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Operating Companies taking services under proposed Rate Schedule Nos. 435-A and
435-B reflect a continuation of the status quo reflected in the existing Rate Schedule

No. 435. Under Rate Schedule Nos. 435-A and 435-B, Entergy Services will directly
allocate costs for any service provided to an individual Operating Company; it will also
allocate the costs of any shared service in a manner consistent with Rate Schedule

No. 435. The allocation to Entergy Arkansas of Entergy Services’ costs of providing
services under proposed Rate Schedule Nos. 435-C and 435-D reflects the status quo
reflected in the existing Rate Schedule No. 435 and the fact that Entergy Arkansas will be
the only customer taking services under Rate Schedules 435-C and 435-D and, therefore,
should be the only party responsible for those costs (i.e., it does not share any services
with other Operating Companies, so there is no need for provisions for allocating the
costs of shared services between Entergy Arkansas and the other Operating Companies).

61. New Orleans and the Louisiana Commission both assert that Entergy Services
must make several showings that will demonstrate that future costs to the Operating
Companies will not exceed the historical costs under Rate Schedule No. 435. We
disagree. As Entergy Services states, “at cost” rates will vary depending on the services
provided to the Operating Companies in any given year. Therefore, Entergy Services
does not need to provide cost projections or show that costs will remain the same or
decrease under the revised forms of services agreement.

62.  New Orleans and the Louisiana Commission also raise several concerns related to
the allocation of costs related to Entergy Arkansas’ exit from the System Agreement.
First, New Orleans contends that the Commission should allocate all costs from Entergy
Arkansas’ exit from the System Agreement to Entergy Arkansas. We reject this
contention. Rate Schedule No. 435 provides that all the Operating Companies would
share in Entergy Services’ costs of legal and regulatory proceedings under the System
Agreement. As we have noted in the past, Entergy Arkansas’ exit from the System
Agreement was foreseeable under the terms of the System Agreement.'®" Therefore, it is
appropriate for Entergy Services to allocate any shared costs under Rate Schedule No.
435 to Operating Companies that are parties to the System Agreement.

63.  Both New Orleans and the Louisiana Commission question in what way Entergy
Services has reorganized as a result of Entergy Arkansas’ exit from the System
Agreement and the effects these changes may have on cost allocation. As Entergy
Services notes, it has made no changes to its organization in anticipation of Entergy
Arkansas’ exit from the System Agreement. Rather, Entergy Arkansas has undergone
changes so it can engage in generation planning, operations, and dispatch, purchased
power procurement, and operations independently of the other Operating Companies.

10 See System Agreement Withdrawal Order, 129 FERC 4 61,143 at PP 61, 64.
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Entergy Services will continue to provide services to the other Operating Companies
under Rate Schedule Nos. 435-A and 435-B using the same staff and resources it uses
under Rate Schedule No. 435. We find that Rate Schedule Nos. 435-A through 435-D
adequately identify the services that Entergy Services will provide each Operating
Company.

64. New Orleans raises several concerns related to the allocation of costs relating to
legal proceedings under the System Agreement. First, we find that, with one exception,
Entergy Services’ clarifications as to which proceedings will be included in Rate
Schedule No. 435-A adequately addresses New Orleans’ concerns about the allocation of
costs regarding proceedings that are ongoing when Entergy Arkansas exits the System
Agreement. However, we find that Entergy Services did not support the exclusion of
Docket No. ER13-432 from costs associated with ongoing litigation under Rate Schedule
No. 435-A. Entergy Services offered no justification for treating Docket No. ER13-432
differently from other legal expenses arising from ongoing proceedings under the System
Agreement. Accordingly, Entergy Services must treat any expenses arising out of Docket
No. ER13-432 as it would any other legal or consulting expenses arising from ongoing
proceedings under the System Agreement when Entergy Arkansas withdraws from the
System Agreement on December 18, 2013.

65. Second, we deny New Orleans’ request that we find that Entergy Arkansas must
share in any costs related to future litigation regarding the System Agreement in which
Entergy Arkansas, the Arkansas Commission or any other Arkansas-affiliated entity is an
active participant. As we stated in the past, the System Agreement provisions only apply
when an Operating Company is a party to the System Agreement.'” Therefore, Entergy
Services should not allocate future litigation costs arising under the System Agreement,
which are not ongoing proceedings, as clarified by Entergy Services, at the time of
Entergy Arkansas’ exit, to an exiting party.

D. State and Local Regulatory Authority

1. Responsive Filings

66. New Orleans states that Entergy Services did not justify removing a local
regulatory approval clause from Rate Schedule Nos. 435-A, 435-B, and 435-C that was
included in Rate Schedule No. 435.'" Entergy Services argues that there is no need for a

102 14 P 62.

193 New Orleans June 14 Protest at 10 (stating that Rate Schedule No. 435

contained the following provision that is no longer contained in the schedules: “This
agreement shall be subject to the approval of any state commission or other regulatory

(continued...)
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provision requiring state and local approval and that any inference that it will fail to
comply with state or local law 1s incorrect. Entergy Services does not contest the
authority of state or local regulatory bodies, but it contends that Rate Schedule Nos. 435-
A, 435-B and 435-C are subject to the Commission’s jurisdiction. Therefore, it omitted
the language from the agreements as unnecessary.'” New Orleans states that the
Commission previously approved the clause in Rate Schedule No. 435 and there has been
no jurisdictional shift that eliminates the need for local regulatory approval. Therefore,
New Orleans states that the Commission should restore the provision because Entergy
Services did not offer a reasonable explanation for removing the clause.'®

67. In its protest to Entergy Services” amended filing, the Louisiana Commission
states that the Commission should clarify that its acceptance or approval of the cost
allocation methods is not preemptive of state jurisdiction. The Louisiana Commission
asserts that the effects of the costs that Entergy Services includes in its allocators or of the
choice of allocator will not be known until after the cost allocations occur and that retail
regulators are better suited to examine the reasonableness of the allocations.

Furthermore, it states that service agreements filed with the Securities and Exchange
Commission were not preemptive of state jurisdiction.'®® The Louisiana Commission
states that if the Commission does not clarify that there is no effect on state jurisdiction, it
should conduct a full hearing on Entergy Services’ proposals, with discovery and the
requirement that the allocators be populated with data from an appropriate test year.'”’

68.  With regard to the Louisiana Commission’s request that the Commission clarify
that its acceptance of the service agreements does not preempt state jurisdiction, Entergy
Services asserts that the scope of state and local regulatory authority is not at issue in this
proceeding and the Commission need not provide the requested clarification.'®®

body whose approval is, by law of said state, a legal prerequisite to the execution and
delivery or the performance of this agreement.”).

™ Entergy Services August 12 Answer at 22.

195 New Orleans August 27 Answer at 7.

196 1 ouisiana Commission November 12 Protest at 3.

7 1d. at 4.

1% Entergy Services November 27 Answer at 8.
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2. Commission Determination

69.  We will not require Entergy Services to add the local regulatory approval clause
that was included in Rate Schedule No. 435 to Rate Schedule Nos. 435-A through 435-D.
The inclusion of a review provision does not determine whether New Orleans or any
other retail regulator must approve the rate schedules. The absence of such a clause does
not preclude review and the clause is not required to make the rate schedules just and
reasonable. Therefore, we deny New Orleans’ request to restore the clause.

70.  With respect to the Louisiana Commission’s request for clarification on
preemption, we do not find it appropriate to opine on possible preemptive issues. As the
Commission stated in the Rate Schedule No. 435 Order, section 1275(b) of the Public
Utility Holding Company Act of 2005'" was intended to vest authority in a federal
regulator to help avoid disparate regulatory treatments with respect to service company
cost allocations."'® We also recognize that states play a role in reviewing cost allocations
when they set retail rates and we cannot address preemption issues in a vacuum.
Resolution of the preemption issues involves an analysis of the specific facts and
circumstances surrounding a specific conflict. Since there is currently no conflict
between the requirements of a state or local regulatory body and the Commission’s
determination 1n this proceeding, we do not believe it is appropriate to opine on possible
preemption issues. We also decline to conduct a full hearing on the proposals because, as
explained above, the proposed rate schedules are “at cost” rates and do not require cost
analysis.

E. Request for Clarification

1. Comments

71.  The Arkansas Commission requests that the Commission accept Entergy Services’
amended filing subject to two clarifying revisions.""! First, the Arkansas Commission
requests the insertion of the following language in Rate Schedule No. 435-A section I:
“For the avoidance of doubt, nothing in this Service Agreement shall relate to the

services taken by [Entergy Arkansas] in connection with generation planning and
operational support services under [Entergy Services] Rate Schedule 435-C, and
references in this Agreement to ‘Client Company’ shall not include [Entergy Arkansas] in

1% Energy Policy Act of 2005, Public Law No. 109-58, 119 Stat. 594 (2005).
10 Rate Schedule No. 435 Order, 117 FERC 9 61,288 at P 26.

11 Atkansas Commission November 12 Comment at 4.
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connection with such services.” Second, it requests that “its” be replaced with “EAI’s” in
the second sentence of item 2 of Exhibit I of Rate Schedule 435-D, such that it reads:
“ESI will act as agent for EAI with respect to £A4/’s obligation as a Transmission Planner
or analogous role pursuant to NERC Requirements;” (emphasis added). The Arkansas
Commission states that the clarifications are needed to ensure that no service supplied by
Entergy Services under Rate Schedule No. 435-A or related cost allocations shall include
the planning services Entergy Services will provide under Rate Schedule Nos. 435-C and
435-D.

2. Answer

72.  Entergy Services states that it does not object to the two clarifying revisions
proposed by the Arkansas Commission, and that it will adopt the changes in a compliance
filing within 30 days of an order accepting the proposed Rate Schedules for filing.'*?

3. Commission Determination

73.  We find that the two proposed clarifying revisions to Rate Schedule Nos. 435-A
and 435-D, as agreed to by Entergy Services, are just and reasonable. We accept Entergy
Services’ commitment to file these revisions in a compliance filing within 30 days of this
order.

F. Request for Confirmation of Commission and Court of Appeals
Holdings

1. Supplemental Filing

74.  OnJune 13, 2013, Entergy Services submitted a supplemental filing requesting
that the Commission confirm that prior Commission orders and a related United States
Court of Appeals ruling related to cost recovery apply to the Rate Schedules. Entergy
Services states that under the System Agreement, each party shares in certain system-
wide costs associated with the integrated operation of the system, and that Entergy
Arkansas will not so participate after it leaves the System Agreement. Entergy Services
states that it committed in testimony filed in a proceeding before the Arkansas
Commission to request that the Commission “find [Entergy Arkansas’] use of shared
employees does not, standing alone, provide a basis for reallocating production costs
among the Operating Companies.”'"” Entergy Services also asks the Commission to

"2 Entergy Services November 27 Answer at 9.

"3 Entergy Services Supplemental Filing at 2 (quoting n the Matter of a Show
Cause Order Directed to Entergy Arkansas, Inc,. Regarding its Continued Membership in

(continued...)
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confirm that the holdings in the System Agreement Withdrawal Order and the subsequent
Court of Appeals decision apply to Entergy Services’ recovery of costs under the
proposed rate schedules."™*

2. Commission Determination

75.  We find these requests are outside the scope of this proceeding and therefore deny
them. The instant filing concerns four forms of service agreement under which Entergy
Services provides planning, operational support, administrative, and general support
services to the Operating Companies and not the allocation of production costs under the
System Agreement. A determination that the use of shared employees to provide these
services will not provide a basis for reallocating production costs is not relevant to the
justness and reasonableness of the service agreements proposed here.

The Commission orders:

(A) The Commission accepts Rate Schedule Nos. 435-A, 435-B, 435-C, and
435-D to be effective on December 19, 2013, subject to a compliance filing, as discussed
in the body of this order.

(B)  Entergy Services is directed to file a compliance filing, within 30 days of
the date of this order, as discussed in the body of this order.

By the Commission.

(SEAL)

Nathaniel J. Davis, Sr.,
Deputy Secretary.

the Current Entergy System Agreement, or Any Successor Agreement Thereto, and
Regarding the Future Operation and Control of its Transmission Assets, Docket No. 10-
011-U, Testimony of Hugh T. McDonald at 11-12 (Arkansas Commission August 24,
2012)).

4 1d. at 2-3 (quoting Council of the City of New Orleans v. FERC, 692 F.3d 172,
176-77 (D.C. Cir. 2012); System Agreement Withdrawal Order, 129 FERC 9 61,143 at
P 62; System Agreement Withdrawal Rehearing Order, 134 FERC q 61,075).
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FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, D.C. 20426
OFFICE OF ENERGY MARKET REGULATION

In Reply Refer To:
Entergy Services, Inc.
Docket No. ER15-2633-000

Issued November 4, 2015

Entergy Services, Inc.

