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Entergy Corporation and Subsidiaries 2011

Entergy Corporation is an integrated energy company engaged primarily in electric power

production and retail distribution operations Entergy owns and operates power plants with

approximately 30000 megawatts of electric generating capacity and it is the second-largest

nuclear generator in the United States Entergy delivers electricity to 2.8 million utility

customers in Arkansas Louisiana Mississippi and Texas Entergy has annual revenues of

more than $11 billion and approximately 15000 employees

ITC and Transco will file registration statements with the Securities and Exchange

Commission registering shares of ITC common stock and Transco common units to

be issued to Entergy shareholders in connection with the proposed tran.saction.s

ITC will also file proxy statement with the SEC that will be sent to the shareholders

of ITC Entergy shareholders are urged to read the prospectus and/or information

statement that will be included in the registration statements and any other relevant

documents because they contain important information about ITC Transco and

the proposed transactions ITC shareholders are urged to read the proxy statement

and any other relevant documents because they contain important information

about Transco and the proposed transactions The proxy statement prospectus and/or

information statement and other documents relating to the proposed transactions

when they are available can be obtained free of charge from the SECS website at

www.sec.gov The documents when available can also be obtained free of charge from

Entergy upon written request to Entergy Corporation Investor Relations P.O Box 61000

New Orleans LA 70161 or by calling Entergys Investor Relations information line at

1-888-ENTERGY 368-3749 or from ITC upon written request to ITC Holdings Corp

Investor Relations 27175 Energy Way Novi MI 48377 or by calling 248-946-3000

HIGHLIGHTS 2011 Change 2010 Change 2009

FINANCIAL RESULTS

in millions except percentages and per share amounts

Operating revenues $11229 2.3% $11488 6.9% $10746

Net income attributable to Entergy Corporation 1346 7.7% 1250 1.5% 1231

Earnings per share

Basic 7.59 12.9% 6.72 5.2% 6.39

Diluted 7.55 13.4% 6.66 5.7% 6.30

Average shares outstanding

Basic 177.4 4.6% 186.0 3.5% 192.8

Diluted 178.4 5.0% 187.8 4.1% 195.8

Return on average common equity 15.4% 5.5% 14.6% 2.0% 14.9%

Net cash flow provided by operating activities 3129 20.3% 3926 33.9% 2933

UTILITY ELECTRIC OPERATING DATA

Retail kilowatt-hour sales in millions 108688 1.1% 107510 8.4% 99148

Peak demand in megawatts 22387 2.7% 21799 3.8% 21009

Retail customers year-end in thousands 2757 0.5% 2743 0.9% 2719

TOTAL EMPLOYEES YEAR-END 14682 1.8% 14958 1.5% 15181
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Frogs are amazing animals that has demonstrated

for millions of years remarkable ability to adapt

From eyes that can see in virtually every direction

to webbed feet for strong swimming frogs have

des eloped the skills and behaviors to survive even

as other species have disappeared

In our 2011 annual report present the strategies

and capabilities we have developed and are

implementing to adapt to our changing world Our

strategies are multidimensional but share common

goal to consistently deliver value over the long term

to all our stakeholders
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ore than 200 nulhon years ago when dinosaurs roamed the earth there were tiog While soar

fl semi ntists behese todays birds may share some of their ancestry with dmosaus atw lysoma

changes in the planet amy environment eliminated thi dinosaur is we typh alli thu oft in

Not so the frog In tam frogs went on to adapt in spectacular nay to environnir aOl hange loday their

are more lii in 4900 frog species found in remarkabli variety of hmuates and habitat aiound the ii orld

Of ourse most of us have been led to believe frogs are un nearly so well enelrr ally cod There

is widospread an cdoh describing frog slowly lug boiled alive lire story oe5 that ii pUt

frog in boiling water ml will sensr danger and jump out But if you put the lrog in pot of cool wak in

slowly im rease the heat to boiling the frog will not perceive the danger and will lie slowly ooked fbi

tory used to illustrate numnerou points including why somet domnt rh dimnato cli ing Wi

don physa ally feel or smell he urger While the story makes great metaphor it is only that Mo in

scientists will tell you the frog will frantically seek to jump in either ase if you giv it way out hat is

lesson often learned the hard way No one can preda the futume with cc rtainty and while in mdaptmv

strategy developed through an analytically based forwardiooking point of view is he foundation

Entergl busmess model it is critical to always maintain an runniediate exit sIt ernrtive and the nil to

make that leap ho ii tire path you had planned

kt Fuitergy we ontmnue to not only adapt for example setting and outpc rforming olin tiny limits

on our own enrissious but also to utilize the sntety net of exiting tusmness strati gmcally wI ii risk

managerneiit is not air eftm list strategy for protecting the stakeholders When the gulat ions ui tIn

UJ iii re ehangimig we anticipated the eventual market olatility To media on exposure we sold rome of

our twc power plants br substantial profit and the other was put to the banks walkmnr away from our

modest equity investn en inst cad of yeai of bleedirci sham eholder ash justified by wishful thinking that

we would make ml up later

In thi tin rg trading business when our competitors bask ally Wall Slice firms began on lug free

medit to nonereditworfliy eoumnterpartmes we retus to compel by warehoimsimmy nmarkrt idue if us lit

risk sold lie busmmiess for substantial pm of to Wall Street firimi that srmbsequeumtly is Our ol the

firms rest ued mmi tie credit default swap debar le

Irs long list of tions we have taken ovem tire years to create sham eholdem wealth or protc ct ire It

rrmality Most re inn itly on Dee 2011 we arumounc if fir spun ott of our tramismrnssmorr busiri 55 to our

shareholders and time subsequent merger of that business with fTC Holdings Corp

We first explored the idea of reatimmg starida one transinmmssmomn business in 1999 undei iurtur that

rrrehmdc retaining passms ownershmif at nter gy Sin that time Ifegiorril ransmissmon rg zationis

like fir Midwest ndepc ndent Trarranmissioun System Operatom arid others hair dcvi loped tmarl re xd

of adding value amid improving mar kel efficiencies ihmorrghout this pci rod we ouisrstemilly advoc aterl ton

idepi ndemnt transunissioum stint turns

Adantmng to the lessons lear ned over the past decade time II transaction is differ ni lb iii we prem nusly

proposed lb uricoruorates complete spin oft of Flnfergys electric transuruss on business or Tn

Entergy roinmon .rlrareholders will continue to hare ownership iii the tmanrsrimission busii ess him nlegqj

onv iatioa will riot Inunediately after the spinoff ranseo will therm merge mIito subsidiary of lit Prior

to the merger ITO expr ci to effec tumte $700 million ecapit alirat ion uric rtly ant crpatecl to talc the

fbrnm of one time spec ral dii mdend The unerger will result iIi Ermtergy sharc holders dying lp reei

of the .har of tim new lit exist rug ll shareholders nI own the remairmir 49 per cent In uddmtmonm

ITO will assume $1.7 75 billion imm indebi erlness issued by Emmtergy ma orrneetion with the mnmt ennuI sept rat .n

of the transmission business
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Many in our industry see transmission as way to grow

earnings or rate base or they have strategy that seeks ways to

get bigger through mergers with other investor-owned utilities

So why Why shrink our company particularly by spin-off of

fast-growing business Our obligation is to the shareholders

of the company and of course other stakeholders like our

customers and employees These are the real people The

company is an artificial person created by law If the owners

customers employees and other stakeholders are better served

then the company has achieved the purpose for which it was

created In todays changing environment focus is far more

valuable than size In the world of mammals most scientists

will tell you larger species like dinosaurs may evolve faster

but become extinct more quickly live harder die faster In

business sustainability is no different

Afier closing the merger with ITC Entergys transmission

business will be part of completely independent electric

transmission company ITC is leading independent transmission

company with an excellent track record of service and

safety Entergy Corporation becomes smaller company by

approximately $3 billion of assets that will be spun off to our

owners Theres no gain to the corporation and less immediate

earning power for Entergy On the other hand the ITC transaction

allows Entergy to maintain its financial flexibility which we

believe will enable ongoing investment better access to capital

and protect credit quality needed to serve our customers The

expected annual capital needs of the transmission business are

four to five times the cash provided by the depreciation allowance

Moreover this outcome is consistent with congressional intent and

the Federal Energy Regulatory Commission policy and direction

and addresses transmission issues raised by other entities that rely

on our utility operating companies transmission system We are

listening to our regulators now to gain better understanding of

their perspectives and any concerns Completion of the transaction

is targeted for 2013 subject to receipt of necessary approvals

Nobody likes the sound of shrinking the company or

admitting that maybe different organization can meet certain

needs better than your current organization Our employees do

phenomenal job as evidenced by receipt of the Edison Electric

Institute Emergency Response Award for 14 consecutive years

As vertically integrated utility and generation company we

handle nuclear operations license renewal of nuclear plants

establishment of new distribution standards to meet the risks of

rising sea levels storm surges and stronger and more frequent

hurricanes and host of other issues ITC wakes up every

morning and only thinks transmission They bring single focus

and for those enamored with size it will be one of the largest

electric transmission companies in the country with more than

30000 miles of transmission lines

As Adam Smith pointed out in The Wealth of Nations

when ownership is separated from management the latter will

inevitably begin to neglect the interests of the former That

is trap we are determined to avoid corporation exists to

serve its shareholders not to serve itself to the detriment of its

owners am convinced Entergys owners will be better served

by this transaction and have no doubt an independent electric

transmission company that is part of an RTO with real-time

markets for power is superior to any other model for customers

and suppliers

Our board has always recognized the importance of the

dividend which is taking on more prominent role for our

shareholders in todays low interest-rate environment Even with

some of the earnings growth associated with the transmission

business migrating to ITC the current long-term financial outlook

supports maintaining Entergys dividend at the current $3.32

per share annualized level after closing the ITC transaction Any

dividend from ITC that our shareholders are expected to receive

would be in addition to the Entergy dividend



In this case each Eiitergy shareholder receives ownership in

two companies and presumably higher combined earnings and

dividends The employees of our electric transmission business

receive better career opportunities as part of transmission-

only business Our customers and suppliers will be part of the

best structure to drive economic efficiency achieve an open

and robust market and provide access for low-cost generation

and efficient transmission use and expansion

The business mid financial landscape facing the utility industry

is undergoing its own transformation From volatile commodity

price markets and evolving and uncertain environmental

regulations to the longer-term need for multi-trillion dollar

industry-wide capital investments and potentially catastrophic

risk from climate change the future will offer unprecedented

challenges The issues we face at Entergy are no different There

is no place to hide There is no safe path The path we have

chosen will not be easy It will require outstanding execution it

contemplates an end-state that will create sustainable value for

all stakeholders At the same time we believe we must be flexible

and adaptable to bring our vision to reality

Our Track Record of Adaptation

While our track record of adaptation at Entergy doesnt come

close to the frogs 200 million years we have been at it for

many years Our point-of-view-driven business model gives

us the foresight to identify and effectively adapt to changing

market conditions This approach has created value for our

stakeholders through major transactions such as the purchase

of generation assets including our Northern U.S nuclear fleet

and as previously referenced the formation and subsequent

sales of the Entergy-Koch joint ventures trading and natural

gas pipelme businesses Our industry-leading storm response

capability has been honed from years of experience and the

operational capability is now matched by efficient financial

recovery and regulatory mechanisms put in place after

hurricanes Katrina and Rita in 2005 We have also adapted in

many other ways over the years developing new technologies

improving processes and adding capabilities to better serve

our customers shareholders and communities

Our iNA
Safety Sustainability and Operational Excellence

Even as we have evolved as an organization there are key

elements of our company that do not change These elements

define Entergy in the same way that being amphibian with short

lody webbed digits protruding eyes and no tail defines frog

We are defined by our unrelenting focus on safety and our

goal of achieving an accident-free work environment We are

defined by our pursuit of sustainability which drives us to

work hand-in-hand with numerous stakeholders to achieve

economic societal and environmental priorities We are defined

by our employees drive for operational excellence throughout

our organization From our storm restoration records to our

continuous nuclear operating-run records our employees take

pride in setting the standard for the industry

With this as our DNA we can act confidently on our points

of view We have the proven ability to adapt to even the most

difficult of conditions without losing sight of the overall goal to

create sustainable value for all stakeholders

2011 Results

Strong Operational Performance

In 2011 we took actions in our utility business and within

Entergy Wholesale Commodities to adapt to and take advantage

of opportunities during these changing times We delivered

strong operational performance excellent customer service

and generated record operational earnings per share for the

11th time in the past 12 years Strategically we made moves

to bolster our generation portfolio in both businesses We

announced proposals to move the utility operating companies to

MISO and then separate transaction to spin off and merge our

transmission business with ITC We also continued our ongoing

efforts towards securing renewed licenses for our Northeast

nuclear fleet Returns to shareholders reached nearly $800 million

through combination of dividends and share repurchases And

we were named again to the Dow Jones Sustainability North

America Index It marks the 10th consecntive year that Entergy

has been included on either the DJSI World Index or DJSI North

America Index or both in recognition of our sustainability

leadership distinction held by no other U.S utility

At the same time our 2011 total shareholder performance

was dismal in comparison to our peers Our total shareholder

return ranked in the bottom quartile of our peer group Concerns

surrounding our Northeast nuclear plants including the Indian

Point Energy Center near New York City have contributed to

limiting investors willingness to take what they often think of as

political risk that is outside our control and often unpredictable

Also devastating in 2011 was our employee safety performance

We lost long-time dedicated and respected co-worker in traffic-

related pedestrian accident and another employee was severely

injured on the job As result it is tough to look back on the

positives last year that many in our organization achieved without

recognizing the shortcomings in the basic areas of safety and total

shareholder return
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We cant change the perception of the political risk associated

with nuclear power overnight not when countries like Germany

announce their intent to exit nuclear generation completely or

when technology-savvy country like Japan experiences an event

like Fukushima All we can do is continue to safely operate our

plants at the highest possible performance levels ensure we do

not shortchange risk management in the design investment and

maintenance of our plants assure that the public has the facts

relative to the safety of our plants and rely on the regulatory and

legal systems to protect our right to operate safe plant

More generally the strategies plans and initiatives under

way today set the foundation toward our vision of the future for

Entergy and the industry

Our Utility Business

Finding Opportunity in Challenge

Our utility business is committed to safely providing affordable

reliable and clean power to its customers In years past our

utility operating companies have faced multiple challenges to

achieving that goal They have worked diligently to develop

solutions to address each challenge

One of our top priorities has been to secure flexible regulatory

mechanisms that allow our utility operating companies the

opportunity to earn returns commensurate with investment

alternatives of comparable risk In recent years we realized

significant improvement in achieving authorized returns on equity

In fact over the last 12 months we were near the top of our

industry in making the most of the opportunities available to us

All Entergy jurisdictions use alternative rate recovery mechanisms

including riders and/or Formula Rate Plans to reduce regulatory

lag While efficient and effective they do not eliminate the need

for rate cases Late last year we ified base rate case in Texas

and plan to make rate case filings in Louisiana by January 2013

In other jurisdictions including Arkansas the next base rate

case is likely to align with the timing related to the System

Agreement exits and the proposed move to MISO

Our utility operating companies also moved to address their

ongoing generation capacity needs Examples of the build buy

or contract actions taken in 2011 include Entergy Arkansas

and Entergy Mississippi each ammounced plans to purchase

combined-cycle gas-turbine unit Entergy Louisiana requested

regulatory approval to build 550-megawatt CCGT unit at its

existing Ninemile Point plant including selling portion of

the output to Entergy Gulf States Louisiana and Entergy

New Orleans and Entergy Texas entered into 10-year

485-megawatt power purchase agreement with Calpine Energy

Services L.P with 50 percent of the output to be sold to Entergy

Gulf States Louisiana Thanks in part to these types of efforts to

develop efficient regulatory constructs and identify opportunities

to meet our customers long-term generation needs the past

five-year increase in average residential rates for Entergy utility

customers was substantially less than the U.S average At the

same time customer service performance improved

Finally our utility operating companies continued to work

tirelessly in 2011 to find an acceptable solution to address

the upcoming exits of two utility operating companies from

the System Agreement as well as long-term arrangements for

the transmission business After comprehensive review and

analysis we determined that joining MISO is expected to provide

substantial long-term benefits for Entergy utility customers

We identified potential customer savings of up to $1.4 billion

in power production and related costs in the 2013 to 2022

time frame These benefits derive from joining an RTO with

substantial scale and Day Two market Day Two refers to an

RTO that includes day-ahead and real-time energy markets MISO

has functioning Day Two market today that will generate

savings for our customers on day one The other RTO evaluated

the Southwest Power Pool does not even though comparative

cost-benefit analysis assumed SPP will get there by December

2013 Formal requests to join MISO have been filed or are being

prepared for filing with our retail regulators Decisions are

expected by fall 2012

Joining MISO effectively provides reliable and cost-effective

option for Entergy Arkansas and Entergy Mississippi to exit

the System Agreement in December 2013 and November 2015

respectively It replaces the expiring Independent Coordinator

of Transmission arrangement for the system The target

implementation date is by December 2013 for transferring

functional control of transmission facilities to MISO

Given the numerous challenges faced and overcome in

recent years its fair to say our utility business sets standard

for successful adaptation in difficult climate of change It

has long record of delivering affordable reliable power to

its customers and is on track to deliver percent to percent

compound average annual net income growth over the 2010 to

2014 period 2009 base year set before the announcement of

the spin-merge of the transmission business Details on how

the long-term financial outlook will be affected by the proposed

transmission business spin-off and merger will be provided at

future date It is important to note that with 2013 targeted

closing date the transmission business will be part of the utility

for majority of the duration of this financial outlook and

Entergys shareholders will continue to have ownership in

both businesses after the transaction closes



Entergy Wholesale Commodities

Preserving and Enhancing Value

Our goal at EWC is to preserve and enhance the value that

exists in our wholesale generation portfolio Operationally

EWC set the second highest annual net generation for its

nuclear fleet in 2011 EWC also completed its purchase of the

Rhode Island State Energy Center 583-megawatt CCGT plant

located in the ISO New England market The investment adds

standalone economic value and also diversifies EWCs portfolio

across fuel type and dispatch merit The Rhode Island State

Energy Center provides valuable backstop against firm sales

from the Pilgrim Nuclear Power Station and Vermont Yankee

Nuclear Power Station providing another tool to manage risk

and reduce the unit-contingent discounts we have experienced

in past hedging actions

EWC is keenly focused on price risk management The steep

drop in forward prices since mid-2011 across the entire forward

curve illustrates the importance of maintaining vigilance Near-

term forward prices continue to be constrained by excess reserve

margins and domestic shale gas production that is outpacing

demand In addition the mild winter resulted in storage greater

than anticipated Previously we accelerated our near-term

hedging activities consistent with our short-term point of view

on natural gas and power prices Hedging activity excluding the

Palisades Power Plants long-term power purchase agreement

through the end of 2011 resulted in 77 terawatt-hours of planned

nuclear generation hedged through 2016 at $800 million above

end-of-February-201 market prices Long term our point of

view on power prices remains bullish on heat rate expansion

associated with ongoing economic growth and implementation

of new environmental regulation and/or legislation and the

expectation of more disciplined approach to drilling activity

Preserving the value of EWC also involves gaining approvals

for continued operation of Pilgrim Vermont Yankee and Indian

Point The license renewal process has become frustratingly long

extending well beyond the Nuclear Regulatory Commissions

stated target of 30 months to review license applications in

proceelmgs with contentions At more than 72 months Pilgrims

license renewal process has the dubious distinction of being the

longest in history In January the Atomic Safety and Licensing

Board disnussed the last pending late-filed Pilgrim contention

and formally terminated its proceedings Final decision making

now rests with the NRC which may choose to walt to issue the

20-year extended operating license until all appeals are resolved

After more than 60 months of thorough and exhaustive

safety and environmental review in March 2011 Vermont Yankee

received its license renewal from the NRC Subsequently it

became clear that Vermont state officials were singularly focused

on shutting down the plant by withholding authority from the

Vermont Public Service Board to grant the Certificate of Public

Good for continued operation after March 21 2012 While ffiing

lawsuit against the government is never simple decision

for corporate board and was not our preferred strategy the

decision to do so was made after multi-pronged multi-year

effort failed to find common ground with the state Entergy and

our Vermont Yankee nuclear power plant became political

football that was kicked almost daily It was frustrating to be

in public battle where there were seemingly no rules of

conduct Respect for others and the truth are among our most

basic values and we never violated these during the process

Instead we ified lawsuit in the federal District Court for the

District of Vermont seeking to halt the states actions to shut

down the plant through legislating authority for itself that is

constitutionally reserved for the federal government alone

In 102-page order in January 2012 the District Court

ruled that certain of the states attempts to force closure of

Vermont Yankee are in fact unconstitutional and forbade the

state from continuing to act in this manner This decision is

good news for our approximately 600 employees at Vermont

Yankee the environment and the community and also stands

for the proposition that the rule of law applies to everyone

Shortly after the order Entergy ified motion requesting that

the VPSB grant based on the existing record in its proceeding

Vermont Yankees pending application for new CPG and the

state of Vermont ified notice of appeal of the District Courts

ruling to the U.S Court of Appeals for the Second Circuit

In February 2012 the VPSB submitted list of questions to

the parties involved in the proceeding concerning Vermont

Yankees application for CPG The VPSBs questions relate to

among other things the effect of the recent decision on certain

aspects of the VPSBs authority to issue CPG and Vermont

Yankees authority to store spent fuel from its operations after

March 21 2012 We believe the intent of the District Courts

decision was that Vermont Yankee could continue to operate

under its renewed NRC license until final decision is reached

on the CPG request Based on the VPSBs questions we made

number of fflings asking the District Court to provide clarity

for all parties regarding certain aspects of the decision and its

impact on the continued operation of Vermont Yankee while the

VPSB considers our pending application for CPG The VPSB

is an independent body with commissioners sworn to uphold

the law which we expect to act lawfully and professionally in

granting the CPG Our most recent action is indicative of our

resolve to assure our stakeholders rights are protected

In New York we are still in the early stages of license renewal

for Indian Point The ASLB is expected to begin initial hearings

on the admitted issues by the end of 2012 This stage of the

license renewal process could take many years as suggested

by the Pilgnm license renewal proceeding where nearly

four years elapsed between the initial hearing and final
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ASLB action Pilgrim involved two admitted issues versus 14 issues

