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Based on the number of transfer transactions for transmission and distribution 
(T & 0) for each Legal Entity at period end. - 
Used for the allocation of costs associated with management and operation of 
inventories, excluding Fossil and Nuclear. 

SUPPLY CHAIN - Investment Recovery Total Revenue 

Based on the dollar amount of investment recovery revenue generated within 
each Legal Entity at period end. 

Used for the allocation of costs associated with the management and operations 
of investment recovery. 

-- SUPPLY CHAIN - Procurement Total Spending 

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. 
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Aniendincnt To 

Service Agreement 

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

entered into by and between them under date of January 24. 1984, and as heretofore 

amended on A-wgst-L,-l%8, January 28-1 991, January 1.  1992, Januarl, I .  1996. JkniaG 

I .  1998, Ja.wr~4, 1999, June 22, 1999 J L f i l A  1999 and January I ,  2000 be and the 

same hereby is further amended by substituting for the Supplement to Exhibit I1 to the 

SERVICE AGREEhlENT, the attached revised Supplernent to Exhibit 11. This 
Amendment is  made and entered into as of January I ,  2001. 

ENTERGY SERVICES, INC. 

B Y a - L v -  
Vice President and Chief Ac ounting Officer 

EGSI TTC Cost Case 33-98 



Exhibit CEB4H 
2005 TTC Cost Case 

Page 99 of 141 
Exhibit B 

ALLOCATION FORMULAE FOR 
GROUPS OF CLIENT COAIPANIES 

Exhibit 11, Supplement 

Note: Each allocation formula will be based on data relevant to participating Client 
Coinpanies 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 refated items. 

CUSTO 31 ERS 

Based on a tivehwnonth average of  residcni ial, 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. N'ould include ciiston~er service and support, niarketing, economic forecasts, 
environinental services, financial and regulatory analyses and customer infomation 
systems. 

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

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

RESPONSIBKITY RATIO 

Based on the ratio of the company's load at tinie ofsystem peak load. The peak load is 
the average of the t\vt'lve tiwiithly highest clock-hour dcniands in kilowatts of the 
intcrconrlected system occuning each tnon-th coincident with the system pcak load. 

Used primarily for the allocation of costs incurred in fossil plant support and integrated 
y la nn i ng . 
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-- CO h 1 FOS I TE - 'r RA N S 3 I JSS J ON, D I SIR I B L' 'r 10 WC 1 S7-0  3 I E R S E R VICE 

Based on four components ofequal weightin_e: ki!owatt-hour energy sales; average 
customers; number of distribution and custoiner service/support employees: and the 
Transmissio~'Substatioii 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 Conipanies. These costs are 
related to sales, transmission lines or substations, custoniers or customer service/support 
employees. 

TR4SSMISSION 1,lNE MILES 

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

Used primarily for the allocation of costs associated \vith project design, niairitenatice and 
iristallation of' Entergy transmission lines. 

SUBSTATIONS 

Based 011 the number of high voltage substations weighted for Voltage (Voltage < WOky 
= 1; Voltage >= 500kv = 2). 

L'sed primarily for the allocation of related engineering and technical slipport for 
transniission and distribution substation operations and maintenance as well as for 
engineering and project management associated with substation const~ction. 

COh1 POSITE - TRANSJI JSSlON LJSES/SUBST.-ITIONS 

Based on two components: Transmission Line Miles (30% weighting) and the Number of 
Iiigh Voltage Substations (70?/0 weighting). 

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

Based on the volume ofnatural gas consumcd arwually by all gas fired generating units 
ithin the Entergy System. 

Used for the allocation ofcosts associatcd with sen ices in support ofgas purchased fix 
gas fired generation units. 

EGSI TTC Cost Case 
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T.AS lSCOA1E ASD DEDL'CTION RATIO 

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

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

LE\'EL OF ESI SERVICE 

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

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

SJ'STE31 CAPAClIT INON-NUCLEAR) 

Based on the power level, in kilowatts, that coiild be achieved if all non-nuclear 
v generating units were operating at iiiasiinunl capability siniultaneously. 