101 Constitution Ave., N.W.
Suite 200 East

Washington, DC 20002
Attention:  Michael C. Griffen

Reference: Service Agreements
Dear Mr. Griffen:

On September 9, 2015, Entergy Services, Inc. (Entergy) submitted two proposed
forms of service agreements' (Service Agreements) under which Entergy will continue to
provide certain services to Entergy Mississippi, Inc. (EMI) after EMI’s withdrawal from
the Entergy System Agreement. Pursuant to the authority delegated to the Director of the
Division of Electric Power Regulation — Central, under 18 C.F.R. § 375.307, the
proposed Service Agreements are accepted, to become effective November 8, 2015, as
requested.

Notice of the filing was issued on September 9, 2015, with comments and
interventions due on or before September 30, 2015. No adverse comments were
received. Notices of intervention and unopposed timely filed motions to intervene are
granted pursuant to the operation of Rule 214 of the Commission’s Rules of Practice and
Procedure (18 C.F.R. § 385.214). Any opposed or untimely filed motion to intervene is
governed by the provisions of Rule 214,

This action does not constitute approval of any service, rate, charge, classification,
or any rule, regulation, contract, or practice affecting such rate or service provided for in

! Entergy Services, Inc., FERC FPA Electric Tariff, Fourth Revised Rate Schedule
No. 435, Entergy Services, Inc., Rate Schedule 435-E. 1.0.0 and Entergy Services, Inc..
Rate Schedule 435-F, 1.0.0.
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the filed document(s); nor shall such action be deemed as recognition of any claimed
contractual right or obligation affecting or relating to such service or rate; and such action
1s without prejudice to any findings or orders which have been or may hereafter be made
by the Commission in any proceeding now pending or hereafter instituted by or against
the applicant(s).

This order constitutes final agency action. Requests for rehearing by the
Commission may be filed within 30 days of the date of issuance of this order, pursuant to
18 C.F.R. § 385.713.

Sincerely,

Penny S. Murrell, Director
Division of Electric Power
Regulation — Central
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FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, DC 20426

OFFICE OF ENERGY MARKET REGULATION

In Reply Refer To:
Entergy Louisiana, LLC
Docket No. ER16-635-000

Issued February 18, 2016

Steptoe & Johnson LLP

1330 Connecticut Avenue, NW
Washington, DC 20036
Attention: Jennifer L. Key

Reference:  Sixth Amended Interim Agreement
Dear Ms. Key:

On December 24, 2015, you submitted on behalf of Entergy Services, Inc.,
on behalf of Entergy Louisiana, LLC (Entergy Louisiana), a Sixth Amended
Interim Agreement for Continuation of Transmission Service Arrangements for
Industrial Participant Load between Sam Rayburn Municipal Power Agency and
Entergy Louisiana (Agreement).! Pursuant to the authority delegated to the
Director, Division of Electric Power Regulation — Central, under 18 C.F R.
§375.307, the Agreement is accepted for filing effective January 31, 2016, as
requested.

Notice of the filing was issued on December 24, 2015, with comments,
protests or motions to intervene due on or before January 14, 2016. No adverse
comments were received. Notices of intervention and unopposed timely filed
motions to intervene are granted pursuant to Rule 214 of the Commission’s Rules
of Practice and Procedure (18 C.F.R. §385.214). Any opposed or untimely filed
motion to intervene is governed by the provisions of Rule 214,

! Entergy Louisiana, LLC, FERC FPA Electric Tariff, Other FERC Tariffs -
CBR and MBR, Third Rev, R.S. No. 645, ELL-SRMPA Interim Service
Agreement, 0.0.0.
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This action does not constitute approval of any service, rate, charge,
classification, or any rule, regulation, contract, or practice affecting such rate or
service provided for in the documents; nor shall such action be deemed as
recognition of any claimed contractual right or obligation affecting or relating to
such service or rate; and such action 1s without prejudice to any findings or orders
which have been or may hereafter be made by the Commission in any proceeding
now pending or hereafter instituted by or against the applicant.

This order constitutes final agency action. Requests for rehearing by the
Commission may be filed within 30 days of the date of issuance of this order,
pursuant to 18 C.F.R. § 385.713.

Sincerely,

Penny S. Murrell, Director
Division of Electric Power
Regulation — Central
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FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, D.C. 20426

OFFICE OF ENERGY MARKET REGULATION

In Reply Refer To:
Entergy Services, Inc.
Docket No. ER16-1319-000

Issued: June 21, 2016

Entergy Services, Inc.

101 Constitution Avenue, NW

Suite 200-E

Washington, DC 20001

Attention:  Karis Anne Gong Parnham,

Reference: Notice of Termination
Dear Ms. Parnham:

On March 31, 2016, Entergy Services, Inc. (EST) submitted for filing a Notice of
Termination of the ESI Service Agreement for Generation Planning and Operational
Support Services.! Pursuant to the authority delegated to the Director of the Division of
Electric Power Regulation — Central under 18 C.F.R. § 375.307, the Notice of
Termination is accepted for filing, to become effective August 31, 2016, as requested.

Notice of the filing was issued on April 1, 2016, with comments and interventions
due on or before April 22, 2016. Notices of intervention and unopposed timely filed
motions to intervene are granted pursuant to the operation of Rule 214 of the
Commission’s Rules of Practice and Procedure (18 C.F.R. § 385.214). Any opposed or
untimely filed motion to intervene is governed by the provisions of Rule 214. No adverse
comments were filed.

This action does not constitute approval of any service, rate, charge, classification,
or any rule, regulation, contract, or practice affecting such rate or service provided for in

! Entergy Services, Inc., FERC FPA Electric Tariff, Fourth Revised Rate Schedule
No. 435, Entergy Services, Inc.. Fourth Revised Rate Schedule 435-B. 5.0.0, Entergy
Services, Inc., Exhibit I. Description of Services. 5.0.0, Enterey Services, Inc., Exhibit II.
Cost Allocation. 5.0.0, Entergy Services. Inc.. Exhibit II Supplement. Cost Allocation
Formulae. 5.0.0.
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the filed document(s); nor shall such action be deemed as recognition of any claimed
contractual right or obligation affecting or relating to such service or rate; and such action
1s without prejudice to any findings or orders which have been or may hereafter be made
by the Commission in any proceeding now pending or hereafter instituted by or against
the applicant(s).

This order constitutes final agency action. Requests for rehearing by the
Commission may be filed within 30 days of the date of issuance of this order, pursuant to
Rule 713 of the Commission’s Rules of Practice and Procedure (18 C.F.R. § 385.713).

Sincerely,
Penny S. Murrell, Director

Division of Electric Power
Regulation — Central
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156 FERC g 61,145
FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, D.C. 20426

August 31, 2016

In Reply Refer To:
Entergy Services, Inc.
Docket No. ER16-1316-000

Entergy Services, Inc.

101 Constitution Avenue, NW
Suite 200-E

Washington, DC 20001

Attention: Karis Anne Gong Parnham,
Senior Counsel

Dear Ms. Parnham:

1. On March 31, 2016, Entergy Services, Inc. (Entergy) submitted for filing:

(1) proposed forms of rate schedules 435-G, 435-H, 435-1, 435-J, 435-K, and 435-L,
under which Entergy, a centralized service company, will continue to provide certain
services to Entergy Texas, Inc. (Entergy Texas), Entergy Louisiana, LLC (Entergy
Louisiana), and Entergy New Orleans, Inc. (Entergy New Orleans) following the
termination of the Entergy System Agreement (System Agreement) on August 31, 2016;
and (2) updated forms of rate schedules 435-A, 435-C, 435-D, 435-E, and 435-F, under
which Entergy provides services to certain of its public utility associate companies,
including Entergy Arkansas, Inc. (Entergy Arkansas) and Entergy Mississippi, Inc.
(Entergy Mississippi) (collectively, Form Rate Schedules).? In this order, we accept the
Form Rate Schedules, effective September 1, 2016, as requested.

! On December 29, 2015, the Commission approved a settlement agreement
terminating the Entergy System Agreement effective August 31, 2016. Entergy Ark.,
Inc., 153 FERC 61,347 (2015).

? Entergy Texas, Entergy Louisiana, Entergy New Orleans, Entergy Arkansas, and
Entergy Mississippi are collectively referred to as the Entergy Operating Companies.
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2. Entergy states that it currently provides planning, operational support,
administrative, and general support services to the Entergy Operating Companies
pursuant to service agreements that conform with forms of service agreements on file
with the Commission as Entergy’s current rate schedules 435-A, 435-B, 435-C, 435-D,
435-E, and 435-F.> In the instant filing, Entergy submits for filing proposed forms of
service agreements under which it will, after termination of the System Agreement,
continue to provide support to Entergy Texas, Entergy Louisiana, and Entergy

New Orleans for their generation planning, operations and dispatch, purchased power
procurement, and operations activities (new rate schedules 435-G, 435-1, and 435-K,
respectively) and their transmission planning and reliability obligations (new rate
schedules 435-H, 435-J, and 435-L, respectively). Entergy states that proposed form rate
schedules 435-G, 435-H, 435-1, 435-J, 435-K, and 435-L are modeled on existing rate
schedules 435-C and 435-D, pursuant to which Entergy provides generation-related and
transmission-related services to Entergy Arkansas, and on existing rate schedules 435-E
and 435-F, pursuant to which Entergy provides generation-related and transmission-
related services to Entergy Mississippi.

3. Entergy states that it currently provides generation planning and operational
support services to Entergy Texas, Entergy Louisiana, and Entergy New Orleans pursuant
to service agreements in the form of current rate schedule 435-B. Entergy states that
upon termination of the System Agreement, Entergy will provide these generation-related
services individually to Entergy Texas, Entergy Louisiana, and Entergy New Orleans
pursuant to proposed rate schedules 435-G, 435-1, and 435-K. Concurrent with the
instant filing, Entergy filed a notice of termination of rate schedule 435-B in Docket

No. ER16-1319-000, which was accepted on June 21, 2016.°

4, Furthermore, Entergy states that it currently provides administrative and general
support to the Entergy Operating Companies pursuant to service agreements in the form
of rate schedule 435-A and will continue to do so following the System Agreement’s
termination. Entergy states that it currently provides support for generation planning,
operations and dispatch, purchased power procurement, and operations activities to
Entergy Arkansas and Entergy Mississippi pursuant to rate schedules 435-C and 435-E,
respectively, and support for transmission planning and reliability obligations to Energy
Arkansas and Entergy Mississippi pursuant to rate schedules 435-D and 435-F,

? Entergy Mar. 31, 2016 Transmittal Letter at 3 (Application).
*Id. at 4.

3 Entergy Servs., Inc., Docket No. ER16-1319-000 (June 21, 2016) (delegated
letter order).
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respectively.® Entergy proposes to continue providing these services to Entergy Arkansas
and Entergy Mississippi under the proposed, updated rate schedules 435-C, 435-D,
435-E, and 435-F following the System Agreement’s termination.

5. In the instant filing, Entergy proposes to update and/or remove cross-references to
the System Agreement, rate schedule 435-B, and other Entergy rate schedules and to
make non-substantive edits for consistency among the rate schedules. Entergy states that
these non-substantive updates to rate schedules 435-C, 435-D, 435-E, and 435-F do not
affect the cost allocation provisions of the rate schedules and are consistent with the
language in proposed rate schedules 435-G through 435-L and proposed updated rate
schedule 435-A.7

6. Entergy states that it will recover its costs from Entergy Texas, Entergy Louisiana,
and Entergy New Orleans for providing services under rate schedules 435-G, 435-H,
435-1, 435-J, 435-K, and 435-L on a direct-billing basis, with no mark up.® Entergy
requests that the Commission accept proposed rate schedules 435-G, 435-H, 435-1, 435-],
435-K, and 435-L and the updated proposed rate schedules 435-A, 435-C, 435-D, 435-E,
and 435-F, effective September 1, 2016.

7. Notice of Entergy’s March 31, 2016 filing was published in the Federal Register,
81 Fed. Reg. 20,632 (2016), with interventions and protests due on or before April 21,
2016. Notices of intervention were filed by the Council of the City of New Orleans,
Louisiana and the Public Utility Commission of Texas. A notice of intervention and
request for clarification was filed by the Louisiana Public Service Commission
(Louisiana Commission). Entergy filed an answer. Pursuant to Rule 214 of the
Commission’s Rules of Practice and Procedure, 18 C.F.R. § 385.214 (2015), the

notices of intervention serve to make the entities that filed them parties to this
proceeding.

8. The Louisiana Commission states that the Form Rate Schedules only provide
general information about the allocation of costs to Entergy Louisiana for services to be
provided and that the Louisiana Commission cannot review the justness and
reasonableness of any allocations or allocation methodologies at this time. While it does
not oppose the Form Rate Schedules, the Louisiana Commission requests clarification
that its non-opposition does not preempt or waive its retail ratemaking authority to review

S Application at 5.
71d. at 5.

8 1d at 7-8.
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costs allocated to Entergy Louisiana that are sought to be recovered in Louisiana
Commission-jurisdictional retail rates. The Louisiana Commission also requests
clarification that its retail ratemaking authority over such costs is preserved.’