still to be heard for Indian Point In the meantime Indian Point

will continue to operate under the timely renewal doctrine which

automatically extends license past its original term so long as

renewal proceedings are pending On the other hand at the end of

February 2012 the period for submitting contentions on Grand

Gulf Nuclear Stations 20-year license renewal application closed

without any contentions filed As result the NRCs schedule to

make decision on Grand Gulfs license renewal is tentatively set

for September 2013

Also at Indian Point at the state level the administrative

law judges of the New York State Department of Environmental

Conservation began hearings in October to resolve issues

identified in the water quality certification and water discharge

permitting proceedings Final decisions on these matters could

take up to two years and are appealable in New York state court

Iuring 2011 attention on potential outcomes related to license

renewal caine to the forefront earlier on in the regulatory process

in the aftennath of the nuclear events in Japan following its

catastrophic earthquake and tsunami We believe the record

shows Indian Point can clearly operate safely for another 20 years

and plays an important part in New Yorks energy supply as

further supported by an independent study by Charles River

Associates commissioned by New York City agency CRA

concluded that the impact of closing Indian Point would

raise electricity prices by $10 billion to $12 billion increase

carbon and nitrogen oxide emissions and compromise electric

reliability unless generation and/or transmission facilities

were added At the same time we recognize and appreciate the

value of certainty that would come from amicably resolving the

situation in New York sooner rather than later The governor of

New York has been outspoken agalnst the plant continuing to

operate beyond its current license period On the other hand the

decisions that affect the plants future are made by independent

expert bodies Political leaders or elected officials can voice their

opinions but not influence those experts opinions or judgment

even though they may at times appoint the members

Should an opportunity for achieving certainty arise at Indian

Point that is falr to our stakeholders we will pursue that end

with creative ideas and mind open to the needs and ideas of

others Our ultimate goal is to preserve the value of this vital

asset for all stakeholders including the 1200 employees and

countless other people who would lose their jobs if power

prices skyrocketed or reliability deteriorates as predicted if

Indian Point is shut down prematurely

Climate Change

Proposing Simple Direct Approach

Entergy is long-time active advocate for policy action to address

climate change In our point of view climate change poses

unacceptable risk to our region our business our society and

our planet Even frogs survivors of any number of cataclysmic

events in their 200 million years on the planet are threatened

by climate change pollution and human population growth

Some estimate that more than third of all amphibians mostly

frogs and toads have been lost and more are disappearing every

day Unaddressed climate change could cause up to 50 percent

of all species to face extinction So what can we do

Weve presented guidelines in the past for sustainable carbon

policy but in the face of political realities and the urgency of the

climate change issue we now advocate simpler approach Our

approach includes immediate adaptation efforts in vulnerable

areas elimination of inefficient climate-related subsidies and

mandates national carbon fee on every ton of CO2 across the

economy and large innovation effort by govennnent directed

toward basic research and funding demonstration projects

We believe America needs to be part of global strategy

to address climate change We are among the 10 percent of

nations that produce 90 percent of emissions We led the way

into the climate situation with early industrialization that drove

unprecedented economic prosperity We should lead the way

out using American ingenuity our sense of duty and the bully

pulpit that comes as the worids moral and economic leader

There is no nation better suited to the task

On the other hand action here in the U.S on climate change has

ralsed some legitimate fears At the top of the list is the concern

that if other large polluters like China or India dont follow the U.S

lead we have little chance of making meaningful difference

We advocate leadership but not unilateralism

Dr David Victor of the University of California San Diego the

author of the climate change book Global Warming Gridlock

published last year to excellent reviews by such prestigious

publications as The Economist has offered new thoughts Part

of the answer lies in helping China and India understand their

strong self-interest in cutting emissions of warming gases Part

also rests on looking at the full range of emissions that cause

climate change While most policy has focused on CO2 it is also

important to limit short-lived pollutants such as soot black

carbon methane and ozone in the lower atmosphere smog

Ton for ton these short-lived pollutants are more potent than

CO2 Methane which is the only directly emitted greenhouse gas

of these short-lived climate forcers accounts for only 15 percent

of global greenhouse gas emissions however these forcers when

taken together are responsible for approximately 50 percent

of the near-term warming influence Technologies exist to

make deep cuts in these now But more importantly



Making Progress on Many Fronts

Entergy has long-standing commitment to sustainability As company we believe

we can only succeed over the long term by simultaneously making progress toward

specific economic operational environmental and societal goals We present these

goals here along with our 2011 progress

GOAL 2011 PROGRESS

Our total shareholder return ranked in the bottom quartile of our

peer group disappointing and unacceptable result However

we are focused on deploying the capabilities and strategies that

help us achieve our top-quartile shareholder return goal

Customer satisfacfion ratings as measured in aJ.D Power

residential customer survey improved over the prior year and

twu of our utility operating companies ranked among the most

improved Two separate proposals that are expected to provide

long-term meaningful customer benefits were announced in

2011 the move to join the Midwest Independent Transmission

System Operator and the plan to spin off and merge our electric

transmission business with ITC Holdings Corp In 2011 after

successfully completing two five-year commitments we made

voluntary 10-year commitment to stabilize our cumulative CO2

emissions at 20 percent below year 2000 levels through 2020

taking into account all three commitment periods

We completed the immediate Nuclear Regulatory Commission-

mandated measures following events at Japans Fukushima

Daiichi Nuclear Power Plant in March 2011 Detailed walk-

downs and reviews confirmed that defense-in-depth multiple

safety systems and multiple physical barriers provides for safe

operations even in extreme environments We continued to

advance the license renewal process at two Northeast plants

and filed an application at third utility-owned plant in the

South The NRC renewed the operating license for Vermont

Yankee Nuclear Power Station for 20 years and in January

2012 federal district court ruled agalrist the state of Vermonts

previous attempt to close Vermont Yankee in March 2012

We raised $2.9 million in bill payment assistance finds from

customers employees and shareholders This total reflects

special ooe-tinie match from our shareholders in response

to extrenie summer heat As result of this effort total 2011

contributions increased 19 percent over 2010 Entergy and the

Entergy Charitable Foundation gave more than $16.5 million in

grants to improve the quality of life in the communities in which

we operate In 2011 we continued to promote an inclusive work

environment through our more than 20 diversity and inclusion

councils and employee resource groups

7-

Deliver top-quartile

shareholder return

Provide affordable

reliable and clean power

to our customers

Operate safe

secure and vital

generation resources

Contribute to society

that is healthy educated and

productive while helping to

break the cycle of poverty
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reducing these pollutants would have immediate positive impacts

on air pollution crops and water supplies things the Chinese

and Indian governments care about Soot for example already

kills about two million people annually The point Dr Victor

makcs is countries will only do what they can do And political

support is essential in every country Cutting these pollutants

will have tangible effect on warming but substantial reductions

in CO2 are also needed Victors strategy is way to align the

selitinterest of the large emitters in the developing world with

Americas interest in less global warming

Right now around the world the U.S is short on credibility

and the diplomatic tools to assure the rest of the world will follow

our lead Dr Victors work deserves serious consideration in

the climate change debate The U.S cannot engage in unilateral

economic disarmament by charging for use of the environment

while others continue to take it for free But this is not the

unsolvable issue some portray it to be

Built to Last

When most people think of frogs the first thing to come to mind

isnt their remarkable evolutionary and adaptive record For

some its the boiled frog anecdote and for others its the story of

The Princess and the Frog first penned by the Grimm Brothers

under similar title and story line Most recently it was made into

highly entertaining movie by Walt Disney Animation Studios

set in the jazz age in our home city of New Orleans The story line

is basically the same The handsome prince is turned into frog

But in this story so is the princess Both are returned to their

former status by kiss between the frogs And of course they

live happily ever after delightful story but fantasy

The world our nation our industry and our company face

enormous challenges We must deal with reality not happy talk

that rehes on the improbable to the impossible There is no magic

wand we can wave and turn frog into more than it is Putting two

frogs together in merger will not create deity capable of solving

the problems we face The issues we face will require ingenuity

commitment setting priorities making sacrifices for the greater

good and simply hard work We cannot afford indecision or

wishful thinking to deter us from the work clearly at hand

Our point-of-view-driven business model helps us make

the right decisions for our stakeholders and the long-term

success of Entergy However implementing the model making

decisions and taking action require leadership and execution

by talented experienced people with winning mentality We

have an abundance of such people at Entergy Throughout our

organization our employees have demonstrated the ability to

find opportunity within each challenge Our organization has

proven ability to adapt to changing market conditions As we

work towards making plans and initiatives to address todays

challenges new opportunities will open up for our employees

have no doubt they are prepared for what lies before us

At the top ranks every memberof our senior leadership

team is ready and able to lead the organization under the

direction of our experienced board of directors Through many

changes both internal and external our leadership team

has demonstrated resilience and adaptability In January 2012

two key members of our leadership team Group President of

Utility Operations Gary Taylor and Executive Vice President

and General Counsel Bob Sloan announced their retirements

We thank Gary and Bob for their significant contributions 10

our organization While they will be missed we are fortunate

to have exceptional depth of talent at Entergy that is ready and

able to lead our organization forward in its efforts to deliver

We are an organization where everyone is expected to roll

up their sleeves every day and get their hands or work gloves

dirty While we strive to stay focused every day on long-term

sustainability and serving our stakeholder needs we are also

prepared to take the gloves off to remove unnecessary or

unreasonable roadblocks put up by those who oppose our efforts

Over the last 13 years we have grown operational earnings

per share at rate 2.5 times the average and total annual

shareholder return at 1.5 times the average of Philadelphia

Utility Index members or top quartile However 2012 will be

difficult year on earnings as commodity prices are at the lowest

point in years and may not recover in the short term But like

the frog well adapt

Were encouraged by the progress we made in 2011 in

strategic areas of our business and yet we recognize there

is still much to do Well make reasoned and if necessary

tough decisions as dictated by market conditions with

the overarching goal to deliver sustainable value to our

stakeholders over the long term We are grateful for the

confidence our shareholders have expressed in Entergy and

its leadership team We are 24-hour-a-day 7-day-a-week

business If there were such thing as overtime assure you

we are working it to achieve that end

Wayne Leonard

Chairman and Chief Executive Officer

1/
1lit
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OUR POINT OF VIEW

Transforming Electric Transmission

20 years electric transmission could differ remarkably from the assets and systems we use

today to move power throughout the country In the future intelligent flexible transmission

systenis are likely to be required to reliably and securely connect an increasing number of

customers and devices to central and distributed generation sources Renewables energy storage and

demand response also may play new or larger roles in grid operations Yet given the existing state of

the IJ.S electric transmission infrastructure achieving this type of transmission system represents

major undertaking

In the United States the average date power plants began commercial operation is 1960 The

transmission corndors that connect these plants are more than 50 years old as well WThile the transmission

grid has performed remarkably and served customers well over this time it is clear that significant

investment in new technologies and expanded capacity could be required over the next two decades

to transfoim the grid to meet the needs of our society The Electric Power Research Institute estimates

the net investment needed to realize the envisioned power delivery system in the U.S falls within the

range of $300 billion to $500 billion over the next 20 years

Driving Invtstment and Transformation

Many catalysts are driving the need for investment and transformation including load growth the

addition of variable and intermittent energy generation resources such as wind and solar increasing

reliability and environmental requirements security concerns and restructured electricity marketplace

Environmental regulations seeking to stabilize CO2 emissions could result in significant investment in

renewable energy sources For example renewable portfolio standards or goals have been adopted

in more than 30 of the 50 U.S states and the District of Columbia accelerating the share of wind and

solar generation in the power generation market While we do not believe these types of mandates

are economically efficient we have consistently advocated for price signal on CO2 that would also

create demand for cleaner technologies Under either scenario the renewable component of generation

would grow greatly increasing the complexity of grid operations For example EPRI estimates that

commercial wind farms could increase the renewable component of generation more than tenfold over

the next 20 to 25 years If this is the case transmission system operators would need to adapt their

processes and procedures in significant ways In addition substantial transmission investments

could be required due to the disparity between the location of wind resources and population centers

For example 53 percent of the U.S wind resources are in portion of the Midwest that is home to

only percent of the U.S population

In an information-driven digital economy reliable and secure power is mission-critical The North

American Electric Reliability Corporation estimates the societal cost of massive blackout to be on

the order of $10 billion per occurrence Concerns over cyber security are mounting as the industry

becomes more reliant on the Internet Additionally concerns over CO2 emissions are driving the need

for greater transmission efficiencies
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Finally the move toward competitive energy markets in the

U.S is increasing the number of players and transactions that

the electric transmission system must accommodate In the

future envisioned by federal and state policymakers the grid

must facilitate open arid efficient access to energy markets

Modernizing the Grid with New Technologies

Todays transmission grid employs intelligent technologies

that asset managers as well as grid planners designers and

operators use to ensure the reliable secure and efficient

transmission of power For example transmission control

centers employ system data-acquisition and situational-

awareness tools to help operators identify potential adverse

operating conditions across the power system Innovative

synchrophasor technology enables grid operators and

planners to more accurately measure the instantaneous

power flows on the system and better protect the system

against large-scale power outages

however research and development of many other

technologies would be needed to achieve the capabilities

required of future electric transmission systems Research

is under way around the world to develop and demonstrate

suite of advanced sensors to inspect and assess the

health of transmission line and substation equipment and

facilitate sophisticated life-cycle asset management Novel

grid component technologies are under development in

the areas of advanced energy storage next-generation

relays superconducting cables and fault current limiters

nanotechnology and many others

Advanced computing and communication technologies are

being explored as an overlay to the grid to enable the collection

analysis and display of system performance and situational-

awareness data Transmission substations could become data

hubs feeding into an advanced Energy Management System

that coordinates the flow of power to and from millions

of distributed customer photovoltaic installations plug-in

electric vehicles and local storage facilities

Modernizing the grid to meet the needs of society is

national imperative that requires thoughtful investment

in research and development new systems and expanded

infrastructure While the scale and scope of the undertaking is

great it is no bigger an undertaking than was the development

and construction of our current transmission system in its

time more than 50 years ago

Positioning Entergy Utility Customers

for the Future

At Entergy we believe the independent electric transmission

model with its singular focus on transmission system

performance planning and operations is the most advantageous

structure for realizing the type of transformation needed in

U.S transmission systems The model aligns with national policy

objectives to facilitate investment in regional and inter-regional

transmission advances open access initiatives and promotes

access to competitive energy markets

In 2011 we announced an agreement to spin off and then

merge our electric transmission business into ITC Holdings

Corp Our transmission business consists of approximately

15700 miles of interconnected transmission lines at voltages

of 69 kilovolt and above and associated substations across

Arkansas Louisiana Mississippi and Texas By spinning off

these assets and combining them with an industry-leading

transmission operator our utility customers can realize the

benefits of the independent transmission model in addressing

these future realities

We thank Clark Gellings Electric Power Research

Institute Fellow for the thoughts and insights he contributed

to this essay



ENTERGY CORPORATION

Adapting to Dynamic Points of View

Entergy we develop points of view on

key competitive regulatory financial

environmental and societal issues that

affect our operations and our stakeholders We

base our points of view on sophisticated analyses

and adapt them to changing market conditions

We use our points of view to set our business

strategies This model has proven successful

enabling us to take early mover positions on

issues and opportunities

We are also committed to sustainability

which means operating our business in ways

that simultaneously generate economic

environmental and societal benefits We believe

that Entergy can only succeed as company

over the long term by improving along multiple

dimensions year by year Our commitment to

sustainability was recognized again in 2011 by

the Dow Jones Sustainability Indices which

included Entergy in its DJSI North America

Index Entergy ranked among the best in climate

strategy corporate governance occupational

health and safety price and risk management

and scorecard measurements This marks the

10th consecutive year that Entergy has been

included on either the DJSI World Index or DJSI

North America Index or both

For the fturth time in the past five years we

were ranked among the 100 Best Corporate

Citizens by Corporate Responsibility Officer

magazine which annually ranks the performance

of the 1000 largest companies in the areas of

climate change abatement corporate governance

employee relations environmental impact financial

performance human rights and philanthropy

In 2011 we agair received the highest overall rating

of 10.0 from GovernanceMetrics in recognition

of best-in-class corporate governance We will

c0UTHEP-V LEOPI..D FLOG

hk tr tit tItr cks
svtAer tpr krSItS

tr tr cr rr

/e jprt cpttr



ii Iq 10 11
It /1 1.5 II

continue to work to deliver value to all our stakeholders in the future by maintaining dynamic and

well-informed points of view and adapting our business strategies in accordance with our points of

view to take advantage of emerging opportunities

Working Toward Our Overarching Financial Goal

Our overarching flriariciaj goal is to deliver top-quartile shareholder return over the long term In recent

years we have not achieved top-quartile return Although total shareholder return was 8.3 percent

in 2011 our performance was another disappointment We trailed our peer group one of the best

performing sectors in 2011 ranking in the bottom quartile

Despite our recent performance we believe the strategies and initiatives we implemented in 2011

lay foundation for achieving top-quartile return over the long term We continue to analyze changing

market conditions and act on opportunities when appropriate For example in 2011 we announced

our plan to spin off and merge our transmission business with ITC Holdings Corp This transaction

generates benefits for Entergy customers and other stakeholders while enhancing Entergys financial

flexibility Following the expected transaction close in 2013 Entergy expects to have greater ability to

fund investment alternatives while protecting the credit quality of Entergy and its subsidiaries

Absent attractive investment opportunities we previously outlined an outlook to deploy as much

as $4 billion to $5 billion to shareholders through dividends and share repurchases in the 2010 to

2014 time period During 2011 along with returning nearly $800 million through dividends arid share

repurchases to our owners we also acted on an attractive investment opportunity acquiring the Rhode