Used yriiiiarily for the allocation of costs associated with the support of the fossil 
operations of the System. This would include services provided by plant support, 
enc.ironmenta1 and purchasing., 

L.ABOR DOLLARS BILLED 

Based on total labor dollars billed to each company. 

.. Used primarily to allocate the costs associated with eniployee befiefits plans, pa!. 
tases, departnierital indirect costs and performance based coinpensation plans for ESI 
employees. 

DISTRIBUTION L B E  3IILES 

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 
installation of Entergp distribution lines. 

CO.SL COXSL~XIPTION 

Based on the quantity of tons of coal delit*ered for a twelve month period to each coal 
plant within the Entery System. 

Used for the allocation of costs associated with services in support of coal purchased €or 
coal senerating units 

EGSI TTC Cost Case 
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.4CCOUNTS PA\’:lBLE TRANSACTIOSS 

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

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

SQUARE FOOTiiGE 

Based on square footage occupied by ESI fiinctional busincss units. 

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

_. IS S URA NCE P R K R I  1‘11 31 S (3 ON-SUCI,EA R) 

Based on non-nuclear insurance premiums. 

Used for the allocation of costs associated \vith 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 hnction. 

-.--- .A \‘E Rz4 G E 0 UTST.4 N D ING CA P I TA L EX PE K D I TU R E A U TH 0 R I Z ~ Z ~ ? ~ S  
/CEA’S) 

Based on a tw-elve-month average ofoutstanding CEA’s and SJO’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 allocate costs associated uitli the oversight and safefeguarding of 
corporate assets. This would include services provided by fiiiancial manasenicnt and 
certain finance functions, among others. Also used when the services provided are driven 
by the relative size and conipksity ofthe Sysiern Companies and there is no fuiictimal 
relationship hetwccn the senices and any other available allocation formula. 
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B.L\SK ACCOUNTS 

Based on the number of bank accounts at period end. 

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

COJIPUTER USAGE COJIPOSITE 

Rased on three components: Customers (52% weighting), General Ledger Transactions 
(29% weighting) and Employees (19% weighting), with weighting based on historical 
usage. 

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

I GESERAL J,EDGEH TR.43SCTIOXS 

~~ 

--_ - 
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Based on the nuniber of gensral ledger transactions for the period. 

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

TRWSITION TO COIIPETITION 

Eked 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 supyon ofthe 
Entergy System’s strate9 for and transition to competition. 

TE L E P I1 OR ES 

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

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

FlBER 

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

Used primarily for the allocation of fiber optic operations and maintenance espenses. 
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NUCLEAR UNITS 

Based on the number of nuclear units n?anaged and operated by each Entersy System 
Corn pan y . 

Used primarily to allocate nuclear fiel-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 senkes.  

CALL CEN IERS 

Based on the number of customer calls for each Legal Entity at period end. 

Used for the allocation of costs associated with customer service support centers. 

ACCOUNTS RECEIVABLE IS\’OICES 

Based on the number of accounts receivable invoices processed annually for each 
Entergy System Company. 

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

PROPERTY AND LIA BIIJTY PA JD LOSSES 

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

Used tor Ihe allocation of costs associated with the operation and niaintenance of the Risk 
Information System. 

-- COMPOSITE- SUPPLY CHAIX (Sumber o f  Transactions, Stockrooill Count and 
Procure ill (tilt Total S pelid ing 

Based on three components with weighting to each: number of transactions (37.5%), 
stockroom count (37.5%), and procureiilent .total spending (25%). 

Used for the allocation of costs associated with the management aid operations ofthe 
materials nlanagenient and wx-k order processing system. 
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SL'PPLY CIIAIN - Inventors Management Fossil, Trnnsniission & Distribution 
Issues, Transfers & Returns 

Based on the niirnber of issues. transfer Rr return tranractions for each Legal Entity at 
period end. 

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

SUPPLY CIIAIN - Procurement Total Sp id ing  

Based on the dollar amount of procurement spending ivithin each Legal Entity at period 
end. 

