t  

Companies ,  or a r i s i n g  in a n y  manner f rom s p e c l l t c  

s e r v i c e s  r e n d e r e d  to  a C l i e n t  Companv o r  a g r o w  

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

c h a r g e d  to  s u c h  Client Company or qrouo o€ C l i e n t  

Companies:  and 

c 
rer 
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1 i i I S e r v i c e s ’  o v e r h e a d  e x p e n s e s  t h s t  a r e  

a t t r i b u t a b i e  t o  m a i n t a i n i n e  t h e  c o r p o r s t e  

e x i s t e n c e  o f  S e r v i c e s .  f r a n c h i s e  and o t h e r  

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

overhead e s p e n s e a  i n c l u d i n q  t h o s e  a u d i t i n e  fees  

and account  i n @  d e p a r t m e n t  e x p e n s e s  a t t r i b u t a b l e  

t o  S e r v i c e s  ( I n d i r e c t  C o r p o r a t e  C o s t s ) .  

I e )  S e r v i c e s  w i l l  e s t a b l i s h  a n n u a l  b u d q c t s  for c o n t r o l l i n g  

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

e x p e n s e s  o u t l i n e d  a b o v e  i n  S e c t i o n  2 f d l  which are n o t  

de pa r t men t s pee i f i e ,  

3. ( a )  Employees i n  each  d e n a r t m e n t  s i l l  be  d i v i d e d  i n t o  two 

c 1 nsses  : 

A .  Those einplovees r e n d e r i n e  s e r v i c e  t o  C l i e n t  

Companies (Class A ) .  and 

8 .  Those o f f i c e  and  G e n e r a l  s e r v i c e  emplovees .  s u c h  

a s  s e c r e t a r i e s .  s t e n o e r a p h e r s .  t e l e p h o n e  o p e r a t o r s  

and f i l e  c l e r k s .  ciho r e n e r a l l v  a s s i s t  employees  i n  

C l a s s  r\ o r  r e n d e r  o t h e r  h o u s e - k e e p i n g  services s n d  

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

t o  a C l i e n t  Companv o r  a g r o u p  o f  C l i e n t  

Companies .  I n  t h e  e v e n t  t h a t  any s u c h  o f f i c e  or 

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

f u n c t i o n s  t h s t  a r c  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  

per formrd  fo r  C l i e n t  Companies .  s u c h  emDloveer 

s h a l l  be r e c l a s s i f i e d  8 s  C l a s s  A emvloveer .  

I b l  Expenses  s e t  f o r t h  i n  S e c t i o n  2 above  w i l l  be s e p a r a t e d  

t o  show: 

( i l  s a l a r i e s  and u a q e s  of C l a s s  A employees ,  and 

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

( c l  C l a s s  A employees i n  e a c h  d e p a r t m e n t  w i l l  m a i n t s i n  a 

r e c o r d  of t h e  time t h e y  are employed i n  t e n d e r i n g  

s e r v i c e  to  t a c h  C l l e n t  Companv or q r o u p  of C l i e n t  

Cornpanlee. The h o u r l y  rate ?or e a c h  Class A employee 

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

EGSI TTC Cost Case 3A-660 2760 
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1.  The charge to Client Companv or a group Of Client Companies 

for a particular service sill be the SUA of the figures 

derived bv multiplvina t h e  hours reported bv each Class A 

emplovee in rendcrinc such service by the hourlv rate 

applicable to such emDlovee and other direct allocated 

expenses. Indirect Departmental Variable Costs as defined 

in Zlc)(ii) will be allocated in proportion to the direct 

salaries and wages charged. When services are rendered to 

a @roup of Client Companies the cost of such services will 

be allocated amonc companies in the group in accordance 

uith the allocation formulae in Section 7 of this Exhibit. 

0 

rndircct Departmental Fixed Costs will be allocated to 

Client Companies on the basis set forth in Section 7 of 

this Exhibit. 

5. Those expenses o f  Services that are not included In the 

exoense of a department under Section 2 sbove wlll be 

charqed to Client Companies rcceivinc service as follows: 

(a1 Incremental out-or-pocket costs incurred for the dirrct 

benefit and convenience of a Client Comoanv or a (IrouD 

of Client Comoanies. or arisincr in anv manner from 

specific services rendered to a Client Cornpanv or n 

qroup of Cllent ComDnnles, will be charred dlrectlv to 

such compnnv or croup o f  companies. Such costs 

incurred for a uroup of Client companies will be 

allocated on the basis set  for th  in Section 7 of thia 

Exhiblt. 