0. In response, Entergy states that it does not object to the Louisiana Commission’s
requested clarification if this clarification does not modify Entergy’s prior commitments
in this regard or the Commission’s order accepting the original versions of these Form
Rate Schedules.'® Entergy states that the Louisiana Commission raised similar issues in
that proceeding. Entergy notes that the Commission stated in its previous order that it
was unable to opine on preemption issues in the absence of specific facts and
circumstances but that the Commission recognizes “the role of states in reviewing cost
allocations when they set retail rates.” !

10.  We accept Entergy’s Form Rate Schedules effective September 1, 2016, as
requested. With respect to the Louisiana Commission’s request for clarification, we
recognize that retail regulators play a role in reviewing cost allocations when they set
retail rates and we cannot address preemption issues in a vacuum. Resolution of the
preemption issues involves an analysis of the specific facts and circumstances
surrounding a specific conflict. Since there is currently no conflict between the
requirements of a state or local regulatory body and the Commission’s determination in
this proceeding, we do not believe it is appropriate to opine on preemption issues. 2

By direction of the Commission.

Kimberly D. Bose,
Secretary.

? Louisiana Commission Apr. 21, 2016 Request for Clarification at 2.

1% Entergy May 6, 2016 Answer at 2 (citing Entergy Servs., Inc., 117 FERC
9 61,288 (2006) (Entergy)).

" Jd. at 2-3 (citing Entergy, 117 FERC 9 61,288 at P 26).

2 See Entergy Servs., Inc., 145 FERC 61,241, at P 70 (2013).
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FEDERAL ENERGY REGULATORY COMMISSION
WASHINGTON, DC 20426
In Reply Refer To:
Office of Enforcement
Docket No. FA(9-9-000
December 9, 2009
Entergy Corporation
Attention: Lauren G. Kenny
Controller, Utility Operations
639 Loyola Avenue,
New Orleans. LA 70113
Dear Ms. Kenny:
T The Division of Audits within the Office of Enforcement (OE) has completed the

audit of Entergy Corporation (Entergy) and its affiliates, for the period from January 1,
2006 to December 31, 2008, The enclosed audit report explains our audit findings and
recommendations.

2. On October 20, 2009, you notified us that Entergy will not contest our audit
findings and agrees to implement our recommendations. A copy of your verbatim
response is included as an appendix to this report. I hereby approve the recommended
corrective actions. Within 30 days of this letter order, Entergy should submit a plan to
comply with the corrective actions. Entergy should make quarterly filings describing
how and when 1t plans to comply with the corrective actions, including dates it has
completed each corrective action. The filings should be made no later than 30 days after
the end of each calendar quarter, beginning with the first quarter after this audit report is
issued, and continuing until all the corrective actions are completed.

3 The Commission delegated the authority to act on this matter to the Director of OE
under 18 C.F.R. § 375311 (2009). This letter order constitutes final agency action. Your
Company may file a request for rehearing with the Commission within 30 days of the
date of this order under 18 C F.R. § 385.713 (2009).

4. This Jetter order 1s without prejudice to the Commission’s right to require hereafter
any adjustments it may consider proper from additional information that may come to its
attention. In addition, any instance of non-compliance not addressed herein or that may
oceur in the future may also be subject to investigation and appropriate remedies.
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5. I appreciate the courtesies extended to the auditors. If you have any questions,
please contact Mr. Bryan K. Craig, Director, Division of Audits at (202) 502-8741.

Enclosure

Sincerely,

Norman C. Bay
Director
Oftice of Enforcement



Exhibit RMD-10G
2022 Rate Case
Page 3 of 38

Federal Energy Regulatory Commission

Audit of

Entergy Corporation
Compliance with:

» Cross-Subsidization Restrictions on
Affiliate Transactions:

* Regulations Under the
Public Utility Holding Company Act of
2005;

» Market-Based Rate Authorization: and

* Electric Quarterly Report
Requirements.

Docket No. FA03-9-000
December 9, 2009

Office of Enforcement
Division of Audits



Exhibit RMD-10G
2022 Rate Case

Page 4 of 38
TABLE OF CONTENTS
L. EXECULIVE SUMIMATY coociitiitieeiitresierineecessrasetesstosesenaessesssansesessasssssesseseseesensssesssassnsens 1
AL OVETVIEW Lottt e, 1
B, Entergy COrporalion ....ocoo i oo 1
C.  Entergy’s Service COMPANIES .........ooioooveviriiiiiceciee e 2
D.  Summary of Compliance FIndings.........ocooooooioiiiiii e, 3
E. Summary of Recommendations ............... et 4
F. Compliance and Implementation of Recommendations ................................. 6
I Background INformation..... st erse e st esse e ssescaresseseneees 7
Al MBR AUROTIY oot et 7
B.  Public Utility Holding Company Act of 2005 ..o 8
C. Cost Allocation Methodolo@Ies. ..o 9
D.  Corporate Accounting System and Cost Tracking............c.oocooveoiviiii . 9
L et T g 11
AL ODBJECHVES oot 11
B, Scope and Methodology .......cccooooioiii e U 11
Findings and RecommeRdations. .......c.cvivineiiniceioseieeescserccssen e sssesecseenessesses 16
1. EQR Reporting Ertors ... 16
2. Accrual of AFUDC on Plant Removal CostS...........oooiiiiieicireoeer ool 26
3. Miscellaneous Accounting Classification Ermors ..., 29
4. Reporting of Cost Allocation Methodologies ..............oooooo 30



Exhibit RMD-10G
2022 Rate Case
Page 5 of 38

Entergy Corporation Docket No. FA09-9-000

I. Executive Summary
A, Overview

The Division of Audits within the Office of Enforcement {OE) has completed an
audit of Entergy Corporation (Entergy), including its service companies and associated
franchised public utility companies in the Entergy holding company system (collectively
Companies). The audit was nitiated to evaluate the Companies’ compliance with the
Commission’s: (1) cross-subsidization restrictions on affiliate transactions at 18 C.F.R.

Part 35 (2008); (2) accounting. recordkeeping, and reporting requirements at 18 C F.R.
Part 366 (2008); (3) Uniform System of Accounts (USofA) for centralized service
companies at 18 C.F.R. Part 367 (2008); and (4) preservation of records requirements for
holding companies and service companies at 18 C.F.R. Part 368 (2008) or the applicable
USofA adopted during the transition period.’ The audit included selective tests of service
company cost allocations of non-power goods and services, and charges for non-power
goods md services billed by the service company to the associated franchised public
utilities.”

Audit staff also evaluated whether the associated franchised public utilities’
accounting for non-power goods and services billed by the service companies are in
compliance with the USofA at 18 C.I.R. Part 101 (2008). Finally, the audit evaluated the
Companies’ compliance with certain Electric Quarterly Report (EQR) filing requirements
under 18 C.F.R. § 35.10b {2008), and the requirements of the Companies’ Market-Based
Rate (MBR) Authorization. The audit covered the period from January 1, 2006 through
December 31, 2008.

B.  Entergy Corporation
Entergy Corporation, a utility holding company with both regulated and

unregulated operations, owns and operates generating facilities and delivers electricity to
customers in Arkansas, Lousiana, Mississippi, and Texas.

"18 C.FR. Part 367 (2008) became effective on January 1, 2008, Until December
31, 2007, the Commissjon permitted centralized service companies to follow either the
Commission’s USofA in 18 C.F.R. Parts 101 and 201 or the Securities and Exchange
Commisston’s USofA in 17 C.F.R. Part 256.

¢ Entergy Corporation’s associated franchised public utilities include Entergy
Arkansas, Inc., Entergy Gulf States Louisiana, LLC, Entergy Louisiana, Inc., Entergy
Mississippt, Im Entergy New Orleans, Inc., and Entergy Texas. Inc.
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Entergy operates its business 1n two main segments: utility and non-utility nuclear.
The utility segment includes the transmission and distribution operations of its six
associated franchised public utilities: Entergy Arkansas, Inc., (EAI) Entergy Louisiana,
LLC (ELL), Entergy New Orleans, Inc. (ENOI), Entergy Mississippi, Inc. (EMI),
Entergy Gult States Louisiana, LLC (EGSL), and Entergy Texas, Inc. (ETI). The non-
utility nuclear segment primarily includes the ownership and operation of six nuclear
power plants located in the northern United States. These plants sell the electric power
produced by those plants primarily to wholesale customers, and provide services to other
nuclear power plant owners.

C. Entergy’s Service Companies

Entergy has four service companies: Entergy Services, Inc. (ESI), Entergy
Operations, Inc. (EOT), Entergy Enterprises, Inc. (EEI), and Entergy Nuclear Operations,
Inc. (ENO).

EST provides services to both regulated and non-regulated affiliates. The
following services are provided to the associated franchised public utilities: finance,
accounting, domestic operations support, human resources, information technology,
legal, public relations, and various supply chain functions. ESI also provides services for
several of Entergy's non-regulated subsidiary companies through a service agreement
with EEL ESI charges cost plus 5 percent for any services it renders to EEI or other non-
regulated attiliates.

EOT is a nuclear management service company that provides both regulated and
non-regulated goods and services through its nuclear management, operations, and
maintenance services under contract for the Arkansas Nuclear One, River Bend,
Waterford 3, and Grand Gulf plants, and subject to owner oversight of EAI, EGSL, ELL,
and System Energy Resources, Inc. (SERI), respectively.

EEL 1s a service company chartered to market Entergy System’s capabilities,
expertise, and resources, as well as engage in preliminary development activity relating to
investments in qualifying facilities. EEI provides services to only non-regulated entities
within the Entergy Holding Company System. EEI's principal activities during 2007
included: (1) engaging in preliminary development activities with respect to various
investment opportunities for the Entergy System; (2) marketing to non-associates the
System’s expertise and capabilities in energy-related areas; (3) marketing to non-
associates ntellectual property developed by System companies; (4) providing various
consulting, management, administrative and support services to certain associate
companies; and (5) providing indirectly through one or more special purpose subsidiary
companies of Entergy various operations and maintenance services to non-associate or
certain assoclate companies.

b2
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ENO 1s a nuclear management service company that has been authorized to act as
an agent in the operations, but not ownership, of Pilgrim Unit I Electric Generating
Station (Pilgrim), Indian Poimnt 2 Electric Generating Station (IP2), Indian Point 3 Electric
Generating Station (1P3), Vermont Yankee Electric Generating Station (Vermont
Yankee), James A. Fitzpatrick Electric Generating Station (JAF), and Entergy Nuclear
Palisades, LLC subject to oversight by the Entergy Nuclear Generation Company,
Entergy Nuclear Indian Point 2, LLC, Entergy Nuclear Indian Point 3, LLC, Entergy
Nuclear Vermont Yankee, LLC, and Entergy Nuclear Fitzpatrick, LLC, respectively.
ENO provides immaterial services to associated franchised public utilities and the
remaming of its services to non-regulated entities. The Companies retain their ownership
interests, associated capacity, and energy entitlements and pay directly or reimburse ENO
for the costs associated with the operation and maintenance of these units.

D.  Summary of Compliance Findings

Audit statt’s compliance findings are summarized below. A detailed discussion of
our findings is included in Part Il of this report. Audit staff found four areas of
noncompliance related to Entergy’s EQR, Allowance for Funds Used During
Construction (AFUDC), Miscellaneous Accounting Classification Errors, and Reporting
of Cost Allocation Methodologies:

* LQR Reporting Errors - During the audit period, Entergy incorrectly reported
contract and transaction information in its EQR filings. In the contracts section of
the EQR filings, Entergy incorrectly reported the following fields: 1) the rate
description and product type name, 2) Data Universal Numbering System (DUNS)
number, 3) affiliate identification, and 4) contract execution date. In the
transaction section of the EQR filings, Entergy incorrectly reported the following
fields: 1) term name, 2) price, 3) transaction quantity, and 4) product name;

» Allowance for Funds Used During Construction - Entergy improperly classified
plant removal costs i Account 107, Construction work in progress — Electric.
Also, Entergy mappropriately accrued AFUDC on plant removal costs. Entergy
should have classified plant removal costs in Account 108, Accumulated provision
for depreciation of electric utility plant, instead of Account 107;

o Miscellaneous Accounting Classification - Entergy’s service company ESI and the
franchised public utilities classified certain expenses in the wrong accounts. ESI
should have classified the transactions in the proper account as prescribed in the
Unitorm System of Accounts for Centralized Service Companies at 18 C.F.R. Part
367; and
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E.

Cost Allocation Methodologies - Entergy Corporation did not follow the
mstructions on the FERC Formt No. 60 filed in 2007 and 2008 for ESI by not
including all of the cost methodologies used during those years. Entergy must
report all cost allocation methodologies, including sub-cost allocation
methodologies in the FERC Form No. 60 for both 2007 and 2008.