Used for the allocation of casts associated with procurenlent activities for the Enteru 
System. 

EGSI TTC Cost Case 
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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 January 24, 1984, and as heretofore 

amended on August 1,1988. Januarv 28.1991, January 1,1992. January 1.1996, January 
1. 1998, Januarv 1, 1999, June 22, 1999, July 1. 1999, January 1. 2000 and ,?anum 1, 

- 2001 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 April 1,2002. 

I 

ENTERGY SERVICES, NC. 

! 
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Exhibit B 

Exhibit II, Supplement 

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

ENERGY SALES 

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

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

CUSTOMERS 

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

Used primarily for the allocation of costs associated with the support of customer 
based services. Would include customer 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. 

t 

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 aliocation of costs incurred in fossil plant support and 
integrated planning. 

1.. 
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( TRANSMISSION LINE MILES 

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

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

SUBSTATIONS 

Based on the number of high voltage substations weighted for Voltage (Voltage < 
5OOkv = 1; Voltage >= 5OOkv = 2). 

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

COMPOSITE - TRANSMISSION LlNESlSUBSTATlONS 

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

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

(. 

GAS CONSUMPTION 

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

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

LEVEL OF ESI SERVICE 

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

Used for the allocation of costs associated with support of ESI as a legal entity. 
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f SYSTEM CAPACITY (NON-NUCLEAR1 

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 cornpensdon 
plans for €SI 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 €SI functional business units. 

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

% .  

3 
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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 
fundion. 

CAPITAL EXPENDITURE AUTHORIZATIONS (CEAl 

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 sire 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 periid 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 sewers 
t and related database administration. 
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GENERAL LEDGER TRANSACTIONS 

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

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

TRANSITION TO COMPETITION 

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

Based on capacity and us8 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 misceHaneous nudear-related services. 

.( 
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I '  CALL CENTERS 

Based on the number of customer calls for each Legal Entity at period end. 

Used for the allocation of costs associated with customer service support 
centers. 

ACCOUNTS RECEIVABLE INVOICES 

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

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

PAYCHECKS 

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

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

PROPERTY AND LIABILITY PAID LOSSES 

Based on a 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 Soending) 

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 - lnventow Manaaement Fossil, Transmission & 
Distribution Issues. Transfers & Returns 

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

Used for the allocation of costs associated with the management and operations 
of investment recovery, including Fossil, but excluding Nuclear. 
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SUPPLY CHAIN - Procurement Total Spending 

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 altocation of costs associated with the maintenance of company 
veh ides. 

MANAGED ACCOUNTS 

Based on the number of industrial and commercial managed accounts excluding 
non-regulated Texas. 

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

t 
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Amendment To 
Service Agreement 

The p d e s  hereto do hereby stipulate and agree to that the SERVICE AGREEMENT 

entered into by and between them under date of Janum 24. 1984, and as heretofore 

amended on h p s t  1.1988, Januaw 2 8.1991, Januarv 1,1992. Januarv 1.199@,January 

1. 1998, Januarv 1. 1999, June 22.1999. Ju IY 1. 1999, Janum 1.2000, January 1. 2001 
and April 1. 2002 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 Janua~y 1, 

2003. 

ENTERGY SERVICES, INC. 

BWERGY ENTERPRISES, INC. 
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Exhibit E 

ALLOCATION FORMULAE FOR 
G U  

Exhibit II, Supplement 

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

ENERGYSACES 

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. 

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. 

\ 

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

Used primarily for the allocation of axts  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. 

RESPONSlSlLlTY 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 tbe 
system peak load. 

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

Based on the number of miles of transmission lines, weighted for design voltage 
(Voltage 400kv = I ; 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 su bstakn construction. 

COMPOSITE - TRANSMISSION LINEWSUBSTATIONS 

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

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

i 

GAS CONSUMPTION 

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

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

LEVEL OF ESI SERVICE 

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

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

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

i 

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 benefds plans, 
payroll taxes, departmental indirect costs and performance based compensation 
plans for ESI employees. 