Island State Energy Center 583-megawatt power plant In addition our current long-term financial

outlook supports maintaining the common dividend at the current $3.32 per share aimualized level after

the ITC transaction Any dividend from ITC that our shareholders are expected to receive would be in

addition to the Entergy dividend

Building an Employee-Owned Safety Culture

We believe safety is everyones responsibility and we encourage the active involvement of employees

in our safety programs Although we improved our safety performance in 2011 as measured by the

Recordable Accident Index we were saddened by the loss of long-time dedicated and respected

co-worker in traffic-related pedestrian accident We continue to enlist the efforts and resourcefuiness

of every employee to raise safety awareness and minimize any high-risk behaviors We are encouraged

Well-Informed

Point of View

Most frgs have
large bulging eyes that

capture wide range of colors and

function well in dim
light vVith eyes

positioned on the top of their heads

frogs can see well in all directions

without moving As result frogs

can quakly identify
and react to

opportunities and threats in
rapidly

changing environment



by achievements of specific Entergy work groups

such as our New Caney Network employees

in Texas who have worked more than 20 years

without lost-time accident Their success

lenlonstrates an accident-free work environnient

is attainable with sound safety programs and

engaged employees

We monitor our safety performance in ways

that are consistent with the U.S Occupational

Safety and Health Administration Voluntary

Protection Program the most prestigious

safety and health recogmtion program in the

country Entergy work sites are encouraged

to apply for certification under OSHA VPP

Approximately 70 Entergy work sites or about

liD percent of the Entergy sites that can feasibly

file for certification have achieved OSHA VPP

Star stat us the highest possible rating for an

industrial work site Achieving VPP Star status is

tremendous employee-driven achievement and

evidence of Entergys strong safety culture

Preserving and

Iroteeting Our Environment

We have long believed that the net increase in

greenhouse gas emissions that have been going

into the atmosphere has harmful effect on our

environment We have worked for more than

10 years to reduce the effects of our operations

on the environment especially related to climate

change Our 2011 environmental initiatives and

our point of view on climate change are presented

in detail in the Going Green by Necessity section

of this annual report which is found on page 24

Contributing to Society That Is

Healthy Educated and Productive

We pursue multiple societal responsibility efforts

focused on providing comprehensive assistance

to our low-income customers enhancing the

communities in which we operate and developing

diverse engaged and energized workforce

Providing Comprehensive

Assistance to Low-Income Customers

Of the 2.4 million residential customers served

by Entergys utility operating companies about

25 percent require government assistance

to meet their basic needs Our Low-Income

Initiative which began more than 10 years ago

is designed to improve the flow of assistance

funds help customers better manage their

energy use and support education job training

and asset accumulation programs that can help

break the cycle of poverty

Another Way of Looking at Things

Frogs often wau with only their eyes and nose

above ftc sriifacra F-ow ortiori they can spot moving

irsects whie rsairg Hridr on birds arid other oredators

ehecnvrrly baonolg prier cern irs aid risks Ji
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We raised $2.9 million bill payment assistance funds from customers employees and shareholders

This total reflects special one-time 21 match from our shareholders in response to extreme summer

heat As result of this effort total 2011 contributions increased 19 percent over 2010 Entergy continued

its customer assistance fundraising efforts under its systemwide The Power to Care program In 2011

The Power to Care fund provided bill payment assistance to more than 16600 customers Total dollars

provided for assistance in 2011 increased almost percent over 2010 We also continued to advocate for

increased funding for the federal Low Income Home Energy Assistance Program participating in the

winter and summer Washington Action Day events to promote the program Appropriations were

reduced to $4.7 billion in fiscal year 2011 and $3.5 billion in fiscal year 2012 from prioryear authorizations

at maximum levels despite our best efforts Even when LIHEAP was funded at its maximum of $5.1 billion

we were stifi only reaching one out of five eligible American households We face greater challenges for

fiscal year 2013 as more cuts are proposed We continue to fight for increased levels of LIHEAP funding

along with more equitable distribution of ftmds across states

Energy efficiency programs at our utility operating companies help customers better manage their

energy usage while reducing the emissions of harmful greenhouse gases For example the Energy

Smart program helped Entergy New Orleans customers save more than 6.5 million kilowatt-hours of

electricity by adding insulation sealing duct leaks and implementing other weatherization efforts

These measures prevented the emission of nearly 5000 tons of CO2

We pursue variety of efforts to help break the cycle of poverty in our communities from supporting

programs that help low-income individuals and families accumulate assets to working to improve early

childhood education to educating taxpayers about the Earned Income Tax Credit In 2011 Entergy

Louisiana joined with ExxonMobil Capital Area United Way Louisiana State University and East Baton

Rouge School System to launch the Istrouma High School Zone initiative unique poverty reduction

program aimed at increasing graduation rates reducing truancy and providing community development

for the students and families at the school Partners in the initiative are working with Istrouma faculty

and staff to provide students with the skills and tools they need to achieve economic security and build

stronger sustainable community

Enhancing Our Communities

In 2011 Entergy and the Entergy Charitable Foundation gave more than $16.5 million in grants to

nonprofits and organizations that are focused on improving the quality of life in the communities

where we operate We funded grants to enable the Mississippi Nature Conservancy to plant 400000

bottomland hardwood trees partnered with Teach For America to support school reform efforts that

are helping to close the academic achievement gap for 40000 children in southern Louisiana and

awarded nearly $200000 in disaster relief for thousands of families affected by disasters ranging from

Hurricane Irene in Vermont to tornadoes in the Midwest and flooding along the Mississippi River We

believe it is our moral responsibility to support and enhance the communities we serve In particular

we will continue to assist those in need and the organizations that support them

Building Diverse Engaged and Energized Workforce

We cultivate diverse workforce that is engaged empowered and energized We value and respect our

employees and implement policies that reflect our underlying trust and respect For example we offer

competitive compensation and benefits packages that link pay to performance employee and leadership

development programs and health and wellness information and resources We regard diversity and

inclusion as business imperatives that help Entergy achieve long-term success We promote an inclusive

work environment through more than 20 diversity and inclusion councils and employee resource groups

Our supplier diversity initiative has awarded more than $3 billion in contracts and purchase orders to

diverse suppliers since 1987 when Entergy entered into the Declaration of Fair Share Principles with the

National Association for the Advancement of Colored People

Total

Shareholder Return

2011

19.3

8.3

ETR Philadelphia SP

Utility Index 500

Total

Shareholder Return

12/31/1998 12/31/2011

269.2

136.3

ETR Philadelphia

Utility Index

29.3

sP

500

In 2011 our total shareholder

return ranked in the bottom

quartile of our peer group

Over the
past

13 years our

total shareholder return

ranked in the top quartile
of

our peer group We remain

committed to our top-quartile

goal
and will work hard to

achieve it in the future



UTILITY

ielivering Value for Our Stakeholders

ii recent years our utility operating

companies have encountered and

adapted to numerous challenges

including devastating storms volatile commodity

prices transmission matters and evolving

regulat ry requirements Working in tandem

with regulators and other stakeholders the

utility operating companies have successfully

addressed each challenge while keeping

constant focus on serving their customers with

affordahle reliable and clean power

Providing Affirdable

Reliable and Cleati Power

Over the past 13 years our utility operating

companies excelled in providing affordable

reliable and clean power Customer service

performance as measured by outage frequency

outage duration and regulatory outage complainis

improved significantly over this period Average

residential rates for Entergy utility customers over

the past five years were significantly below the

U.S average
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Finding Shelter Strategically

Wheti er they take over crawfish bui row dig their own or hide in

crevi or on tree frogs take shelter opportunistically location

near watei is essential for sorne burrow in moist soil may do for

othc rs Frogs have demonstrated i-emarkable ability to adapt to

chargc in teilsparature moisture and other conditions regulating

their habitat

In 2011 customer satisfaction ratings as measured in J.D Power residential customer survey

improved Two of our utility operating companies were noted among the most improved utilities In

addition residential customers surveyed in the Source Review of 100 North American Electric and

Gas Company Websites 2011 ranked Entergys website number one in the South and number three

in the U.S for offering positive online experience Site Selection magazine recognized Entergy for the

fourth consecutive year as one of the Top 10 utilities in North America for its support of economic

development in Arkansas Louisiana Mississippi and Texas

Employees throughout our utility operating companies strive to set industry standards for safety

and operational excellence For the 14th consecutive year our industry-leading storm restoration

efforts were recognized by the Edison Electric Institute We received EEls Emergency Recovery and

Emergency Assistance awards In 2011 Arkansas Nuclear One Unit One achieved new record for

continuous days online reaching 538 days in October before beginning refueling outage ANO also

won Top Industry Practice award in 2011 from the Nuclear Energy Institute in materials and service

excellence for the creation of tungsten shielding and vests These vests were sent to Japan for use at the

Fukushima site in response to the nuclear events following the March 2011 earthquake and tsunami

Taking Advantage of Opportunities

We have worked closely with our retail regulators to secure mechanisms that allow the opportunity to

earn returns commensurate with investment alternatives of comparable risk To that end alternative rate

recovery mechanisms such as Formula Rate Plans and specific recovery riders provide more timely

and efficient means for cost recovery All our utility operating companies have access to one or more of these

regulatory mechanisms FRPs which significantly reduce regulatory lag were first implemented in the

mid-1990s In addition we file periodic rate cases in all jurisdictions as needed As result of our efforts

we have realized significant improvement in recent years ni earning our authorized returns on equity

Significant developments in 2011 include

The Louisiana Public Service Commission approved one-year extension of the FRPs for Entergy

Gulf States Louisiana and Entergy Louisiana As part of the extension both companies will be

required to file full rate cases no later than January 2013

All four utility operating companies with FRPs received orders resolving their 2010 test year FRP filings

In November Entergy Texas filed for an annual base rate increase of $112 million and 10.6 percent

return on equity In addition in March 2011 the Public Utility Commission of Texas opened

nilemaking to consider authorizing purchased power capacity rider mechanism Previous state

legislative acts have authorized distribution and transmission riders

In other jurisdictions including Arkansas the next base rate case is likely to align with the timing related

to the System Agreement exits and the proposed move to the Midwest Independent Transmission

System Operator Entergy Arkansas will exit the System Agreement before year-end 2013 followed

by Entergy Mississippi in 2015 In addition the current Independent Coordinator of Transmission

arrangement has approval to continue on an interim basis through November 2012 as

longer-term structures are evaluated



In 11 alt el comprehensive review and

analysis we chterniined that Jouhing MIS is

expeted save Ustoillels UI to $1.4 billion

Ill powet piodlictioiI iiid ielated ccts in the 2013

II 2022 kline frame The savings to customers are

generated by the efficiencies of buying and selling

electricity in large wholesale market facilitated

centralized marketdriven dispatch process

rlnal requests to join MISt have been filed or

are heing prepared for tiling with our retail

regulators Decisions on these change of control

filings to join MIS are expected by fall 2012 The

target implementation date by December 2013

for ransf erring tunctioiial control of tile

ransnussion assets to MIS
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In December 2011 we anilolmnc cI our plan to

spin off and nierge our ransinission business

into IT loldings Corp an independent electric

ransilhission company Entergys transmission

business consists of approximately 1570k miles

of intercoiinecled transmission lines at voltages of

69 kilovolt and above and associated substations

UFOS5 the niid-Soiith Following the completion of

the merger ITC will be one of the largest electric

ranslmssion conlpanies in the ITS with more

han 30000 nules of transmission lines spanning

Ironi the Great Lakes to the Gulf toast

We believe lTs independent transmission

company structure is the best model to Irive

eollonhic elfiiency achieve an opei and robust

market and prode access for low-cost generation

and efficient ransnimssion use and expansion in

the country Entergy gains fhlu1ciaJ flexibility that

benefits its customers and coilinluilities Within

the U.S projected capital investment in the

electric utility industry is estimated to be in the

$2 trillion range over the next 20 years Merging

the transmission business with ITC increases

our flexi lility to make ongoing investments in

the remaining parts of our business improves

access to capital and protects the credit quality of

Entergy and its subsidiaries

One prerequisite to losing the transactioll

is that Entergy secures all necessary approvals

from state and local regulators to join Regional

Transmission Organization which is consistent

with efforts already under way to join MISO

We believe that the change of control filings

to join MISC should be considered separately

from the ITt transaction Completion of the

transaction is expected in 2013 subject to

the satisfaction of certain closing conditions

including the necessary approvals of Entergys

retail regulators the Federal Energy Regulatory

Commission and ITC shareholders
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Our utility operating companies pursue build

buy and contract options tc address current

capacity needs and meet long-term load growth

In 2011 we continued tc pursue generation

supply alternatives with the folk wing actions

Entergy Arkansas announced its plan to

purchase the Hot Spring Energy Facility

620megawatt conihinedcycle gasturbine unit

near Malvermì Ark with targeted closing

datc of nlid-2012
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Providing Affordable

Clean Power to Our

Utility Customers
L--r

Over thy
past

five yuars our utility operating

companies have stabilized CO2 emissions

at 20 percent below year 2000 levels while

holding average residential-rate increases

significantly below the U.S average 07 08 09 10 II

Based on latest available dat

Entergy Louisiana completed its purchase of Acadia Energy Center Power Block 580-megawatt

CCGT located south of Eunice La and requested LPSC approval to build 550-megawatt CCGT

unit at the existing Ninemile Point Plant in Westwego La portion of the Ninemile output will be

sold to Entergy New Orleans and Entergy Gulf States Louisiana on life-of-unit basis If approved

construction would begin in 2012 with commercial operation expected by mid-2015

Entergy Mississippi announced its plan to purchase the Hinds Energy Facility 450-megawatt

CCGT unit in Jackson Miss with targeted closing date of mid-2012

Entergy Texas entered into power purchase agreement with Calpine Energy Services L.P

for 485 megawatts from its Carville Energy Center If approved by the LPSC Entergy Texas will sell

50 percent of the output of the resource to Entergy Gulf States Louisiana

System Energy Resources Inc continued work on the 178-megawatt uprate project at Grand Gulf

Nuclear Station which is expected to be complete in 2012 Grand Gulf also submitted its application

to the Nuclear Regulatory Commission to extend its existing 40-year operating license which expires

on Nov 2024

At the Waterford Steam Electric Station owned by Entergy Louisiana delays in the fabrication of the

replacement steam generators pushed installation of the steam generator replacement project into fall

2012 The Entergy Louisiana FRP extension noted above includes regulatory mechanisms allowing

for recovery and reducing regulatory lag on this large-scale investment Also at Entergy Louisiana in

August the LPSC approved the securitization of costs related to the cancelled Little Gypsy repowering

project Entergy Louisiana subsequently issued $207 millionin bonds at favorable rates The Little Gypsy

quarterly monitoring process proved to be model framework for adaptation and working jointly with

our regulators on long lead-time large capital projects It allowed all parties to respond quickly as

market conditions changed The ability to respond to changing conditions is particularly critical given

the intensive capital investment phase that the utility industry is facing While large long-lead projects

such as the Grand Gulf uprate and the Waterford steam generator replacement are substantial

undertakings we expect these productive investments to provide reliable affordable generation and

contribute positively to long-term earnings

Growiiig the Utility Busiiiess

In the utility business we continue to expect long-term load growth of lercent to 1.5 percent per year

With productive investments and flexible regulatory mechanisms we expect net income for our utility

business to grow at percent to percent compound average annual rate in the 2010 to 2014 period

2009 base year Details on how our long-term financial outlook will be affected by the proposed

transmission business spin-off and merger will be provided at future date As we invest and grow

and continue to adapt to changing market conditions we never lose sight of our top priority

which is to safely provide our utility customers with affordable reliable and clean power
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ENTERGY WHOLESALE COMMODITIES

Preserving and Enhancing Future Options

the companys non-utility generation

business Entergy Wholesale

Commodities is focused on the safe

secure and efficient operation of its existing

assets and the preservation and enhancement of

its generation portfolio as an option on higher

power prices in the future

jwrat ing SafeI3 and Efficiently

In 2011 EWC had an excellent operational year

setting the second highest net generation from

its nuclear fleet Production costs for the nuclear

fleet in 2011 were $25.2 per megawatt-hour

down slightly from $25.3 per megawatt-hour in

2010 Our EWC nuclear team completed two

record runs in 2011 642-day run at Pilgrim

Nuclear Power Station and 483-day run at

Cooper Nuclear Station which EWC manages
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under long-term contract for the Nebraska

Public Power District In addition the team at

Indian Point Energy Center earned 2011 To1

Industry Practice award froni the Nuclear Energy

Inst itute for an equipment hatch closure plug

designed manufactured tested and installed at

Indian Point to improve safety during outages

We are vigilant regarding the safe operation of

our nuclear fleet The events at the Fukushima

Daiichi Nuclear Power Plant in Japan in March

2011 led to detailed review of the entire U.S

nuclear fleet Within days of the event we

performed walk-down of each of our nuclear

facilities and found that the plans processes awl

measures put in place following Three Mile Island

and September 11th provide defense-in-dept

meaning multiple physical barriers and multiple

safety systems to protect against events such as
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1/

fr



ii rq ii 11 ii
ii

i/ ii .5 if

what happened at Fukushima We mtend to implement Nuclear Regulatory Commission-directed near-tenn

measures that may include adding supplemental instrumentation to monitor spent fuel pools evaluating

capabilities for extended loss of off-site power and improving the reliability of hardened vents for Mark

and Mark II containment Our nuclear facilities each has in place back-ups to back-ups for items such as

diesel generators diesel and steam pumps batteries and fuel and water sources At each of our sites we

are going step further to purchase duplicate equipment such as high capacity pumps portable diesel

generators associated equipment to use with these pumps and generators for each reactor The multi-unit

sites will have set for each reactor plus duplicate set for the site Each site is currently in the process

of procuring this equipment Planning is done to address event outcomes such as power outages rather

than specific events themselves This type of safety planning is long-standing practice at Entergy and in

the U.S nuclear industry We will continue to add new practices and technologies as they become available

to our operations to constantly fortify and improve the safety of our nuclear fleet

Enhancing and Ireservillg the EWC Generation Portfolio

While the largest portion of the EWC generation portfolio is nuclear the business also includes

approximately 1600 megawatts of non-nuclear generation including an interest in 80 megawatts of

wind power In 2011 EWC further diversified its portfolio with the purchase of the Rhode Island State

Energy Center 583-megawatt combined-cycle gas-turbine unit located in Johnston R.I The Rhode

Island State Energy Center enhances the value of EWCs portfolio by adding fossil generation asset

in the New England market which is also served by Pilgrim and Vermont Yankee Nuclear Power Station

EWC continuously evaluates opportunities to enhance its portfolio arid as it did with the Rhode Island

State Energy Center will act when attractive options are viable

Preserving the value of EWCs nuclear fleet includes securing long-term operations for Pilgrim Vermont

Yankee and Indian Point Units and Major milestones for 2011 and the status of each effort include

AT PILGRIM the Atomic Safety and Licensing Board dismissed in January 2012 the last pending late

filed contention and formally terminated its proceedings Two appeals remain pending at the NRC Plant

opponents continue to urge the NRC not to issue renewed Pilgrim license As of early March 2012 the

license renewal process at Pilgrim had exceeded 72 months in duration or six years well beyond the

NRCs target of 30 months in proceedings with contentions Issuance of Pilgrims extended operating

license might not occur until all appeals are resolved Although Pilgrims current license expires in

June 2012 NRC regulations allow for continued plant operation while its decision is pending since we

filed the license renewal application more than five years prior to the end of the current license period

AT VERMONT YANKEE the NRC issued in March 2011 license to operate for another 20 years

In addition to the NRC operating license Vermont law requires Certificate of Public Good for the

plant to continue to operate In January 2012 federal District Court declared unconstitutional

the state of Vermonts legislative attempts to force Vermont Yankee to close on March 21 2012 by

Safety in Numbers

VVhiIe few frog species protect

their eugs until fogIets emerge

most co not Frogs tend to

lay
thousands of eggs and then

abandon them The sheer number

of eggs and then tadpoes provides

defene-in-depth which helps

ensure the survival of frog species
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witltholding authority from the \ermoiit Public

