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Based on the number of transfer transactions for transmission and distribution
(T & D) 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 assoc:a«ted with procurement activities for the
Entergy System.
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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, January 28, 1991, January 1, 1992, January I, 1996. January
1, 1998, January 1, 1999, June 22, 1999 July 1, 1999 and January 1, 2000 be and the

same hereby is further amended by substituting for the Supplement to Exhibit 11 to the
SERVICE AGREEMENT, the attached revised Supplement to Exhibit II.  This

Amendment is made and entered into as of January 1, 2001.

ENTERGY SERVICES, INC.

BVZZM -

Vice President and Chief Ac ountmg Officer

E\'T Y EWJSES INC.

Title _?ve 2 enT < 0ep

EGSI TTC Cost Case 3B-98 2950



Exhibit CEB-4H
2005 TTC Cost Case
Page 99 of 141

Exhibit B

ALLOCATION FORMULAE FOR
GROUPS OF CLIENT COMPANIES

Exhibit 1I, 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 employce 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.

Used primarily for the allocation of costs incurred in fossil plant support and integrated
planning.
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COMPOSITE - TRANSMISSION, DISTRIBUTION/CUSTOMER SERVICE

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

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

TRANSMISSION LINE MILES

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

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

SUBSTATIONS

Based on the number of high voltage substations weighted for Voltage (Voltage < S00kv
= ], Volitage >= 500kv = 2).

Used primarily for the allocation of related engineering and technical support for
transmission and distribution substation operations and maintenance as well as for

engineering and project management associated with substation construction.

COMPOSITE - TRANSMISSION LINES/SUBSTATIONS

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

SYSTEN 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, pay.
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

(93 )

EGSI TTC Cost Case 3B-101

2953



Exhibit CEB-4H
2005 TTC Cost Case
Page 102 of 141

ACCOUNTS PAYABLE TRANSACTIONS

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

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

SQUARE FOOTAGE

Based on square footage occupied by ESI functional business units.
Used primarily to allocate the costs associated with facilities supervision and support.

INSURANCE PREMIUMS (NON-NUCLEAR)

Based on non-nuclear insurance premiums.
Used for the allocation of costs associated with risk management.

ASSET RECORDS

Based on the number of asset records at period end.
Used for the allocation of costs associated with the fixed asset accounting function.

AVERAGE OUTSTANDING CAPITAL EXPENDITURE AUTHORIZATIONS
(CEA’S)

Based on a twelve-month average of outstanding CEA’s 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 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.
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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 (19% weighting), with weighting based on historical
usage.

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

GENERAL LEDGER TRANSACTIONS

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

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

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.
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NUCLEAR UNITS

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

Used primarily to allocate nuclear fuel-related services.
NUCLEAR SITES

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

Used to allocate miscellaneous nuclear-related services.

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 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 LIABILITY PAID LOSSES

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

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

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

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

Used for the allocation of costs associated with the management and operations of the
materials management and work order processing system.
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SUPPLY CHAIN — Inventory Management 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.

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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Amendment To
Service Agreement

v

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, January 28, 1991, January 1, 1992, January 1, 1996, January

1, 1998, January 1, 1999, June 22, 1999, July 1, 1999, January 1, 2000 and January 1.
2001 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 April 1, 2002,

ENTERGY SERVICES, INC.

By) Zg?'_a, o X f‘é&,ﬂ@,

472 Vice Pregident and Zhief Accounting Officer
ENTERG ZRPWC
By . / Y

Title 7?"(’ 6'.;:'{;'1/LT auwcl CEQ
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Exhibit B

ALLOCATION FORMULAE FOR
GROUPS OF CLIENT COMPANIES

Exhibit 11, Supplement

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

ENERGY SALES

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

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

CUSTOMERS

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

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

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

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

RESPONSIBILITY RATIO

Based on the ratio of the company’s load at time of system peak load. The peak
load is the average of the twelve monthly highest clock-hour demands in

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

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

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

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

SUBSTATIONS

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

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

COMPOSITE - TRANSMISSION LINES/SUBSTATIONS

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

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

GAS CONSUMPTION

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

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

LEVEL OF ES| SERVICE

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

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

EGSI TTC Cost Case ‘ 3B-108 2960




Exhibit CEB-4H
2005 TTC Cost Case
Page 109 of 141

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 ES| employees.