DISTRIBUTION LINE MILES 

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

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

COAL CONSUMPTION 

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

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 mupied by €SI functional business units. 

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

3 
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I 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 (CEA) 

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 pmject costing 
accounting function. 

TOTALASSETS 
( 

Based on total assets at period end. 

Used primarily to allocate costs associated with the oversight and safeguarding 
of corporate assets. This would include 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 casts associated with daily cash management 
activities. 

SERVER AND MAINFRAME USAGE COMPOSmE 

Based on the use of historical expenditures. 

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

(I 

TRANSITION 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 competltion. 

TELEPHONES 

Based on the number of telephones within each Legal E n t i  at period end. 

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

- FIBER 
i , 

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 aliucate miscellaneous nuclear-related services. 
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ACCOUNTS RECEIVABLE INVOICES 

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

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

PAYCHECKS 

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

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

PROPERTY AND LIABILITY PAID LOSSES 

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

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

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

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

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

SUPPLY CHAIN - lnventorv Management Fossll. Transmission & 
Dlstrlbution Issues. Transfers & Returns 

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

Used for the allocation of costs associated with the management and operations 
of investment recovery, including Fossil, but excluding Nuclear. 
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SUPPLY CHAIN - Procurement Total Spending 

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 tD’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. 

VEHlCLES 

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 excluding 
non-regulated Texas. 

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

i 

7 

EGSI TTC Cost Case 3B-121 2973 



Exhibit CEB-4H 
2005 TTC Cost Case 

Page 122 of 141 - 
NUMBER OF CALLS - CUSTOMER SERVICE CENTERS 

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

entered into by and between them under date of January 24. 1984, and as hemtofore 

amended on Aunust 1. 1988. Januarv 28.1991. January 1.1992, Januarv 1.1996, January 
1.1998, January 1,1999, June 22.1999, Julv 1.1999. Januarv 1.2000, J a n w  1.2001, 

A d  1. 2002 and January 1. 2003 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 e n t d  into as 
(: of August 1,2003, 

ENTERGY SERVICES, INC. 

Senior Vice 
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Exhlbit E 

ALLOCATION FORMULAE FOR 
GROUPS OF CLIENT COMPANIES 

Exhibit II, Supplement 

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

ENERGY SALES 

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

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

CUSTOMERS 

Based on a twelvemonth 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 bad. 

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 number of miles of transmission lines, weighted for design voltage 
(Voltage < 40Okv = 1; Voltage >=4OOkv =2). 

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

SUBSTATIONS 

Based on the number of high voltage substations weighted for Voltage (Voltage *: 
500kv = 1; Voltage >= 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 LINESISUBSTATIONS 

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

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

GAS CONSUMPTION 

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

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

LEVEL OF ESI SERVICE 

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

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

i 
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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 AUTHORltATIONS KEA1 

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. 

TOTALASSETS 

Based on total assets at period end. 

Used primarily to allocate costs associated with the oversight and safeguarding 
of corporate assets. This would include 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 
adiities. 

SERVER AND MAINFRAME USAGE COMPOSITE 

Based on the use of historical expenditures. 

u s e d  primarily for the allocation of costs associated with mainframe, mix  sewers 
and related database administration. 
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- TlONS 

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

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

TRANSITION TO COMPETITION 

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

i - 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 alSocate 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. 

I 
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ACCOUNTS RECEIVABLE INVOICES 

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

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

PAYCHECKS 

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

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

PROPERTY AND LIABILITY PAID LOSSES 

Based on a 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 Soendina 

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

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

SUPPLY CHAIN - lnventorv Mananement Fossil. Transmisslon 4% 
Distribution Issues, Transfers & Returns 

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

Used for the allocation of costs associated with the management and operations 
of investment recovery, induding Fossil, but excluding Nuclear. 
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SUPPLY CHAIN - Procurement Total SDendlng 

Based on the dollar amount of procurement spending within each Legal Entity at 
period end. 

c 
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 Transfomer, 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 excluding 
non-regulated Texas. 

