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needs and are not duplicated by the services provided by the CAO
Organization. Because ETI does not have a separate accounting group,
ETI does not duplicate these services. Further, because ESI provides
these same services to other Entergy affiliates, ETI receives the benefit of
economies of scale. In addition, centralization enables greater
specialization in services that might not be possible to the same extent if

the services were provided separately by ETI or outside providers.

E. Planning & Financial Communications Group

PLEASE DESCRIBE IN MORE DETAIL THE PLANNING & FINANCIAL
COMMUNICATIONS GROUP WITHIN THE FINANCIAL SERVICES
CLASS.

The Planning & Financial Communications group within the Financial
Services Class provides services that support ongoing planning
requirements for the Entergy Companies and other financial analysis and

decision support services.

1. Necessity
PLEASE DESCRIBE THE PLANNING & FINANCIAL

COMMUNICATIONS GROUP WORKFORCE.
The departments included within the Planning & Financial
Communications group employ accounting and finance professionals,

many with professional certifications, e.g. Certified Public Accountant and
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Chartered Financial Analyst, and/or advanced degrees, e.g. Master of
Business Administration. In addition, these employees possess significant

utility industry experience.

PLEASE DESCRIBE THE MISSION AND ACTIVITIES OF THE
PLANNING & FINANCIAL COMMUNICATIONS GROUP.

The Planning & Financial Communications group is comprised of five
departments: (1) VP, Planning & Financial Communications (Dept
FNN43); (2) Corporate Planning & Performance (Dept FN242);
(3) Strategic Planning & Investment Risk Assessment (Dept FN226);
(4) Commercial Analytics (Dept FNSPT); and (5) Investor Relations
(FN212).

VP, Planning & Financial Communications department provides
direction and oversight for the group.

Corporate Planning & Performance operates and maintains utility
financial models, organizes and administers the corporate and utility
financial planning schedule, develops the utility financial plan, and
consolidates the corporate financial plan. It reviews the financial
performance of Entergy operating units, develops year-end earnings
estimates, responds to regulatory requests, and provides analysis on
financial matters. It also routinely interfaces with the Corporate Finance
department regarding financing activity and credit rating agency

communication and with the Strategic Planning & Investment Risk
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Assessment department in defining timelines for management review of
investments and plans.

Strategic Planning & Investment Risk Assessment provides
strategic planning advisory services, valuation and decision support for
Entergy’s business units and senior management, and coordinates the
investment approval process. Strategic Planning & Investment Risk
Assessment also oversees the ongoing review of Entergy's portfolio of
assets and business activities as well as the integration of development
activities across various business development groups in or associated
with the Entergy Companies.

Commercial Analytics develops and maintains the analytical
frameworks and methodologies that integrate various aspects of reliability
needs, reliability standards, economics, market structures and protocols,
environmental and commodities considerations to forecast commodity
pricing and to determine transmission impacts on power prices and
regional reliability needs and potential solutions in the regulated service
area. It also reviews, validates and identifies risks associated with the
technical and economical solutions of transmission investment projects in
the regulated service area and evaluates new technologies relevant to the
electric industry.

Investor Relations is responsible for the timely communication of
information pertinent to an investment in Entergy and its affiliates to

members of the financial community. Investor Relations is responsible for
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the activities that focus on the institutional investors holding the majority of
Entergy Corporation’s common stock, as well as interfacing with investors
who hold the bonds and preferred stock issued by Entergy’'s utility
subsidiaries. Investor Relations is the primary interface with Wall Street
analysts and current and potential investors, and routinely communicates
with them on a wide range of financial, strategic, and market issues.
Primary products or deliverables from Investor Relations include quarterly
earnings releases, presentations, analyst meetings, Entergy Corporation’s

annual report to shareholders and investor guide/statistical supplement.

ARE THE SERVICES PROVIDED BY THE PLANNING & FINANCIAL
COMMUNICATIONS GROUP NECESSARY TO PROVIDE ADEQUATE
AND RELIABLE SERVICE TO ETI'S CUSTOMERS?

Yes, the Planning & Financial Communications group is necessary for the
proper functioning of ETI and the provision of electric service to ETI
customers. This group’s products and services provide senior
management and the jurisdictional presidents with information to make
informed business decisions. In addition, products of the Planning &
Financial Communications group are used to comply with requests for
information from regulatory agencies, credit rating agencies, lending
institutions, and the external investment community. Without this
information, management would not be able to appropriately weigh the

benefits or consequences of business decisions and the potential financial
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implications that could limit access to the financial markets, potentially

damaging the financial health of ETI to the detriment of its customers.