(b) The Indirect Corporate Costa of Services relerred to 

above in Section P(dl(1il uill be allocated among the 

Client Companies on the basis set Zorth in Section I 

o f  this Exhibit 

6. On the basis o t  the foregoin#. monthly bllls will be 

rendered to Client Company. Bilfinq procedures and amounts 

will be open to audit by Cllent Cornpanv and bv any . 

- - - _--- u__ 
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re~ulatorv authoritv havine iurisdiction in resoect of the 

Client Companv. 

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

ComDanics, the follow in^ formulae will be used to 

allocate the charges therefor amonu Client Comoanies 

in such group: 

I 1  

2 1  

3 )  

4 )  

5 )  

6 )  

7 )  

8 1  

Esecut ive and Adsi s o w  

Finance & Svstem 
Accountins 

Nitc lear 

Engineering, System 
Planning and Fuel Supplv 

System Operations 
Center 

Commun icat i ons 

Pub1 ic Relat ions 

Tax 

9 1 Tnsurance 

10)  Computer Center 

1 1  1 Internal Auditing 

1 2 )  Indirect Departmental 
Fixed Costs and 
Indirect Corporate 
Costs 

Composite factor [Note 1 )  

Composite factor (Note 1 )  

h'umber of oarticinntine 
nuclear compnnies 

Capnbilitv responaibilltv 
ratio ( X o t e  2 )  

Capability resDonaibilito 
ratio (Note 21 

Composite factor  fNote 1 )  

Composite factor lNote 1 )  

The sum of the total income 
and total deductions aa 
reported for  Federal Income 
Tax purposea on the return 
filed for the precedinr 
calendar year. 

Insurance premiums Cor the 
preceding calendar year. 

Various bnscr .  dependin# upon 
the nature of the services 
rendered. aa agreed upon by 
the Client Companies. 

Composite factor (Note 11 

Allocated emone Client 
Companiea in the same 
proportion as the charees 
to the Client Cornpanlee 
excludinu Indirect 
Departmental Fixed Coats 
and Indirect Corporate 
costs. 

c -  -.  .J "- 
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( b )  I f  the use of a bnsis of allocation would result in an 

inequity because of a chanee in operations or 

then Services orqanieation of the Client Companies. 

may adjust the basis to effect an equ 

distribution based upon a functional 

between the services involved and the 

table 

elationship 

formula used. 

Any such chance in allocation bases shall be made onlv 

efter first givinu to the Commission uritten notice of  

such proposed change not less than 60 davs prior to 

the proposed effectiveness of anv such change. 

Note 1 :  The corposlte factor is composed of four factors with 

equal ueichting to each. Those factors are kilouatt- 

hour sales. averace customers. number ol emplo\*ccs 

8nd CApabilitV responsibflitr r a t l o .  

Note 2: The capabilitv responsibility of a company f a  the 

Srstem capabilitv multiplied by the ratlo obtained bv 

dividing a company's peak load by the Svstem peak 

load. The tompanv's peak load i s  the average o f  the 

t w e l v e  monthlv hiahest clock hour demands in kilowatts 

of the Companv's interconnected svstem. ~ c u r r i n e  each 

month coincident with the Svstem peak load. durinu the 

twelve month per iod  ending with current month. 

_.. .- P 
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EXHIBIT A 

Amendment 

To 

Service Agreement 

The parties hereto do hereby stipulate and agree that the 

SERVICE AGREEMENT entered into by and between them under date 

of June 6 ,  1990, and as heretofore amended 

on &&nuam 28, 1991, be and the same hereby is further 

amended by substituting for Exhibit I1 to the SERVICB 

AGREEMENT, the attached revised Exhibit If. The effective 

date of this amendment is January 1, 1992.  

IN WITNESS WHEREOF, the parties hereto have caused thia 

Amendment to be executed t h i s  day of &&L 1992. 

ENTERGY,,SERVICES, INC. 

EntergyCPoe rat ions, Xnc 

EGSI TTC Cost Case 
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!: 

1. 

2 .  

EXHIBIT XI, Fag 1 t 

(January 1, 1992) 

Tho cortr of rendering r e w i c o  by Semicar will include a11 

cost8 of doing burinorr lncludlng intorrrt on dobt but 

oxcludlng a roturn for the uae or Servlce~* lnltlal oquity 

capital amounting to $20,000. 

servlcor vi11 maintain a reparrtr rocord o f  the 

expenoes o l  each department. 

department will Include: 

(i) 

The expensor of each 

thoso oxpensas that aro directly attributable to 

ouch departront, and 

an approprlato portion of thoro office and houso- 

keeping expense. that aro not directly 

attrlbutablo to a department but vhlch are 

necessary to the operation of ruch department. 