Summary of Recommendations

Audit staff’s recommendations to remedy this report’s findings and the corrective

actions taken by Entergy are summarized below. Detailed recommendations are included
in Section 1. Audit staff recommends that Entergy:

Listablish policies and procedures to ensure that affiliates are properly identified,
transaction prices are not averaged, and “NA” or “OTHER" are used appropriately
in future EQR filings;

Revise all existing written policies and procedures to ensure that Entergy reports
contract and transaction data accurately, completely, and consistently with the
Commission’s EQR filing guidance. These procedures should include quality
control procedures to review all contract and transaction information prior to
filing, and should be consistent among all Entergy EQR filers;

Examine all customer company names and DUNS numbers reported in Entergy’s
EQRs to ensure accurate and consistent use of customer names for the same
DUNS number and to ensure customer company names are represented with the
correct DUNS number as maintained by Dun & Bradstreet;

[dentify all customer company contracts with a reported DUNS number of “0” or
“000000000” and report an accurate DUNS number. EQR filings that are missing
a DUNS number are considered incomplete;

File revised EQR filings from first quarter 2006 forward to correctly report DUNS
numbers, contract information, affiliate identification, contract execution dates,
transaction information, and transaction prices;

Engage an independent auditor to assist Entergy in revising its EQR reporting
processes and procedures within | year of issuance of the Final Audit Report.
Furthermore, develop a plan for a continuing review of EQR processes and filings;

Adopt accounting polices and procedures consistent with the USofA and refrain
from classifying plant removal costs in Account 107, Submit the accounting
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policies and procedures to the Office of Enforcement, Division of Audits in 60
days from the date of this audit report;

s Submut its methodology for calculating the amount of AFUDC improperly accrued
on plant removal costs since the inception of this accounting practice to present
with the Office of Enforcement, Division of Audits in 60 days from the date of this
audit report;

+ Record correcting entries to eliminate the amount of AFUDC accrued on the plant
removal costs while recorded in Account 107 from January 2004 to present.
Submit journal entries and PeopleSoft print screens to Office of Enforcement,
Division of Audits 1n 60 days from the date of this audit report;

e Regarding ESI’s miscellaneous accounting misclassifications, establish procedures
to ensure that ESI record similar charges in the future consistent with the
requirements in the USofA; and

e Report all of the cost allocation methodologies, including sub-cost allocation
methodologies, and re-file Entergy’s FERC Form No. 60 page 402.1 for 2007 and
2008.

v
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F.

Compliance and Implementation of Recommendations

Audit staft further recommends that Entergy:

Submit for audit staft’s review Entergy’s plans for implementing audit staff's
recommendations. Entergy should provide these plans to audit staff within 30
days of the 1ssuance of the final audit report in this docket.

Submit quarterly reports to the Division of Audits describing Entergy’s progress in
completing each corrective action recommended in the final audit report in this
docket. Entergy should make the non-public quarterly filings no later than 30 days
atter the end of each calendar quarter, beginning with the first quarter after the
final audit report in this docket is issued, and continuing until the service company
completes all the recommended corrective actions.

Submit copies of any written policies and procedures developed in response to the
recommendations in the final audit report. These policies and procedures should
be submitted for audit staff's review in the first quarterly filing after these products
are completed.

Submit proof that all corrections and misclassifications of service company
transactions within this report are reviewed and corrected for all service
companies.
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II. Background Information

A.  MBR Authority

Entergy currently has eighteen subsidiaries that sell energy and capacity under a
Commussion approved MBR tariff. The Commission approved MBR authority for six of
Entergy’s associated franchised public utilities® and Entergy Power, Inc. (EPI) on March
3,1992.* In addition, two Entergy marketing affiliates and nine exempt wholesale
generators (EWGs) have MBR tariffs approved by the Commission.

On August 9, 2004, as supplemented on November 19, 2004, Entergy submuitted
for filing generation market power screens in compliance with the Commission's orders
in AEP I and AEP II” In December 2004, the Commission issued an order (December
Order)®, whereby it instituted a proceeding under Section 206 proceeding of the Federal
Power Act (FPA) to determine whether the Entergy Operating Companies may continue
to charge MBR in Entergy's control area.

On July 22, 2005, ESI filed a notice stating that it was withdrawing its request for
continued MBR authority for transactions in the Entergy control area and would adopt
cost-based rates for such transactions. On November 1, 2005, pursuant to the
Commission's December Order, Entergy submitted two compliance filings. The Entergy
Operating Companies, EWO Marketing L.P. (EWOM), Entergy Power Ventures L.P.
(EPV), Entergy Solutions Supply, Warren Power, and EPI filed amendments to their
MBR Tariffs to implement cost-based rates for transactions with points of delivery in the
Entergy control area, as well as implementing cost-based rate tariffs for the Entergy
Operating Companies and EWOM. The Commission accepted the revised MBR and
CBR tariffs on May 26, 2006 with an effective date of February 27, 20057, as modified to

*EAL ELL, ENOI, EMIL, EGSL, and ETI.

* Entergy Services Inc., 109 FERC 9 61,282 (2004), order onreh’g, 111 FERC
61,145 (2005). See also Entergy Services, Inc., 115 FERC 9 61,260 (2006).

> AEP Power Marketing, Inc., 107 FERC € 61,018, order on reh'g, 108 FERC 4
61,026 (2004).

6 Entergy Services, Inc., 109 FERC § 161,282 (2004) ("December Order"), order
onreh'g, 111 FERC 161,145 (2005).

7 Entergy Services Inc., 115 FERC 9§ 61,260 (2006), order on reh ‘g and
compliance, 116 FERC 961,276 (2006).
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limit sales of capacity and energy at market-based rates to areas outside the Entergy
control area.

During the audit period, Entergy cancelled its MBR authority for three entities:
Warren Power, LLC,} Entergy Solutions Supply, Ltd..” and Entergy-Koch Trading, LP."

Order No. 697 Compliance

On March 31, 2008, Entergy submitted a compliance filing pursuant to Order No.
697, which included revised market-based rate tariffs reflecting the new tanff
requirements established in that Order."’ Moreover, on August 29, 2008, Entergy filed
an updated market power analysis to support the continued allowance of market-based
rates. The filing also included revisions to the MBR taniffs reflecting the tariff
requirements established in Order No. 697-A. The requested revised tanff effective date
tor both filings was September 18, 2007.

B. Public Utility Holding Company Act of 2005

ESI EOL ENO and EEI, wholly owned subsidiaries of Entergy, received
authorzation from the Securities and Exchange Commission (SEC) under the Public
Utility Holding Company Act of 1935 (PUHCA 1935), to conduct business as a service
company for Entergy and its subsidiaries.’” As subsidiary service companies of Entergy,
cach service company is required to use the at cost standard for the services provided to
Entergy’s assoclated franchised public utilities. Through various testing methods, audit
staff verified Entergy’s compliance with the at cost standard for billings to franchised

¥ Warren Power, LLC, Docket No. ER08-922-000 (July 1, 2008) (unpublished
letter order).

* Entergy Solutions Supply, Ltd., Docket No. ER06-1460-000 (Oct. 18, 2006)
(unpublished letter order).

" Entergy-Koch Trading, LP, Docket No. ER06-1384-000 (Oct. 20, 2006)
(unpublished letter order).

" Order No. 697 at Appendix C.

'* See HCAR No. 14840 (March 28, 1963) {temporary order); see also HCAR No.
15207 (March 23, 1965) (permanent order).
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public utilities. Please see the Scope and Methodology section below for more
information.

C.  Cost Allocation Methodologies

Entergy has four service companies that provide services to both associated
franchised pubic utilities and non-regulated atfiliates, mostly in accordance with the
service agreements entered into with each affiliated company. The four service
companies collectively billed $1,734,197,687" to Entergy’s associated companies in
2006, $1.963,702,760 in 2007, and 1,965,682.388' in 2008.

Audit staff tested the certain cost allocation methodologies listed in the FERC
Form No. 60 for the years 2007 and 2008. Testing included the review and comparison
of the cost allocation methodologies filed at the Commission in Docket No. ER07-38 to
the service company’s FERC Form Nos. 60 filed at the Commission. Audit staff also
compared all of the service companies’ cost allocations to cost allocation approvals
received by FERC or the SEC after the repeal of PUHCA 1935 and the enactment EPAct
2005, to determune 1if the cost allocation methodologies had been approved by the SEC or
were newer cost allocations that did not have SEC approval.””

ESTreported 47 cost allocation methodologies in its 2008 FERC Form No. 60, 45
were approved by the SEC and two were created after the repeal of PUHCA 1935, In
2007, ESI reported 46 cost allocation methodologies in its FERC Form No. 60, 45 of
those were approved by the SEC and one cost allocator was approved by the SEC but not
filed with the Commission. EOI reported 9 cost allocation methodologies in both its
2008 and 2007 FERC Form No. 60 and all 9 were approved by the SEC.

D.  Corporate Accounting System and Cost Tracking

Entergy uses a project-based accounting system for capturing, tracking and
identifying the various costs incurred in rendering services to associated franchised
public utilities and non-regulated affiliates. To properly track and record costs,
employees in each department maintain a record of the time spent rendering services to
each entity. Service Company costs are recorded and billed to entities using Project

13 ‘ . R
Revised tigure from the company.

14 : o
Revised figure from the company.

15 » ; :
According to Order No. 667. a cost allocation methodology need not have been

approved by the SEC or FERC for a company to use the cost allocation methodology;
Order No. 667 at P 14,

9
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Codes. an alphanumeric attribute assigned to service company costs at the time they are
recorded n order to capture costs incurred in performing a particular task. Authorized
service company employees establish project codes when a department or functional area
begins a project and needs to capture separately the costs associated with the project.
Once a code 1s set up, an authorized employee develops a scope statement to describe the
type of project, the project purpose and activities, the primary deliverables, and the
rationale for the billing method that is assigned to the code.

10
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I1I. Introduction
A.  Objectives

The objectives of the audit were to determine whether and how the Companies
complied with (1) cross-subsidization restrictions on affiliate transactions at 18 C.F.R.
Part 35 (2008); (2) accounting, recordkeeping, and reporting requirements at 18 C.F.R.
Part 366 (2008); (3) Uniform System of Accounts (USofA) for centralized service
companies at 18 C.F.R. Part 367 (2008); and (4) preservation of records requirements for
holding companies and service companies at 18 C.F.R. Part 368 (2008) or the applicable
USofA adopted during the transition period. The audit included selective tests of service
company cost allocations of non-power goods and services and charges for non-power

goods and services billed by the service company to the associated franchised public
utilities.

Audit staff also evaluated whether the associated franchised public utilities’
accounting for non-power goods and services billed by the service companies are in
compliance with the USofA at 18 C.F.R. Part 101 (2008). Finally, the audit evaluated the
Companies’ compliance with certain Electric Quarterly Report (EQR) filing requirements
under 18 C.F.R. § 35.10b (2008), and the requirements of the Companies’ Market-Based

Rate (MBR) Authorization. The audit covered the period from January 1, 2006 through
December 31, 2008.

B.  Scope and Methodology
Overall, to address the objectives, audit staff:

» Reviewed the service companies’ FERC Form No. 60 annual report filings, FERC
Form No. 65 filing, and the associated franchised public utilities’ FERC Form No.
I filings. The audit staff reviewed these filings to ensure that the information was
reliable.

» Reviewed Entergy’s SEC Form No. U-13-60 annual report filings and Entergy’s
SEC Form 10-K annual report filings.

* [dentified the standards and criteria used to evaluate Entergy’s compliance with
cach of the issues within the scope of the audit. These standards and criteria
include SEC and Commission rules, regulations, letter orders, and other
requirements related to holding and service companies and Commission
accounting regulations related to jurisdictional utilities.
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e Conducted two site visits to Entergy’s offices in New Orleans, LA and one site
visit to The Woodlands, TX; and Houston, TX. The site visits enabled the audit
statf to:

1. Review and test the supporting details for the service companies” cost

allocation methodologies;

Sample and select supporting documents to ensure that the service

companies’ billings and the corresponding associated franchised public

utilities” accounting were in compliance with the USofA,;

3. Interview Entergy personnel, particularly those engaged in electricity
trading and support activities,

4. Sample and select supporting documents to ensure that the service
companies’ accounting was in comphiance with the USofA; and

1S
.

with the preservation of records requirements.

» Held numerous discussions with Entergy personnel to clarify and supplement the
responses to data requests and to provide additional information on other areas of
concern.

¢ Reviewed relevant audit reports and work papers of Entergy’s Internal Audit
Department and external audit firm Deloitte and Touché, LLP. The audit staff
also reviewed the prior SEC audit report.

» Conferred with officials from each state public utility commission with
jurisdiction over Entergy or its associated franchised public utilities. We obtained
mformation on the state commissions” actions and resources relating to affiliate
transactions, financial reporting, and access to company records.

» Conferred with other Commission staff on various compliance issues (o ensure
that audit findings would be wholly consistent with Commission precedent and
policy. For example, audit staff conferred with staff from other divisions within
the Office of Enforcement and with technical and legal staff from other
Commission offices including the Office of Enerey Market Regulation and the
Office of General Counsel.

