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Affiliate Billing Process Controls

Overview

Several process controls have been established and are in place to help ensure

that billings to affiliates represent the actual costs of items or services provided to

such affiliates. A brief discussion of each of these controls is provided below.

Billing Process Controls — General

Multiple Approvals of Project Codes:

Multiple approvals by various parties are required for newly initiated project codes.
The preparer of a project code (PC) request is responsible for assigning an
appropriate billing method(s) to the PC, based on the scope and nature of the work
to be performed. The preparer is often the person with the most knowledge about
the project and, therefore, is most qualified to choose the appropriate billing
method. As a check to make sure the PC has been set up correctly, a minimum
of two review points exist. When a new PC is initiated in PowerPlan, a member of
Finance Business Partners (FBP) or the department manager reviews the PC
request. An AAA employee, also, will review the project to ensure that the
appropriate billing method is assigned. The projects scope statement, which
includes the primary purpose, primary activities, primary products or deliverables,
and justification of billing method for the project is read to determine the billing
method’s appropriateness. If the scope statement and the billing method chosen

are appropriate, then the PC is approved by the AAA employee. Depending on the
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PC, other reviews may also be required to further ensure that the PC is set up
correctly. For instance, projects that result in capital expenditures must be
reviewed by the Property Accounting department. Once the project code request
is approved by AAA, the project is ready to receive charges. These charges will
proceed through the automated affiliate billing process also known as Service
Company Billings. Personnel involved in establishing or reviewing PCs receive
training on the selection of an appropriate billing method(s), and on proper
procedures for capturing data using project codes. To see the project code set-up
in flowchart form, please see Attachment 3 that depicts the process of setting up

a billable project code.

Approval of Loaned Resource Billing Transactions:

Manager approval is required before an employee can initiate a loaned resource
transaction involving labor. This ensures that the process is being used correctly

and when appropriate.

Co-owner Allocation Rules:

The co-owner billing process uses allocation rules to capture costs that meet the
criteria for co-owner billing. These rules use a combination of FERC account,
physical location code, resource code, and PC as the criteria for capturing costs
to be billed through this process. Co-owner allocation results are reviewed monthly
by the allocation owners in the Fuel Accounting department or the Miscellaneous

Receivables department.
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Approval of Source Documentation:

Prior to the recording of a transaction on the Company’s books, the appropriate
personnel must review and approve source documentation (such as timesheets,
accounts payable vouchers, and journal entries), in accordance with the

requirements of Entergy's approval policies.

Budget Process Activities:

The budget process also serves as a method of control. Specifically, budget
coordinators are directed during budget training to review the project codes used
by their departments to ensure that they are appropriate for the services being
provided, including the billing method(s) assigned to the project code(s).

In addition, the management of each department reviews actual charges on
a monthly basis and compares them to budget. This is accomplished through
review of the department’s cost reports, which provide actual versus budget

comparisons in several ways (e.g., by project, activity, and resource codes).

Monthly Allocation Results and Billing Analysis:

Reasonableness testing is performed on a monthly basis as a control to ensure
the reasonableness of affiliate charges. This process includes reviewing variances
within each account. Once a material variance is discovered, it is analyzed, and
any necessary adjustments are made. Specifically, personnel have the

opportunity to identify billing exceptions (not previously identified) through the
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review, analysis, and reconciliation of variances. If, during the monthly analysis of
financial results, a charge by an affiliate to another Business Unit is questioned by
management, Finance Business Partners, the Billing Analysis Review Team
(BART), or others, then the charges are investigated by Affiliate Accounting and
Allocations or another responsible party and handled appropriately. The charge
can be traced back to the original entry that created the billing to the company to
best analyze the charge. For example, if the analysis of ETI's non-fuel operation
and maintenance (“O&M”) expenses indicates that a charge originated from ESL,
then the PC generating the billing can be identified. The charges to the PC can
then be researched in ESL's general ledger to see what sources initiated the
charge and if the charge was billed appropriately.