Expense. ol tho department w l l l  include ralarion and 

vages of employees, lncludlnq roclal rocurity taxi,, 

vacation., paid abroncer, SiCknO88, rrp1oyeo dlrabllity 

orponros, and othor amployro velraro owgonsos, ront and 

utilitlra, material8 and auppller, daproclatlon, and ail 

othor rxpeneor attributable to tho dopartnent. 

Departmental owpanre8 vi11 be categorized i n t o  on. ot  

(i i)  

t W 0  ClaSS081 

( I )  those oxpensa8 vhlch are directly attributablo to 

sp~clric rervice. rendored to a Cliont Company or 

group oi Cllent Companies (Qcpartmental biroct 

Coats),  and 

t k s e  e.qrnsar which e10 attrlbutablo to tke 

overall oporatlon o l  the department snd not to a 

speciflc servlco provided to Client Companler 

(Departmental Indirect Costs). 

(l i)  

. . ... . .. . . .  , . .  . . . .  . , . . _ .  . .  . .  . ....... '.'......,. .... .......... * ... . .  I .  . _ . .  . . .. .. .. 
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Departmental Ind 

(1) Adainirtrat 

and general 

3 ( a ) .  Thi8 

EXHIBlT XI, Page 2 
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rect Costs include: 

ve labor costs associated with oCfSca 

ratvice employee8 described in Section 

would include not only the ralaricr and 

vager of there employee8 but a180 other relatrd 

employment coatr dcscrlhd ln Section Z(b) above. 

Occupancy costs including rent and utilftfer. ( 1 )  

(3) Depreciation. 

( 5 )  Materiala and supplies, telephone use, postage, 

etc. 

other costa attributable to a departrent. ( 5 )  

The indirect expenses of the department will not 

include: 

(1) 

( d )  

those incremental out-of-pocket expenses that are 

incurred for the direct benefit and convenience ol 

a client Company or a group o t  client Companies 

and are to k directly charged to such Cliant 

Company or group of Client companiea; and 

Servlee8' overhead expensea that ere attributable 

to maintaining the corporate oxistenco of 

Services, tranchire and other general taxes, and 

all other Incidental overhead exponsea including 

those auditing f e e s  and accounting department 

expense8 attributable to Service. (fndi rect 

(11) 

Corporate Costs). 

(e) ~ervicar will e8tablish annual budgotm for controlling 

the expenses o t  each rervice department and those 

erper.ser outlinr4 above in Sectlon 2(d) vhich are not 

department specific. 

. . . . . . . . .  . . . . . . . . . . . . . .  ................. . . . . . . . . . . .  . . .  ....... . . - %  . . a . :  ...- * ............, ,... 
*,.- ' . ' F  ..... ... .......*.. *........ . . .  . .  

1 C _ .  rr, 
Y - ..- 
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Employees In each department Will ba divided in to  two 

classes: 

A. 

3 .  (a) 

Thoso employees rendering service to Client 

Companies (Clars A ) ,  and 

mose office and goneral setvica orployees, uuch as 

secretaries, etanographors, te1ephone oporators and 

f i l e  clerks, who generally assist employees in 

class A or tendrr othor house-keeping 8OrViCeS and 

who are not engaged directly I n  rendering service 

to a client cocpany or a group ot client Companies. 

In the event that  any such offlco or genaral 

service er+loyees ~ r o  assigned to functions that 

are attributable to services being perfornred fat 

client Conpanies, ruch employees shall be 

reclassiCied as Class A esployees. 

8 .  

(b) Expenses set forth in Section 2 abovo vi11 bo separated 

to rhovr 

( i )  salaries and wages of Clars A employeor, and , 

( i i )  

Class A employees in tach department vi11 rarintrin a 

record of tho tima they are orp~oyod in rendoring 

service to each Client Company or group of Client 

Companie8. 

will be deteralncd oach month. 

Tha charge to Client Company or a group o f  Client 

Companies lor a particular SaKViC8 Vi11 b. tho sum of 

tho figuses derivmd by multiplying the hours reported by 

hach Clasm A employer in rendering ruch 8;crNicr by tl18 

hourly rate appllcablo to 8UCh empfoyeo and other direct 

allocated expenses. 

Departmental Indirect Costr a8 defined in Section 

z(c)(li) vi11 be allocated in proportion to t h e  direct 

salaries and vages charged. 

all other expensos of the departront. 

(c) 

The hourly rate for each CIA88 A caployea 

4.  (a) 

(b) 

.- . '.. ..-.''-*-..-.-... -....*-*-. .-."-...~.r-. y.,...... , .-... ..- .*.. e - 7 . C  ,SI....,. :.-. .... ;. , ....-. ..l..-,.-"...r). .... ,., ...-.v.. c ....., I... ...... . .,.-... .._. . . 1 .. ....- 
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S .  

6 .  