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

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

COAL CONSUMPTION

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

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

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

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

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

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

Based on non-nuclear insurance premiums.

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

Based on the number of asset locations at period end.

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

CAPITAL EXPENDITURE AUTHORIZATIONS (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 project costing
accounting function.

TOTAL ASSETS
Based on total assets at period end.

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

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

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

SERVER AND MAINFRAME USAGE COMPOSITE

Based on the use of historical expenditures.

Used primarily for the allocation of costs associated with mainframe, unix servers
and related database administration.
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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 assoclated with the management
support of the Entergy System’s strategy for and transition to competition.

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

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

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

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

NUCLEAR UNITS

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

Used primarily to allocate nuclear fuel-related services.

NUCLEAR SITES

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

Used to allocate miscellaneous nuclear-related services.
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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 Spending)

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

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

SUPPLY CHAIN - Inventory Management Fossil, 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 Abcess
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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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, ]988, January 28, 1991, January 1. 1992, January 1, 1996, January
1,1998, January 1, 1999, June 22, 1999, July 1, 1999, January 1, 2000, January 1. 2001
and_Aprijl 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 January 1,
-2003.

ENTERGY SERVICES, INC.

Senior Vice President and Chief Accounting Officer

ENTERGY ENTERPRISES, INC.

By jf ﬁ- wff) a)-’jz
Tite { Yesideut * CED
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Exhibit E

ALLOCATION FORMULAE FOR
GROUPS OF CLIENT COMPANIES

Exhibit It, Supplement

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

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

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

CUSTOMERS

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

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

EMPLOYEES

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

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

RESPONSIBILITY RATIO

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

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

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

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

SUBSTATIONS

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

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

COMPOSITE - TRANSMISSION LINES/SUBSTATIONS

Based on two components: Transmission Line Miles (30% weighting) and the
Number of High 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 ES| 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 simuitaneously.

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 oompensatlon
plans for ES| employees.

DISTRIBUTION LINE MILES

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

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

COAL CONSUMPTION

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

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

ACCOUNTS PAYABLE TRANSACTIONS

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

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

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

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

Based on non-nuclear insurance premiums.

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

Based on the number of asset locations at period end.

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

CAPITAL EXPENDITURE AUTHORIZATIONS (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 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 setvices 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.

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

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

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

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

NUCLEAR UNITS

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

Used primarily to allocate nuclear fuel-related services.

NUCLEAR SITES

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

Used to allocate miscellaneous nuclear-related services.
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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 Spending)

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

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

SUPPLY CHAIN - Inventory Management Fossil, 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 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 administration and support of
Entergy’s Customer Service Centers.

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

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

TOTAL IT SPEND
Based on the total dollars spent in the Information Technology plan.

Used for the allocation of costs associated with the administration and support of
Entergy’s IT business planning.
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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, January 28, 1991, January 1, 1992, January 1, 1996, January
1, 1998, January 1, 1999, June 22, 1999, July 1, 1999, January 1, 2000, January 1, 2001,
April 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 entered into as
of August 1, 2003,

ENTERGY SERVICES, INC.

By ﬂm“__i_-.za?&
Senior Vice President and Chief Accounting Officer

Title FReSidaRIT
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Exhibit E

ALLOCATION FORMULAE FOR
GROUPS OF CLIENT COMPANIES

Exhibit I, Supplement

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

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

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

CUSTOMERS

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

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

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

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

RESPONSIBILITY RATIO

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

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

- 6
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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 <
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 assoclated with substation construction.

COMPOSITE - TRANSMISSION LINES/SUBSTATIONS

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

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

GAS CONSUMPTION

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

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

LEVEL OF ES| SERVICE

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

Used for the allocation of costs associated with support of 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 simuitaneously.

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

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

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

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

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

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

Based on non-nuclear insurance premiums.
Used for the allocation of costs associated with risk management.