2. Reasonableness

IS THE COST OF THE PLANNING & FINANCIAL COMMUNICATIONS
GROUP REASONABLE?

Yes. As with the aforementioned groups, the cost control processes and
cost and staffing trends | previously provided support the reasonableness
of these costs. While certain financial analysis is performed in the
Controller Services group, only the Planning & Financial Communications
group provides these services at the Entergy consolidated level. The
Planning & Financial Communications group relies on the analysis
performed in the Controller Services group to develop the products
required for senior management. Accordingly, ETl does not duplicate
these services. Further, by virtue of the fact that ESI provides these same
services to other Entergy affiliates, ETI receives the benefit of economies
of scale. In addition, centralization enables greater specialization in
services that might not be possible to the same extent if the services were

provided separately by ETI or outside providers.
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F. Internal Audit Services Group

PLEASE DESCRIBE IN MORE DETAIL THE INTERNAL AUDIT
SERVICES GROUP WITHIN THE FINANCIAL SERVICES CLASS.

The Internal Audit Services group within the Financial Services Class
provides financial, operational, and information systems audits. In
addition to audits, this group provides management with other services,
such as project governance reviews, risk assessments, controls consulting

services, fraud investigations, and due diligence assistance.

1. Necessity
PLEASE DESCRIBE THE INTERNAL AUDIT SERVICES GROUP

WORKFORCE.

Internal Audit services are performed by employees who are accounting
professionals, many with professional certifications (e.g. Certified Public
Accountant, Certified Internal Auditor, Certified Information Systems
Auditor) and/or advanced degrees (e.g. Master of Business
Administration). In addition, these employees possess business and

operational experience in the utility industry.

PLEASE DESCRIBE THE MISSION AND ACTIVITIES OF THE
INTERNAL AUDIT SERVICES GROUP.
Internal Audit (Dept RA2IA) bases its conduct on the International

Standards for the Professional Practice of Internal Auditing, which are
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created and maintained by the Institute of Internal Auditors, the governing
body for internal auditors in the United States. Internal Audit serves as an
independent appraisal function within the Entergy Companies for the
purpose of assisting senior management in the effective discharge of their
responsibilities by furnishing them with analyses, appraisals,
recommendations, and opinions concerning internal controls. The
Sarbanes-Oxley Act requires public companies of all sizes to report
annually on internal controls over financial reporting. On all audits,
Internal Audit tests and renders an opinion on the adequacy of controls.
The testing of and recommendations regarding controls by Internal Audit
ensures compliance with Sarbanes-Oxley and reduces the scope of work
of the Entergy Companies’ external auditor (Deloitte & Touche) in

reviewing and rendering an opinion on internal controls.

ARE THE SERVICES PROVIDED BY THE INTERNAL AUDIT SERVICES
GROUP NECESSARY TO PROVIDE ADEQUATE AND RELIABLE
SERVICE TO ETI'S CUSTOMERS?

Yes. Internal Audit services are necessary for the efficient and effective
operation of Entergy and its affiliates, including ETI. Internal Audit
provides a necessary independent appraisal function to ensure
compliance with regulations such as Sarbanes-Oxley. In addition, Internal

Audit provides services that strengthen the efficiency and effectiveness of
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Entergy’s operations and safeguard its assets. Ultimately, these activities

benefit ETI’s customers through better service at lower costs.

ARE ANY OF THE SERVICES PROVIDED BY THE INTERNAL AUDIT
SERVICES GROUP REQUIRED BY LAW OR OTHER EXTERNAL
SOURCES?

Yes. The New York Stock Exchange requires that each listed company

have an internal audit function.

2. Reasonableness

IS THE COST OF THE INTERNAL AUDIT SERVICES GROUP
REASONABLE?