Used for the allocation of costs associated with the maintenance of Entergy’s 
industrial and commercial customer accounts. 
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NUMBER OF CALLS - CUSTOMER SERVICE CENTERS 

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

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

WDIO 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 twelvemonth 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 Sewice, 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 SERWCE AGREEME" 

entered into by and between than under date of Jmuarv 2 4. 1984, and as heretofore 

menddon Aunust 1.1988. Januarv28.1991. Januaw 1.1992. Januarv I. 1996, Jsnuqy 

A-, Jan UBN 1. 2003 and August 1.2003 be and the same hereby is futher 
amended by substituting for the Supplement to Exhibit II to the SERVICE 

lLlHL Jm- 1.1999, Jun e 22.1999, Julv 1. 1999. Januaxv 1.2000. J anum 1,2001, 

(.. 
AGREEMENT, the attached revised Supplement to Exhibit I€. This Amendment is made 
and e n t d  into a~ of March 1,2004. 

! 
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Exhibit II, Supplement 

llocation formuta will be based on data relevant to participating 
Client Companies to whom the services are provided. 

ENERGYSALES 

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

Used primarily for the allocation of costs assoclated with the support of customer 
based services. Would include customer service and support, marketing, 
economic forecasts, environmental sewices, 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. 

I 
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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. 

SUBSTATlONg 

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

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

COMPOSITE - TRANSMISSION LINESISUBSTATIONS 

Based on two components: Transmission Line Miles (30% weighting) and the 

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. 

I 
Number of High Voltage Substations (70% weighting). 

I 
'> 

GAS CONSUMPTION 

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

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

LEVEL OF ESI SERVICE 

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

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

2 
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Based on the power level, in kilowatts, that could be achieved if all non-nudeat 
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. I 

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 sewices 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 €SI functional business units. 

Used primarily to allocate the costs associated with facilities supervision and 
! suppart. 
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INSURANCE PREMIUMS (NON-NUCLEAR) 

Based on non-nudear 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. 

i TOTALASSETS 

Based on total assets at period end. 

Used primarily to allocate costs associated with the oversight and safeguarding 
of corporate assets. This would include 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. 
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GENERAL LEDGER TRANSACTIONS 

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

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

TRANSITION TO COMPETITION 

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

Used to allocate miscellaneous nuclear-related services. 

I 
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ACCOUNTS RECEIVABLE INVOICES 

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

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

PAYCHECKS 

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

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

PROPERTY AND LIABILITY PAID LOSSES 

Based on a fwe-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 

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

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

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

SUPPLY CHAIN - lnventorv Manaaement Fossll. Transmlssion & 
Distributlon Issues, Transfers & Returns 

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

(: the Risk Information System. 

Used for the allocation of costs associated with the management and operations 
of investment recovery, including Fossil, but excluding Nuclear. 
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SUPPLY CHAIN - Procurement Total Smnding 

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 d 0 b ~  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 (MS) 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. 
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( .  NUMBER OF CALLS - CUSTOMER SERVICE CENTERa 

8ased 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 assodated 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 INFORMATIONTECHNOLOGY, CUSTOMER SERVICE, 
DISTRIBUTION AND TRANSMISSION 

Based on a twelvemonth 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 prioriiization 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 Entii. 
i‘ 

Used for the allocation of costs associated with tax administration, planning, and 
support related to Section 263A tax benefits. 
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Based on the number of open claims for each Legal Entity. 

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

UNIT POWER SALES AGREEMENT 

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

i 

9 
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UNTrED STAfles 

SECURITIES AND EXCHANGE COMMt&jFOM 
WASHINGTON. D.C. 20549 

OtrlCL oc 
. ?UmLIC UWUTV *RQUbATIOW 

November 29,2001 

Mr. Nathan Langston 
Vice President and Chief Accounting officn 
E a t # g y c m  
639 hyola Avenw 
New Orleans, La 70113 

Ra: Examination of Entcrgy Corporation ("Entcrgy" or "Fknt''), En- W i  krc. 
("ESF"), Entergy h ~ s c s  ("EEI"), and Entergy Power ("€PI") 

Dear Mr. Langston: 