ASSET LOCATIONS

Based on the number of asset locations at period end.

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

CAPITAL EXPENDITURE AUTHORIZATIONS (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 project costing
accounting function.

TOTAL ASSETS
Based on total assets at period end.

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

BANK ACCOUNTS

Based on the number of bank accounts at period end.

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

SERVER AND MAINFRAME USAGE COMPOSITE
Based on the use of historical expenditures.

- Used primarily for the allocation of costs associated with mainframe, unix servers
and related database administration.
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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,
govermment, and municipal general business of gas and/or electric customers.

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

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

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

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

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

NUCLEAR UNITS

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

Used primarily to allocate nuclear fuel-related services.

NUCLEAR SITES

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

Used to allocate miscellaneous nuclear-related services.
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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 Spending)

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

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

SUPPLY CHAIN - Inventory Management Fossil, Transmisslon &
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 casts 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 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 administration and support of
Entergy’s Customer Service Centers.

RADIO USAGE
Based on usage of Entergy’s 2-way radio system.
Used for the allocation of costs associated with the administration and support of

Entergy’'s 2-way radio system.

TOTAL IT SPEND

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

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

SUPPLY CHAIN MATERIALS TRANSACTIONS

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

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

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

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

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

SECTION 263A TAX BENEFITS

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

Used for the allocation of costs associated with tax administration, planning, and
support related to Section 263A tax benefits.
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Amendment To
Service Agreement

The parties hereto do hereby stipulate and agree to that the SERVICE AGREEMENT
entered into by and between them under date of January 24, 1984, and as heretofore
amended on August 1, 1988, January 28, 1991, January 1, 1992, January 1. 1996, January
1. 1998, Japuary 1, 1999, June 22, 1999, July 1, 1999, Januaty 1, 2000, January 1, 2001,
April 1, 2002, January 1, 2003 and August 1, 2003 be and the same hereby is further
( amended by substituting for the Supplement to Exhibit II to the SERVICE
AGREEMENT, the attached revised Supplement to Exhibit Il. This Amendment is made
and entered into as of March 1, 2004.

ENTERGY SERVICES, INC.

By,
Senior Vice Prgsident and Chief Accounting Officer

ENTERGY ENTE ES, INC.
!
By .

N’

Title PR eseden 7
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ALLOCATION FORMULAE FOR
GROUPS OF CLIENT COMPANIES

Exhibit I, Supplement

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

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,
govemnment, 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,
econamic forecasts, environmental services, financial and regulatory analyses
and customer information systems.

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

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

RESPONSIBILITY RATIO

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

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

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

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

SUBSTATIONS

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

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

COMPOSITE - TRANSMISSION LINES/SUBSTATIONS

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

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

GAS CONSUMPTION

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

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

LEVEL OF ES| SERVICE

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

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

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

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

LABOR DOLLARS BILLED

Based on total labor dollars billed to each company.

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

DISTRIBUTION LINE MILES

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

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

COAL CONSUMPTION

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

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

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

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

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

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

Based on non-nuclear insurance premiums.

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

Based on the number of asset locations at period end.

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

CAPITAL EXPENDITURE AUTHORIZATIONS

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

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

TOTAL ASSETS
Based on total assets at period end.

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

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

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

SERVER AND MAINFRAME USAGE COMPOSITE

Based on the use of historical expenditures.

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

Used to allocate 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 five-year annual average of the property and liability losses paid by
the system companies.

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

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

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

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

SUPPLY CHAIN - inventory Management Fossll, Transmission &
Distribution vlssues, Transfors & 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 doliars for the Transformer, Meter, and Light Shops.

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

DISTRIBUTION SUBSTATIONS TRANSFORMERS

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

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

REMOTE ACCESS SERVICES (RAS) ID's
Based on the number of RAS ID's within each Legal Entity at period end.

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

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

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

MANAGED ACCOUNTS
Based on the number of industrial and commercial managed accounts.

Used for the allocation of costs associated with the maintenance of Entergy's
industrial and commercial customer accounts.
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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 administration and support of
Entergy’s Customer Service Centers.