7 .  

December 19, 1991 

Page 36 of 120 
Those expenses of Services that ara not included in the 

expensa of a department undar Section 2 above w i l l  be charged 

to Client Companies recelvlng service a8 tol1ovr: 

Incremental out-of-pocket Cost8 incurred for the dlrect 

benefit and convenience of a Client Company or group 

of Client Companies will k charged directly to such 

company or group of companles. 

The Indirect Corporate Costs of Services referred to 

above in Section 2(d)(ll) vlll be allocated among the  

Client Companies in the same proportion as the Charge8 

to the Client Companies, excluding fndirsct Corporate 

costs. 

If the method of allocation o l  Departmental Indirect 

Cost8 (Section 4(b)), or Indirect Corporato Coat# 

(Section S(b)), vould result in an inequity because of a 

change in operations or mqanization or tho Client 

Companirs, then Services u y  adjust the ba8h  to offect 

an equitable di8tribution. 

rllocatlon ahall be made only .iter first giving to the  

Cormaisaion written notico o l  ruch proposed change not 

l ess  than 60 days prior to the proposed effectiveness oC 

any such change. 

Any 8uch change in 

On the b a s i s  of t h e  foregoing, wonthly bills vi11 be rendcrtd 

to clisnt Corrprnies. 

open to audit by Client Company and by any regulatory 

authority having jurirdlction i n  respect ot  tha Client 

company. 

when esrvicss are rendered to a group of client Companies, 

costs of such service shall b. allocated equitably among the 

Companfes based on the nature and rcope of the 8srvica 

rendered sccordlng to the formulae outlined in Exhibit 11, 

Supplement. 

Billing procedures and amounts will k 

................................................ .... ......... .................................... 
. .  . I .  , .  . .  

. . - . C Y l i r . f . . $  ” -* 
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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 June 6, 1990, 

and as heretofore amended on January 28, 1991, and January 1, 1992 be and 

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

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

Exhibit II. This amendment is made and entered into as January 1 , 1996. 

\ 

BY 

I 

EGSI TTC Cost Case 

. 
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GROUPS OF CLIENT COMPANIES 

Exhibit II, Supplement 

Note: Each allocation formula will be based on data relevant 40 participating 
Client Companies to whom the services are provided and the department 
providing the service. 

ENERGY SALES 

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

Used primarily for the allocation of costs associated with the support of 
marketing programs. 

CUSTOMERS 

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

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

EMPLOYEES 

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

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

RESPONSIBILITY RATIO 

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

Used primarily for the allocation of costs incurred in least cast planning, fossil 
plant support, and integrated planning. 
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COMPOSITE - ELECTRWGAS: AP&L, GSU, LP&L, MP&L, NOPSI, EOI, EBpe 39 of 120 
€PI, WITH 10% TO ETR AND 1% TO SFI 

Based on four components with equal weighting to each: kilowatt-hour energy 
sales; average customers; number of employees; and responsibility ratio, with 
10% to ETR and 1% to SFI 

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

COMPOSITE - TRANSMISSION, DISTRIBUTION/CUSTOMER SERVICE 

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

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

TRANSMISSION LINE MILES 

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

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

- SUBSTATIONS 

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

Used primarily for the allocation of related engineering and technical support for 
transmission and distribution substation operations and maintenance as well as 
for engineering and project management associated with substation 
construction. 
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Based on two components: Transmission Line Miles (30% weighting) and the 
Number of High Voltage Substations (70% weighting). 

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

GAS CONSUMPTION 

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

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

TAX INCOME AND DEDUCTION RATIO 

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

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

LEVEL OF ESI SERVICE 

Based on E51 total billings to each System company, exciuding corporate 
overhead. 

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

SYSTEM CAPACITY - NON-NUCLEAR 

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

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

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

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

LABOR DOLLARS BILLED 

Based on total labor dollars billed to each company. 

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

DISTRIBUTION LINE MILES 

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

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

COAL CONSUMPTION 

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

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

ACCOUNTS PAYABLE TRANSACTIONS 

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

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

Service Agreement 

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

AGREEMENT entered into by and between them under date of June 6. 1990, 

and as heretofore amended on Januarv 28, 1991, January 1, 1992, and 

Januarv 1, 1996 be and the same hereby is further amended by substituting for 

the Supplement to Exhibit II to the SERVICE AGREEMENT, the attached 

revised Supplement to Exhibit II. This Amendment is made and entered into as 

of January 1,1998. 

ENTERGY SERVICES, INC. 

B Y n A  4- 
Vice President and C 

BY 
President and CEO 
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ALLOCATION FORMULAE Foe 
GROUPS OF CLIENT COMPANIES 

Exhibit II, Supplement 

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

ENERGY SALES 

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

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

CUSTOMERQ 
.. 