The Ofice of Public Utility Regulation (%xmhation Staff") within the Divisioa of 
Investment Management, has compltt4d an iudii-examination of the boo4 records, accounts, 
billing procedures, and methods of allocation of ESI, the mice  c o m p y  subsidii  of Endergy, 
a registered holding company under the Public Utility Holding Company Act ("Act3. Tbc 
examination wm conducted under sections 13(b), IS(0 sad Rules 00,91,93, and 94 oftht Act 
The Examination SWalsa mamined the En- tax allocation agreement and proc#ha#; to 
CJetermine compliance with the requiranmtS of section 12 and ruk 45(c) of the Act Tt# 
Exlminatiapl Staf€also examined specific issues invohtingths Parent, ESI, EEI andm 

1 ;  I* 

t .  

We have concluded, based on the Adv~ccrd Data Request Audit Stops Items m letters 
dated Aupst 1,2001 d September 10,2001 axwpt as identified in the Findings aud ActiaaS 
Required, that the Parmt, ESI, EEL and EPI am in compliance witb ScCtiMIs 13(b), 15(Q and 
Rules 90.91,93, and 94 of the Act. The Entergy system is not in compliance with Rule 4S(c) of 
the Act as noted in recommendation five. Eatcgy presented infmation to tho Staff on corpom~ 
governance departments for 2000 showing approximaaly 28.13% of the costs of tbest 
departments wbn charged to shareholden (includes charges to Panat and non-utility wrnpuk). 
In Items 10, I I ,  12,13,14,15, sad 16 below, we are citing sptcifk costs wherc the StsffbeliaWS 
a mom appropriate amount of the costs should be borne by the Parent. En- has also made tht 
statement that M arbitrary allocation to the pM#lt in addition to the allocation to their non- 

1 
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- regulated affiliates could -1; in corporate govcmpnce shareholder a l l o c a t i o & ~ ~ ~ ~ .  
Please provide more details 011 how yw arrived at this "50?4" number. 

We would like a response to the Examination Staff's Findings and Actioos Required by 
Friday, January 4,2002. We would like to exprts~ our appreciation to the accounting and legid 
staffat Entergy, particularly Lae Canova and Lee Barnett and their f i l i a te  billtag team, for their 
cooperation through the audit. Ali questions concerning the audt should be directed to QY 
Bttcntion at (202) 942-0543 or David E. Marsh at (202) 942-0558. 

Sincerely, 

Robcrt P. wason 
Chief Finrmci.1 Analyst 
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Findings and Actions Rcquircd 

1. Findings (Item 3) (’ 
*. , 

The fimdon of M A C  is to help elect qualified f a ,  state and local 
candidetes whose views and voting record reflect the in- of Entergw and its 
employees. The types of activities to be perfonatd for W A C  BIC g d  in nature and 
include attcrzding PAC committee and board meetings, cod- and t h ing ,  
organizing mmbership drives and campaigns, and prepaiing f M  xeports on related 
issues. 

Time and expenses incurd for the support of Entergy’s Political Committee 

code for activities a3 they n b  to and &re in support of the regulated utility industry. 
(ENPAC) arc tracked using project code ZLEPAC. charges are rccc#ded to this pmject 

Dihbufion of the fimds is contmlled by an independent ~ r w p  of Entergy mn- 
managemwrt employees. The services provided by ESI are allocated based upon billing 
method 35, which is the average number of electric custoflzcrs in each regulated 
jurisdiction. These charges are booked to FERC accouIlf 4265, which is below the line. 

Total billings arc $133,536.74. ntc ~Peratiag companies, including Entergy 
Arkansas Inc., 
Entcrgy New Orleans were diractly billed. 