Yes. As is the case with the preceding groups, the cost control processes
and cost and staffing trends | previously provided support the
reasonableness of these costs. Because ETI does not have a separate
internal audit group, ETI does not duplicate these services. Internal Audit
provides the services | have described for all of Entergy’s affiliates, and
there is no overlap or duplication of Internal Audit’s services within the
business units. External consultants may be hired on a case-by-case
basis, but their services are confined to the special projects for which they
are hired and are separate and distinct from the work performed by
Internal Audit. Internal Audit's management holds periodic meetings with

the management of the external auditor to review respective audit plans
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and prevent duplication. Further, because ESI provides these same
services to other Entergy affiliates, ETI receives the benefit of economies
of scale. In addition, centralization enables greater specialization in
services that might not be possible to the same extent if the services were

provided separately by ETI or outside providers.

PLEASE SUMMARIZE YOUR CONCLUSIONS REGARDING THE
REASONABLENESS OF COSTS ASSOCIATED WITH THE FINANCIAL
SERVICES CLASS AS A WHOLE.

When | consider the facts that: (1) ESI’s Financial Services Class has
reasonable historical cost and staffing trends; (2)cost control and
monitoring procedures are in place to ensure that the costs related to
Financial Services Class are controlled; (3)the use of process
improvements has helped to control costs; and (4) ESI employee
compensation and benefits are reasonable, as explained by Company
witness Raeder, | conclude that the costs of the Financial Services Class

are reasonable.
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G. Price Charged to ETI

HOW ARE THE COéTS OF THE FINANCIAL SERVICES CLASS BILLED
TO ETI?

Exhibit DSD-B shows all of the costs included in this class, broken down
by project code, and shows the billing method associated with each

project code.

WERE ANY AMOUNTS BILLED DIRECTLY, AND IF SO, WHY?

Yes. In the Test Year, ESI directly billed $663,673 or 17% of the services
associated with the Financial Services Class. Direct billing for these
services was appropriate because services were performed exclusively for
ETI.  For example, Project Code F3PPF2235T, EGS-TX Financial
Planning, captures and manages costs associated with the preparation
and analysis of projections for ETI financial performance and providing
information to management for use in decision-making. It is appropriate
that these and other project costs included in Exhibit DSD-B are billed
directly to ETI using the “DIRECTTX” billing method because only ETI

benefits from these services.

DOES ESI ALLOCATE A PORTION OF THE COSTS OF THIS CLASS
TO ETI?
Yes, however, only costs incurred that benefit more than one of the

Entergy Companies are billed to these companies through an allocation.
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ON WHAT BASIS ARE COSTS IN THIS CLASS ALLOCATED?

Each class is made up of services and related costs captured in one or
more project codes. As Company witness Tumminello explains, only one
allocation method is assigned to each project code. Several departments
may charge to a single project code, but the allocation method for that
project code remains the same. An allocation method is selected based
on cost causation. | will provide examples of this later in my testimony.
This practice ensures that each affiliate is charged the same price (that is,
its appropriate allocated share of the actual cost of the service). Through
this process, the prices charged to ETI for the services are not higher than
the prices charged other affiliates for the same or similar services and

represent the actual cost of the services.

WHAT ARE THE PREDOMINANT BILLING METHODS USED FOR THIS
CLASS OF SERVICES?

For this class of services, the following combination of billing methods
account for 90% of the Total ETI Adjusted amount associated with this

class of services:

ASSTSALL 22%
DIRECTTX 17%
CUSEOPCO 9%
GENLEDAL 9%
TRSBLNOP 7%
CUSTEGOP 7%
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CAPAOPCO 4%
APTRNALL 4%
ARTRNALL 3%
LVLSVCAL 3%
PRCHKALL 3%
EMPLOYAL 2%
Total 90%

I previously discussed amounts billed directly to ETI using billing method
DIRECTTX. | discuss the other predominant billing methods in detail

below.

WHY WAS ALLOCATION METHOD ASSTSALL, TOTAL ASSETS,
APPROPRIATE TO USE FOR THE PROJECT CODES TO WHICH IT IS
ASSIGNED?

For the project codes assigned allocation method ASSTSALL, the. cost
driver is the value of each legal entity’'s assets. For example, Project
Code F3PCF20990, Operations Exec. VP & CFO, captures costs
associated with the operations of the Chief Financial Officer as head of all
of the financial activities for all Entergy System Companies. Specifically, a
key role of the CFO is strategic input affecting the financing of investments
in, and returns on, assets. This office further provides oversight of the

assets of all of the operating companies. Thus, the allocation method
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ASSTSALL appropriately reflects the cost causative factor of providing

these services.