Based on a twelvwnonth 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, fmancial and regulatory analyses 
and customer information systems. 

EMPLOYE= 

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

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

RESPONSIBILITY RATIO 

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

COMPOSITE - TRANSMISSION, DISTRIBUTION/CUSTOMER SERVICE 

8ased on four components of equal weighting: kilowatt-hour energy sales; 
average customers; number of distribution and customer servicdsupport 
employees; and the TransmissiodSubstation Composite Allocation Method. 

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

TRANSMISSION LINE MILEQ 

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

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

SUBSTATIONS 

.. 

Based on the number of high voltage substations weighted for Voltage (Voltage < 
50Okv = 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 LlNESlSUBSTATlONQ 

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

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

GAS CONSUMPTION 

8ased on the volume of natural gas consumed annually by all gas fired 
generating units within the Entergy System. 
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purchased for gas fired generation units. 

TAX INCOME AND DEDUCTION RATIO 

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

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

LEVEL OF ESI SERVICC 

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

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

SYSTEM CAPACITY (NON-NUCLEAR1 
* 

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

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

LABOR DOLLARS BILLED 

Based on total labor dollars billed to each company. 

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

DISTRIBUTION LINE MILEQ 

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

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

COAL CONSUMPTIOY 

Based on the quantity of tons of coal delivered for a twelve month period to each 
coal plant within the Entergy Syst8m. 
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Used for the allocation of costs associated with services in support of coal 
purchased for coal generating units 

ACCOUNTS PAYABLE TRANSACTIONS 

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

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

SQUARE FOOTAGE 

f3ased on square foa!age occupied by ESI functional business units. 

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

INS U RANC E P R E MI U M S ( N 0 N - N U C L EAR] 

Based on non-nuclear insurance premiums. 

Used for the allocation of costs associated with risk management. 

ASSET RECORDS 

Based on the number of asset records at period end. 

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

AVERAGE OUTSTANDING CAPITAL EXPENDITURE AUTHORlZATlONQ 
/CEA'a 

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

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

TOTAL ASSETS 

Based on total assets at period end. 

Used primarily to allocate costs associated with the oversight and safeguarding 
of corporate assets. This WOUM include sewices provided by financial 
management and certain finance functions, among others. Also used when the 

L 
\ 
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P ge 47 of 120 sewices provided are driven by the relative size and complexity of the Systed 
Companies and there is no functional relationship between the services and any 
other available allocation formula. 

BANK ACCOUNT3 

Based on the number of bank accounts at period end. 

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

C& 

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

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

GENERAL LEDGER TRANSACTIONQ 

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

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

CUSTOMERS AND EMPLOYEES COMBINATION 

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

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

Service Agreement 

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

AGREEMENT entered into by and between them under date of June 6, 1990, 

and as heretofore amended on January 28. 1991 , January 1, 1992, 

Januarv 1.1996, and Januaw 1,1998 be and the same hereby is further 

amended by substituting for the Supplement to Exhibit I1 to the SERVICE 

AGREEMENT, the attached revised Supplement to Exhibit 11. This Amendment 

is made and entered into as of January 1 , 1999. 

ENTERGY SERVICES, INC. 

f 3 Y a *  
Vice President O f f i r  

ENTERGY OPERATIONS, INC. 
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Exhib i t  11, Supplement 

Note: Each a l l o c a t i o n  formula ir bssed on da t& re levant  to  
t h e  p a r t i c i p a t i n g  C l i e n t  Companies. 

Ba8ed on t o t a l  ki lovat t -hour8 ot  energy so ld  t o  Resident ia l ,  
Commercial, I n d u a t r i a l ,  Covernment and MUniClpal consUm038. 

Custoaorr 

Based on a t v e l v s  month average of Resident ia l ,  eoprpercial, 
I n d u s t r i a l ,  Government and Municipal genera l  busintsr  
c u s t o l ~ e r r  . 
Employee. 

Based on t h e  number o f  f u l l  time enployees a t  year-end. 

The Capability/R6sponsibility Ratio of a company i 8  t he  
System c a p a b i l i t y  mult ipl ied by the r a t i o  obtained by 
d iv id ing  a company'. peak load by LCe System peak load. 
company's peak load ir the  average of t h e  tve lve  nonthly 
h iqhe8t  c lock  hour demand8 i n  k l l w a t t r  oL t h e  COBQmy'8 
Interconnected system, occurring each month coincident  v l t h  
the  Syr tea  peak load, during the  tvelve month period ending 
wi th  t h e  c u r r e n t  month. 