Service Board 10 grant the CPU application

We believe he ruling is validation for the

rule of law We are convinced that Vermont

Yankee provides significant environmental and

econoiiuc benefits to the community Moreover

it is welcome news for the approximately

000 dedicated Vermont Yankee employees

Shortly after the order Entergy filed motion

requesting that the VPSB grant based on the

existing record in its proceeding Vermont

Yankees pending application for new CPU

and the slate of Vermont tiled notice of

appeal of the District Courts ruling to the

J.S Court of Appeals for the Second Circuit

In February 2012 the VPSB submitted list

of questions to the parties involved in the

proceeding concerning Vermont Yankees

application tor CPU The VPSBs questions

relate to among other things the effect of

the recent decision on certain aspects of the

VPSBs authority to issue CPU and Vermont

Yankees authority to store spent fuel from

its operations after March 21 2012 We believe

the intent of the District Courts decision

was that Vermont Yankee could continue to

operate under its renewed NRC license until

final decision is reached on the CPU request

llasecl on the VPSI3s questions we made

number of filings asking the District Court to

prccte clarity fur all parties regarding certain

aspects of the decision and its impact on the

continued operation of Vermont Yankee while

the VPSB considers our pending application

br PU

AT INDIAN POINT we are in the early stages

of license renewal In the license renewal

proceeding at the NRC there are currently

14 consolidated issues that will he the subject

of ASLB hearings Initial hearings are expected

to begin by the end of 2012 and could take

many years to complete

In parallel joint administrative proceeding is

ongoing before the New York State Department

of Environmental Conservation related both

to the states position that new water quality

certification is required in the NRC license

renewal proceeding and to the renewal of

the water discharge permit Hearings before

the administrative law judges of the NYSDEC

began in October and continued through

January 2012 on several issues The trial on the

remaining issues is expected to resume later

this year Among the issues under review is

the construction of cooling towers versus the

installation of wedgewire screens the effect

of Indian Point on the best uses of the Fludson

River endangered species considerations and

the management of heated water discharges

Final decisions by the NYSDEC could be up to two

years away and are appealable to state courts

Also in 2011 an independent Charles River

Associates study commissioned by the New York

City Iepartment of Environnwntal Protection

was issued in August It stated that without indian

Point New York City consumers would likely

face an increase of $2 billion to $3 billion in

electricity prices through 2030 and there would

be statewide increase of $11 billion to $12 billion
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EWC Nuclear Generation

Increasing Net Generation January 1999 December 2011 TWh Illustrative

kirh focus on operational excellence EWC 50 --

Eras improved its nucleai fleet
capacity

factor

ann added
caracity through poduccive upr

ate

investments- In 201 EVVC recorded its

second
highest

annual net generation

ever fcc its nuclea- fleet

over the same period In addition New York would experience approximately 15 percent increase in

carbon emissions under most conventionai replacement scenarios with roughly percenf to percent

increase in nitrogen oxide emissions and the reliability of the citys electrical system wonld be

compromised without the addition of generation and/or transmission facilities

EWC launched in 2011 public education campaign to communicate the importance of Indian Point

to the local economy and plans to ramp up these efforts in 2012 Research commissioned by EWC

reveals that slightly less than one-third of New Yorkers surveyed do not support nuclear power or

license renewal of Indian Point returning to previous levels after brief increase in the immediate

aftermath of the nuclear events in Japan

We continue to vigorously address each issue raised in the license renewal process at Pilgrim

Vermont Yankee and Indian Point Were confident that ultimately state and federal decision makers

will recognize the importance of these safe secure and vital assets to the economic and environmental

qudity of life in the comnounities they serve and make their decisions based on science and fact rather

than emotion and politics

Maintaining POV-triven iledging Strategy

An abundance of shale gas production continues to weigh on prices in the Northeast forward power

market where natural-gas generators are the predominant marginal power price-setters Since the second

half of 2011 economic concerns and the shale gas effect drove forward prices down significantly From

our point of view margin pressures in shale gas production particularly iii dry gas plays combined with

higher environmental restrictions and increased demand are expected to drive the price of natural gas and

thereby power prices up over the long term We expect longer-term heat rate and power lnce expansion

to be driven by shrinking reserve margins from normal load growth as well as older more polluting units

retiring due to cost pressures and upcoming environmental regulations Accordingly our hedging strategy

includes near-term majority sold position and longer-term open position which offers an option on

price rebound At the end of 2011 90 percent of our planned nuclear capacity and energy revenue for 2012

was under contract 80 percent for 2013 and 43 percent for 2014 at average revenue under contract per

megawatt-hour of $51 $47 and $51 respectively We continue to monitor the markets and trends affecting

power prices and adjust our point of view and hedging strategies as appropriate

Preserving Value

Given the outlook for forward power prices we expect EWCs adjusted earnings before interest

taxes depreciation and amortization through 2014 to be below the 2010 level However we believe

our non-utility generation business represents valuable option for economic recovery more

restrictive environmental regulations and increasing power prices We are focused on preserving and

enhancing the option value for our shareholders and the communities that EWC serves

11/ill
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OUR 2011 ENVIRONMENTAL INITIATIVES

AND POINT OF VIEW ON CLIMATE CHANGE

Going Green

by Necessity

ntergy has long track record of

operating in ways that protect and

preserve our environment In 2002 our

board of directors adopted an Environmental

Vision Statement that established comnutments

in the areas of sustainable development

performance excellence and environmental

advocacy For more than 10 years we have

invested in clean generation technologies

and pursued comprehensive environmental

strategy that has delivered solid results

Speaking from Experience

Our environmental strategy known as

Environment2020 is focused on reducing our

environmental footprint adaptation proactive

compliance management energy efficiency

portfolio transformation and employee

engagement We successfully completed two

voluntary five-year commitments to stabilize

our CO2 emissions the first to year 2000 levels

and the second to 20 percent below year 2000

levels In 2011 we made voluntary 10-year

commitment to stabilize our cumulative 11
enussions at 20 percent below year 2000 levels

through 2020 taking into consideration all three
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commitment periods Our approach to emissions stabilization includes variety of internal and external

projects paid for by an Environmental Initiatives Fund For example in past years we planted trees for

carlon sequestration on more than 6000 acres of land in the lower Mississippi River valley including

3200 acres of Entergy-owned property From 2000 through 2010 we spent $24 million on combination

of internal and external emissions stabilization and offset projects arid we expect to spend an additional

$10 million through 2020

In 2011 we announced two purchases of greenhouse gas reduction credits from Seneca Meadows Inc

which owns and operates the largest non-hazardous solid waste facility in New York SME captures methane

potent greenhouse gas with global warming potential 21 times greater than C02 from decomposing

waste in collection system and sends it to landfill gas-to-energy facility Entergys purchases represent

the equivalent of removing roughly 172000 metric tons of CO2 from the atmosphere or taking more than

30000 vehicles off the road for one year The greenhouse gas credits were registered through Winrock

Internationals nonprofit American Carbon Registry voluntary offset program with strong environmental

integrity standards

Following 2010 study Entergy awarded $250000 grant to Americas WETLAND Foundation to

hell build public support for policies to protect the Gulf Coast region against changing environment

The effort builds on the recommendations of Building Resilient Energy Gulf Coast study Entergy

co-sponsored with Americas WETLAND Foundation which identified range of adaptation measures

to protect Gulf Coast communities from economic losses due to rising sea levels subsidence and

population growth

Entergy also funded the development of the worlds first methodology to establish carbon offsets

for deltaic wetlands restoration Since 2009 Entergy awarded total of $150000 to Tierra Resources

for development of this new methodology which was reviewed and approved internally by the

American Carbon Registry Under the methodology carbon credits created by restoring wetlands can be

registered and sold to help finance additional wetland restoration Coastal Louisiana suffers one of the

fastest rates of wetland loss in the world and restoration costs are estimated in the tens to hundreds

of billions of dollars This new methodology currently is undergoing public comment period and

scientific peer review with anticipated final approval in May 2012

We support technologies that foster environmental sustainability while providing affordable

reliable and clean power today and in the future In 2011 Entergy donated electric vehicle charging

stations for installation at public universities and colleges Students faculty and staff who own electric

vehicles can now charge them at no cost while university researchers and Entergy collect usage data

Putting the Right Foot Forward
Frogs feet vary drarnaocally

depending oil their habitat

Aquatic frogs have long strong

legs
with webbed back feet

burrowing frogs have shorter

legs and tree frogs have toe

pads chat act like suction cups

These adaptations enable frogs

to navigate effectively in many

different landscapes
Ac1uitic Frog Burrowing Frog Tree Frog



and conduct research into the chargers impact

in coiisuiuers and the electric grid

We believe our 10year enviroiunental record is

among tin best in our industry We were included

in 2011 in the ow Jones Sostainabihty North

America Index br sustainahility leadersiup It

was the 10th consecutive year Entergy has been

inchnied on either the DJSI World Index or

tISI North America Index or both We were

also recognized in 2011 by the tarbon Iisclosure

Prqject which named Entergy to the Carbon

Dischsure Leadership Index for the seventh time

iii eight years The index recognizes companies

with good internal data management practices

for understanding greenhouse gas emissions and

strong awareness of the busmess issues related

In climat change In addition we were honored

by the at nlnal Wildlife Federation in 2011 for

our enviromnental programs and we were nanied

one of tile loI OUt greenest companies iii the

1.5 based In Vcosocck magazines 2011 Green

Rankings for environmental perlorrnance

policies awl disclosure We believe our strong

environmental track record niakes Ent ergy

credible advocate for action on climate change

and implementing smart environmental policies

liii Il11111t ing Smart

Environmental Policies

We recognize the importance of preserving our

finite global supply of clean air and water as well

as the biodiversity that exists within ecosystems

regions and across our planet We advocate for

public policies consistent wit Ii tIns point of view

however we believe the U.S Environmental

Protection Agency released in July 2011

fundamentally flawed rule the Cross-State Air

Pollution Rule Although well intentioned the

rule contains errors that could either threaten

Our utility operating companies abilities to

provide power to customers or expose Enterg to

massive fines for noncompliance For example

the EPAs model assumes many Entergy tcssil

plants would not run beginning in 2012 so

state allowance budgets do not include realistic

emission levels for these plants As result

the number of allowances is linuted and

trading allowances to comply with tile rule is

not feasible trading between states is very

restricted Joining long list of utilities and

states Entergy tiled petition asking the ITS

Court of Appeals for the District of Columbia

to review CSAPR and requested the court stay

implementation while it reviews the legality of

OOt .Desr liOn VVays of Getting There

Sacs sal sari dope nd moving train

point to point as effectively as

possible trots have developed

wide ange of movements to sacs ian

ci water on land and avers
rip

irs the

ees Flying frogs glide from tree

rarseh to tree bran cli with the Ii ci

rat webbing an all 1osn Fer.t Other

frogs cars leap rip to 20 sinses their

body Ic rrgth And sonic rise Fr err

short legs so dig and walk reset

leaping at all vVtra tever the sitoas ott

ernai id frogs have liii idapra trcsns

so incise pcogress advance



ii ijij
ii

/i
Ill /11/ It 11/ ii It ii Ic

the rule The stay was granted and the legal review and court decision could take several months

In the meantime EPA issued revised version of CSAPR that eases some restrictions but that may

also be contested

Advocating Simpler More Direct Approach to Climate Change

In past annual reports we presented our guidelines for sustainable carbon policy We have adapted to

the political realities and the urgency of the climate change issue and now advocate simpler approach

as the best path forward Climate change is adversely affecting vulnerable areas such as the Gulf Coast

and there are steps we as society must take now to mitigate this Entergy is advocating that local

state and federal leaders take the following steps

We need to aggressively begin adaptation efforts in vulnerable areas to cost effectively reduce current

and future losses That means building resilient communities in high-risk areas like the Gulf Coast that

are subject to rising seas and stronger storms

We need to eliminate climate-related subsidies and mandates that promote specific technologies

at multiples of the price the market would produce There are far too many attempts to game the

system and use it for personal gain and too often they succeed The recent national cap-and-trade

debate illustrated this all too clearly as different interest groups worked to shape the proposed

legislation to their advantage

Adhering to the theory that simple is good and markets are powerful we need to put price on

every ton of CO2 across the economy as part of national policy It cannot be done on state-by-

state basis One fee rising at predictable rate over decades would motivate investment in the

most promising solutions while reducing carbon emissions It is the most equitable and economically

efficient approach and it would help demonstrate that U.S policy on climate change is credible

The lions share of the revenues generated would go to reduce the national public debt burden that

threatens our anti our childrens future portion of the revenue generated should be used to address

the regressive effects of carbon tax on low- and moderate-income households and fund immediate

adaptation efforts in high-risk areas such as the Gulf Coast The tax should adjust every three to

five years as new information on the cost of climate change becomes available and as new more

effective technologies enter the market

We must institute large innovation effort by govemment that is directed toward basic research

and funding demonstration projects The only long-term solution to climate change is new technology

government-led effort would jump-start innovation provide financing until private funding becomes

avallable and serve great national purpose

We believe risk management should begin with eliminating the free price of CO2 emissions But it

must be done efficiently equitably and compassionately

Why the United States Should Lead

We also believe it is natural and vital that the United States play leadership role in implementing

global strategy to address climate change Our country has moral responsibility to lead and it is in

the United States clear self-interest to craft an effective global solution

The United States is the greatest historical producer of carbon emissions in the world In the generations

it took to build the most powerful economy in the world our country led the way into the climate situation

Today we are among the 10 percent of nations generating 90 percent of emissions However there are

limits to what the U.S can do on its own if China and India do not participate We advocate leadership

but not unilateralism

Taking leadership role in addressing this situation is mission made for America Its

mission that calls for ingenuity idealism and sense of duty which are intrinsic values of

our country There is no nation in the world better suited to take on this task

Cumulative

CO2 Emissions

2001 2011 million Ions

521.4

455.5

Voluntary Goal

Actual

Entergy committed to thud

volrinury CO2 stabilization goal

12011 2020 after seceessf Lilly

completing two five-year

commitments 2001 2010

Since inception our actual

cumulative emissions were

12.6 percent below osir targets

In 201 our greenhouse gas

inventory was verified by an

independent third party in

accordance with international

standards ISO 14064.1

The inventory and verification

statement are available at

www.americancarbonregistry.org
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Managing Future Change

We realize that the work of adaptation is never done

Market conditions continue to evolve in our world

and we must continue to adapt if we are to succeed

We will maintain our clear external focus and develop

well-informed points of view that offer foresight and

help determine appropriate strategies We will remain

vigilant challenging our thinking and updating our

points of view as conditions change We will adapt to

future change

Even as we adapt we will continue to strive to deliver

top-quartile shareholder return We believe we can

achieve top-quartile return by

Operating the business with the highest expectations

and standards

Executing earnings growth opportunities while

managing commodity and other business risks

Delivering returns at or above the risk-adjusted cost of

capital for each initiative project and business

Maintaining credit quality and flexibility

Deploying capital in disciplined manner and

Being disciplined buyer or seller consistent with the

market and Entergys proprietary points of view

These behaviors and capabilities are integral to our

company they make us strong and resilient With them

we believe we can succeed over the long term in our

overarching goal to deliver sustainable value to all our

stakeholders
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FORWARD-LOOKING INFORMATION

In this report and trout time to time Entergy Corporation makes statements as registrant concerning its expectations beliefs plans

objeeti\es goals strategies and future evcnts or performance Such statements are forward-looking statements within the meaning of the

Private Securities Lit igatinn Reform Act of 1995 Words such as may will could project believe anticipate intend expect

estinate continue potential plan predict forecast and other similar words or expressions are intended to identify forward-

looking statements hot are not thc only means to identify these statements Although Entergy believes that these forward-looking statements

and the underlying assooiptions are reasonable it cannot provide assurance that they will prove correct Any forward-looking statement is

based on information current as of the date of this report and speaks only of the date on which such statement is made Except to the extent

required by the federal securities laws Entergy undertakes no obligation to pubhcly update or revise any forward-looking statements whether

as result of new information future events or otherwise

Forward-looking statements involve number of risks and uncertainties There are factors that could cause actual results to differ materially

from those expressed or iniplied in the forward-looking statements including those factors discussed or incorporated by reference in lteni

1A Risk Factors contained in the Form 10-K for the year ended Deceiuber 31 2011 Managements Financial Discussion and Analysis and

the following factors in addition to others described elsewhere in this report and in subsequent securities filings

resolution of pending and future rate cases and negotiations

including various performance-based rate discussions

Entergys utility supply plan and recovery of fuel and purchased

power costs

the ternnnation of Entergy Arkansass and Entergy Mississippis

participation in the Syst em Agreement in December 2013 and

November 2ttl respectively

regulatory and operating challenges and uncertainties associated

with the Utility operating companies prup sal to move to

the MISt RTO and tin scheduled expiration of the current

independent coordinator of transmission arrangement in

November 2012

changes in utility regulation including the beginning or end

of retail and wholesale competition the ability to recover net

utility assets and other potential stranded costs the operations

of the independent coordinator of transniission for Entergys

utility service territory and the application of more stringent

transmission reliatulity requirements or market power criteria by

the FERC
changes in regulation of nuclear generating facilities and nuclear

materials and fuel including possible shutdown of nuclear

generating facilities particularly those owned or operated by the

Entergy Wholesale ommodities business and the effects of new

or existing safety concerns regarding nuclear power plants and

nucllear fuel

resolution of pending or fut ure applirations and related

regulatory proceedings and litigation for license renewals or

moditications of nuclear generating farilities

the perfurnianee of and deliverability of power from Entergys

generation resources including the capacity factors at its nuclear

gnerating lacilities

Entergys ability to develop and execute on point of view

reganling future prices iif electricity natural gas and other

energyrelated 01 mi udit ies

prics for power gemrat ed by Emit ergys merchant generating

facilities anrl the ability to hedge sell power forward or otherwise

reduce the market price risk associated with those facilities

including the Ent ergy Wholesale ommudities nuclear plants

the prices and availalulity of fuel and power Entergy must

purchase tor its Itility customers and Entergys ability to meet

credit support reqturenients for fuel and power supply contracts

volatility and changes in markets fur electricity natural gas

uranium anrl other energy-related commodities

changes iii law result ing from federal or state energy legislation

or legislation subjecting energy derivatives used in hedging arid

risk management transactions to governmental regulation

changes in environmental tax and other laws including

requirements fur reduced emissions of sulfur nitrogen rarbon

mercury arul other substances and changes in costs of

compliance with environmental and other laws and regulations

uncertainty regardi ig
the establisluuent of interim or permanent

sites lur silent nuclear fuel and nuclear waste storage and disposal

risks associated witt the proposed spin-off and subsequent

merger of Entergys lectrie transmission business into

subsidiary of ITC holdings Corp including the risk that

Entergy and the Utility operating companies may not be able to

timely satisfy the conditions or obtain the approvals required

to complete such transaction or such approvals may contain

material restrictions or conditions and the risk that if completed

the transaction may not be achieve its anticipated results

variations in weather and the occurrence of hurricanes and

other storms and disasters including uncertainties associated

with efforts to remediate the effects of hurricanes ice storms or

other weather events and the recovery of costs associated with

restoration including accessing funded storm reserves federal and

local cost recovery mechanisms seeuritization and insurance

effects of climate change

Entergys ability to manage its capital projects and operation and

maintenance costs

Entergys ability to purchase and sell assets at attractive prices

and on other attractive terms

the economic climate and particularly econonue conditions in

Entergys Utility service territory and the Northeast United States

and events that could influence economic conditions in

those areas

the effects of Entergys strategies to reduce tax payments

changes in the financial markets particularly those affecting the

availability of capital and Entergys ability to refinance existing

debt execute share repurchase programs and fund investments

and acquisitions

actions of rating agencies including changes in the ratings of

debt and preferred stock changes in general corporate ratings

and changes in the rating agencies ratings criteria

changes in inflation and interest rates

the effect of litigation and government investigations

or proceedings

advances in technology

the potential effects of threatened or actual terrorism

cyber attacks or data security breaches and war or

catastrophic event such as nuclear accident or natural

gas pipeline explosion

Entergys ability to attract and retain talented management

and directors

changes in accounting standards and corporate governance

declines in the market prices of marketable securities and

resulting funding requirements for Entergys defined benefit

pension and other postretirernent benefit plans

changes in decommissioning trust fund values or earnings or in

the timing of or cost to decommission nuclear plant sites

factors that could lead to impairment of long-lived assets and

the ability to successfully complete merger acquisition or

divestiture plans regulatory or other limitations imposed as

result of merger acquisition or divestiture and the success of

the business following merger acquisition or divestiture

GAAP TO NON-GAAP RECONCILIATION
Earnings PerShare 2011 2010

As-Reported 7.55 666

Less Special Items $0.07 $0.44

Operational 7.62 7.10
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FIVE-YEAR SUMMARY OF SELECTED FINANCIAL AND OPERATING DATA