In addition, Affiliate Accounting and Allocations tests the billing results and
other allocation results monthly to ensure that project code transactions are billing
correctly, and allocation results are accurate. Preliminary allocations are run at
various times throughout the month in order get a preliminary view of the allocation
results before the final allocation run. The final allocation run is always the last
business day of the month. Allocation owners are emailed after preliminary
allocation runs as a notification and reminder to check preliminary allocation
results. Each individual allocation owner will check allocations and notify AAA’s
allocation administrator of any issues, so that issues can be resolved before the
final allocation run. In addition, AAA sends out net income reports during the close

period that will identify any PC that didn’t bill out costs. Specifically, these reports
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indicate the amount of net income, if any, at each service company by PC. AAA

employees will analyze the issues and resolve them in a timely manner.

Authorization Required to Access Corporate Applications:

Another control is the authorization required to access certain software.
Employees must be given permission, and must be issued an ID, prior to obtaining
access to corporate applications such as PeopleSoft applications, Accounts
Payable systems, and Payroll systems. Each user is also often restricted to
specific functions within each system relative to his or her requirements and
position. Also, these programs are protected by user passwords. These controls
help ensure that affiliate costs are properly supported, and no unauthorized
changes are made for project billings, loaned resource billings and co-owner

billings. Quarterly reviews of system access are required under SOX testing.

Billing Process Controls — ESL

In addition to the controls discussed above, ESL has the following additional

controls:

BART Monthly Reviews of ESL Billings:

The BART monthly analysis of ESL billings is a review process that includes
representatives from each of the regulated companies in order to provide

assurance to the Entergy Utility Presidents and jurisdictional regulators that the

Page 5 of 12



Exhibit RMD-15
Attachment 8
2022 Rate Case

ESL bill is descriptive and reasonable and that ESL costs are properly allocated.
As a result of this team's work, several monthly service billing reports were
developed for use as tools to help monitor the cost allocation process on an
ongoing basis. One report, by Business Unit, lists each PC charging the Business
Units by PC number, PC description, and billing method utilized. The data is
summarized by month and includes a year-to-date total. The second report
provides total monthly charges for each PC by Business Unit. Additional reports
list all new PCs and PCs with billing method changes during the current month.
This report includes PC descriptions, project manager names, and the budgetable
and chargeable status of the projects. The BART team is comprised of Affiliate
Accounting and Allocations, Finance Business Partners, and regulatory
representatives as well as regulatory and other business analysis representatives
from the operating companies. The BART team has regularly scheduled monthly
meetings to review billing results of the preceding month and to discuss billing
Issues.

During the monthly BART meetings, team members review billing results,
inquire about specific project billings, and challenge project billing method
assignments. Some issues raised during the course of a BART meeting are
successfully resolved during the meeting. Unresolved issues are maintained and
resolved by AAA after the meeting. The resolution of these issues is later

communicated with BART team members.

Employee Training:
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Each ESL employee is ultimately responsible for charging the costs that he or she
incurs to the appropriate PC, and thus billing the companies receiving the services
appropriately. As a guide, ESL Time and Expense Training materials are posted
on the Affiliate Accounting and Allocations section of Entergy’s internal web. All
ESL employees are required to acknowledge their review of these training
materials on an annual basis via our Corporate Training application, My Learning.
This training stresses the importance of choosing the correct PC. It also discusses
the role of billing methods in billing the appropriate companies for services
rendered and emphasizes that direct billing is preferred over allocating charges
where possible. The training also reviews how to determine which PC should be
used for specific services. These ESL Time and Expense Training materials are

included in Exhibit RMD-16.

Internal Reviews of Affiliate Transactions and Processes

Internal Audit reviews the controls and performs tests of transactions and balances
related to affiliate billings. Specifically, related to the Sarbanes-Oxley Act, Internal
Audit reviews the risks, control activities, and testing of those control activities
associated with the affiliate billing process. Their review includes the related
funding, allocations, intercompany account reconciliations, and access request

processes associated with the overall affiliate billing process.