The 

COPIQOSit.  - tnerqy aa le r ,   ust tom err^ tmployeer an8 
Caprbilitp/Rospoo~lbili~ Rat io  

Bared on fou r  componentr v i t h  equal vaight ing  t o  each8 
k i lova t t -hour  enarqy sa l e s ,  average customerr, number olt 
employee8 and c a p a b l l l t y  respons ib i l i ty  r a t i o .  

Bared on th reo  componentr o t  equal weighting: kilowatt-hour 
energy a a l e r ,  amrag. customers and number of  Dir t r ibu t ion  
and Customer Servicr tmployeer. 

Based on t h o  number of a i l e d  of transmission l i nes ,  Weiglited 
for d e r i g n  vol tage.  
(Voltage < 5OOkv - 1, Voltage >- 5OOkV - 2)  

subs tat ionr 

Dis t r ibu t ion  Subs ta t ions  Is based w the nuaber of  high 
vol tage  aubs ts t lon8  weighted f o r  Voltage. 
(Voltage SOOkv * 1, Voltage >- 509kV * 2 )  

Pa90 1 
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Comporitr - transmirrioa Linr Hif~S/UUbSt.tfOa8 'age 5o Of 120 

Based on two components: transnisaion Iino mile8 with  a 301 
veightinq and the number o t  high voltage substationr with a 
70% weighting . 
Aircraft Riderrhip 

Based on employee ure of company airerast. 

Diraster Recovery Application8 

Based on the number o t  sottwarr applicstfona that requlce 
alternate mainfram procesring support for businera 
continuity during a computer center dlsaeter. 

tquity/capitalisation Ratio 

This ratio is computed for Entergy Corporation and the Client 
Companier as follows8 . Entergy Corporation'm allocation is the ratio of common 

shareholder. equity to total capitalizationl . the Client Companies allocation 1s th8 ratlo o t  preferred 
stock plus long term debt to total capitalization. 

r i a a l  Bill ?rocraring 

Based on the total number of final bill. procerred Cor 
collection, 

oar Consumption 

Bared on tho volume of natural gas consumed annually by all 
gas fired generating unit8 within the Entergy rystrm. 

Income and Dduction Ratio 

Bar8d on the previour yoarr federal lncomo t a x  return, total 
income plus total deductions. 

L.V.1 of serviae 

Based on Enterqy Sorvice~' total bllllng~ to each Client 
Company excluding corporate overhead. 

X0n.Y PO01 fr8n8aOtiOn8 

Based on each company'. use ot the money pool, veighted 758 
on frequency OS transactions, and 9 5 4  on dollar amount ol tho 
transaction. 

Nualear aad Carualty/?roporty ~nsurraco Pramfuns 

Based on total client Company costs fcrr the previou8 yesr'8 
insurance premium. 

Page 2 
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I Exhibit 11, Supplement 
Exhibit CEB4G 

2005 l-rC Cost Case 
Page 51 of 120 

Several formulae aro based on the number oL participant. in 
various Client Company plans and program8, such a8: 

. Savings Plan . Flexible Benolit8 Program8 
Ifartor Tru8t Plan . ESOP . Student/Parent Loan Program . Syrtamuidr Welfrre P h n 8  . Beneiita Plus ?lariblo Spending Account . Non-Qualified Dofinad Contribution Reatoration plan . Personal Effects Floator Plan . Personal Property and Casualty Benefits 

Prrlerr.6 Btockholdarr 

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

Revraua8 

Based on total general business revenue8 irom energy sale8 to 
Residtntisl, Commercial, Industrial, Government and Municipal 
consuiaers. 

6Y8t.8 C I p r O i t f  

Based on tho power levol, rattd in kilowatt., thrt could ba 
achieved if all qenaratinq unltr wero operating at maximu8 
capability 8lmultanrourly. 

Pago 3 

EGSI ?TC Cost Case 
3A-683 2783 



1 
Exhibit C E B 4  

2005 TTC Cost Case 
Page 52 of 120 

Exhibit It, Supplement 

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

ENERGY SALES 

Based on 4otal 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, empioyee training, various facilities-based 
benefits and information technology desktop support. 

RESPONSIBILITY RATIO 

Based on the ratio of the company's load at time of system peak load. The peak 
load is the average of the M!ve monthly highest clock-hour demands in 
kilowatts of the interconnected system occurring each month coincident with the 
system peak load. 
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Used primarily for the 
integrated planning. 

Exhibit E B 4 G  
TTC cost case 

allocation of costs incurred in fossil plant suppo&fla Page 53 of 120 

COMPOSITE - TRANSMISSION, DISTRIBUTION/CUSTOMER SERVICE 

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

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

- TRANSMISSION LINE MILES 

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

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

S U BSTATiON S 
\ 

Based on the number of high voltage substations weighted for Voltage (Voltage < 
SOOkv = I; 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 

Sased 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 (he support of the 
transmission and distribution funclion that have both a transmission line 
component as well as a substation or load component. 