Audit staft also performed a number of specific actions to evaluate the Company’s
compliance with all relevant requirements of the issues within the scope of this audit. A
summary of these actions follows.
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To evaluate comphance with the books, records, and filing requirements, audit
staft reviewed the centralized service company’s FERC Form No. 60 annual report
fitings. Entergy’s Notification of Holding Company Status - FERC Form No. 65 filing,
and the franchised public utilities’ FERC Form No. 1 filings. Selected information in the
FERC Form No. 60 was verified to the supporting books and records to ensure that the
required information was reported accurately.

With respect to the centralized service company’s compliance with the FERC's
USofA accounting requirements, audit staff tested selected transactions for 2007 and
2008 to ensure that ESI and EOI were properly accounting for the costs.

To evaluate compliance with the preservation of records requirements for the
holding and service companies, audit staff interviewed the Entergy officials responsible
for complying with the Commission’s requirements. Audit staff made selective requests
for records to ensure that the company’s policies and procedures were being followed.

To facilitate our review of service company cost allocation methodologies and
costs billed by the service companies to the associated public utilities, audit staff:

+ Identified all cost allocation methodologies used during the audit period. Audit
statf also identified all cost allocation methodologies previously approved by the
SEC and identified and reviewed the cost allocation methodologies that were new
or had been modified;

¢ Reviewed and tested the supporting details for the service companies” cost
allocation methodologies;

» Tested the centralized service companies’ costs and accounting to ensure that the
centralized service companies’ accounting was in accordance with the USofA;

e Reviewed selected service companies’ billings and the corresponding associated
franchised public utilities” accounting for these billings to determine compliance
with the USofA: and

e Interviewed company personnel, particularly those engaged in non-power goods
and services.

With respect to the associated franchised public utilities’ compliance with the
Commission’s accounting requirenients, audit staff selected two months and reviewed the
franchised public utilities” accounting for the service company’s billed costs. Audit staff
reviewed the charges billed and identified the accounts used by these companies to

(9]
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ensure that the associated franchised public utilities were properly accounting for the
Service company costs.

In order to evaluate compliance with the Commission’s cross subsidization
restrictions audit staff reviewed relevant service agreements governing the purchase and
sale of non-power goods and services by the Entergy franchised public utilities and
reviewed sample transactions and billings.

In order to evaluate compliance with MBR requirements, while on-site, audit staff
cvaluated physical separation, observed the procedures used by Entergy merchant
function employees to develop and transact power sales, extensively discussed with
Entergy personnel the use of such procedures and control processes to ensure compliance
with Commission MBR requirements, discussed Entergy’s and its affiliates” MBR
authority and changes that have occurred since gaining Commission approval, and
discussed the admuinistration of Entergy’s EQR. Audit staff reviewed contract and
transaction data for Entergy to evaluate whether their actions were consistent with
Commussion requirements, principally Order Nos. 2001,'° 652,'7 and 697."* In addition,
audit staff also reviewed the affiliate restrictions governing power sales, sales of non-
power goods and services, separation of functions, and information sharing between
franchised public utilities with captive customers and their market regulated power sales
atfiliates.

In order to evaluate compliance with MBR requirements, audit staff reviewed
Entergy’s MBR tariffs on file, as well as filings and subsequent Commission orders, to
determine what conditions, waivers, etc., were in place for Entergy. Audit staff reviewed
Entergy’s filed EQRs for all Companies from Quarter 1, 2006 to Quarter 4, 2008, to

'S Revised Public Utility Filing Requirements, Order No. 2001, FERC Stats. &
Regs. § 31,127, reh’g denied, Order No. 2001-A, 100 FERC % 61,074, reh ‘o denied,
Order No. 2001-B, 100 FERC 61,342, order directing filing, Order No. 2001-C, 101
FERCY 61,314 (2002), order directing filing, Order No. 2001-D, 102 FERC 9 61.334
(2003) (Order No. 2001).

7 Reporting Requirement for Changes in Status For Public Ulilitics With Market-
Based Rate Authorization, Order No. 652, FERC Stats. & Regs. 31,175, order on reh g,
HTT FERC Y 61,413 (2005).

' Market-Based Rates for Wholesale Sales Of Electric Energy, Capacity and
Ancillary Services By Public Utilities, Order No. 697, 72 Fed. Reg. 39,904 (July 20,
2007), FERC Stats. & Regs. 931,252, clarified, 121 FERC 961,260 (2007), order on
reh’g. Order No. 697-A, 73 Fed. Reg. 25.832 (May 7, 2008), FERC Stats. & Regs. 94
J1.268 (2008),
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distinguish market-based and cost-based sales and requested from bntergy information
about generated and purchased energy, energy transfers and purchased transmission.
Discussions were held while on-site with Entergy personnel to assess and compare the
company’s application of taritts, document market strategy within and outside of an
organized market, understand the use of transmission, and comprchend optimization of
generation assets.

Reviewed all MBR transactions, as reported in the EQR from Quarter 1, 2006 to
Quarter 4, 2008, to ensure compliance with all provisions and stipulations set forth by the
Commussion in its orders pertaining to Entergy’s MBR authorization.

With respect to EQR filing requirements, audit staff reviewed Entergy’s EQR
filings and 1dentified anomalous contract and transaction data in the filings. While
onsite, audit staff observed and documented filing procedures and control procedures
used to ensure compliance with EQR filing requirements. Extensive discussions were
held with Entergy personnel to evaluate Entergy’s quality controls, risk management
tools, data flow, and the review process to verify accuracy and comprehensiveness of
Entergy’s EQR. Audit staff also reviewed supporting documentation for EQR data,
including contracts and invoices to ensure accuracy of the contract and transaction
imformation reported in the EQR. Audit staff randomly sampled contracts and their
correlating invoices from Entergy’s EQR filings to verify accurate reporting of contract
data and transaction data in the EQR.
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Findings and Recommendations

EQR Reporting Errors

During the audit period, Entergy incorrectly reported contract and transaction
mformation m its EQR filings. In the contracts section of the EQR filings, Entergy
mcorrectly reported the following fields: 1) the rate description and product type name, 2)
Data Universal Numbering System (DUNS) number, 3) affiliate identification, and 4)
contract execution date. In the transaction section of the EQR filings, Entergy mcorrectly
reported the following fields: 1) term name, 2) price, 3) transaction quantity, and 4)
product name.

Pertinent Guidance

Under 18 C.F.R. § 35.1(a), each public utility 1s required to file and post, full and
complete rate schedules clearly and specifically with all rates and charges for any
transmission or sale of electricity subject to Commission oversight.

Order No. 2001 requires companies to report EQR data that fall into two main
categories: contract data and transaction data. Contract data must summarize contractual
terms and conditions for jurisdictional services, including market-based and cost-based
power sales, and transmission service. Transactional data must include short- and long-
term market-based and cost-based power sales during the most recent calendar quarter.

Under 18 C.F.R. § 35.10(b), each public utility is required to file an updated EQR
with the Commission covering services it provides under this part for every calendar
quarter each year. EQRs must conform to Commission software and guidance posted and
available for downloading from the FERC Web site (http://www ferc.gov).

Background

On Apnil 25, 2002, the Commission issued Order No. 2001, a final rule
establishing revised public utility filing requirements. This rule requires public utilities
to file FQRs summanizing specified pertinent data about their currently effective
contracts {contract data) and data about wholesale power sales they made during the
reporting period (transaction data)."” This data is used to provide transparency in the
marketplace in the public’s interest.

¥ Revised Public Utility Filing Regquirements, Order No. 2001, FERC Stats. &
Regs. 9 31,127, reh's denied. Order No. 2001-A, 100 FERC 9 61,074, reconsideration
and clarification denied, Order No. 2001-B. 100 FERC € 61,342, order directing filings,
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Audit staff reviewed Entergy’s EQR filings from the first quarter 2006 through the
fourth quarter 2008. From the first quarter 2006 through fourth quarter 2008, ESI filed
EQR reports on behalf of the Entergy operating companies.” Within ESI, there are three
separate groups from which EQR data 1s compiled and filed: ESI System Planning and
Operations (EST SPO), ESI Transmission, and ESI Wholesale Operations (ESI
Wholesale). ESI SPO 1s responsible for reporting the information associated with short-
term sales made during the course of managing the utilities’ load requirements. ESI
Transmission 1s responsible for reporting the information associated with sales of
transmission on the Entergy Electric System (EES). Finally, ESI Wholesale 1s
responsible for reporting information associated with the utilities’ long-term power
contracts.

Furthermore, during the audit period of January 1, 2006 to December 31, 2008,
Entergy Asset Management (EAM) filed EQR reports on behalf of various non-utility
operating companies with MBR Authority.?' Although EAM personnel are responsible
for compiling and filing the EQR reports, each respective company remains the
respondent in the EQR filings. Also during the audit period, Entergy Nuclear Power
Marketing LLC (ENPM) filed EQR reports solely on its own behalf and Entergy Nuclear
Operations, Inc. (ENO) filed EQR reports on behalf of the Entergy nuclear affiliates.”

Audit staff has identified areas of non-compliance in both the contracts and
transactions sections in each quarterly filing Entergy submitted during the audit period.

Order No. 2001-C, 101 FERC % 61,314 (2002) order directing filings, Order No. 2001-D,
102 FERC ¥ 61,334 (2003).

* Entergy Arkansas, Inc. (EAI), Entergy Gulf States Louisiana, LLC (EGSL),
Entergy Louisiana, LLC (ELL), Entergy Mississippi, Inc. (EMI), Entergy New Orleans,
Inc. (ENOI), and Entergy Texas, Inc. (ETI) are referred to herein as the “associated
franchised public utilities.”

! Entergy Power Ventures, LP (EPV), Entergy Solutions Supply, Ltd. (ESS),
Entergy Power, Inc. (EPI), EWO Marketing, LP (EWOM), Northern lowa Windpower.
LLC (NIW), Warren Power, LLC (Warren Power), and Llano Estacado Wind, LP (Llano
Estacado).

2 The Entergy Nuclear Affiliates include: Entergy Nuclear Fitzpatrick, LLC,
Entergy Nuclear Generation Company, Entergy Nuclear Indian Point 2, LLC, Entergy

Nuclear Indian Point 3, LLC, Entergy Nuclear Vermont Yankee, LLC, and Entergy
Nuclear Palisades.
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[n the contracts section of the EQR filings, Entergy incorrectly reported the following
tields: 1) the rate description and product type name, 2) DUNS number, 3) affiliate
identification, and 4) contract execution date. In the transaction section of the EQR
filings, Entergy mcorrectly reported the following tields: 1) term name, 2) price, 3)
transaction quantity, and 4) product name. These areas of noncompliance are discussed
below In two sections, reporting of contract data and reporting of transaction data.

Reporting Contract Information

Incorrect Rate Description and Product Tvpe Name

Audit staft’s analyses of the EQR reports filed by EAM on behalf of EPI and
EWOM conclude that EAM reported incorrect information in the rate description and

2006 through fourth quarter 2008 filings.

EWOM reported two contracts in its third quarter 2007 through fourth quarter
2008 EQR filings that have mcorrect product type names of MB (market-based) and rate
descriptions of “market based.” These contracts have points of delivery (POD) listed that
are located in the Entergy control area. However, effective February 27, 2005, Entergy’s
associated franchised public utilities along with EWOM, EPV, Entergy Solutions Supply,
Warren Power, and EPl amended their MBR Tariffs to implement cost-based rates for
transactions with points of delivery in the Entergy control area. ©* Entergy staff stated
that the contracts were entered into after EWOM amended its MBR tariff and the
contracts were actually at cost-based rates. Entergy staff stated that the contracts were
imtally misclassitied and should have product type names of CB (cost-based) and rate
descriptions of “cost based rates.” According to Commission’s requirements, it is the
responsibility of each public utility to ensure that submitted data are accurate.”

Therefore, Entergy did not accurately report these contracts in accordance with Order
2001’s filing requirements.

Additionally, audit staff’s analyses of the EQRs filed on behalf of EPl and EWOM
show rate descriptions and product type names reported as “OTHER.” From the first
quarter 2006 through the second quarter 2007, EPI reported this combination for 11 of
the contracts. From the first quarter 2006 through the fourth quarter 2007, EWOM
reported this for two of the contracts. Entergy staff cited an mitial misunderstanding of
the Commussion’s rules, and has acknowledged the rate description and product type

H Entergy Services Inc., 115 FERC 9§ 61,260 (2006), order on reh’s and
compliance, 116 FERC 9 61,276 (2006).

" Order No. 2001-D at n. 4.
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name fields were incorrect for these contracts. According to Commission guidance, the
use of OTHER 1n the product type name field 1s only used when a product cannot be
characterized by the other product type names.”> Furthermore, according to Commission
guidance, the rate description filed should contain a text description of the rate, which
may reference a FERC tarift, or, if a discounted or negotiated rate, include the
algorithm.*®

DUNS Number Reporting

Audit staff identified imconsistencies between the customer DUNS numibers
reported by Entergy and those recorded 1n the Dun and Bradstreet (D&B) Database in the
first quarter 2006 through fourth quarter 2008 EQR filings. Entergy incorrectly reported
customer DUNS numbers by 1) reporting multiple DUNS numbers under the same
customer company name, 2) reporting DUNS numbers that do not exist in the D&B
Database, 3) misidentifying the DUNS numbers of its affiliates, and 4) reporting DUNS
numbers as “000000000” or “0™.