WHY WAS ALLOCATION METHOD CUSEOPCO, ELECTRIC
CUSTOMERS, APPROPRIATE TO USE FOR THE PROJECT CODES
TO WHICH IT IS ASSIGNED?

For the project codes assigned allocation method CUSEOPCO, the cost
driver is the number of eléctric customers. For example, Project Code
F3PCR53291, ESI Remittance Processing, captures costs associated with
mail and electronic payments for electric and gas service. As most
customers with both electric and gas service provided by an Entergy
Operating Company receive a single invoice, the number of remittances
processed is directly related to the number of electric customers served by
each of the operating companies. Thus, the allocation method

CUSEOPCO appropriately reflects the cost causative factor of providing

these services.

WHY WAS ALLOCATION METHOD GENLEDAL, GENERAL LEDGER
TRANSACTIONS, APPROPRIATE TO USE FOR THE PROJECT CODES
TO WHICH IT IS ASSIGNED?

For the project codes assigned allocation method GENLEDAL, the cost
driver is the number of general ledger transactions. For example, Project

Code F3PCF23967, Business Event Processing - All Companies,
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captures costs related to processing financial transactions through source
systems and preparing and processing journal entries, when such
processing activities are performed for the benefit of all Entergy
Companies and are not related to one specific legal entity. Thus, the
allocation method GENLEDAL appropriately reflects the cost causative

factor of providing these services.

WHY WAS ALLOCATION METHOD TRSBLNOP, TRANSMISSION LINE
MILES/SUBSTATION, APPROPRIATE TO USE FOR THE PROJECT
CODES TO WHICH IT IS ASSIGNED?

For the project codes assigned allocation method TRSBLNOP, the cost
driver is overall operations of the Transmission function, which is
principally a factor of transmission and substation components.
Allocations under this method are based on a composite of transmission
line miles (30% weighting) and the number of high voitage substations
(70% weighting). For example, Project Code F3PCTTDS38, Transmission
O&M Mgmt/Support - ESI, when charged by the Financial Services Class,
captures costs of financial support provided to the overall Transmission
function. Thus, the allocation method TRSBLNOP appropriately reflects

the cost causative factor for providing these services.
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WHY WAS ALLOCATION METHOD CUSTEGOP, ELECTRIC & GAS
CUSTOMERS, APPROPRIATE TO USE FOR THE PROJECT CODES
TO WHICH IT IS ASSIGNED?

For the project codes assigned allocation method CUSTEGOP, the cost
driver is the number of electric and gas customers served. For example,
Project Code F3PCF07300, Corporate Planning & Analysis - Regulated,
captures costs associated with performing planning and analytical
activities that benefit the regulated companies, but which are not
separately attributable to a specific company. The size of the customer
base directly influences the complexity associated with a legal entity and
the effort required to perform services for that legal entity. Thus, the
allocation method CUSTEGOP appropriately reflects the cost causative

factor for providing these services.

WHY WAS ALLOCATION METHOD CAPAOPCO, SYSTEM CAPACITY,
APPROPRIATE TO USE FOR THE PROJECT CODE TO WHICH IT IS
ASSIGNED?

For the project codes assigned allocation method CAPAOPCO, the cost
driver is the relative non-nuclear capacity among the EOCs. For example,
Project Code F3PCW36535, Dir. Financial Operations Controls, captures
the cost of financial support provided to the Fossil Generation function.
Capacity is a strong indicator of the relative size, complexity, and staffing

levels of each power plant as well as the need for the services provided
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under this project code. Thus, the allocation method CAPAOPCO
appropriately reflects the cost causative factor for providing these

services.

WHY WAS ALLOCATION METHOD APTRNALL, ACCOUNTS PAYABLE
TRANSACTIONS, APPROPRIATE TO USE FOR THE PROJECT CODES
TO WHICH IT IS ASSIGNED?

For the project codes assigned allocation method APTRNALL, the cost
driver is the number of accounts payable transactions processed for each
legal entity. For example, Project Code F3PCF23425, Accounts Payable
Processing, captures costs associated with the processing of payables.
The number of accounts payable transactions drives the costs for each
legal entity and appropriately reflects the cost causative factor for
providing these services. Thus, the allocation method APTRNALL
appropriately reflects the cost causative factor for providing these

services.

WHY WAS ALLOCATION METHOD ARTRNALL, ACCOUNTS
RECEIVABLE INVOICES, APPROPRIATE TO USE FOR THE PROJECT
CODE TO WHICH IT IS ASSIGNED?