8150 2006 2007 2008 2009 2010 2011

Entergy orporation $100 $142.55 $95.0 $97.44 87.86 95.11

S1 500 Index $100 $105.4 $66 16 $84.05 06.71 08.76

Philadelphia ITtility Index $100 $118.08 $86.57 $95.26 $100.60 $101.57

lssiias in s/Ill n/ i/o closing price IU Jim nilno .11 2001/ in Enieojij

OlninOll 115 181 Si .00 /1111 11/ i/U I/iilal 11/i/il iililij

Ii6i 1111 lilii.Ilu Ii if ill ljU/nlS

SELECTED FINANCIAL DATA

in hoitsands eXcept percentages and per share amounts

Operating revenues

Income from continuing operations

Earnings per share from continuing operations

Basic

Diluted

Dividends declared per share

Return on coninion equity

Book value per share year-end

Total assets

2011 2010 2009 2008 2007

$11229073 11487577 $10745650 $l $11481398

1167472 1270305 1251051 1.210 1159954

7.59 6.72 6.39 6.39 5.77

7.55 6.66 6.30 6.20 530

3.32 3.24 3.00 3.00 2.58

15.43o 14.61s 14.85c 5.42s 14 13o

52.16 47.53 45.54 .$ 42.07 0.7l

$40701699 $38685276 $37561953 $36616818 $33643002

$10268645 11575973 11277314 $11734111 10165715Long-term oldigations1

UTILITY ELECTRIC OPERATING REVENUES

in mill oils

Residential 3369 3375 2999 3611 3228

Commercial 2333 2317 2184 2735 2113

Industrial 2307 2207 1997 2931 2545

Governmental 205 212 204 248 221

Total retail 8214 8111 7384 9526 8407

Sales for resale 216 389 206 325 393

Other 244 241 290 222 246

Total 8674 8741 7881 10073 9043

UTILITY BILLED ELECTRIC ENERGY SALES

GWti

Residential 36684 37465 33626 33047 33281

Commercial 28720 28831 27176 27340 27408

Industrial 40810 38751 35638 37843 38985

Governmental 2474 2463 2408 2379 2339

Total retail 108688 107510 99148 100601 102013

Sales for resale 4111 4372 4862 5101 6145

Total 112799 111882 101011 106010 108158

COMPETITIVE BUSINESSES

Operating revenues in millions 2390 2541 2693 2779 2232

Billed electric energy sales GWh 43520 42682 43969 44747 41916

Includes laq lea 8/ e/u/J nilg nalnioj 81 omnl cupiiai 1551 obii/aimn1 511 snbsidiaij p111 Id slack uiihoni

s/nt mig fund hint /5 aol jiinsiuied IS qui/j on 1/u balauc s/oct

COMPARISON OF FIVE-YEAR CUMULATIVE RETURN1

The following graph compares the performance of the common stock of Entergy Corporation to the SP 500 Index and the Philadelphia Utility

Index each of which includes Enterg Corporation for the last Ike years ended Decenther 31

$100

$50

$0

2006 2007 2018 2009 2010 2011

EiU.rgv rporaiiun 50/i links lhulwlilptnn liilii Iitttx



MANAGEMENTS FINANCIAL DISCUSSION AND ANALYSIS

The mark-to-market tax settlement sharing variance results front

regulatory charge because portion of the benefits of settlement

with the IRS related to the mark-to-market income tax treatment of

power purchase contracts will be shared with customers slightly

offset by the amortization of portion of that charge beginning

in October 2011 See Notes and to the financial statements for

additional discussion of the settlement and benefit sharing

Eutcrgy oleratcs primarily through two business segments Utility

and Entergy Wholesale nmmodities

The UTILITY business segment includes the generation

ransmissinn distribiuion arid sale of electric power in portions

of Arkansas Mississippi Texas and Louisiana including the City

of New Orleans and operates small natural gas distribution

business As discussed in more detail in Plait to Spin Off the

l1tilitys Transnussion Rosiness in December 2011 Entergy

entered into an agreeoont to spin nff its transnussion business mid

nierge it
with newly-tornied subsidiary of ITC Holdings Corp

The ENTERGY WHOLESALE COMMODITIES business segment

includes the ownerslol and operation of six nuclear power plants

boated in be oorttieni nited States and the sale of the electric

power produced by tbose plants to wholesale customers This

business also providis services to other nuclear power plant

owners Eatergy Wlobsale tommodities also owns interests in

non-noclear power plants that sell the electric power produced by

bosi plants to wlu lestte customers

Followitig an the ierciniages of Entergys consolidated revenues

uil net incoule geniiated by its operating segments and the

percentage tot at assets held by them

of Revenue

Segment 2011 2010 2009

Holity 71 78 75

Etitergy \Vholisali oiiiiiioilitns 22 25

Parent It liii

RESULTS OF OPERATIONS

2011 Compared to 2010

Following are income statement variances for Utitity Entergy

Wholesale Commodities Parent Other arid Entergy comparing 2011

to 2010 showing how much the line item increased or decreased

in comparison to the prior period in thousands

Entergy

Wholesale Parent

Utiiity Commodities Other Entergy

2010 Consoltdated

Net Income Loss 829719 $489422 48836 $1270305

Net revenue operating

revenue less foci expense

poreha.sed power and

other regulatory

charges/credits 146947 155898 1620 290225

Other operai ion and

maintenance expenses it 141588 827tt it 164-I

Taxes oiher than

income taxes 248 1083 106 727

Depreciation and

aionrtizatioii 16126 lt0t8 26 t23tt8

Gain on sale of hosiness 44173 44 i7t

ther hicoioe 3388 39717 1709 11306

hiterest expense 37502 51 18t 27145 6154
Other 1188 23t34 21646

Income taxes bench 426916 41191 131 131 1tt976

2011 Consolidated

Net Income Loss $1123866 $491841 $248335 $1367372

Refer to Selectetl Financial Data Five-Year Comparison Of

Ent ergy Corporation AntI Subsidiaries which accompanies Eutergy

Corporations financial statements in this report for further inforniat ion

with respect to operating statistics

Net income for Utility in 2011 was significantly affected by

settlement with the IRS related to the mark-tn-market iticome tax

treatment of power purchase contracts which resulted in reduction

in income tax expense The net income etfect was partially offset by

regulatory charge which reduced net revenue because portion

of the benefits will be shared with customers See Notes mid to

the financial statements for additional discussion of the settlement

and benefit sharing

NET REVENUE
Ut jun

Following is an analysis of the change in net revenue comparing

2011 to 2010 in millions

2010 Net Revenue $5051

Mark-tomarket tax set lenient sharing 18
Purcha_sod power capacity 21
Net wholesale revenue 14

Votome/weattier 11

ANt decomnossioning trust 24

Retail eteciric price 49

Other

2011 Net Revenue $4904

of Net Income

Segment 2011 2010 2009

litily
82 65 57

Enterg Wtiolcsde onoiiistdos th 39 51

Pariot it tier 18

of Total Assets

Segment 2011 2010 2009

ilitv 80 80 80

Fntiigy Wholesale Uiiiioisiititis 26 26 30

t5oint Ithir 11



Eu uuj 1/ II II 1/ .5
II

II

MANAGEMENTS FINANCIAL DISCUSSION AND ANALYSIS cannoned

The purchased power capacity variance is primarily due to price

increases for ongoing purchased power capacity and additional

capacity purchases

The net wholesale revenue variance is primarily due to lower

margins on co owner contracts arid higher wholesale energy costs

The volumcweat her variance is primarily clue to an increase of

2061 3Wh in weather-adjusted usage across all sectors Weather-

adjusted residential retail sales growth reflected an increase in the

nuniber of customers Industrial sales growth has continued since

the beginning of 2010 Entergys service territory has benefited

front the national manufacturing economy and exports as well

as industrial facility expansions Increases have been offset to

some extent by declines in the paper wood products and pipeline

segments The increase was also partially offset by the effect of less

fa orable weather on residential sales

flie ANO decommissioning trust variance is primarily related to the

deferral of investment gains from the ANO and decommissioning

trust in 2010 in accordance Oth regulatory treatment The gains

resulted in an increase in interest and investment income in 2010

and corresponding increase in regulatory charges with no effect

on net income

The retail electric price variance is primarily due to

rate actions at Enlergy Texas including base rate increase

effective August 2010 and an additional increase beginning

May 2011

formula rate plan increase at Entergy Louisiana effective

May2011 and

base rate increase at Entergy Arkansas effective July 2010

These were partially offset by tormula rate plan decreases at Entergy

New Orleans effective October 2010 and October 2011 See Note to

the financial statements for further discussion of these proceedings

En p.qq ii /iohsn Fe aiim rondo hs

Following is tnt analysis of the change in net revenue comparing 2011

to 201t1 in nullions

2010 Net Revenue

Realized price changes

Fuel expenses

Iarnsnn County

Volume

2011 Net Revenue

As shown in the table above net revenue for Entergy Wholesale

Conimoditmes decreased by $156 million or 7o in 2011 compared to

2010 primuarily due to

lower pricing in its contracts to sell power

higher fuel expenses primarily at the nuclear plants and

the absence of the Harrison ounty plant which was sold in

December 2010

These factors were partially oflset by higher volume resulting from

fewer planned and unplanned outage days in 2011 compared to the

same tteriod in 20111

Following are key performance nieasures for Entergy Wholesale

Commodities for 2011 and 2010

Owncd capacity

GWh hilled

Average realized price per MWh

Liu tcuujy Who/can/c urn ot nO it lea Nec/cu PIcct

Capacity factor

OW/h billed

Average realized re enue per MWb
Refueling outage clays

FitzPatrick

Indian Point

Indian Puinl

Palisades

Pilgrim

vemniunt Yankee

Realized Revenue per MWh for Entergjy Wholesale

Commodities Nuclear Plants

The recent economic downturn and negative trends in the energy

commodity markets have resulted in lower natural gas prices antI

therefore lower market prices for electricity in the New York antI

New England power regions which is where five of the six Entergy

Wholesale Commudities nuclear power plants are located Enterg

Wholesale Commodities nuclear business experienced decrease

in realized price per MWh to $54.73 in 2011 from $59.16 in 2ttltt

and is likely to experience decrease again in 2012 ltecause as

shown in the contracted sale of energy table in Market anti Credit

Risk Sensitive Instruments Entergy Wholesale Commodities has

sold forward 88io of its planned nuclear energy output for 2012 for

an average contracted energy price of $49 per MWh In addition

Entergy Wholesale Commodities has sold forward 81 of its

planned energy output for 2013 for an average contracted energy

price range of $45-SO per MWh

OTHER INCOME STATEMENT ITEMS

iliq
Other operation and maintenance expenses increased front $194lt

$2200 million for 2010 to $1951 million for 2011 primarily due to

159 an intrease of $17 million in nuclear expenses primarily dcme to

30
higher labor costs including higher contract labor

27
an increase of $15 million in contract costs clue to the transition

60
and implementation of joining the MISO RTO

$2044 an increase of $9 million in legal expenses primarily resulting

from an increase in legal and regulatory activity increasing the

use of outside legal services

an increase of $8 million in fossil-fueled generation expenses

primarily due to the addition of Acadia Unit in April 2tt 11 and

several individually insignificant items

These increases were snbstantially offset by

decrease of $29 million in compensation and benefits costs

primarily resulting from an increase in the accrual for incentive

based compensation in 2010 and decrease in stock option

expense The decrease in stock option expense is offset by

credits recorded by the parent company Entergy Corporation

2011

6599

43.521/

$54.48

40918

$5 71

1/

25

2010

6151

12082

$5/I/Il

90

39055

$59.11

2//

2/I



MANAGEMENTS FINANCIAL DISCUSSION AND ANALYSIS eoniinurd

the deferral in 2011 of $13.4 nullion of 2010 Michoud plant

maintenance costs pursuant to the settlement of Entergy New

Orleans 20 it test year tormula rate plan filing approved by

the ity ouncil in Septeniher 2011 See Note to the financial

statements for further discussion of the 2010 test year formula

rate plan titing and settlement

the amortization of $tl million of Entergy Texas rate case

expenses in 2010 See \ote to the financial statements for

further discussion of the Entergy Texas rate case settlement and

decrease of $10 million in operating expenses due to the sale

of surplus oil inventory in 2011

Depreciation and amortization expense increased primarily due

to an increase in plant in service partially offset by decrease in

lepreciation rates at Entergy Arkansas as result of the rate case

settlement agreement approved by the APSC in June 2011

lnterest expense decreased primarily due to

the refinancing of long-term debt at lower interest rates by

certain of the Utility operating companies

revision caused by FERs acceptance of change in the

treatment of funds received from independent power producers

for transnussion interconnection projects and

interest expense accrued in 2010 related to the expected result

of the LPSC Staff audit of Entergy Gulf States Louisianas fuel

actjustment clause for the period 1995 through 2004

Lnteqq Il iWiesOit oiiiniodtiies

Other operation and niaintenance expenses decreased from

$1047 million for 20 Itt to $905 million for 2011 primarily due to

the write-off of $64 million of capital costs in 2010 primarily for

software that would ilot he utilized and $16 million of additional

coss incurred in 2010 in connection with Entergys decision to

unwind the infrastructure created for the planned spin-off of its

nonutility nuclear business

decrease of $30 million Inc to the absence of expenses from

the harrison ounty plant which was sold in December 2010

decrease in compensation and benefits costs resulting from

an increase of $19 nallion in the accrual for incentivebased

compensation iii 2t Itt

decrease of $12 nullion in spending on tritium remediation

work and

the write-off of it uullion of capitalized engineering costs in

2010 associated with potential uprate project

The gain on sale resulted from the sale in 2010 of Entergys

ownership interest in the Harrison County Power Project 550 MW
combined-cycle plant to two Texas electric cooperatives that owned

minority share of the plant Entergy sold its 61 percent share of the

plant for $219 million and realized pre-tax gain of $44.2 nullion on

the sale

Depreciation and aniort ization expense increased primarily

clue to an increase in plant in service and declining useful life of

nuclear assets

ther income decreased primarily due to decrease in interest

income earned on loans to the parent company Entergy

orporatton arid decrease of $13 million in realized earnings on

deconmnussioning trust fund investments

Interest expense decreased primarily due to the write-off of $39

million of debt financing costs in 2010 primarily incurred for

$1.2 billion credit facility that will not be used in connection with

Entergys decision to unwind the infrastructure created for the

planned spin-off of its non-utility nuclear business

Other expenses decreased primarily due to credit to

decommissioning expense of $34.1 milhon in 2011 resulting froni

reduction in the decommissioning liability for plant as result

of revised decomnnssioning cost study obtained to comply with

state regulatory requirement See Critical Accounting Estimates

Nuclear Decommissioning Costs below for further discussion of

accounting for asset retirement obligations

Paremi Other

Other operation and maintenance expenses increased prinmarily due

to lower intercompany stock option credits recorded by the parent

company Entergy Corporation arid an increase of $13 nullion

related to the planned spin-off and merger of Entergys transmission

business See Plan to Spin Off the Utilitys Transmission Business

below for further discussion

Interest expense increased primarily clue to $1 billion of

Entergy Corporation senior notes issued in September 201t

with the proceeds used to pay down borrowings outstanding on

Entergy Corporations revolving credit facility that were at lower

interest rate

INCOME TAXES

The effective income tax rate for 2011 was 17.3% The difference iIi

the effective income tax rate versus the statutory rate of 35% in 2011

was primanly due to settlement with the IRS related to the mark-

to-market income tax treatment of power purchase contracts wluch

resulted in reduction in income tax expense of $422 million See

Note to the financial statements herein for further discussion of

the settlement

The effecrive income tax rate for 2010 was 32.7% The difference in

the effective income tax rate versus the statutory rate of 35% in 2110

was primarily due to

favorable Tax Court decision holding that the U.K Windfall

Tax may be used as credit for purposes of compuring the U.S

foreign tax credit which allowed Entergy to reverse provision

for uncertain tax positions of $43 million included in Parent and

Other on the issue See Note to the financial statements for

further discussion of this tax litigation

$19 million tax benefit recorded in connection with Entergys

decision to unwind the infrastructure created for the planned

spin-off of its non-utility nuclear business and

the recognition of $14 million Louisiana state income tax

benefit related to storni cost financing

Partially offsetting the decreased effective income tax rate was

charge of $16 million resulting from change in tax law associated

with the recently enacted federal healthcare legislation as discussed

below in Crirical Accounting Esrimates and state income taxes and

certain book and tax differences for Utility plant items

See Note to the financial statements for reconciliation of the

federal statutory rate of 35.0% t.o the effective income tax rates and

for additional discussion regarding income taxes
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2009 Consolidated

Net Income Loss $708905

Net revenue operating

revenue less fuel expense

purchased power Will

other regulatory

charges/credits

Other operation and

maintenance expenses

Taxes Hitler han

income taxes

Depreciation nniini

11111111 ii.alion

Gain oni sale of hosiness

Other iocoioe

Interest expense

Other

Income taxes

2010 Consolidated

Net Income Loss $829719

Refer to Selected Financial Data Five-Year Comparison Of Entergy

Corporation And Subsidiaries which accompanies Entergy

Corporations financial statements in this report for further information

with respect to operating statistics

In Noveniber 2007 the Board approved plan to pursue

separation of Entergys non-ui ility nuclear business from Entergy

through spin-off of the business to Entergy shareholders In April

2010 Entergy announced that it planned to unwind the business

infrastructure associated with the proposed spin-off transaction

As result of the plan to unwind the business infrastructure

Entergy recorded expenses in 2010 for the write-off of certain

capitalized costs incurred in connection with the planned

spin-off transaction These costs are discussed in more detail

below and throughout this section

NET REVENUE

iliy

Following is an analysis of the change in net revenue comparing

2010 to 2009 in millions

2009 Net Revenue

Volume/weather

Retail electric price

Provision for regulatory proceedings

Rough production cost equalization 19

ANO decommissioning nist 24
Fuel recovery 44
Other 12

2010 Net Revenue $5051

See Note to the financial statements for further discussion of the

proceedings referred to above

The provision for regulatory proceedings variance is primarily tltie

to provisions recorded in 2009 at Entergy Arkansas See Note to

the financial statements for discussion of regulatory proceedings

affecting Entergy Arkansas

The rough production cost equalization variance is due to an

additional $18.6 million allocation recorded in the second quarter of

2009 for 2007 rough production cost equalization receipts ordered

by the PUCT to Texas retail customers over what was originally

allocated to Entergy Texas prior to the jurisdictional separation of

Entergy Gulf States Inc into Entergy Gulf States Louisiana anti

Entergy Texas effective December 2007 as discussed in Note to

the financial statements

The ANO decommissioning trust variance is primarily related to the

deferral of investment gains from the ANO and deconmilssiuning

trust in 2010 in accordance with regulatory treatment The gains

resulted in an increase in interest and investment income in 2010

and corresponding increase in regulatory charges with no effect

on net income

The fuel recovery variance resulted primarily froni an adjustmenl

to deferred fuel costs in the fourth quarter 2009 relating lu

unrecovered nuclear fuel costs incurred since January 2008

that will now be recovered after revision to the fuel adjustment

clause methodology

Lnerqy htholesale oninodhties

Following is an analysis of the change in net reventie comparing

2010 to 2009 in millions

2009 Net Revenue

Nuclear realized price changes

Nuclear volume

Other

2010 Net Revenue

2010 Compared to 2009

Following are income statement variances for Utility Entergy

Wholesale Commodities Parent Other and Entergy comparing

2010 to 2009 showing how much the line item increased or

decreased in comparison to the prior period in thousands

Entergy

Wholesale

Utility Commodities

Parent

Other Entergy

The volutne/weather variance is primarily due to an increase of

8362 GWb or 8% in billed electricity usage in all retail sectors

including the effect on the residential sector of colder weather in

the first quarter 2010 compared to 2009 and warmer weather in the

second and third quarters 2010 compared to 2009 The industrial

sector reflected strong sales growth on continuing signs of economic

recovery The improvement in this sector was primarily driven by

inventory restocking and strung exports with the chemicals refining

and miscellaneous manufacturing sectors leading the improvenwnt

357211

112384

28872

24112

14915

31035

7718

61141

$641094 $98949 $1251050

The retail electric price variance is primarily due to

increases in the formula rate plan ritlers at Entergy Gulf Stales

Louisiana effective November 2009 January 2010 and September

163518 8622 202315
2010 at Entergy Louisiana effective November 2009 and at

Entergy Mississippi effective July 2009

124758 18550 218592 base rate increase at Entergy Arkansas effective July 2010

rate actions at Entergy Texas including base rate increases

2717 1149 30440 effective in May and August 2010

11 413 182 12 881
formula rate plan provision of $16.6 million recorded in the

44173 44173
third quarter 2009 for refunds that were made to customers in

66222 21681 25626 accordance with settlements approved by the LPSC and

6461 19851 4723 the recovery in 2009 by Entergy Arkansas of 2008 extraordinary

19728 27486 storm costs as approved by the APSC which ceased in Jantiary

53606 27440 15.501
2010 The recovery of storm costs is offset in other operation anti