EST reported multiple different DUNS numbers under the customer company
name “CENTRAL LA ELEC CO” in its EQR Contracts filings from third quarter 2006
through first quarter 2008. ESI acknowledged the mistake and 1dentified the correct
DUNS number for "CENTRAL LA ELEC CO™.

ESI reported several customer company names with corresponding DUNS
numbers that do not exist in the D&B Database in its first quarter 2006 through fourth
quarter 2008 EQR filings. According to Entergy staff, some of the DUNS numbers
reported were provided by the customers when they submitted their applications for
transmission service. However, the Company also admitted the majority of the DUNS
numbers were recorded in error, and it acknowledged that the errors would have been
realized if the proper controls and reviews were in place.

ESI reported incorrect customers DUNS numbers for seven of its affiliates in its
first quarter 2006 through fourth quarter 2008 EQR filings: EMI, ELL, ENO, EPI, ETI,
EWOM, and Warren Power.

ESI reported eleven companies with the customer DUNS number of “000000000”
or “07 i 1ts first quarter 2006 through fourth quarter 2008 EQR filings. According to
ESI staff, when the agreements were initially entered into, the customers indicated they
did not have D&B numbers. Since the agreements were initially established, most of the

* Order No. 2001 at Attachment C.

* Order No. 2001 at Attachment C.
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customers have obtained D&B numbers. ESI has obtained the D&B numbers {or these
entities, with the exception of two, which still do not have D&B numbers and can use “0”
in the field.

During the audit period ot January 1, 2006 to December 31, 2008, Entergy did not
have a process m place to verify the accuracy of the exusting DUNS numbers used in the
FERC EQR reports. The Company explained that as new counterparties are added to
their database, DUNS numbers are obtained from Entergy’s Credit & Risk department.
These numbers are then manually typed into the EQR database and may be mistyped.
The process to file the EQR for a quarter begins with contract data from the previous

quarter, so any incorrect DUNS numbers were carried forward erroneously. However,
according to the Cornmission’s reqmrements it 15 the responsibility of each public utility
to ensure that submitted data are accurate.”

Affiliate Identification

[n 1ts review of EQR data, audit staff identified instances in which ESI reported
N7 (No) m the Contract Affiliate column of 1ts first quarter 2006 through fourth quarter
7008 EQR filings for its contracts with EPI, RS Cogen, LLC (RS Cogen), and Warren
Power. EPI, RS Cogen, and Warren Power are affiliates of ESI and should have been
reported as “Y” (Yes) in the Contract Aftihate column for these affiliate relationships.
EST acknowledged that the reporting of “N” in the Contract Affiliate column was a
clerical error.

reponcd “Y n the Contrau Afﬁlmte wlumn of 1ts first quarter, 2006 thxough fourth
quarter, 2008 EQRs for its contract Perryville Energy Partners, LLC (Perryville). ESI
and Perryville are not affiliated. and ESI should have reported “N™ in the Contract
Affiliate column for this unaffiliated relationship. ESI acknowledged that the reporting
of “Y" in the Contract Affiliate column was a clerical error.

According to Commission guidance, the contract affiliate field is a flag to
determine if the customer 1s an affiliate, set to Yes if the customer 1s an affiliate of the
. 3
provider.”®

¥ Order No. 2001-D at n_ 4.
B Order No. 2001 at Attachment C.

]
<
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Contract Execution Dates

Audit staft’s analyses of the Entergy EQR filings concluded that EWOM, ENO
and EPV reported incorrect information in the contract execution date field in the first
quarter 2006 through fourth quarter 2008 filings. Specitically, ENO and EPV
erroneously reported contract commencement dates that occurred prior to the contract
execution dates.

From the first quarter 2006 through the fourth quarter 2006, ENO reported a
contract between Entergy Nuclear Frtzpatrick, LLC and ESS with a contract execution
date of 12/14/2006 and a contract commencement date of 02/01/2006. Entergy staff
stated that the execution date of the capacity contract was erroneously misidentified and
the contract was 11 fact executed on 12/14/2008 with delivery commencing on
02/01/2006.

From the first quarter 2006 through the fourth quarter 2008, EPV reported a
contract between Merrill Lynch Commodities, Inc. with a contract execution date of
12/31/2006 and a contract commencement date of 10/01/2004. Entergy staff stated that
the contract dates had been transposed; in fact, the contract was executed on 10/01/2004
and delivery commenced on 12/31/2006.

From the fourth quarter 2007 through the fourth quarter 2008, EWOM reported a
contract between Merrill Lynch Commodities, Inc. with a contract execution date of
11/01/2004. Entergy staff stated that the contract execution date was actually
06/28/2007. Additionally, from the third quarter 2007 through the second quarter 2008,
EWOM reported a contract between Entergy Power, Inc. with a contract execution date

of 11/01/1998. Entergy staff stated that the contract execution date was actually
08/07/2007.

According to the Comrmission’s requirements. it 1s the responsibility of each
public utility to ensure that submitted data are accurate.” Therefore, EWOM, ENO and
EPV did not accurately report these contracts in accordance with Order 2001 s filing
requirements.

Contract Commencement Dales
Audit staft’s analyses of the Entergy EQR filings concluded that EWOM reported

incorrect information in the contract commencement date field in the third quarter 2007
through fourth quarter 2008 filings.

¥ Order No. 2001-D at n. 4.
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From the fourth quarter 2007 through the fourth quarter 2008, EWOM reported a
contract between Mertill Lynch Commodities, Inc. with a contract commencement date
of 11/01/2004. Entergy staft stated that the contract commencement date was actually
06/28/2007. Additionally, from the third quarter 2007 through the second quarter 2008,
EWOM reported a contract between Entergy Power, Inc. with a contract commencement

date of 11/01/1998. Entergy staff stated that the contract commencement date was
actually 08/07/2007.

According to the Commission’s requirements, it 1s the responsibility of each
public utility to ensure that submitted data are accurate.”® Therefore, EWOM did not
accurately report these contracts in accordance with Order 2001°s filing requirements.

Reporting Transaction Information

Incorrect Term Name

Audit staff’s analyses of the Entergy EQR filings concluded that ENO, ENPM,
and ESI incorrectly reported NA in the term name field of the transaction sections of the
EQR reports in 2006 and 2007. Additionally, the analyses concluded that EPT, EWOM,
NIW, ENPM, ENO, and ESI reported incorrect information in the term name field of the
transaction sections of the EQR reports in 2008.

In 2006, ENO reported a term name of NA for 9,278 of the transactions. In 2006
and 2007, ENPM reported a term name of NA for 9,280 transactions and ESI reported a
term name of NA for 23 transactions. Entergy staff stated that NA was inadvertently
entered in the term name fields and should be revised to Short-term (ST) based on the
duration of the transactions. According to Commission guidance, power sales
transactions with durations of one year or greater are long-term.”' Therefore, ENO,
ENPM, and ESI did not accurately report these transactions in accordance with the EQR
Data Dictionary.

Furthermore, EPI, EWOM, NIW, ENPM, ENO, and ESI consistently reported
term names in the transaction sections of the EQR filings that conflict with the increment
names in 2008. Transactions that had increment names of less than one year were
classified as LT (long-term) and transactions that had increment names of more than one
year were classified as ST (short-term). Additionally, transactions that had term names

% Order No. 2001-D at n. 4.

! Order No. 2001 at Attachment C.
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of LT were classified as M (Monthly), W (Weekly), D (Daily), or H (Hourly) and
transactions that had term names of ST were classified as Y (Yearly). Entergy statf cited
an mnital musunderstanding of the Commission’s regulations i that they interpreted the
term name field of the transaction section to reflect the length of the contract under which
the transaction was made, and the increment name field of the transactions section to
coincide with the cycle of settlement calculations for each transaction. However,
according to Commission guidance, the definition for term name 1s different for the
contracts section and the transactions section. The term name in the transaction section
reflects the duration of the specific transaction while the term name 1n the contracts
section reflects the duration of contract. Power sales transactions with durations of one
year or greater are long-term and transactions with shorter durations are short-term.”
Moreover, the increment name in the transaction section reflects the terms of the
particular sale set. ™ Therefore, EPI, EWOM, NIW, ENPM, ENO, and ESI did not
accurately report these transactions in accordance with the EQR Data Dictionary.

Averaging of Transaction Prices

From the first quarter 2006 to third quarter 2007, EPI wappropriately averaged the
price of multiple transactions into one price. EAM staff stated that during this period,
EPI was combining monthly transactions into quarterly transactions and averaging the
prices. However, according to the Commission’s requirements, transaction data may not
be aggregated.™ Since the transactions were monthly and not quarterly, EPI was required
to report the price each time it changed; the prices cannot be averaged. Therefore, EPI
did not accurately report these transactions in accordance with Order 2001°s filing
requirements.

Incorrect Quantity and Price

ESI, ENPM, and ENO reported incorrect information in the quantity, price, and
total transaction charge fields in the transaction section of its first quarter 2006 through
third quarter 2008 EQR reports. ESI, ENPM, and ENO reported incorrect information
for multiple transactions by transposing numbers. ESI reported two transactions with
imcorrect prices and one transaction with an incorrect quantity. ENO reported two
transactions with incorrect quantities and one transaction with an incorrect total
transaction charge. Finally, ENPM reported one transaction with an incorrect transaction

" EQR Data Dictionary at p. 12.
¥ EQR Data Dictionary at p. 32.

" Order No. 2001 at 124,
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quantity. ESI, ENPM, and ENO staff identified the errors as transpositions on manually
entered transaction fields. Nonetheless, ESI, ENPM, and ENO did not accurately report
these transactions in accordance with Order 2001°s Filing Requirements Guide and the
Data Dictionary.

Incorrect Product Name

ESI reported incorrect information in the product name field of the transaction
section of its third quarter 2008 EQR report. Audit staff’s analysis of ESI’s EQR
indicated that ESI reported three capacity transactions with a product name of OTHER.
ESI staff stated that OTHER was used in error, and the transactions should have been
classified as Capacity. According to Commission guidance, OTHER should only be used
in the product name column if the product name is not otherwise included.*® Therefore,
EST did not accurately report this transaction in accordance with the EQR Data
Dictionary.

Recommendations
We recommend that Entergy:
1. Establish policies and procedures to ensure that affiliates are properly

identified, transaction prices are not averaged, and NA or OTHER are
used appropriately in future EQR filings;

N

Revise all existing written policies and procedures to ensure that
Entergy reports contract and transaction data accurately, completely.
and consistently with the Commission’s EQR filing guidance. These
procedures should include quality control procedures to review all
contract and transaction information prior to filing, and should be
consistent among all Entergy EQR filers;

3. Examine all customer company names and DUNS numbers reported in
Entergy’s EQRs to ensure accurate and consistent use of customer
names for the same DUNS number and to ensure customer company
names are represented with the correct DUNS number as maintained by
Dun & Bradstreet;

4, Identify all customer company contracts with a reported DUNS number
of “0” or 000000000 and report an accurate DUNS number. EQR
filings that are missing a DUNS number are considered incomplete;

i EQR Data Dictionary at p. 16.
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File revised EQR filings from first quarter 2006 forward, including the
first three quarters of 2009, to address the issues identified in this audit
report; and

Engage an independent auditor to assist Entergy in revising their EQR
reporting policies and procedures to ensure that contract and transaction
data 1s reported accurately, completely, and consistent with the
Commission’s EQR filing guidance. The independent auditor’s scope
should include ensurmg that the policies and procedures are consistent
among all Entergy EQR filers. The independent auditor’s report is to be
filed with the Commussion no later than 1 vear from the date of the Final
Audit Report.

Corrective Actions

In response to audit staff data request, Entergy acquired the DUNS numbers
from the D&RB Database for those entities that it previously reported having a
DUNS number of 0™ or “000000000” with the exception of two. These two
entities stilt do not have D&B numbers. The correct DUNS numbers will be
reflected 1n the second quarter 2009 EQR filing.

[
T
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2. Accrual of AFUDC on Plant Removal Costs

Entergy improperly classified plant removal costs in Account 107, Construction
Work in Progress — Electric. Also, Entergy inappropriately accrued AFUDC on plant
removal costs. Entergy should have classitied plant removal costs in Account 108,

Accumulated Provision for Depreciation of Electric Utility Plant instead of Account 107.

Pertinent Guidance

Entergy’s accounting classification of plant removal costs was not consistent with
the Uniform System of Accounts at 18 C.F.R. Part 101:

Account 107, Construction Work in Progress — Electric, states in part:

A. This account shall include the total of the plant balances or work orders for
electric plant in process of construction.