GAS CONSUMPTION_ 

Based on the volume of natural gas consumed annually by all gas fired 
generating units within the Entergy System. 
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Exhibit C € W G  
Used for the aNocatbn of costs associated with sewices in support of gaaoo5 FG:,\f:; 
purchased for gas fired generation units. 

TAX INCOME AND DEDUCTION RATIO 

Based on the prior years’ Federal Income Tax return, 4otal Income and 
Deductions. 

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

LEVEL OF €SI SERVICE 

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

Used for the allocation of costs associated with support of E51 as a legal entity. 

SYSTEM CAPACITY (NON-NUCLEAR) 

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

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

LABOR DOLLARS BILLED 

Based on total labor dollars billed to each company. 

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

DISTRIBUTION LINE MILES 

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

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

COAL CONSUMPTION 

Based on the quantity OfZOns of coal deHvered for a twelve month period 40 each 
coal plant within the Entergy System. 
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Page 55 of 120 

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

ACCOUNTS PAYABLE TRANSACTIONS 

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

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

SQUARE FOOTAGE 

Based on square footage occupied by ESI functional business units. 

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

INSURANCE PREMIUMS (NON-NUCLEAR) 

Based on non-nuclear insurance premiums. 

Used for the allocation of costs associated with risk management. 

ASSET RECORDS 

Based on the number of asset records at period end. 

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

AVERAGE OUTSTANDING CAPITAL EXPENDITURE AUTHORIZATIONS 
LCEA'S) 

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

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

TOTAL ASSETS 

Based on total assets at period end. 

Used primarily to aHocate costs associated with the oversight and safeguarding 
of corporate assets. This would include services provided by financial 
management and certain finance fundions, among dhers. Ais0 used when the 
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Page 56 of 120 
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 atbation formula. 

BANK ACCOUNTS 

Based on the number of bank accounts at period end. 

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

COMPUTER USAGE COMPOSITE 

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

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

GENERAL LEDGER TRANSACTIONS 

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

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

CUSTOMERS AND EMPLOYEES COMBINATION 

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

. 

Used primarily for systems that support both customers and employees. 

i3ased on capacity and use of the Entergy System’s fiber optic network. 

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

EGSI TTC Cost Case 3A-688 2788 



Exhibit CEB-46 
2005 l T C  Cost Case 

Page 57 of 120 

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 June 6,1990, - 

and as heretofore amended on January - 28,1991, January 1,1992, 

January 1,1996, January 1, 1998 and January 1, 1999 be and the same hereby 

is further amended by substituting for the Supplement to Exhibit -IJ to the 

SERVICE AGREEMENT, the attached revised Supplement to Exhibit 11. This 

Amendment is made and entered into as of July 1 , 1999. 

ENTERGY SERVKXS, INC. 

S Y n L  q -  
Vice President and C 

ENERGY OPERATf ONS, INC. 
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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 June 6, 1990, 

and as heretofore amended on January 28,1991, January 1,1992, 

--_ January 1, 1996, - January -- 1, 1998, January 1,1999 and July 1,1999 be and the 

same hereby is further amended by substituting for the Exhibit II and 

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

Exhibit I 1  and revised Supplement to Exhibit 1 1 .  This Amendment is made and 

entered into as of January 1, 2000. 

ENTERGY SERVICES. INC. 

B Y z - 4 d b - L -  
Vice President and Chief Accounting Officer 

ENTERGY OPERATIONS, INC. 
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Page 59 of 120 

Exhibit 11, Supplement 

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

ENERGY SALES 

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

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

c 

CUSTOMERS 

Based on a helve-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 cusiomer 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 
employse-based services. Would include administration of employee benefits 
programs, employee communications, employee training, various facilities-based 
benefits and information technology desktop support. 

RESPONSI B1 LlTY RATIO 

Based on the ratio of the company’s bad at time of system peak bad. The peak 
load is the average of the twelve monthly highest clock-hour demands in 
kilowatts of the in2erconnected system occurring each month mimident with the 
system peak load. 
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Used primarily for ?he 
integrated planning. 

COMPOSITE - TRANSMISSION. DISTRIBUTION/CUSTOMER SERVICE 

eased on four components of equal weighting: kilowatt-hour energy sales: 
average customers; number of distribution and customer service!suppo.rt 
employees; and the TransmissioniSubstation Composite Allocation Method. 

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

TRANSMISSION LINE MILES 

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

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

SUBSTATIONS 

Based on the number of high voi:age substations weighted for Voltage (Voltage < 
500kv ='l; Voltage >= 50kv = 2). 