$489422 $48836 $1270305
maintenance expenses

$4694
231

137

26

$2364

96

60

$2200



MANAGEMENTS FINANCIAL DISCUSSION AND ANALYSIS continued

As shown in the table above net revenue for Entergy Wholesale

oniniodities decreased by $164 million or 7% in 2010 compared

to 2009 primarily due to results from its nuclear operations The net

revenue decrease was pri nanly due to lower pricing in its contracts

to sell nuclear power and lower nuclear volume resulting froIn more

planned and unplanned outage lays in 2010 Included in net revenue

is $46 million and $53 million of amortization of the Palisades

purchased poser agreement in 2010 and 2009 respectively which

is non-cash revenue and is discussed in Note 15 to the financial

statements Following are key performance measures for Entergy

Wholesale ommodities nuclear plants for 2010 and 2009

Net MW in operation at Dec ember 31

Average realized revenc cc er MWh
Vh hilled

apacity lad icr

Refueling out age clays

FttzPat mck

Indian Point

Indian Point

Palisades

Pilgrim

Vermont Yankee

Overall including its nonnuclear plants Entergy Wholesale

omimomoilit ies hilled 42tiS2 t1Wh in 2010 and 43969 GWh in 2009

with average realized revenue per MWh of $59.04 in 201t1 and $60.46

in 2tt09

OTHER INCOME STATEMENT ITEMS

till
ther operation and uca itemmance expenses increased from $1537

million for 2009 to $1919 million for 2010 primarily due to

an mcrea.se of $7t million in compensation and benefits costs

resulting front decreasing discount rates the amortization

of henetit trust asset losses arid an increase in the accrual

for incentive-based compensation See Critical Accounting

Estimates Qualified Pension and Other Postretirement ilenefits

below and also Note 11 11 the financial statements for further

discussion of benefit costs

an increase of $25 ittillictim in fossil-fueled generation expenses

resulting trom higiter cciii age costs in 2010 primarily because the

scope oft lie outages was greater than in 2009

an increase of $17 million in transmission and distribution

expenses resuhing trout increased vegetation contract work

an increase of $13 uulliomt in nuclear expenses primarily due to

higher nuclear labor and contract costs

an increase of $12.5 nullion due to the capitalization in 2tt09 of

Ouacluta Plant service charges previously expensed and

an increase of $11 udllion due to the amortization of Entergy

Texas mate case expenses See Note to the financial statements

lor fomilier discussion of the Eritergy Texas rate case settlement

The increase was partially offset by

decrease of $ltt..l million due to 2008 storm costs at Entergy

Arkansas which were deterred per an APSC order and were

mcci ivered hrougli mcvi nues in 2009

decrease ot $16 imullit mm clue to lugher writeotts of uncollectible

list onier accounts in 2009 and

charges of $14 nulliomi in 2009 due to the Hurricane Ike and

ilurrictme Gustav stcamn cost recovery settlement agreement as

discussed further in Note to the financial statements

Other income decreased primarily due to

decrease of $50 million in carrying charges on storm

restoration costs because of the completion of financing or

securitization of the costs as discussed further in Note to the

financial statements and

gain of $16 million recorded in 2009 on the sale of undeveloped

real estate by Entergy Louisiana Properties LLC

The decrease was partially offset by

an increase of $24 million doe to investment gains troni the

ANO and decommissioning trust as discussed above

an increase of $14 million resulting from higher earnings on

decommissioning trust funds and

an increase of distributions of $13 million earned by Entergy

Louisiana and $7 million earned by Entergy Gulf States Louisiana

on investments in preferred membership interests of Entergy

Holdings Company The distribotions on preferred menibership

interests are eliminated in consolidation and have no effect

on net income because the investment is in another Entergy

subsidiary See Not.e to the financial statements for discussion

of these investments in preferred membership interests

Interest expense increased primarily due to an increase in long-

term debt outstanding resulting from net debt issuances by certam

of the Utility operating companies in the second half of 2009 and in

2010 See Notes and to the financial statements for details of long

term debt outstanding

Depreciation and amortization expenses decreased primarily clue

to decrease in depreciation rates at Entergy Arkansas as result

of the rate case settlement agreement approved by the APSC in

June 2010

Enlergy Hhole.snle omniodities

Other operation and maintenance expeiises increased from

$922 million for 2009 to $1047 niillion for 2010 primarily due to

the write-ott of $64 million of capital costs primarily for software

that will not be utilized and $16 million of additional costs

incurred in connection with Entergys decision to unwind the

infrastructure created for the planned spin-oft of its non-utility

nuclear business

an increase of $36 nmillion in compensation and benefits costs

resulting fronm decreasing discount rates the amortizatioii

of benefit trust asset losses and an increase in the accrual

for incentive-based compensation See Critical Accounting

Estimates Qualified Pension and Other Postretirement Benefits

below and also Note II to the financial statements for further

discussion of benefits costs

spending of $15 million related to tritiom remediation work at the

Vermont Yankee site and

the write-off of $10 million of capitalized engineering costs

associated with potential uprate project

The gain on sale resulted from the sale of Entergys ownership

interest in the Harrison County Power Project 550 MW conmbined

cycle plant to two Texas electric cooperatives that owned minority

share of the plant Entergy sold its 61 percent share of the plant for

$219 million and realized apre-tax gain of $44.2 million on the sale

Other income increased primarily clue to $86 million in charges

in 2009 resulting from the recognition of impairments that are not

considered temporary of certain equity securities held iii Entergy

Wholesale Commodities decommissioning trust funds partmidly

offset by decrease of $28 million in realized earnings on the

decommissioning trust funds

2010

4998

$59.16

39655

911%

15

33

26

29

2009

4998

$61117

41981

930/

16

41
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MANAGEMENTS FINANCIAL DISCUSSION AND ANALYSIS continued

Interest expense decreased primarily due to decrease in fees

paid to Entergy Corporation for providing collateral in the form

of guarantees in connection with some of the Entergy Wholesale

Commodities agreements to sell power The guarantee fees paid

are intercompany transactions and are eliminated in consolidation

The decrease was substantially offset by the write-off of $39 million

of debt financing costs primarily incurred for $1.2 billion credit

facility that will riot be used in connection with Entergys decision

to unwind the infrastructure created for the planned spin-off of its

non-utility nuclear business

Pa rent Oilier

Other income decreased primarily due to increases in the distributions

paid of $13 million to Entergy Louisiana and $7 million to Entergy Gulf

States Louisiana on investments in preferred niembership interests of

Entergy Holdings Company as discussed above

Interest expense decreased primarily due to lower borrowings

including tIme redemption of $217 million of notes payable in

December 2009 as well as lower interest rates on borrowings under

Entergy Corporations revolving credit facility

INCOME TAXES

The effective income tax rate for 2010 was 32.7% The difference in

the effective income tax rate versus the statutory rate of 35% in 2010

was primarily due to

favorable Tax Court decision holding that the U.K Windfall

Tax nmay he used as credit for purposes of computing the U.S

foreign tax credit which allowed Entergy to reverse provision

for uncertain tax positions of $43 million included in Parent and

Other on the issue See Note to the financial statements for

further discussion of this tax litigation

$19 million tax benefit recorded in connection with Entergys

decision to unwind the infrastructure created for the planned

spin-off of its non-utility nuclear business and

the recognition of $14 million Louisiana state income tax

benefit related to stonu cost financing

Partially offsetting the decreased effective income tax rate was

charge of $16 million resulting from change in tax law associated

with the recently enacted federal healthcare legislation as discussed

beluw in Critical Accounting Estimates and state income taxes and

certain book and tax differences for Utility plant items

The effective income tax rate for 2009 was 33.6% The difference in

the effective income tax rate versus the federal statutory rate of 35%

in 2009 was primarily due to

recognition of capital loss of $73.1 million resulting from the

sale of preferred stock of an Entergy Wholesale Commodities

subsidiary to third party

reduction of valuation allowance of $24.3 million on state

loss carryovers

reduction of valuation allowance of $16.2 million on federal

capital loss carryover

reduction of the provision for uncertain tax positions of

$15.2 million resulting from settlements and agreements with

taxing authorities

adjustment to state inconie taxes of $13.8 million for Entergy

Wholesale Commodities to reflect the effect of change in the

methodology of computing Massachusetts state income taxes as

required by that states taxing authority and

additional deferred tax benefit of approximately $8 million

associaterl with writedowns on nuclear decommissioning

qualified trust securities

These reductions were partially offset by increases related to hook

and tax differences for utility plant items arid state income taxes at

the Utility operating companies

See Note to the financial statements for reconciliation of the

federal statutory rate of 35.0% t.o the effective income tax rates ammrl

for additional discussion regarding income taxes

PLAN TO SPIN OFF THE UTILITYS
TRANSMISSION BUSINESS

On December 2011 Entergy announced that it would spin off its

transmission business and merge it with newly formed suhsidiamy

of ITC Holdings Corp ITC In order to effect the spin-off and

merger Entergy entered into Merger Agreenient with Mid South

TransCo LLC newly formed wholly owned subsidiary of Entergy

TransCo ITC and Ibis Transaction Subsidiary LLC Merger Sub
newly formed wholly-owned subsidiary of ITC and ii Separation

Agreement with TransCo I1C each of the Utility operating

companies and Entergy Services Inc These agreements which

have been approved by the Hoards of Directors of Entergy and ITC

pro\ade fir the separation of Entergys transniissionm business the

Transmission Hosiness the distribution to Entergys stockholders

of all of the common units of TransCo holding company subsidiary

formed to hold the Transmission Husiness and the merger of

Merger Sob with and into TransCo with TransCo continuing as the

surviving entity in the Merger the Merger following which each

common unit of TransCo will be converted into the right to receive

one fully paid and nonassessable share of FTC comnion stock Hoth

the Distribution as defined below and the Merger are expected to

qualify as tax-free transactions

Pursuant to the Merger Agreement and subject to the trrrns

and conditions set forth therein Entergy will distribute ttme

TransCo common units to its shareholders At Entergys election

it may distribute the TransCo common units by means of pro rata

dividend in spin-off or pursuant to an exchange offer in split-off

or combination of spin-off and split-off the Distribution In

connection with the Merger ITC expects to effectuate $700 million

recapitalization currently anticipated to take the form of one-time

special dividend to its shareholders of record as of record rtate prior

to the Merger which will be deternnned by the board of directors

of ITC at later date the Special Dividend Entergys shareholders

who become shareholders of ITC as result of the Merger will not

receive the Special Dividend Pursuant to the Merger Agreement amid

subject to the ternis anrl conditions set forth therein immuediately

after the consummation of the Separation as defined below the

consummation of the Financings as defined below the payment of

the Special Dividend and the consummation of the Distribution Merger

Sob will merge with and into TransCo with TransCo continuing as the

surviving entity arid Entergy shareholders who hold common units of

TransCo will have those units exchanged for ITC conunon stock on

one-for-one basis Consummation of the transactions not enmplated

by the Separation Agreement and the Merger Agreement is expected

t.o result in Entergys shareholders holding at least 50.1% of ITts

common stock and existing ITC shareholders holding no more than

49.9% of ITCs common stock immediately after the Merger

TIme Merger Agreement contains certain customary represent

tions arid warranties The Merger Agreement may be terminated

by mutual consent of Entergy arid ITC by either Entergy

or ITC if the Merger has not been completed by June 30 2013

subject to an up to six month extension by either Entergy or

ITC in certain circunmstances hi by either Entergy or IlC if the

transactions are enjoined or otherwise prohibited by applicable

law iv by Entergy on the one hand or ITC on the other hand

upon material breach of the Merger Agreement by the other party

that has not been cured by the cure period specified in the Merger
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Agreement by either Entergy or ITC if ITCs shareholders fail

to approve the ITC shareholder proposals vi by Entergy if the

ITC Board of Directors withdraws or changes its recommendation

of the ITC shareholder proposals in manner adverse to Entergy

vd by Entergy if ITt willfully breaches in any material respect its

non-solicitation covenant and the breach has not been cured by the

cure period specified in the Merger Agreement viii by Entergy if

here is law or order that enjoins the transactions or imposes

burdensome condition on Entergy ix by either Entergy or ITC if

there is law or order that enjoins the transactions or iniposes

burdensome condition on ITC by ITC prior to ITC shareholder

approval to enter into transaction for superior proposal

provided that ITC complies with its notice and other obligations

in the non-solicitation proision and pays Entergy the termination

tee concurrently with termination or xi by ITC if Entergy takes

certain act ions with respect to the migration of the Transmission

Business to regional transmission organization if such actions

could reasonably be expected to have certain adverse effects on

Transto or ITt after the Merger In the event that ITC terminates

the Merger Agreement to accept superior acquisition proposal ii

Entergy terminates the Merger Agreement because the ITC Board of

Directors has withdrawn its recommendation of the ITC shareholder

proposals approves or recommends another acquisition proposal

fails reaffirm its recommendation or materially breaches the

non-solicitation provisions Hi either of the parties terminates the

Merger Agreenient because the approval of ITCs shareholders is not

obtained or iv Entergy terminates because of ITCs uncured willful

breach of the Merger Agreement and in the case of clauses iii and

iv an ITt takeover transaction was publicly announced and not

withdrawn prior to termination and within 12 months of termination

ITt agrees to or consummates takeover transaction then ITC must

pay Entergy $113570800 termination fee

onsunimation of the Merger is subject to the satisfaction of

customary closing conditions for transaction such as the Merger

including among others consummation of the Separation

the Distribution the Finaneings arid the Special Dividend the

approval of the ITt shareholder proposals by the shareholders

of Ilt Hi the authorization for listing on the New York Stock

Exchange of ITt common stock to he issued in the Merger iv the

receipt by Entergy of regulatory approvals necessary to become

uteri iher of an acceptable regional transmission organization

he receipt of regulatory approvals necessary to consummate the

transac ion and the expiration of the applicable waiting period under

the llart-Scott-Rodino Act and no such regulatory approvals impose

burdensome condition on ITC or Entergy vi the absence of

material adverse efteet on the Transmission Business or ITC vii

the receipt by Entergy of solvency opinion and viii the receipt

of private letter nding front the IRS substantially to the effect that

certain requirements for tire tax-free treatment of the distribution of

lransto are met and an olunion that the Distribution and the Merger

will he treated as tax-free reorganizations for U.S federal income

tax luirtioses The Merger and the other transactions contemplated

by the Merger Agreement and the Separation Agreement are planned

for completion in 2t 13

Pursuant to the Separation Agreement and subject to the terms

and conditions set hmrth therein Eutergy will engage in series of

irelininary restructuring transactions that result in the transfer to

Transtos subsidiaries of the assets relating to the Transmission

Business the Separation Transto and its subsidiaries will con

summate certain financing transactions the TransCo Financing

otaling approximately $1775 billion pursuant to which TransCos

suhsidiaries will borrow through one-year term funded bridge

facility and ii Transto will issue senior securiries of TransCo to

Entergy the lransto Securities Neither Entergy nor the Utility

operating companies will guarantee or otherwise be liable for the

payment of the TransCo Securities Entergy will issue new delt

or enter into agreements under which certain unrelated creditors

will agree to purchase existing corporate debt of Entergy which

will be exchangeable into the TransCo Securities at closing the

Exchangeable Debt Financing In addition prior to the closing

TransCo may obtain working capital revolving credit facility in

principal amount agreed to by Entergy and ITC such financing

together with the TransCo Financing and the Exchangeable Debt

Financing the Finaneings

Under the terms of the Separation Agreement concurrently

with the TransCo Financing each Utility operating company will

contribute its respective transmission assets to subsidiary that will

become TransCo subsidiary in the Separation in exchange for the

equity interest in that subsidiary and the net proceeds received by that

subsidiary from the one-year funded bridge facility described above

Each Utility operating company will distribute the equity interests in

the subsidiaries holding the transmission assets to Entergy which

will then contribute such interests to TransCo The Utility operating

companies intend to apply all or portion of the amounts received

by them from the subsidiaries to the prepayment or redemption of

outstanding preferred and debt securities with the goal following

completion of the Separation of malntaining their capitalization

balanced between equity and debt generally consistent with the balance

of their capitaJization prior to the Separation Although the aggregate

amount and particular series of preferred and debt securities of each

Utility operating company to be redeemed as well as the redemption

dates are uncertain at this time and are expected to remaln subject

to change each Utility operating company currently anticipates that

all of its outstanding preferred securities if any will be redeemed or

otherwise retired prior to the Separation and that debt securities in

the following approximate aggregate amounts will be redeemed prior

to or following the Separation $51 billion for Entergy Arkansas

$.27 billion for Entergy Gulf States Louisiana $38 billion for Entergy

Louisiana $29 billion for Entergy Mississippi $01 billion for Entergy

New Orleans and $30 billion for Entergy Texas Entergy and the

Utility operating companies may subject to certain conditions modify

or supplement the mariner in which the Separation is consummated

As of December 31 2011 net transnæssion plant in service which

does not include transmission-related construction work in progress

or general or intangible plant for the Utility operating companies was

$94 billion for Entergy Arkansas $50 billion for Entergy Gulf States

Louisiana $71 billion for Entergy Louisiana $51 billion for Entergy

Mississippi $02 billion for Entergy New Orleans and $62 billion for

Entergy Texas Consummation of the Separation is subject to the

satisfaction of the conditions applicable to Entergy and ITC contained

in the Separation Agreement and the Merger Agreement including

that the sum of the principal amount of TransCo Securities issued to

Entergy and the principal amount of the bridge facility entered into by

TransCos subsidiaries is at least 1.775 billion

ENTERGY WHOLESALE COMMODITIES
AUTHORIZATIONS TO OPERATE ITS NUCLEAR
POWER PLANTS
The NRC operating license for Palisades expires in 2031 arid for