Account 108, Accumulated Provision for Depreciation of Electric Utility Plant,
states in part:

B. At the time of retirement of depreciable electric utility plant, this account shall
be charged with the book cost of the property retired and the cost of removal and
shall be credited with the salvage value and any other amounts recovered, such as
msurance,

Entergy’s practice of accruing AFUDC on plant removal costs was not consistent
with the requirements of the Uniform System of Accounts.

Electric Plant Instruction No. 3(17) states in part:
“Allowance for funds used during construction™ . . . includes the net cost for the

period of construction for borrowed funds used for construction purposes and a
reasonable rate of other funds used for construction. . . .
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Background

Entergy improperly acerued AFUDC on plant removal costs.™ Entergy has six
associated franchised public utitities that determune their AFUDC rate based on their
existing capital structure.

In January 2004, Entergy began utilizing an asset software application titled Power
Plant. The Power Plant system was designed to track the construction of capital assets
for all five’ franchise public utilities from the time construction beging until the asset is
retired.

[n December 2006, Entergy observed that the Power Plant system overestimated
removal costs which understated Construction Work 1n Progress (CWIP), Most of this
overestimate was due to Entergy overestimating the removal costs associated with the
ANO Steam Generator Replacement (ANO Project). This overestimate occurred even
though Entergy trued-up 1ts estimates for plant removal costs and CWIP monthly. As a
result of this discovery, Entergy recorded a $10,630,387 retroactive accounting entry in
its books and records to reflect the AFUDC not recorded on the understated CWIP
between January 2004 and December 2006 and to reflect the following change in
methodology for calculating AFUDC on plant removal costs.

Entergy changed its accounting methodology effective January 2007, to recognize
plant removal cost when the project is placed in service rather than monthly. When the
project 1s placed in service, Entergy determines what percentage of the costs are plant
removal costs. Entergy then transfers the plant removal costs from Account 107,
Construction Work in Progress-Electric to Account 108, Accumulated Provision for
Depreciation of Electric Utility Plant. Under this accounting methodology, Entergy
accrues AFUDC on plant removal costs during the construction period until the project is
completed and placed in service.

[n an effort to determine the total amount of AFUDC accrued on plant removal
costs, Entergy performed preliminary calculations. During the period of January 2004
through the present, the amounts of AFUDC accrued on plant removal costs ranged
from $1.47 million to $5.9 million for the six {ranchised public utilities.

36 ,
Plant removal costs are mostly labor costs but there 1s a small amount of
retirement or material costs also associated.

" Prior to December 31, 2007, Entergy had five Franchised Public Utilities.

27



Exhibit RMD-10G
2022 Rate Case
Page 32 of 38

Entergy Corporation Docket No. FA09-8-000

Recommendations

We recommend that within 60 days of the issuance of this audit report Entergy:

7.

10.

Adopt accounting polices and procedures consistent with the Uniform
System of Accounts and refrain from classifying plant removal costs in
Account 107. Submit the accounting policies and procedures to the
Oftice of Enforcement, Division of Audits;

Submit its methodology for calculating the amount of AFUDC
improperly accrued on plant removal costs since the inception of this
accounting practice to present with the Office of Enforcement, Division
of Audits;

Record correcting entries to eliminate the amount of AFUDC accrued
on plant removal costs while recorded in Account 107 from January
2004 to current. Submit journal entries and PeopleSoft print screens to
Office of Enforcement, Division of Audits; and

Perform analysis to determine if audit staff’s corrective actions impact
wholesale formula rate billings, and if necessary, adjust formula rate
billings as appropnate. File such analysis with the Office of
Enforcement, Division of Audits.
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3 Miscellaneous Accounting Classification Errors

Entergy’s service company EST and the franchised public utilities classified certain
expenses in the wrong accounts. ESI should have classified the transactions mentioned
below 1n the proper account as prescnbed in the Uniform System of Accounts for
Centralized Service Companies at 18 C.F.R. Part 367.

Account Proper
Description _Used Account
Travel, and meals, related to donations 921 and 930.2 426.1
Payment for flight of family member of
an Entergy employee 921 426.5
Board of Director Fees 921 930.2
Management of rewards program by
outside agency 921 923

EST should have classified the transactions mentioned above in the proper account
as prescribed in the Uniform System of Accounts for Centralized Service Companies at
I8 C.F.R. Part 367. Also, the tranchise public utilities must correctly classify these
transactions in its books and records in accordance with the Uniform System of Accounts
Prescribed for Public Utilities and Licensees at 18 C.F.R. Part 101 to the extent that these
transactions are not properly classitied. Audit staff has determined that such
misclassifications were immaterial and would have a de minimis affect on wholesale
formula rate billings.

Recommendations

We recommend that Entergy:
11, Establish procedures to ensure that ESI record similar charges in the
future consistent with the requirements in the Uniform system of

Accounts; and

12 Ensure that the franchise public utilities correctly classify these
transactions m their books and records.
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4. Reporting of Cost Allecation Methodologies

Entergy Corporation did not follow the mstructions on the FERC Form No. 60
filed in 2007 and 2008 for its four service companies by not including all of the cost
methodologies used during those vears. Entergy must report all cost allocation
methodologies, including sub-cost allocation methodologies in the FERC Form No. 60
for both 2007 and 2008.

Pertinent Guidance

The instructions to FERC Form No. 60, p. 402.1, for 2007 states i part;

List the currently effective methods of allocation being used by the service
company.

Further, the instructions to FERC Form No. 60, p. 402.1, for 2008 states in part:
Include any other allocation methods used to allocate costs.
Background

Audtt staff gathered from Entergy all of the cost allocation methodologies used
during the audit period. Durning the audit period, Entergy used 106 cost allocation
methodologies. However, Entergy’s EST only reported 46 of the 106 cost allocation
methodologies used in its FERC Form No. 60 for 2007 and 47 of its 107 for 2008. When
audit staff inquired about the discrepancy in the number of cost allocation methodologies
listed in the FERC Form No. 60, Entergy informed audit staff that the 46 cost allocation
methodologies listed in the FERC Form No. 60 are only the primary allocation methods
and the remaining cost allocations are variations of the primary allocations or sub-cost
allocation methodologies.

The instructions in the FERC Form No. 60 require Entergy to list the currently
etfective methods of allocation being used by the service companies. Although the sub-
cost allocation methodologies are variations of the primary methodologies on file with
the Commussion, audit staff determined that the sub-cost allocation methodologies
mmvolve differing affiliate entities and allocation percentages than the methodologies on
file with the Commission. Because the sub-cost allocation methodologies go beyond the
confines of those on file with the Commission, audit staff believes the sub-cost allocation
nethodologies should be reported in the FERC Form No. 60.
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Recommendations

14, We recommend that Entergy report all of the cost allocation
methodologies, including sub-cost allocation methodologies, and re-file
page 402.1 of the FERC Form No. 60 for 2007 and 2008.
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Entergy Services, Inc.
Con w0

October 20, 2009

Bryan K. Craig

Director, Division of Audits

Office of Enforcement

Federal Energy Regulatory Commission
888 First Street, N.E. - Room 51-37
Woashington, D.C. 20426

In reply to: Office of Enforcement Docket No. FA09-9-000

Dear Mr. Craig:

On October 5, 2009 Entergy Corporation (“Entergy™ or the “Company™) received the
draft audit report describing the findings and recommendations from the audit of Entergy
Corporation' for the period of January 1. 2006 through December 31, 2008. Thank you for the
opportunity to review a draft of the audit report. Please find enclosed our response to the draft
findings and recommendations. With respect to the specific findings and recommendations, we
offer the following responses as requested.

Response to Findings and Recommendations

1. EQR Reporting Errors

Entergy generally agrees with the findings and recommendations regarding EQR filings,
and will agree to implement the recommended actions in accordance with the procedurcs
outlined in the Audit Report . Regarding the incorrect term names in the term name field that
conflict with the increment names, the Entergy entities recognize that they reported term names
of LT while simultaneously reporting increment names of M. We note that all of the Entergy
entities” EQRs with LT in the term name in the transactions tab and M as the increment name
passed the EQR validation step, and also that review of the EQR filings of a number of other
non-affiliated entities show numerous similar instances of simultaneously using LT and M in the
transactions tab. The Entergy entities respectfully submit that the Commission could use data
validation, as it does with other fields, to ensure that the desired values are entered into the EQR
software. In this way, EQR filers would have the opportunity to correct this error prior to
submittal through the Commission’s EQR database.

' Entergy Services. Inc.: Entergy Operations, Inc.; Entergy Nuclear Operations. Inc. and Entergy Enterprises, Inc.
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2. Accrual of AFUDC on Plant Removal Costs

Entergy acknowledges the findings and generally agrees to the AFUDC-related
Recommendations in the Draft Report. In response to Recommendation 7, Entergy will agree to
adopt Company policies and procedures consistent with the Uniform System of Accounts, which
are based upon the recommendations in the Audit Report. The Company will agree to revise its
accounting policies and procedures consistent with the Unitorm System of Accounts and refrain
from including removal costs in the balance of CWIP on which AFLDC 1s calculated. Upon
finalization of the new accounting policies and procedures. Entergy will submit the requested
documentation to the Otfice of Enforcement, Division of Audits, in accordance with procedures
outhned in the Audit Report,

With regard to Recommendations 8, 9 and 10, Entergy has used a number of
methodologies to perform preliminary calculations of the amount of AFUDC that may have
accrued on removal costs during the time period January 2004 to present. The preliminary
estimates of AFUDC which may have been accrued on removal costs are immaterial under each
of the preliminary methodologies. Entergy will perform a final analysis, which is expected to
also show that the estimate of AFUDC potentially accrued on plant removal costs is immaterial
and had no effect on billing rates. However, Entergy acknowledges the findings in the audit
report and agrees to record correcting entries as recommended. Entergy will submit its final
methodology for the calculation of an estimated amount of AFUDC which may have been
improperly accrued on plant removal costs since 2004 and copies of journal entries to record the
correcting entries. Similarly, the Company believes that, due to the immaterial amount, there
will be no effect on wholesale formula rate billings as a result of the AFUDC corrective action
recommended by FERC. The Company will provide the final methodology for the calculation,
copies of journal entries and its analysis of the impact on wholesale formula rate billings to the
Office of Enforcement, Division of Audits, in accordance with the procedures outlined in the
Draft Audit Report.

3. Miscellaneous Accounting Classification Errors

With regard to Recommendation 11, while we agree that the classification errors
described in the draft audit report of the Office of Enforcement are immaterial and would have a
de minimis atfect on wholesale formula rate billings, Entergy concurs with the recommendations
described for those types of transactions. Entergy will review its current procedures and make
changes to ensure that in the future ESI records similar charges of the type noted by the Division
of Audits consistent with the Uniform System of Accounts, in accordance with the procedures
outhined in the Audit Reporr.

With regard to Recommendation 12, ESUs affiliate billing procedures ensure that these
types of transactions billed to the franchise pubjic utilities” are recorded to the same account on
the franchise public utilities books and records. Therefore, corrections to change the
classification ot these types of transactions on the books and records of ESI will also result in the
correct classification on the books and records of the franchise pubhic utilities.

" Entergy Corporation’s associated franchised public ublities inciude Entergy Arkansas, Inc., Entergy Louisizna,
Inc., Entergy Gulf States Louisiana, LLC, Entergy Texas, Inc, Entergy New Orleans, Inc., and Entergy Mississippi,
inc.

[a
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4. Reporting of Cost Allecation Methodologies

Entergy agrees with Recommendation 14 and plans to re-file ESI's FERC Form No. 60
for the ycars 2007 and 2008 to include sub-cost allocation methodologies, in accordance with the
procedures outlined in the Audit Report.

Should you have any questions. please contact myselt or David Fishel at 202-530-7317 or
via email at dfishel/wientergy.com.

Sincerely,

ﬁ N /i fm /\(/L73

Lauren G. Kenney
Controller, Utility Operations

e Ms. Kathryn Lichtenberg
Mr. Theodore Bunting
Mr. David Fishel
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Affiliate Billing Process Discussion

Summary
Entergy Services and the other Entergy-affiliated companies use three
mechanisms to bill affiliates for services rendered: (1) project billings; (2) loaned
resource billings; and (3) co-owner billings. These mechanisms are included in
the affiliate billing process (“billing process”). Project billings are transactions billed
to affiliates for services rendered using project codes (PC) to determine how costs
should be billed to affiliates. Loaned resource billings include charges for loaned
payroll, transportation, and/or materials and supplies. Co-Owner billings include
costs incurred by one Entergy affiliate for the operation and maintenance of a
jointly-owned plant, and subsequently transferred to another affiliate based on their
ownership. Entergy service companies such as ESL, EOI, EEI, and ENOI typically
bill via project billings. Other affiliates that are not service companies can only use
loaning and co-owner billings when billing an affiliate. Attachment 1 depicts the
differences between project billings, loaned resource billings, and co-owner billings

that will be discussed.