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

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

TOTAL IT SPEND
Based on the total dollars spent in the Information Technology plan.

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

SUPPLY CHAIN MATERIALS TRANSACTIONS

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

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

AVERAGE NUMBER OF CAPITAL EXPENDITURE AUTHORIZATION

PROJECTS FOR INFORMATION TECHNOLOGY, CUSTOMER SERVICE,
DISTRIBUTION AND TRANSMISSION

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

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

SECTION 263A TAX BENEFITS

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

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

EGSITTC Cost Case 3B-140

2992



Exhibit CEB-4H
2005 TTC Cost Case
Page 141 of 141

OPEN WORKERS’ COMPENSATION CLAIMS
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.
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UNITED STATES _
SECURITIES AND EXCHANGE COMMISSIOM
WASHINGTON. D.C. 20549

. ormice or
PUBLIC UTILITY REGULATION

November 29, 2001

Mr. Nathan Langston

Vice President and Chief Accounting Officer
Entergy Corporation

639 Loyola Avenue

New Orleans, La. 70113

Re: Examination of Entergy Corporation (“Entergy” or “Parent”), Entergy Services, Inc.
(“ESI™), Entergy Enterprises (“EEI”), and Entergy Power (“EPI”)

Dear Mr. Langston:

The Office of Public Utility Regulation (“Examination Staff”) within the Division of
Investment Management, has completed an audit-examination of the books, records, accounts,
billing procedures, and methods of allocation of ESI, the service company subsidiary of Entergy,
a registered holding company under the Public Utility Holding Company Act (“Act”). The
examination was conducted under sections 13(b), 15(f) and Rules 90, 91, 93, and 94 of the Act.
The Examination Staff also examined the Entergy tax allocation agreement and procedures to
determine compliance with the requirements of section 12 and rule 45(c) of the Act. The
Examination Staff also examined specific issues involving the Parent, ESI, EEI and EPL

The examination included an evaluation of the overall accounting system of ESI, types of
services rendered by ESI to associate companies, at cost requirements for service transactions by
ESI, internal controls for monitoring such services, and the methods of allocation for costs
associated with such services. The examination also included an evaluation of ESI’s accounting
systems for capturing its costs, and compliance with the Uniform System of Accounts for Mutual
and Subsidiary Service Companies, 17 C.F.R. Section 256 (“USA” or System of Accounts”). "~
The Examination Staff reviewed selected audit reports produced by ESI's Internal Audit
Department (“IAD"). The Audit Staff examined certain financial and operational information for
the Parent, ESI, EEI and EPL

We have concluded, based on the Advanced Data Request Audit Scope Items in letters
dated August 1, 2001 and September 10, 2001 except as identified in the Findings and Actions
Required, that the Parent, ESI, EEL and EP] are in compliance with Sections 13(b), 15(f), and
Rules 90, 91, 93, and 94 of the Act. The Entergy system is not in compliance with Rule 45(c) of
the Act as noted in recommendation five. Entergy presented information to the Staff on corporate
govemance departments for 2000 showing approximately 28.13% of the costs of these
departments were charged to shareholders (includes charges to Parent and non-utility companies).
In Items 10, 11, 12, 13, 14, 15, and 16 below, we are citing specific costs where the Staff believes
a more appropriate amount of the costs should be bome by the Parent. Entergy has also made the
statement that an arbitrary allocation to the pareat in addition to the allocation to their non-
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regulated affiliates could result in corporate governance sharcholder allocations of close fo 50%.
Please provide more details on how you arrived at this “50%” number.

We would like a response to the Examination Staff’s Findings and Actions Required by
Friday, January 4, 2002. We would like to express our appreciation to the accounting and legal
staff at Entergy, particularly Lee Canova and Lee Bamett and their affiliate billing team, for their
cooperation through the audit. All questions conceming the audit should be directed to my
attention at (202) 942-0543 or David E. Marsh at (202) 942-0558.