FitzPatrick expires in 2034 The NRC operating license for Vermont

Yankee was to expire in March 2012 In March 2011 the NRC renewed

Vermont Yankees operating license for an additional 20 years as

result of which the license now expires in 2032 For additional

discussion regarding the continued operation of the Vermont

Yankee plant see Inipalnnent of Long-Lived Assets in Note to the

financial statements

The NRC operating license for Pilgrim expires in June2012 for Indian

Point expires in September 2013 and for Indian Point expires in
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December 2015 and NRC license renewal applications are in process

for these plants Under federal law nuclear power plants may continue

to operate beyond their license expiration dates while their renewal

applications are pending NRC approval Various parties have expressed

opposition to renewal of the licenses With respect to the Pilgrim

license renewal the Atomic Safety and Licensing Board ASLB of the

NRC after issuing an order denying new hearing request terminated

its proceeding on Pilgrims license renewal application With the ASLB

process concluded the proceeding including appeals of certain ASLB

decisions is now before the NRC

In April 2007 Entergy submitted an application to the NRC to renew

the operating licenses for Indian Point and for art additional 20 years

The ASLB has admitted 21 contentions raised by the State of New York

or other parties which were combined into 16 discrete issues Two

of the issues have been resolved leaving 14 issues that are currently

subject to ASLB hearings In July 2011 the ASLB granted the State of

New Yorks motion for summary disposition of an admitted contention

challenging the adequacy of section of Indian Points environmental

analysis as incorporated in the FSEIS discussed below That section

provided cost estimates for Severe Accident Mitigation Alternatives

SAMAs which are hardware and procedural changes that could be

implemented to mitigate estimated impacts of off-site radiological

releases iii case of hypothesized severe accident In addition to

finding that fhe SAMA cost analysis was insufficient the ASLB directed

the NRC staff to explain why cost-beneficial SAMAs should not be

required to be implemented Entergy appealed the ASLBs decision to

the NRC and the NRC staff supported Entergys appeal while the State

of New York opposed it In December 2011 the NRC denied Entergys

appeal as premature stating that the appeal could be renewed at the

conclusion of the ASLB proceedings

In November 2011 the ASLB issued an order establishing deadlines

for the subnussion of several rounds of testimony on most of the

contentions pending before the ASLB and for the filing of motions to

limit or exclude testimony Initial hearings before the ASLB on the

contentions for which testimony is submitted are expected to begin

by the end of 2012 Filing deadlines for testimony on certain admitted

contentions remain to be set by rhe ASLB

The NRC staff currently is also performing its technical and

environmental reviews of the application The NRC staff issued Final

Safety Evaluation Report FSER in August 2009 supplement to the

FSER in August 2011 and Final Supplemental Environmental Impact

Statement FSEIS in December 2010 The NRC staff has stated its

intent to file supplemental FSEIS in May 2012 The New York State

Department of Environmental Conservation has taken the position that

Indian Point must obtain new state-issued Clean Water Act Section

401 water quality certification as part of the license renewal process Jo

addition the consistency of Indian Points operations with New York

States coastal management policies must be resolved as required by

the Coastal Zone Management Act Entergy Wholesale Commodities

efforts to obtain these certifications and determinations continue

in 2012

The hearing process is an integral component of the NRCs

regulatory framework and evidentiary hearings on license renewal

applications are not uncommon Entergy intends to participate fully

in the hearing process as pernutted by the NRCs hearing rules As

noted in Eotergys responses to the various intervenor filings Entergy

believes the contentions proposed by the intervenors are unsupported

and without merit Eutergy will continue to work with the NRC staff

as it completes its technical and environmental reviews of the license

renewal application

LIQUIDITY AND CAPITAL RESOURCES
This section discusses Entergys capital structure capital spending

plans and other uses of capital sources of capital and the cash flow

activity presented in the cash flow statement

Capital Structure

Entergys capitalization is balanced between equity and debt as

shown in the following table

Debt to capital

Effect of excluding seeurtttzation bonds

Debt to capital excludtng securttization bonds

Effect of subtracting cash

Net debt to net capital

excluding securitization bonds

Calccciaiorc err nc/es ice Arkansas Lan cs cca ccci Texas scene czacan

bccccds oh/rh ace non-ceeacc cse Enecgy Arkansas Eccecycj LHc cscacca

ccci Etc ergy Teens respeeli rely

Net debt consists of debt less cash and cash equivalents Debt

consists of notes payable capital lease obligations and long-term

debt including the currently maturing portion Capital consists of

debt common shareholders equity and subsidiaries preferred stock

without sinking fund Net capital consists of capital less cash and cash

equivalents Entergy uses the net debt to net capital ratio and the ratios

excluding seeuritization bonds in analyzing its financial condition and

believes they provide useful information to its investors and creditors

in evaluating Entergys financial condition

Long-term debt including the currently maturing portion niakes

up substantially all of Entergys total debt outstanding Following

are Entergys long-term debt principal maturities and estimated

interest payments as of December 31 2011 To estimate future

interest payments for variable rate debt Entergy used the rate

as of December 31 2011 The amounts tielow include payments

on the Entergy Louisiana and System Energy sale-leasebaek

transacfions which are included in long-term debt on the balance

sheet in millions

Long-Term Debt Maturities 20 IS

and Estimated Interest Payments 2012 2013 2014 2016

Utility 721 $1197 614 1.524

Eotergy Wholesale Commodities 24 15 16 21

Parent Other 1972 43 43 610

Total $2717 $1255 $673 $2155

Note to the financial statements provides more detail concerning

long-term debt outstanding

Entergy Corporation has in place credit fattlity that has

borrowing capacity of approximately $3.5 billion and expires in

August 2012 which Entergy intends to renew before expiration

Because the facility is now within one year of its expiration date

borrowings outstanding on the facility are classified as currently

maturing long-term debt on the balance sheet Entergy Corporation

also has the ability to issue letters of credit against the total

borrowing capacity of the credit facility The facility fee is currently

0.125% of the commitment amount Facility fees and interest rates

on loans under the credit facility can fluctuate depending on the

senior unsecured debt ratings of Eotergy Corporation The weighted

average interest rate for the year ended December 31 2011 was

0.745% on the drawn portion of the facility

2011

573%

2.3%

55.0/i

1.5%

53-5%

2010

57.3

2.0%

55.3%

3.2%

52 19/c

After

2016

10872

50

535

$11466
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As of December tI 2011 amounts outstanding arid capacity

available tinder the $323 billion credit facility are in nullions

Capacity Borrowings Letters of Credit Capacity Available

83151 $1920 $28 $1503

covenant in Entergy Corporations credit facility requires Entergy

to maintain consolnlated debt ratio of 65% or less of its total

capitalization The calculation of this debt ratio under Entergy

torporations credit facility
is different than the calculation of the

debt to capital ratio above Entergy is currently in compliance with

the covenant If Entergy fails to meet this ratio or if Entergy or one

of the lTtility operating companies except Entergy New Orleans

defaults on other indebtedness or is in bankruptcy or insolvency

proceediigs an acceleration of the Entergy Corporation credit

facilitys maturity date may occur

Capital lease obligations are minimal part of Entergys overall

capital structure and are discussed iii Note 10 to the financial

statenients Following are Entergys payment obligations under

those leases in millions

20 IS-

2012 2013 2014 2016

api at lease /aynlenls $7 $6 $5 $9

Entergy Arkansas Entergy Gulf States Louisiana Entergy

Louisiana Entergy Mississippi and Entergy Texas each had credit

facilities available as of December 31 2011 as follows amounts

in millions

Company

Entergy Arkansas

Eni ergy dilf States

Locasiat August 2012

Eniergy L//Itisiana August 2012

Eniergy Mississippi Ma 2012

Eniergy Mississippi May 2012

Eniergy Mississippi May 2012

Eulergy lexas August 2012

770 if/te//1/t 0/f I//f fr/ifJi/ usI ef/iigf i/f If/es /1/ Ic /5 of Dccf/// b// 31

201 f//f//I/c/I ff/ ti//It ff0/ft/I he /1//f/i/f/f to 0/Atsla ////i//// ho//If //iOf/S

I//f fin/i tip

I/ft 7i// f/f/hI fe/ri/it/I /nf/f/i/f.s K/ft//s//f 4//1//sas to 1//f/i//If/i/f f/rift /f/tio

0/ lieS or tess f/f i/s blot cf/pilot iZ/l/0/// Ro//o//i//qs ////dc/ ti/f En tuojy

A/h/I//s/cs /1//ft 9/f flit/f f/f//if
hf see/I/Id if

/J
ft sc/u/ely i/II//cst i/f its

f/f/f f//f ts f//// f/h/f

77/c Cf//lit fur/lit/I 0/Offs 5/f I//if C/U/Stat/s Lou isitoa to /55//C t/tte/s f/f

f/fdf 1/0/f/i//si I//f if/f//f/f/f /9 of/f/cit 1/
of ti/c facility .4 f/f f/feci//t/// 12

20/1 f/f If/I//s of//edit //crf o//tsta//di//y 77/c //sdit foci/it/i fey/n/cs

K/f tf///f li/f/f It//Ifs 10/f /5/f//f/I If I//fl i//tf/i// ff eff//solifla Ic/i debt If/ti/f qf

i/If Or less
ff/

U.s to/f/i f/f/f iot/Zf10f///

f/f Vhf f///Ot fe//i/it/f f//If is K//If/i/il Lo//isif///f/ to is//f i/tIc/I of f/ffOI

f/f/U i//st I//f I/ff//s/ //i//f/ rf//f//fit/j of tI//fi/itit/f As of Dce///fi/e/ 1/ 2011

f//f /ftle/s f/f f/f/Id f/f /ff/tstf/ //di/ 77/c n/edit fieilily req/ores Eotceqy

lff/usif///ff I/f /////i//tf/i/f ff fff//sfftif/flIf/I f/c/f /1/tiff f/f teSS/f 0/ tcss f/f its 1/f
i/li

/f///i If/Ito//li/f

If tIff//cf/ri/f f/s /f /ff/// ti/f ft/f t//f/i/ I7i55i55i////i f/Of/it fi//ifili/s ///f//f i/f 5/e/l/5//

I//f // 5/f/f it/f i// t//sst /f its f/ref//I//Is //fei/f//i/t/ K//Ic/pp Missiffsi//J/i

is /ff/// i/f/I I/f ///f/ i/f/fl ff // if/f/f/f/hf if/I/U f/I/ft f/tiff ff1 iP% 0/ tess of Us

t/f I//i /////it//IiZ//tif//f

If 77e //r/Ot i//ililif f/Il/f/fs K/ft//f//f 73/0/s 1ff i55/ff t/tle/s fff credit //f/a i//St

ti// lff///ff/fi//lf f//f/fl//t9 ti//f/ni il/f As of Jfe/e/he/ 1/ 20/1 ///f tfItf/5

ff1 f//f/il ////f f//f 151/I ///0/fff 77n f//fi/t fi/eitit /ff/// /5s K//Ice/f/f 73/as 1ff

f//f/ i/f tf/ /f /f
c/f//s//f i/If//f/I /I/lf f/It if fff 65Sf 0/ lois f/f its if/fat fa//itf/I/Z/It/O/f

Pu /sf/// /f tf/ i//f t////f ff/
ti/f /1/I it fOf/f////f// seef /i I/Of/ho/f ho//f/s If

//fI/f fl/fl If/f//f //eht fl//fl f//I/it//f of/tiff/f i/f ///teutf/Ii//q U/f //cht ///tif/

OPERATING LEASE OBLIGATIONS AND GUARANTEES

OF UNCONSOLIDATED OBLIGATIONS

Entergy has minimal amount of operating lease obligations and

guarantees in support tif unconsolidated obligations Entergys

guarantees in support of unconsolidated obligations are not likely

to have material effect on Entergys financial condition results

of operations or cash flows Following are Entergys payment

obligations as of December 31 2011 on non-cancelable operating

leases with term over one year in millions

2015-

2012 2013 2014 2016

Operating lease payments $85 $78 $7t/ $100

The operating leases are discussed in Note 10 to the fmancial statenients

SUMMARY OF CONTRACTUAL OBLIGATIONS OF

CONSOLIDATED ENTITIES IN MILLIONS

2013- 2015- After

cfltrctual çjstq_ 2012 204 2016 2016

Long-term detjt $2717 $1928 $2155 $tt466

Capital lease payments 11 ft 38

Operating leases 85 157 tOll 160

Purchase nbligations $1803 $2604 $1654 5109

I//ftudes esfi///fi h/f/i i//tcecst f/a/p//cf/Is L0//q-t///// //fht is f//se/f ssc/i i/f

vohe t/ t//ffiff/ /f
fiat slatc///cnls

f2 5/usc 0h0
/fl

i/o//S f//I disc//sri/U i// NOtf 10 tf/ ti/ff i//f/I//i//I stf/Ic///e//Is

Il P//eehase obh/qf/Iif///s ic/f
//fS///t ti/f

/1/ i// il//lI /// O//
/1//f/sf //hliqf/t if//f f//

eu//celia tio// f//fl/p/f or co//i/s/ct//al obh/fJf/tif///s I/f /1/f /5//f/5f
/fffff

f/s f/i

se/stiffs At//lost /1 it fff If/f I//If/I /l/ff i/fi ft//fl p//ic//as/fl //////f/ /fhtif///Iiff//s

In addition tn the contractual obligations Entergy currently expects

to contribute approximately $162.0 million to its pension plans and

approximately $80.4 million to other postretirement plans iii 2012

$511
although the required pension contributions will not be known with

more certainty until the January 2012 valuations are completed

by April 2012 Entergys preliminary estimates of 2012 funding

requirements indicate that the contributions will not exceed historical

levels of pension contnbut ions

Also in addition to the contractual obligations Entergy has

$812 million of unrecognized tax benefits and interest net of

unused tax attributes for which the tinting of payments beyond

12 months cannot be reasonably estimated due to uncertainties

in the timing of effective settlement of tax positions See Note

to the financial statements for additional infornialion regarding

unrecognized tax benefits

CAPITAL FUNDS AGREEMENT

Pursuant to an agreement with certain creditors Entergy Corporation

has agreed to supply System Energy with sufficient capital to

maintain System Energys equity capital at minimum of 35A/ of

its total capitalization excluding short-term debt

permit the continued commercial operation of Grand Gulf

pay in full all System Energy indebtedness for borrowed money

when due and

enable System Energy to make payments on specific System

Energy debt under supplements to the agreement assigning

System Energys rights in the agreement as security for the

specific debt

Capital Expenditure PlanS and Other USeS of Capital

Following are the amounts of Entergys planned construction and

other capital investments by operating segment for 2012 throtigh

2014 in millions

After

2016

$1 ti6

After

2016

$38

Expiration

Date

Sp/it 2012

Total

$ttt26ti

65

508

$lt 2/it

Amount of Interest

Facility
tat

78 i.25%

Amount Drawn

as of

Dec.31201

$100

$20f

35ff

25
10

100

//71%

//67%

205%

205%

205%

//77%
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Planned Construction and Capital Investments 2012 2013 2014

Maintenance Capital

Utility

Capital Con notments

Utility

Generation

Transioissa itt

DisI rihut ion

Other

Total

Ent orgy Vt lit ltsale ontniurlit irs

Total

Total

1laintenance Capital refers to amounts Entergy plans to spend

on routine capital projects that are necessary to support reliability

of its service equipment or systems and to support normal

customer growth

Capital Commitments refers to non-routine capital investments for

which Entergy is either contractually obligated has Board approval or

otherwise expects to make to satisfy regulatory or legal requirements

Amounts reflected in this category include the following

The currently planned construction or purchase of additional

generation supply sources within the Utilitys service territory

through the tilitys portfolio transformation strategy including

three resources identiflerl in the Summer 2009 Request for

Proposal that are discussed below

Entergy Louisianas Waterford steam generators replacement

project which is discussed below

System Energys planned approximate 178 MW uprate of the

Grand Gulf nuclear plant On November 30 2009 the MPSC

issued Certificate of Public Convenience and Necessity for

anplementation of the uprate license amendment application

was subntitted to the NRC in September 2010 After performing

nmore detailed project design engineering analysis and major

materials toirchases System Energys current estimate of the total

capital investment to be made in the course of the implementation

of the Grand Gulf tiprate project is approximately $754 million

including SMEPAs share The estimate includes spending on

certain major equipment refurbishment and replacement that

would has been required over the normal course of the plants

life even if the uprate were not done The purpose of performing

this major equipntent refurbishment and replacement in

connection with the uprate is to avoid additional plant outages anrl

construction costs in the future while improving plant reliability

The invest ntent estimate may be revised in the future as System

Energy evaluates the progress of the project including the costs

requtrett to install instrumentation in the steam dryer in response

to recent guidance from the NRC staff obtained during the review

process for certain Requests for Additional Information RATs
issued by the NRC in December 2011 The NRCs review of the

project is ongoing System Energy is responding to the recent RAIs

and will seek to minimize potential cost effects or delay if any to

the Grand Gulf uprate implementation schedule

Transmission upgrades and spending to support the Utilitys plan

to join the MISO RTO by Derember 2013

Spending ro comply with currenr and anricipated North

American Electric Reliability orporation transmission planning

requirenunts

Entergy Wholesale Commodities investments associated with

specific investments such as dry cask storage nuclear license

renewal component replacenient and identified repairs spending

in response to the Indian Point Safety Evaluation NYPA value

sharing and wedgewire screens at Indian Point

minimal amount of envirountental compliance spending

although Entergy continues to review potential environniental

spending needs and fhiancing alternatives yr auy such spending

and future spending estimates could change based on the results

of this continuing analysis and the implementation of new

environmental laws and regulations

The Utilitys owned generating capacity remains short of custonmer

demand and its supply plan initiative will continue to seek to

transform its generation portfolio with new or repowered generation

resources Opportunities resulting from the supply plan initiative

ineltiding new projects or the exploration of alternative financing

sources could result in increases or decreases in the capital

expemtditure estintates given above Estimatrd capital txpendit ores

are also subject to periodic review and modification and may vary

based on the ongoing effects of business restructuring regulatory

constraints and requirements environmental regulations business

oppori unities market volatility economic trenrls rhanges in project

plans and the ability to access capital

SUMMER 2009 LONG-TERM REQUEST FOR PROPOSAL

The 2012-2014 capital expenditure estimate includes the construction

or purchase of three resources identified in the Sununer 2009 Long-

Term Request for Proposal self-build option at Entergy Louisianas

Ninenule site and agreements by two of the Utility operating

companies to acquire the 620 MW Hot Spring Energy Facility and 9w

450 MW hinds Energy Facility

.\neu itO oiiit flit Sri/-Build Projel

In June 2011 Entergy Louisiana filed with the LPSC an application

seeking certification that the public necessity and convenience

would be served by Entergy Louisianas construction of

combined-cycle gas turbine generating facility Ninemile at

its existing Ninemile Point elertric generating station Ninemile

will be nominally-sized 550 MW unit that is estintated to cost

approximately $721 million to construct excluding interconnection

and transmission upgrades Entergy Gulf States Louisiana joined in

the application seeking certification of its purchase under life-ot1

unit power purchase agreement of up to 35% of the capacity attd

energy generated by Ninemile The Ninemile capacity and energy

is proposed to he allocated 55% to Entergy Louisiana 25o to Entergy

Gulf States Louisiana and 2O0o to Entergy New Orleans In February

2012 the City Council passed resolution authorizing Entergy New

Orleans to purchase 20% of the Ninemile energy and capacity if

approvals are obtained from the LPSC and other permitting agencies

Ninemile construction is expected to begin in 2012 and the unit is

expected to commence commercial operation by mid-2015 The ALT

has established schedule for the LPSC proceeding that includes

February 27 March 2012 hearing dates

Hot Spnnq Energy Foci/iD Puelwse Agreement

in April 2011 Entergy Arkansas announced that it signed an asset

purchase agreement to acquire the hot Spring Energy Facility

620 MW natural gas-fired combined-cycle turbine plant located in

Hot Spring County Arkansas from subsidiary of Kt1en Power

Corporation The purchase price is expected to he approximately

$253 million Entergy Arkansas also expects to invest in various

plant upgrades at the facility after closing and expects the

total cost of the acquisition including plant upgratles transaction

Generation

lransiiassi ri

Pisi rihution

Other

total

Entergy Wholesale Commodities

total

128 129

282 273

433 485

91 89

934 976

tttt l2tt

1024 11196

131

255

496

193

985

197

ltttt2

358

264

11

15

ti68

291

959

82.051

1128

170

17

45

1660

259

1919

82.943

58/I

128

11

47

769

241

1010

$2106
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costs and contingencies to he approximately $277 million new