Project Billings

Project Billings - Overview:

As depicted in Attachment 2, the large majority 89.5% of total test year affiliate
billings to ETI are project billings. In order to bill an affiliate for services provided
via a project billing, a transaction must have an assigned project code. Each

project code is assigned a single billing method that determines how costs
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captured under the project code will be distributed. The billing method results in
either a “direct” billing (billed 100% to one affiliate) or an “allocation” to multiple
affiliates. When services are provided to more than one affiliate, charges for
services rendered by ESL are allocated using billing methods based on cost
drivers that are filed with the Federal Energy Regulatory Commission (FERC).
Every billing method is based on a cost driver. Billing methods are discussed

below under “Billing Process.”

Project Code System:

Entergy uses a project costing application (PowerPlan) that provides a single point
of entry for all project codes (PC). During set-up, the preparer of the PC request
enters several elements for the establishment of a project code in PowerPlan.
These elements are discussed below under “Project Code Set-Up.” PowerPlan
also maintains electronic approvals for all PCs. Furthermore, procedures are in
place to update the PC data whenever any change is made to any element of a
PC. The procedures help ensure that employees have sufficient, up-to-date PC
information, either to locate the proper PC to bill for a given service, or to determine

that a new PC is warranted.

Project Code Set-Up:

Attachment 3 depicts in graphic form the process of setting up a billable project

code. A new project code is needed primarily when a department or functional
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area begins a new process, project, or initiative and the department is required or
wants to capture the costs associated with the new activity separately. As shown
in Box 2 of Attachment 3, an employee (the “preparer” or “initiator”), often the
employee who recognizes the need for a new project within the department,
requests a new PC in PowerPlan. During the process of completing a PC
request, the preparer provides a descriptive title for the PC and determines the
appropriate billing method, which may directly bill one affiliate or allocate costs to
multiple affiliates. The preparer also describes the scope of the PC, including its
overall purpose, the primary activities to be performed, the products or
deliverables expected, and a justification of the billing method selected for each
service company expected to receive and subsequently bill charges. Attachment
4 contains the guidelines for completion of a project code scope statement.
During PC set-up, the preparer must also specify whether the project will be
budgetable and/or chargeable, and must also list the Business Units that may
charge the project directly. If the charges billed under the PC are to be charged
to a specific account or product, the preparer enters those requirements on the
PC request to ensure that charges are recorded correctly.

When completed, the PC request must be approved at multiple levels. First,
as shown in Box 3 of Attachment 3, the department’s Financial Business Partner
(FBP) or manager (“intermediate approver”) reviews the PC request for accuracy
and ensures costs are budgeted appropriately. Once reviewed, the intermediate

approver will either approve or reject the PC request. If the request is rejected, the
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preparer must either delete the request or modify the request to the intermediate
approver’s specifications. Once modified, as shown in Box 7, the request is sent
back to the intermediate approver for review and approval once again.

After the intermediate approver approves the PC request, it is sent to the
Affiliate Accounting and Allocations team (AAA), as shown in Box 5. The AAA
reviewer verifies that all elements of the scope statement are included and, most
importantly, that the billing method selected is appropriate. Also, if the preparer
does stipulate the product to which the charges under the PC should be billed, the
AAA reviewer ensures that the information is appropriate. The AAA reviewer also
determines whether the Business Units designated are valid to use the project
code are reasonable. After the AAA reviewer determines whether all elements are
appropriate, he or she approves or rejects the PC request accordingly. As shown
in Box 10, if the PC request is rejected, the preparer must modify it to AAA’s
specifications, and then send it back to AAA for review and approval. If the PC
request is approved, as shown in Box 11, the code is activated, enabling
employees to charge costs to it. After charges are accumulated in a project code,

they are either directly billed or allocated through the project billing process.
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Billing Process:

As discussed, service companies such as ESL, EOI, EEI, and ENOI use Project
Code based billing. Attachment 5 depicts a flowchart of this billing process.

The billing method assigned to a PC ultimately determines which affiliate(s)
will be billed for a project billing. The costs are distributed based on the allocation
percentage for each Business Unit under the assigned billing method (see Box 3
of Attachment 5). In addition, if affiliate costs are billed to another service company
under an assigned billing method, these costs are subsequently charged to the
affiliates served by that service company based on the billing method assigned for
that service company within the PC (see Box 5 of Attachment 5). For example, if
ESL allocates a portion of costs to EOI, EOI will also have a billing method
assigned to the PC to determine what affiliate should ultimately receive those
costs.

Attachment 6a contains a listing of the ESL billing allocation methods used
along with a description of each method. Attachment 6b contains the billing
methods used by ESL to distribute costs during the Test Year along with the
percentages allocated to each Business Unit and the cost driver for each method.
Attachment 6¢ contains all of the statistics for the individual non-regulated
companies that make up the EEI statistics contained on attachment 6b.
Attachment 7 contains a listing of all billing methods used by ESL to bill costs to

ETI during the Test Year, and the amounts billed for each method.
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When the charges to be billed to each affiliate for a transaction are
determined, the respective affiliates receiving the services record each transaction
amount to a designated FERC account (Box 6 of Attachment 5), and record a
corresponding payable (Box 8 of Attachment 5) for the amount due to the affiliate
service provider originating the service.

The service companies (e.g., ESL) record revenue in a revenue account for
each affiliate billed and record a corresponding receivable for the amount due from
each affiliate (Boxes 7 and 9 respectively of Attachment 5). As indicated in Box
11 of Attachment 5, the receivable and payable balances are relieved when each

affiliates pays the service company for services rendered.

Billing Method Updates:

ESL billing allocation methods are updated annually (i.e. on January 1%t) based on
data for the previous 12 months ending in September. Certain billing methods are
updated quarterly. Billing methods are also occasionally updated more frequently
due to changes in affiliates served (e.g. the addition of a new business unit) or

changes in business operations.

Loaned Resource Billings
The loaned resource mechanism, which is typically used by Entergy’s non-service
company affiliates, bills affiliates directly and does not distribute costs based on an

allocation factor. These loaned resource billings can include a project code, but do
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not flow through the project billing process. The Business Unit receiving the
services is entered into the Payroll recording system by the employee. Loaned
resource billings involve the loaning of various types of resources from one
department and/or Business Unit to another. Most loaned resource transactions
are employee labor costs. This type of loaned resource transaction is known as
loaned labor. Other loaned resource transactions include materials and
transportation costs.

The use of loaned resources can best be explained through an example.
Assume, for discussion purposes, that an employee in the Customer Service
Center at ETI is asked to provide temporary emergency assistance to an Entergy
Louisiana Customer Service office. The ETI employee belongs to one Department
and Business Unit; the Entergy Louisiana Customer Service office is part of
another Department and Business Unit. The ETI employee will record his or her
time in the payroll reporting system by charging the Loaned Labor BU Charged
field (in this case Entergy Louisiana) and Loaned Labor Department Charged field
(in this case the Entergy Louisiana customer service department) to specify the
borrowing Business Unit and Department. By recording his or her time in this
manner, the employee will be directly billing Entergy Louisiana for his or her time.

Loaned Resources are directly charged to the Department and Business
Unit of the affiliate receiving the services. If the loaning transaction is between
different Business Units, then payables and receivables are set up and the

receiving company sends payment to the affiliate providing the services.
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Affiliate Billing Process Discussion

Co-Owner Billings

The co-owner billing mechanism is used when one Entergy affiliate
transfers a percentage of the operating costs of a shared plant to another Entergy
affiliate. Allocation rules are created to capture costs that meet the criteria for co-
owner billing. These allocation rules create the journal entries that transfer the
costs from the Entergy affiliate operating the plant to the co-owner Entergy affiliate
based on the respective ownership percentages of each company. These rules
use a combination of FERC Account, physical location code, resource code, and
project code as the criteria for capturing costs to be billed through the co-owner
process. The entries created through this process reduce expenses and create a
receivable on the operator’s books, and record expense and create a payable on

the co-owner affiliate company’s books.

Billing Process Controls
A description of the billing process controls in place to help ensure that
billings to affiliates properly reflect the actual cost of service is provided in

Attachment 8.
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Guidelines for Completing a Project Scope Statement!

A properly completed scope statement must include four sections:
1. Statement of Purpose

The statement of purpose should include a description of services to be provided
and should summarize the overall purpose of the project. The general
description should expand on the title (i.e. not just repeat the title).

Items to be identified within the Statement of Purpose:

- Specific reason for each individually unique project

- Location (jurisdiction) of the site, transmission line, or substation affected, if
applicable

- Beneficiary of the activities captured by the project

If the service is required by a regulatory agency or judicial body, the preparer
should identify the regulatory requirement legislation or judiciary order in general
terms and identify the regulatory judicial body. Ex. This project code is
necessary to meet transmission tariff policies set forth by the Federal Energy
Regulatory Commission (FERC).

Ex. The overall purpose of this project is to capture and manage costs
associated with Entergy's addition of fault locating equipment at Himex
Substation in Texas. The equipment addition is required to provide reliable
customer service and for the continued operation of Entergy's infrastructure.

Ex. The overall purpose of this project is to capture and manage costs
associated with payroll, office expenses, and vendor service expenses required
to effectively communicate with all requlated and non-regulated employees of
Entergy. The communications are necessary to help Entergy reach out to inform,
motivate, coordinate, and lead employees.

2. Primary Activities
The primary activities section of the scope statement should include a description

of the primary activities, tasks, processes, and projects that will be charged to the
code. Also, the types of charges (i.e. payroll charges, purchase price, etc.) that

! Project scope statements are required for ESL and EOI billable projects only.

Page 1 of 3
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will be captured by the project should be identified. Uncommon acronyms should
be avoided or defined.

Ex. The primary activities associated with this project code are supervision
of work force, technical assistance, oversight and ordering materials and supplies
fo add fault locating equipment at Himex Substation, which is necessary fo
maintain/improve Entergy'’s infrastructure.

Ex. The primary activities associated with this project code are production of
printed materials, audio visual materials, electronic, and face to face
communications which educate employees to news, events, policies, and
business activities of Entergy, as well as, provide information to all regulated and
non-regulated employees that are required to conduct the day fo day business of
Entergy. These activities provide employees with information intended to
enhance performance, improve skills, and provide a central strategic focus that
results in better service to customers.

3. Primary Products or Deliverables

The primary products or deliverables section should be a 1-2 sentence general
description of the primary products or deliverables. It may be helpful to include a
sentence describing the benefits of the services provided under this project code.

Ex. The primary products or deliverables of this project code are to maintain
reliable operation system and components maintained to support and/or enhance
Entergy's infrastructure.

Ex. The primary products or deliverables of this project code are regularly
produced employee communications; special employee communications;
employee benefits and compensation materials;, and other communications
needed to benefit employees in their day to day activities. Customers benefit
because these materials are produced from a single source and are used by all
Entergy entities.

4. Justification of Billing Method

The Justification of Billing Method is the most critical section of the scope
statement and justifies the billing of costs from ESI and EQOI to other Entergy
business units. This section should clearly document the cost driver of the
services provided under the Project Code and the connection between that cost
driver and the billing method selected.

The billing method assigned to the Project Code determines the allocation of
costs to the appropriate business units. The Project Preparer is responsible for
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selecting the appropriate biling method because he or she is most
knowledgeable about the work to be performed. Each billing method is
comprised of one or more components of a cost driver. The billing method may
be direct, in which case it is based on a direct cost driver. In some cases there
may be more than one component driving the costs of the project which requires
the allocation of costs. These components should be considered in selecting the
most appropriate billing method. For example, a Marketing Project Code is used
to capture costs associated with sending information to Louisiana electric utility
customers. The billing method CUSTELLA might be chosen because it allocates
costs based on the number of electric customers in Louisiana. CUSTELLA is a
billing method that includes components (electric only, Louisiana only) of the
customer cost driver.

The billing method selected in the billing method panel should be clearly
stated in the Justification of Billing Method section of the Scope Statement.
While overrides are important to the correct allocation of costs and should be
considered when choosing the appropriate billing method, references to
overrides are not necessary and should not be included in the Scope Statement.

When ESI billing methods allocate costs to EOI, the Project Preparer must also
justify the EOI billing method that bills the allocated EQOI costs to the sites.

Ex.” Costs are driven by the activities necessary to add fault locating equipment
at Himex Substation, an ETI facility. Therefore billing method, DIRECTTX, which
bills 100% of the cost to ETI, is chosen. The applied billing method is appropriate
because 100% of the costs captured in this Work Order were incurred to provide
services solely to ETI.

Ex 3 Costs are driven by the number of communications that are necessary
throughout a twelve-month period. The billing method is appropriate because
these activities are directed to all regulated and non-regulated employees and
costs are incurred as a result of such employees. Each company utilizes these
communications services in proportion to the number of employees in each
company. Therefore, the appropriate billing method for ESL is EMPLOYAL, which
is based on the number of full and part time employees at period end. The billing
method for EOl is EMPLOEQI, which distributes nuclear costs to each site based
on the number of employees who receive these communications. This billing
method is appropriate, because these costs arise as a function of the number of
employees receiving communications at each nuclear site.

2 Direct Billing Method example.
3 Allocated Billing Method example.
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See Native Excel file Dumas Direct Exhibit 15_Attachment 6.
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