For the project codes assigned allocation method ARTRNALL, the cost
driver is the number of invoices generated by accounts receivable for each

legal entity. For example, Project Code F3PCF23931, Misc. Accounts
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Receivable PeopleSoft Billing, captures the cost of periodic billing services
related to financial and operational activities. Thus, the use of the
allocation method ARTRNALL reflects appropriate cost causation

principles.

WHY WAS ALLOCATION METHOD LVLSCAL, ESI SERVICE LEVEL,
APPROPRIATE TO USE FOR THE PROJECT CODES TO WHICH IT IS
ASSIGNED?

For the project codes assigned allocation method LVLSCAL, the costs are
driven by the level of ESI services for each legal entity. For example,
Project Code F3PCF23033, General Accounting — ESI, captures costs
associated with performing general accounting functions for the legal
entity ESI. The costs of ESI's general accounting functions are driven by
the need for ESI to provide services to other Entergy affiliates and this
allocation method allocates those costs based on the level of service
provided to those affiliates. Thus, the use of the billing method LVLSCAL

appropriately reflects the cost causative factor of providing these services.

WHY WAS ALLOCATION METHOD PRCHKALL, PAYROLL CHECKS
ISSUED, APPROPRIATE TO USE FOR THE PROJECT CODES TO
WHICH IT IS ASSIGNED?

For the project codes assigned allocation method PRCHKALL, the cost

driver is the number of payroll checks issued for each legal entity. For
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example, Project Code F3PCF23442, Payroll Processing, captures costs
associated with the processing of payroll. The cost driver is the number of
paychecks issued to employees working for each legal entity. Thus, the
allocation method PRCHKALL appropriately reflects the cost causative

factor related to providing these services.

WHY WAS ALLOCATION METHOD EMPLOYAL APPROPRIATE TO
USE FOR THE PROJECT CODES TO WHICH IT IS ASSIGNED?

For the project codes assigned allocation method EMPLOYAL, the cost
driver is the number of full and part time employees at all Entergy
companies. For example, Project Code F3PCRM1016, Audit: ESI Human
Resources, captures costs related to the audit of the Human Resources
function with respect to controls and compliance with all regulatory
policies, procedures and reporting requirements. The size of the
employee base directly influences the level of effort required to perform
the audit. Thus, the allocation method EMPLOYAL reflects the cost

causative factor for providing these services.
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YOU HAVE ADDRESSED 90% OF THE TOTAL ETI ADJUSTED
AMOUNT FOR THE FINANCIAL SERVICES CLASS. WHY HAVE YOU
NOT SPECIFICALLY ADDRESSED THE REMAINING 10% OF THE
COSTS OF THIS CLASS?

The remaining costs are billed via the use of a number of other project
codes and allocation methods. Given the number of allocation methods,
project codes and relative dollar amounts, | have not gone into detail in
this discussion in an effort to keep the discussion at a manageable level.
However, the project codes and allocation methods used to bill the
remaining 10% of the costs in this class are provided in Exhibit DSD-B,
discussed earlier. A reader may reference this exhibit and then refer to
the specific project code summary contained in an exhibit to the direct
testimony of Company witness Tumminello for a discussion of the
particular allocation method used and the cost drivers for the activities

captured in the particular project code.

HAVE YOU DETERMINED THAT THE COSTS REFLECTED IN THE
REMAINING 10% OF COSTS ASSOCIATED WITH THIS CLASS HAVE
BEEN BILLED APPROPRIATELY?

Yes. A review has been conducted of each of the project codes and the
associated billing methods used to bill the remaining 10% of the costs of
this class. The billing method used to bill the costs assigned to each

project code is consistent with and reflects the cost drivers of the services
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captured in each respective project code. Therefore, the costs charged to
ETI reasonably reflect the costs of the services received by ETI and are
no higher than the costs charged to other affiliates for the same or similar

types of services.

IV. CONCLUSION

WHAT IS YOUR OVERALL CONCLUSION?

Based upon the evidence presented in this filing, | conclude that the
services provided by ESI's Financial Services Class are necessary for ETI
to operate as a utility and that the costs are reasonable. These products
and services are delivered to ETI at a price no greater than that charged
to Entergy’s other affiliates and represent the actual costs of the services.
In addition, these services are not duplicated within ETI or any other ESI

organization.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, at this time.
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