Gulf States Inc., Entergy L o u i s i i  Entcrgy Mississippi h , 8  and 

To ibthcr clarifj. whether regulated or n0n-regulat.d entities bcmfit, Entergy 
staffwas spedficdly askdthe question whether W A C  CVQ advocates w addrrsses 
mn-- entities’ initiatives, policies, or any political activiticg that would impact 

candidates whose views and voting reflects the intcras of Entergy and its employees as 
a wbole. 

r 

’* . 

non-regulated entities. EIltCQy staffnsponded that they malrc plitid C o l l t r i b u t i O ~  to 

Action Required 

Entergy’r PAC are nonspeeitic to the regulated entith, but bendit the 
Entergy rystCap and employem 01 a whole. PAC$ are formed at dl bels of 
govtrnment: fdm), state, and local. Eatergy a b  explicitly rtatcs tbe activities are 
general in nrtum Therefore, the Eumination Stdibclievea that the method used 
to allocate costs incnrred (Billing Method 35) does pot result in I hir and quitable 
aUacatioa of coats to Entern torporntion. It is thc ~xamfnatioa ~ t r i r r  poritlon 
that ESI establish, by Dcccember 21,2001, an rllocrtion metbodobgy to charge a hir 
amount of these expenditurea to the Parent and non-uiility subsidl.rfcs. 

2. Findin@ (Item 4) 

This data request concerned the dlocation of lobbying, c o I 1 s u l f i n g 8  and political 
action expenditures. Themcosts are allocated using billing metbod #2l, which spreads 

EGSI TTC Cost Case 3B-145 2997 



! 

I --.- Exhibit CEB-5 
2005 TTC Cost Case 

Ea- C o m a  -lkWb~&M Of 108 
2 

costs to the utilities only on the basis of each compmy's average number of electric and 
gas customers. For the test period, $2,953,908 was allocated in 1999; $4,824,297 was - 
allocatcd in 2000 and $1,974,3 1 1 was allocated for the first six months of 2oM. 

The resource descriptions includes the following general categories: 

1. Business meals and entertainment. 
2. car mileage, auto rental and othcr-tia 
3. Lodging. 
4. Country club dues. 
5.phone and other tek!communicatiom costs. 
6. P a p l l  and benefits. 

Aa the costa for these type8 of activitia continue to rtrC, tbe staff bas 
concluded that we sbonld take I fresh look at tbe entire area to accommodate 
chaugca in tbc industxy, including the dfecta of deregulation rad divedikation and 
other regulatory effeck The object win be to mdertake 8 r(tvi(rrrl of the systems' 
lobbying and political action aftMtks to Men* the benefkfulea of &@e activitica 
to detenniae if direct charglng procedurcr are being used appmprlateb and if 
current .uoertion metbods SWI apply. Done property, we n o d  expect to sei more 
direct billing and adjustments to exjstfng, or the addition of nuw, rlloMtioa 
methodologica 

As mentioned, the method for charging or .Uocrting tbem costa ia controlled * 

by the idcnti4y of the bentficirry of tbe expenditam Cor& incurred to hafluenca 
' fderal or at8te le$sMoa, f6r inatmet, may bendit the holding company itrclt, the 

entire syrrtom, tbc utltity mbsidhriea or the nonatilfty subsidhim as separate 
groups or my of them individually. Depending on tbe hmtanecr, costm 
benefitiag particular companies rhould bc cha@ d i r d y  md those benefiting 
utilitiw 8hoald be ~lloerted wing billing method 21. Expeatiiturea on behrtfof 
nolllltuity companies rlrould allocate cow only among *om comp.nkr on aome 
rationil b u k  EzpendfturaJ benefiting all companies on tht qstem s h d d  be 
allocated on 1 bash stlggeated by Eatergy Servka, hc that frirty and equitably 
allocates coots to dl compania, including the Parent. 

The appllorcb to thb review shoalti be global, It can no longer be assumed 
tbat holding eompaniu and nonutllfty busiuesou do not benefit h m  these 
aetDvltisa Given tbe ftvgueat chrngca at fdml, state, and local leveh to labor, tax, 
envimnmenntal and employment laws, by wry of cumpk, it can be projected that I 
substantial portion of thue costa will affkct particular parb of or the entire system. 

The Examination Strflwould i ik  Enttrpy to undtrbLt 8 study as &cursed 
above and report the h d i n g  to the Staff. 
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