External Reviews and Audits of Affiliate Transactions and Processes:
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There are several reviews or audits of affiliate transactions and processes that
occur routinely. For instance, Deloitte & Touche LLP (D&T) performs certain
agreed upon procedures annually at the request of Entergy to satisfy a requirement
included in an October 1992 Settlement Agreement, as amended, between certain
regulators and Entergy.

In connection with the performance of their procedures, D&T selects several
intercompany transactions billed to Entergy Enterprises Inc. by Entergy affiliates
to ensure that they were billed in accordance with Public Utility Holding Company
Act (PUHCA) 2005 affiliate billing requirements.

In addition, the annual external audit of Entergy Corporation and its
subsidiaries’ financial statements performed by D&T helps to detect whether the
intercompany accounts and billing processes are producing any material
misstatements in the financial statements. The Sarbanes-Oxley Act also requires
that an independent auditor attest to the accuracy of the Company’s disclosure
regarding the effectiveness of its internal controls. In this connection, D&T also
reviews risks, controls activities, and testing of control activities associated with
the affiliate billing processes.

Further, the FERC, under the authority of the PUHCA 2005, is authorized
to periodically conduct audits of service companies. These service company
audits include an examination of each service companies’ compliance with cross-
subsidization restrictions on affiliate transactions at 18 C.F.R. Part 35, accounting,
recordkeeping, and reporting requirements at 18 C.F.R. Part 366, compliance with

the Uniform System of Accounts for centralized service companies at 18 C.F.R.
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Part 367, and preservation of records requirements for service companies at 18
C.F.R. Part 368. During the most recent FERC audit of Entergy’s four service
companies, including ESL, covering the period January 2006 through December
2008, the FERC tested for compliance with the aforementioned regulations by
conducting tests of the service companies’ cost allocations and the charges billed
by the service companies. The FERC reviewed and tested the supporting details
for the service companies’ cost allocation methodologies, tested the centralized
service companies’ costs and accounting, and reviewed selected service
companies’ billings and the corresponding associated franchised public utilities’
accounting for the billings. The FERC letter order dated December 9, 2009, in
connection with this audit found there were no significant deficiencies related to
the allocation methodologies, accounting, or pricing of service company

transactions.

Sarbanes-Oxley Controls and Testing:

In accordance with Section 404 of the Sarbanes Oxley Act, Entergy is charged
with supporting its evaluation of internal controls with sufficient evidence including
documentation. Affiliate billings are tested for compliance with Sarbanes Oxley
quarterly. AAA keeps documentation current as it relates to processes, risks,
controls and test plans, evaluates the effectiveness of internal controls, documents
test results in Archer (Enterprise Governance, Risk and Compliance) and actively

manages issues. Such tests for internal controls, as they relate to affiliate billings,
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include Record Payroll Loaders and Payroll Accruals, Funding and Repayment of
Service Billings, Calculate and Record Service Billings, Account Reconciliation
Testing, various other allocations, and quarterly reviews of system access. Each
process has been evaluated for control risks and each risk has been identified and
documented. Testing includes review of process flowcharts and tests for the
controls associated with each designated risk.

On an annual basis, Internal Audit, accounting personnel, and our external
auditors (Deloitte & Touche) evaluate internal controls tests. The external auditors
assess the adequacy of documentation in Archer, test and validate the
effectiveness of controls, and issue a 404 attestation to the investing community
via Entergy’s 10-K. If any deficiencies are reported, immediate steps are taken to
resolve issues through the use of the Archer system where an action plan is

created.