Sincerely,

Q Py

) Robert P. Wason
: Chief Financial Analyst

LiCciLeg Canpvas
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Findings and Actions Required
1. Findings (Item 3)

The fimction of ENPAC is to help elect qualified federal, state and local
candidates whose views and voting record reflect the interest of Entergy and its
employees. The types of activities to be performed for ENPAC are general in nature and
include attending PAC committee and board meetings, conferences and training,
organizing membership drives and campaigns, and preparing federal reports on related
issues.

Time and expenses incurred for the support of Entergy’s Political Committee
(ENPAC) are tracked using project code ZLEPAC. Charges are recorded to this project
code for activities as they relate to and are in support of the regulated utility industry.
Distribution of the funds is controlled by an independent group of Entergy non-
management employees. The services provided by ESI are allocated based upon billing
method 35, which is the average number of electric customers in each regulated
Junsdxctlon These charges are booked to FERC account 4265, which is below the line.

Total billings are $133, 536.74. The operating companies, including Entergy
Arkansas Inc., Entergy Gulf States Inc., Entergy Louisiana, Entergy Mississippi Inc., and
Entergy New Orleans were directly billed.

To further clarify whether regulated or non-regulated entities benefit, Entergy
staff was specifically asked the question whether ENPAC ever advocates or addresses
non-regulated entities’ initiatives, policies, or any political activities that would impact
non-regulated entities. Entergy staff responded that they make political contributions to
candidates whose views and voting reflects the interests of Entergy and its employees as
a whole.

Action Required

Entergy’s PAC are nonspecific to the regulated entities, but benefit the
Entergy system and employees as a whole. PACs are formed at all levels of
government: federal, state, and local. Entergy also explicitly states the activities are
general in nature. Therefore, the Examination Staff believes that the method used
to allocate costs incurred (Billing Method 35) does not result in a fair and equitable
allocation of costs to Entergy Corporation. It is the Examination Staff’s position
that ESI establish, by December 21, 2001, an allocation methodology to charge a fair
amount of these expenditures to the Parent and non-utility subsidiaries.

2. Findings (Item 4)

This data request concerned the allocation of lobbying, consulting, and political -
action expenditures. These costs are allocated using billing method #21, which spreads
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costs to the utilities only on the basis of each company’s average number of electric and
gas customers. For the test period, $2,953,908 was allocated in 1999; $4,824,297 was
allocated in 2000 and $1,974,311 was allocated for the first six months of 2001,

The resource descriptions includes the following general categories:

1. Business meals and entertainment.

2. Car mileage, auto rental and other transportation.
3. Lodging. )

4. Country club dues.

5.Phone and other telecommunications costs.

6. Payroll and benefits.

Action Required

As the costs for these types of activities continue to rise, the staff has
concluded that we should take a fresh look at the entire area to accommodate
changes in the industry, including the effects of deregulation and diversification and
other regulatory effects. The object will be to undertake a review of the systems’
lobbying and political action activities to identify the beneficiaries of these activities
to determine if direct charging procedures are being used appropriately and if
current allocation methods still apply. Done properly, we would expect to see more
direct billing and adjustments to existing, or the addition of new, allocation
methodologies.

As mentioned, the method for charging or allocating these costs is controlled -

by the identity of the beneficiary of the expenditure. Costs incurred to influence

* federal or state legislation, for instance, may benefit the holding company itself, the
entire system, the utility subsidiaries or the nonutility subsidiaries as separate
groups or any of them individually. Depending on the circumstances, costs
benefiting particular companies should be charged directly and those benefiting
utilities should be allocated using billing method 21. Expenditures on behalf of
nonutility companies should allocate costs only among those companies on some
rational basis. Expenditures benefiting all companies on the system should be
allocated on a basis suggested by Entergy Services, Inc. that fairly and equitably
allocates costs to all companies, including the Parent.

The approach to this review should be global. It can no longer be assumed
that holding companies and nonutility businesses do not benefit from these
activities. Given the frequent changes at federal, state, and local levels to labor, tax,
environmental and employment laws, by way of example, it can be projected that a
substantial portion of these costs will affect particular parts of or the entire system.

The Examination Staff would like Entergy to undertake a study as discussed
above and report the findings to the Staff. ‘
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