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

COMPOSITE - TRANSMISSION LINES/SUBSTATlONS 

Based on two components: Transmission Line Miks (3Q0i weighting) and the 
Number of High Voitage Substations (70% weighting). 

Used primarily for the allocation cf the costs associated with the support of the 
transmission and distribution function that have both a transmission line 
component 2s well as a substation or load component. 

GAS CONSUMPTION 

Based on the vdurne of natural gas consumed annually by all gas fired 
generating units within the E n t q y  System. 
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Used for the allocation of costs associated with services in suppod of gas 
purchased for gas fired generation units. 
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Page 61 of 120 

TAX INCOME AND DEDUCTION RATIO 

Based on the prior years’ Federal Income Tax return, total income and 
Oeductions. 

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

LEVEL OF ESI SERVICE 

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

Used for the allocation of costs associated with support of E51 as a legal entity. . 
SYSTEM CAPACITY (NON-NUCLEAR) 

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

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

LABOR DOLLARS BILLED 

Based on total labor dollars billed to each company. 

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

DISTRIBUT1ON LINE M I L E  

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

Used primarily for 4he 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 piant *;thin the Entergy System. 
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Used for the allocation of costs associated with services in support Of C&Qd5 lTC Cost Case 
purchased for coal generating units Page 62 of I20 

ACCOUNTS PAYABLE TRANSACTIONS 

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

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

SQUARE FOOTAGE 

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

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

INSURANCE PREMIUMS (NON-NUCLEAR) 

Based on nqn-nuclear insurance premiums. 

Used for the allocation of costs associated with risk management. 

ASSET RECORDS 

Based on the number of asset records at period end. 

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

AVERAGE OUTSTANDING CAPITAL EXPENDITURE AUTHORIZATIONS 
[CEA'S) 

Based on a twelve-month average of outstanding E A ' S .  

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

TOTAL ASSETS 

Based on total assets at period end. 

Used primarily to allucak costs associated with the oversight and safeguarding 
of corpofate assets. This woutd include services provided by financial 
management and certain finme functions, among others. Also used when the 
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services provided are driven by the relative size and complexity of the 
Companies and there is no functional relationship between the 
other available allocation formula. Page 63 of 120 

BANK ACCOUNTS 

Based on the number of bank accounts at period end. 

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

COMPUTER USAGE COMPOSITE 

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

Used primarily for the allocation of costs associated with the mainjrame 
computer, unix sewers and re4attd database administration. 

- 

GENERAL LEDGER TRANSACTIONS 

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

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

CUSTOMERS AND EMPLOYEES COMBINATION 

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

Used primarily for systems that support both customers and employees. 

FIBER 

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

Used primarily for the atlocation of fiber optic operations and maintenance 
expenses. 
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2005 TTC Cost Case 
Based on the number of nudear units managed and operated by each Enteame64 of 120 
System Company. 

Used primarily to allocate nuciear fuel-related services. 

NUCLEAR SITES 

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

Used to allocate misceNaneous nuclear-reiated services. 

. . 
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Exhibit I1 

METHODS OF ALLOCATING COSTS AMONG CLIENT COMPANIES 
RECEIVING SERVICE UNDER T H I S  AND SIMILAR SERVICE AGmEMENTS 

WITH 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 f o r  :he *ise o€ 

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

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

. each department will include: 

(it 

(ii) 

(iii) 

those expenses that are  directly 

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

housekeeping expenses t 5 a t  are not 
directly attributable t o  a department but 

which are necessary to the operation of 

such department, and 

an appropriate portion of those expenses 
of other Services' departments necessary 

to support: the operation of the 
department . 

(b) Expenses of the department will include salaries 

and wages of employees, including social security 
taxes, vacations, paid absences, sickness, 
employee disability expenses, aad other employee 
welfare expenses, r e n t  and utilities, desktops, 
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Page 68 of 120 
telephones, materials and supplies, 

expenses attributable to the department. 
(c) Departmental expense will be categorized into one 

of three classes: 

(i) those expenses which a r e  directly 

attributable to specific services rendered 

to a Client Company or group of Client 

Companies (Departmental Direct Costs), 

(ii) those expenses which are attributable to 

the overall operation of the department 
and cot to a specific service provided to 

Client Companies'(3epartmental IndL 1 rect 
Costs) (these expenses include not only 

the salaries and wages of employees, but 
also other related employment costs 

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

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

(Departmental Support Service Costs). 

(d) 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 Corpafiies and are to be 

directly charged to such Client Company or 

group of Client Companies; and 

(ii) Services' overhead expenses that are 

attributable to maintaining t.ba corporate 

existence of Services, franchise and other 