FERC Compliance Controls and Testing

In accordance with FERC policies and guidelines, Entergy has established a
formal FERC compliance program that identifies risks, control activities, test
procedures, and test results for Entergy’s key FERC requirements. Similar to
Sarbanes-Oxley controls and testing, Entergy maintains the documentation for
these requirements, risks, control activities, test procedures, test results, and any
related issues in Archer. The tests of FERC control activities, as they relate to

affiliate billings, include testing related to FERC pricing requirements as set forth



Exhibit RMD-15

Attachment 8

2022 Rate Case
Page 11 of 12

under FERC Order Nos. 707 and 707-A, which became effective as of March 31,
2008. These orders include asymmetrical pricing requirements for transactions
between franchised public utilities and their non-utility affiliates. The control
activities related to FERC pricing requirements are tested on a quarterly basis to
ensure compliance with the FERC requirements.

In addition, Entergy reports the methods of allocation in the annual FERC
Form 60 filed by each of its service companies. The related FERC Form 60
schedule indicates the service department or function and the basis for the
allocation used when employees render services to more than one department or
functional group. Further, new allocation formulas are submitted to the FERC for

review and acceptance prior to implementation.

Affiliate Transactions Policy

The Entergy System Accounting Policy entitled “Affiliate Transactions” is posted
on Entergy’s internal web. This policy is maintained by the Affiliate Accounting
and Allocations group and sets forth the standards for affiliate transactions related
to affiliate controls and pricing. This policy is reviewed annually and updated as

necessary.



Exhibit RMD-15
Attachment 8
2022 Rate Case
Page 12 of 12

Summary
The use of project codes and cost-causative allocation factors filed with the FERC,
as well as the internal review of charges among all affiliates, including ETI, help to
ensure that all affiliates bear only those charges for services each receives. Each
of the controls discussed above is an integral part of a multi-faceted process that
is designed to bill the appropriate share of reasonable and necessary charges to

the affiliates.
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Deloitte & Touche LLP
e o. e 701 Poydras Street, Suite 4200
O New Orleans, LA 70139-7704

USA

Tel: +1 504 581 2727
www.deloitte.com

INDEPENDENT ACCOUNTANT’S REPORT

To the Management of Entergy Corporation:

We have performed the procedures enumerated below on Entergy Corporation and Subsidiaries (the
“Company”), related to Entergy’s and the Arkansas Public Service Commission’s, the Mississippi Public
Service Commission’s, the Louisiana Public Service Commission’s, the Public Utility Commission of Texas’,
and the Council of the City of New Orleans, Louisiana’s, evaluation of whether selected intercompany
transactions billed to Entergy Enterprises, Inc. by Entergy Services, LLC, Entergy Operations, Inc., Entergy
Arkansas, LLC, Entergy Louisiana, LLC, Entergy Mississippi, LLC, Entergy New Orleans, LLC, Entergy Texas,
Inc., and System Energy Resources, Inc. (collectively the “Companies”) and selected intercompany
transactions billed to Entergy Power, LLC (“EPL"), Entergy TransCo HoldCo, LLC, Entergy TransCo Texas,
LLC, Entergy Services Holding, Inc., and Morpheus One Holdings, LLC by Entergy Services, LLC were in
compliance with the billing cost drivers accepted by the Federal Energy Regulatory Commission (“FERC")
in its order dated December 12, 2006 and as amended by its orders dated November 29, 2007, December
10, 2007, May 29, 2009, December 20, 2010, December 18, 2013, February 18, 2016, August 31, 2016,
and May 11, 2018 (the “FERC Order”), during the year ended December 31, 2021. A summary of the
population of intercompany transactions subject to our procedures is shown as Attachment A.

We make no representation regarding the appropriateness of the procedures either for the purpose for
which our report has been requested or for any other purpose. Accordingly, this report may not be
suitable for either the purpose of which this report has been requested or for any other purpose. The
procedures performed may not address all the items of interest to a user of this report and may not meet
the needs of all users of this report and, as such, users are responsible for determining whether the
procedures performed are appropriate for their purposes.

The procedures and the associated findings are as follows:

1. We obtained from the Company’s Affiliate Accounting and Allocations Group the summary of
intercompany transactions billed to Entergy Enterprises, Inc., Entergy Power, LLC, Entergy
TransCo HoldCo, LLC, Entergy TransCo Texas, LLC, Entergy Services Holding, Inc., and Morpheus
One Holdings, LLC during the year ended December 31, 2021, as described in the introductory
paragraph, and included such summary in this report as Attachment A. We compared the
individual company totals as reflected on the Attachment A to the year to date 2021 service
company bill (“Service Billing Reports”) and found such amounts to be in agreement.
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2. We haphazardly selected 60 intercompany selections from the Service Billing Reports described
in Procedure 1 above as reflected on Attachment B, and obtained a detailed listing of the items
comprising each selected intercompany billing amount. We haphazardly sub-selected one item
from each of these detailed listings and compared each amount to its related supporting
documents such as payroll records, third-party invoices, overhead journal entries, and/or other
accounting records, as applicable, and found such amounts to be in agreement, except for
differences due to rounding.

3. For each individual selection or sub-selection selected in Procedure 2 that was computed based
on an allocation percentage, we recomputed the amount based on allocation percentages
provided by the Company’s Affiliate Accounting and Allocations Group, which we understand per
discussions with the Company’s management are in accordance with the billing cost drivers in the
FERC Order, and found such amounts to be in agreement, except for differences due to rounding.

We were engaged by Entergy Corporation and Subsidiaries to perform this agreed-upon procedures
engagement and conducted our engagement in accordance with attestation standards established by the
American Institute of Certified Public Accountants. We were not engaged to and did not conduct an
examination or review engagement, the objective of which would be the expression of an opinion or
conclusion, respectively, on intercompany transactions shown in Attachment A were billed in accordance
with billing cost drivers accepted by the FERC and used by the Company to allocate costs among the
Companies and EPL for the year ended December 31, 2021. Accordingly, we do not express such an
opinion or conclusion. Had we performed additional procedures, other matters might have come to our
attention that would have been reported to you.

We are required to be independent of Entergy Corporation and Subsidiaries to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements related to our agreed-upon
procedures engagement.

This report is intended solely for the information and use of the Company, the Arkansas Public Service
Commission, the Mississippi Public Service Commission, the Louisiana Public Service Commission, the
Public Utility Commission of Texas, and the Council of the City of New Orleans, Louisiana, and is not
intended to be, and should not be, used by anyone other than these specified parties.

Dewiresymhnela LU

June 10, 2022
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Summary of intercompany transactions billed to Entergy Enterprises, Inc. by Entergy Services,
LLC, Entergy Operations, Inc., Entergy Arkansas, LLC, Entergy Louisiana, LLC, Entergy
Mississippi, LLC, Entergy Texas, Inc., System Energy Resources, Inc., and Entergy New
Orleans, LLC, and intercompany transactions billed to Entergy Power, LLC, Entergy TransCo
Texas, LLC, Entergy Service Holding, Inc., Entergy TransCo HoldCo, LLC and Morpheus One
Holdings, LL.C by Entergy Services, Inc. during the year ended December 31, 2021.

Entergy Services, LLC billings to Entergy Enterprises, Inc. for $74,344,301
the year ended December 31, 2021.

Entergy Operations, Inc. billings to Entergy Enterprises, Inc. $440,011
for the year ended December 31, 2021.

Entergy Arkansas, LLC billings to Entergy Enterprises, Inc. for $183,207
the year ended December 31, 2021.

Entergy Louisiana, LL.C billings to Entergy Enterprises, Inc. $72.960
for the year ended December 31, 2021.

System Energy Resources, Inc. billings to Entergy Enterprises, $2,575
Inc. for the year ended December 31, 2021.

Entergy Services, LLC billings to Entergy Power, LL.C for the $139,730
year ended December 31, 2021.

Entergy Services, LL.C billings to ETR TransCo Texas, LL.C $410
for the year ended December 31, 2021.

Entergy Services, LLC billings to Entergy Services Holding $200,377
Inc. for the year ended December 31, 2021.

Entergy Services, LL.C billings to Morpheus One Holdings, $418,974
LLC for the year ended December 31, 2021.
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