transmission service request has been submitted to the ICT to

determine if investments for supplemental upgrades in the Entergy

transnussion system are needed to make energy from the Hot Spring

Energy Facility deliverable to Entergy Arkansas for the period after

Entergy Arkansas exits the System Agreement The initial results

of the service request were received in January 2012 and indicate

that available transfer capability does not exist with existing

transmission facilities and that upgrades are required The studies do

riot provide final and definitive indication of what those upgrades

would he Entergy Arkansas has submitted transmission service

requests br facilities studies which when performed by the ICT

will provide more detailed estimates of the transmission upgrades

and the associated costs required to obtain network service for the

Hot Spring plant Accordingly there are still uncertainties that must

he resolved The purchase is contingent upon among other things

obtaining necessary approvals including full cost recovery from

various federal and state regulatory and permitting agencies These

include regulatory approvals from the APSC and the FERC as well

as clearance uniter the tlart-Scott-Rodino anti-trust law In February

2012 the FERC issued an order approving the acquisition Closing is

expected to occur in mid-2012

In July 2011 Entergy Arkansas filed its application with the APSC

requesting approval of the acquisition and full cost recovery In

January 2012 Entergy Arkansas the APSC General StafL and the

Arkansas Attorney General ified Motion to Suspend the Procedural

Schedule and Joint Stipulation and Settlement for consideration

tiy the APSt Under the settlement the parties agreed that the

acquisition costs niay he recovered through capacity acquisition

rider and agreed that the level of the return on equity reflected in

the rider would be submitted to the APSC for resolution Because

the transnussion upgraite costs remain uncertain the parties

requested that the APS suspend the procedural schedule and cancel

the heaxing scheduled for January 24 2012 pending resolution of

the transmission costs lhe APSC issued an order accepting the

settlement as part of the record and directing Entergy Arkansas to file

the transnussion studies when available and directing the parties to

propose procedural schedule to address the results of those studies

iho i/s LfluIf// 10 ifi Pu ic/jose A.qreenieii

In April 2011 Entergv Mississippi announced that it has signed an

asset purchrse agreement to acquire the Hinds Energy Facihty 450

MW natural gas-tired ionibmed-cycle turbine plant located in Jackson

Mississippi froni subsidiary of KGen Power Corporation The

purchase price i.s expected to he approximately $206 million Entergy

Mississippi also exiects to invest in various plant upgrades at the

facility after closing and expects the total cost of the acquisition to be

qproxinuitcty $246 million new transmission service request has

been submitted to determine if investments for supplemental upgrades

in the Entergy transmission system are needed to make the Hinds Energy

Facility deliverahte to Entergy Mississippi for the period after Entergy

Mississippi exits the System Agreement Facilities studies are ongoing

to determine transmission upgrades costs associated with the plant

with results expected by early March 2012 The purchase is contingent

upon anmng other tiungs ohtaining necessary approvals including full

cost recovery from various federal and state regulatory and permitting

agencies These include regulatory approvals from the MPSC and the

FERt as well as clearance under the Iiart-Scott-Rodino anti-trust law

In February 2012 the FERt issued an order approving the acquisition

ttosingis expected to occur in niid-2012 In July2011 Entergy Mississippi

tiled with the MPSt requesting approval of the acquisition and full cost

recovery hearing on the request for certificate of pubhc convenience

and necessity is scheduled for February 28 2012 hearing on Entergy

Mississippis pniposed cost recovery has not been scheduled

WATEREORD STEAM GENERATOR

REPLACEMENT PROJECT

Entergy Louisiana planned to replace the Waterford steani

generators along with the reactor vessel closure head and control

element drive mechanisms in the spring 2011 Replacement of these

components is common to pressurized water reactors throughout

the nuclear industry In December 2010 Entergy Louisiana advised

the LPSC that the replacement generators would not be completed

and delivered by the manufacturer in time to install them during

the spring 2011 refueling outage During the final steps in the

manufacturing process the manufacturer discovered separation

of stainless steel cladding from the carbon steel base metal in the

channel head of both replacement steam generators RSGs in areas

beneath and adjacent to the divider plate As result of this damage

the manufacturer was unable to meet the contractual delivery

deadlines and the RSGs were not installed in the spring 2011

Entergy Louisiana worked with the manufacturer to fully develop

and evaluate repair options and expects the replacement stean

generators to be delivered in time for the Fall 2012 refueling outage

Extensive inspections of the existing steani generators at Waterford

in cooperation with the manufacturer were completed in April

2011 The review of data obtained during these inspections supports

the conclusion that Waterford can operate safely for another full

cycle before the replacement of the existing steam generators

Entergy Louisiana has formally reported its findings to the NRC At

this time requirement to perform mid-cycle outage for further

inspections in order to allow the plant to continue operation until

its Fall 2012 refueling outage is not anticipated Entergy Louisiana

currently expects the cost of the project including carrying costs

to be approximately $687 million assuming the replacement occurs

during the Fall 2012 refueling outage

In June 2008 Entergy Louisiana filed with the LPSC for approval

of the replacement project including full cost recovery Following

discovery and the ffling of testimony by the LPSC staff and mi

intervenor the parties entered into stipulated settlement of the

proceeding The LPSC unanimously approved the settlement in

November 2008 The settlement resolved the following issues

the accelerated degradation of the steani generators is not the

result of any imprudence on the part of Entergy Louisiana the

decision to undertake the replacement project at the then-estimated

cost of $511 million is in the public interest is prudent and would

serve the public convenience and necessity the scope of the

replacement project is in the public interest undertaking the

replacement project at the target installation date during the 2011

refueling outage is in the public interest and the jurisdictional

costs determined to be prudent in future prudence review are

eligible for cost recovery either in an extension or renewal of the

formula rate plan or in full base rate case including necessary pro

forma adjustments Upon completion of the replacement project the

LPSC will undertake prudence review with regard to the following

aspects of the replacement project project management cost

controls success in achieving stated objectives the costs of

the replacement project and the outage length and replacement

power costs

In Noveiuber 2011 the LPSC approved one-year extension of

Entergy Louisianas current formula rate plan The next formula rate

plan ffling for the 2011 test year will be made in May 2012 and will

include separate identification of any operatinig and maintenance

expense savings that are expected to occur once the Waterford

steam generator replacement project is complete Pursuant to the

LPSC decision from September 2012 through December 2012 earmungs

above an 11.05% return on common equity based on the 2111 test

year would be accrued and used to offset the Waterford replacement

steam generator revenue requirement for the first twelve months that
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the unit is in rates If the project is not in service by January 2013

earnings above 10.25% return on common equity based on the

2011 test year for the period January 2013 through the date that

the project is placed in service will be accrued and used to offset

the incremental revenue requirement for the first twelve months

that the unit is in rates Upon the in-service date of the replacement

steam genenitors rates will increase subject to refund following any

prudence review by the full revenue requirement associated with the

replacement steam generators less the previously accrued excess

earnings from September 2012 until the in-service date and ii any

eanuitgs above 10.25% return on common equity based on the 2011

test year for the period following the in-service date provided that the

excess earnings accrued prior to the in-service date shall only offset the

revenue requirement for the first year of operation of the replacement

steani generators These rates are anticipated to remain in effect until

Entergy Louisianas next full rate case is resolved Entergy Louisiana

cunently anticipates filing full rate case by January 2013

DIVIDENDS AND STOCK REPURCHASES

Declarations of dividends on Eutergys common stock are made at

the discretion of the Board Among other things the Board evaluates

the level of Entergys common stock dividends based upon Entergys

earnings tiriaricial strength and future investment opportunities At

its January 2012 meeting the Board declared dividend of $0.83 per

share which is the same quarterly dividend per share that Entergy

has paid since the second quarter 2010 The prior quarterly dividend

per share was $0.75 Entergy paid $590 millionth 2011 $604 million in

2010 and $577 million in 2009 in cash dividends on its common stock

In accordance with Entergys stock-based compensation plan

Entergy periodically grants stock options to key employees which

may be exercised to obtain shares of Entergys common stock

According to the plan these shares can be newly issued shares

treasury stock or shares purchased on the open market Entergys

management has been authorized by the Board to repurchase on the

open market shares up to an amount sufficient to fund the exercise

of grants under the plan

In addition to the authority to fund grant exercises in January 2007

the Board approved program under which Entergy was authorized

to repurchase up to $1.5 billion of its common stock In January 2008

the Board authorized an incremental $500 million share repurchase

program to enable Entergy to consider opportunistic purchases in

response to equity niarket conditions Entergy completed both the

$1.5 billion and $500 million programs in the third quarter 2009 In

October 2009 the Board granted authority for an additional $750

million share repurchase program which was completed in the fourth

quarter 2010 In October 2010 the Board granted authority for an

additional $500 million share repurchase program As of December

31 2011 $350 million of authority remains under the $500 million

share repurchase program The amount of repurchases may vary as

result of material changes in business results or capital spending or

new investment opportunities or if limitations in the credit markets

conrinue for prolonged period

Sources of Capital

Entergys sources to nieet its capital requirements and to fund potential

investments include

internally generated funds

cash on hand $694 million as of December 31 2011

securities issuances

bank financing under new or existing facilities and

sales of assets

Circumstances such as weather patterns fuel and purchased

power price fluctuations and unanticipated expenses including

unscheduled plant outages and storms could affect the timing arid

level of internally generated funds in the future

Provisions within the Articles of Incorporation or pertinent

indentures and various other agreements relating to the long-

term debt and preferred stock of certain of Entergy Corporations

subsidiaries could restrict the payment of cash dividends or other

distributions on their common and preferred stock As of December

31 2011 under provisions in their mortgage indentures Entergy

Arkansas and Entergy Mississippi had restricted retained earnings

unavailable for distribution to Entergy Corporation of $394.9 nullion

and $68.5 million respectively All debt and common and preferred

equity issuances by the Registrant Subsidiaries require prior

regulatory approval and their preferred equity and debt issuances

are also subject to issuance tests set forth in corporate charters

bond indentures and other agreements Entergy believes that the

Registrant Subsidiaries have sufficient capacity under these tests to

meet foreseeable capital needs

The FERC has jurisdiction over securities issuances by the Utility

operating companies and System Energy except securities with

maturities longer than one year issued by Entergy Arkansas arid

Entergy New Orleans which are subject to the jurisdiction of the

APSC and the City Council respectively No regulatory approvals

are necessary for Entergy Corporation to issue securities The

current FERC-authorized short-term borrowing limits are effective

through October 31 2013 Entergy Gulf States Louisiana Entergy

Louisiana Entergy Mississippi Entergy Texas and System Energy

have obtained long-term financing authorizations from the FERC

that extend through July 2013 Entergy Arkansas has obtained

long-term financing authorization from the APSC that extends

through December 2012 Entergy New Orleans has obtained long-

term financing authorization from the City Council that extends

through July 2012 In addition to borrowings from commercial

banks the FERC short-term borrowing orders authorize the

Registrant Subsidiaries to continue as participants in the Entergy

System money pool The money pool is an intercompany borrowing

arrangement designed to reduce Entergys subsidiaries dependence

on external short-term borrowings Borrowings from the money

pool and external short-term borrowings combined may not exceed

the FERC-authorized limits See Notes and to the financial

statements for further discussion of Entergys borrowing limits

authorizations and amounts outstanrling

In January 2012 Entergy Corporation issued $500 nullion of

4.70% senior notes due January 2017 Entergy Corporation used the

proceeds to repay borrowings under its $3.5 billion credit facility

In January 2012 Entergy Louisiana issued $250 million of 1.875%

Series first mortgage bonds due December 2014 Entergy Louisiana

used the proceeds to repay short-term borrowings under the Entergy

System money pool

HURRICANE GUSTAV AND HURRICANE IKE

In September 2008 Burricane Gustav and Burricane Ike caused

catastrophic damage to portions of Entergys service territories

in Louisiana and Texas and to lesser extent in Arkansas and

Mississippi The storms resulted in widespread power outages

significant damage to distribution transnussion and generation

infrastructure and the loss of sales during the power outages

In September 2009 Entergy Gulf States Louisiana and Entergy

Louisiana and the Louisiana Utilities Restoration Corporation

LURC an instrumentality of the State of Louisiana filed with

the LPSC an application requesting that the LPSC grant financing

orders authorizing the financing of Entergy Gulf States Louisianas

and Entergy Louisianas storm costs storm reserves and issuance
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costs pursuant to Act 55 of the Looisiana Regular Session of 2007

Act 55 flnancings In July 2010 the Louisiana Local Government

Environmental Facilities and Community Developnient Authority

LCDA issued $468.9 million in bonds under Act 55 From

the $462.4 million of bond proceeds loaned by the LCDA to the LURC

the LURC deposited $2011 million in restricted escrow account

as storiu damage reserve for Entergy Louisiana and transferred

$262.4 million directly to Entergy Louisiana In July 2010 the LCDA

issued another $244.1 million in bonds under Act 55 From the

$240.3 million of bond proceeds Joaned by the LCDA to the LURC

the LURC deposited $90 million in restricted escrow account

as storm daruage reserve for Eutergy Gulf States Louisiana and

transferred $150.3 nullion directly to Entergy Gulf States Louisiana

Entergy Entergy Gulf States Louisiana and Entergy Louisiana do

not report the bonds ou their balance sheets because the bonds are

thc obligation of the LCDA and there is no recourse against Entergy

Entergy Gulf States Louisiana or Entergy Louisiana in the event of

bond default See Note to the financial statements for additional

discussion of the Act 55 tinancings

In Novemiber 20tt9 Entergy Texas Restoration Funding LLC

Entergy Texas Restoration Funding company wholly-owned

and consolidated by Entergy Texas issued $545.9 million of senior

secured transition bonds securitization bonds to finance Entergy

Texas 1-lurricane Ike and Flurricane Gustav restoration costs See

Note 210 thc financial statements for discussion of the proceeding

approving the issuance of the securitization bonds and see

NoteS to the financial stat entents for discussion of the terms of the

securitization bonds

In the third quarter 2tttt9 Entergy settled with its insurer on its

Hurricane Ike claim and Entergy Texas received $75.5 million in

proreds Entergy received total of $76.5 million

ENTERGY ARKANSAS JANUARY 2009 IcE STORM

Jn January 2009 severe ice storm caused significant damage to

Entergy Arkansass transmission and distribution lines equipment

p1 and other facilities law was enacted in April 2009 in

Arkansas that authorizes securitization of storm damage restoration

costs In lone 2010 the APSC issued financing order authorizing

the issuance of storm cust recovery hoods including carrying costs

uf $11.5 million and $4.6 million of up-front financing costs In August

2010 Entergy Arkansas Restoration Funding LLC company

wholly-owned and cunsulidated by Entergy Arkansas issued $124.1

umilliou of storni cost recovery bonds See Note to the financial

statements for additional discussion of the issuance of the storm

cost recovery bonds

ENTERGY LOUISIANA SEcURITIZATI0N BONDS

LITTLE GYPSY

In August 2011 the LPSC issued financing order authorizing

the issuance of bonds to recover Eotergy Louisianas investment

recovery costs associated with the cancelled Little Gypsy repowering

prqject lu September 2011 Entergy Louisiana Investment Recovery

Funding L.L.C company wholly-owned and consolidated

by Entergy Louisiana issued $207.2 million of senior secured

investment recovery bonds The bonds have an interest rate of

2.04% and an expected maturity date of June 2021 See Note to the

tinaucial statements for additional discussion of the issuance of the

investment recovery hoods

Cash Flow Activity

As shown in Entergys Statements of Cash Flows cash flows for

the years ended December 31 2011 2010 and 2009 were as follows

in millions

2011 2010 2009

Cash and Cash Equivalents at

Beginning of Period $1295 $1710 $1920

Cash flow provided by used in

Operating activities 3128 3926 2933

Investing activities 3447 2574 2094

Financing activities 282 1767 11148

Effect of exchange rates umm cash

and cash equivalents

Net decrease in cash

and
cash_equivmdeuts 601 415 210

Cash and Cash Equivalents at

End of Period 694 $1295 $1710

OPERATING CASH FLOW ACTIVITY

2011 ompared to 2010

Entergys cash flow provided by operating activities decreased by

$797 million in 2011 coumpared to 2010 primarily due to the receipt

in July 2010 of $703 million from the Louisiana Utilities Restoration

Corporation as result of the Louisiana Act 55 storm cost financings for

Hurricane Gustav and Hurricane Ike The Act 55 storm cost financings

are discussed in Note to the financial statements The decrease iii

Entergy Wholesale Commodities net revenue that is discussed above

also contributed to the decrease in operating cash flow

2010 ompared to 2005

Entergys cash flow provided by operating activities increased $993

million in 2010 compared to 2009 primarily due to the receipt in

Jnly 2010 of $703 million from the Louisiana Utilities Restoration

Corporation as result of the Louisiana Act 55 storm cost financings

as noted in the preceding paragraph In addition the absence of the

Hurricane Gustav Hurricane Ike and Arkansas ice storm restoration

spending that occurred in 2009 also contributed to the increase

These factors were partially offset by an increase of $323 million in

pension contributions at Utility and Entergy Wholesale Commodities

and decrease in net revenue at Entergy Wholesale Commodities

See Critical Accounting Estimates Qualified Pension and Other

Postretirement Benefits below and also Note 11 to the financial

statements for further discussion of pension funding

INVESTING ACTIVITIES

2011 Compared to 2010

Net cash used in investing activities increased $873 million in 2011

compared to 2010 prinmarily due to the following activity

the purchase of the Acadia Power Plant by Entergy Louisiana

for approximately $300 million in April 2011 the purchase of the

Rhode Island State Energy Center for approximately $346 million

by an Entergy Wholesale Commodiries subsidiary in December

2011 and the sale of an Entergy Wholesale Cummodities

subsidiarys ownership interest in the Harrison County Power

Project for proceeds of $219 million in 2010 These transactions

are described in more detail in Note 15 to the financial statements

an increase in nuclear fuel purchases because of variations from

year to year in the timing and pricing of fuel reload requirements

material and services deliveries and the timing of cash payments

during the nuclear fuel cycle and

slight increase in constrnction expenditures including

spending resulting from April 2011 storms that caused damage

to transmission and distribution lines equipnient poles and

other facilities primarily in Arkansas The capital cost of

repairing that damage was approximately $55 million Entergys

construction spending plans for 2012 through 2014 ae discusseti

in Managements Financial Discussion and Analysis Capital

Expenditure Plans and Other Uses of Capital
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These increases were offset by the investment in 2010 of total of

$290 million in Entergy Gulf States Louisianas and Entergy Louisianas

storm reserve escrow accounts as result of their Act 55 storm cost

financings which are discussed in Note to the financial statements

2010 ompored to 2009

Net cash used in investing activities increased $480 million in 2010

compared to 2009 primarily due to the following activity

an increase in net uses of cash for nuclear fuel purchases which

was caused by the coast lidation of the nuclear fuel company

variable interest entities that is discussed in Note 18 to the

financial statements With thc consolidation of the nuclear fuel

company variable interest entities their purchases of nuclear

fuel from Entergy are now eliminated in consolidation whereas

before 2010 they were source of investing cash flows

the investment of total of $290 nullion in Entergy Gulf States

Louisianas and Entergy Louisianas storiu reserve escrow

accounts as result of their Act 55 storm cost fmancings which

are discussed in Note to the financial statements

an increase in construction expenditures primarily in the

Entergy Wholesale Commodities business as decreases for

the Utility resulting from Hurricane Gustav Hurricane Ike and

Arkansas ice storm restoration spending in 2009 were offset by

spending on various projects and

the sale of an Entergy Wholesale Commodities subsidiarys

ownership interest in the Harrison County Power Project for

proceeds of $219 million in 2010 The sale is described in more

detail in Note 15 to the financial statements

FINANCING ACTIVITIES

201 Compared to 2010

Net cash used in financing activities decreased $1485 million in 2011

compared to 2010 primarily because long-term debt activity provided

approximately $554 million of cash in 2011 and used approximately

$307 million of cash in 2010 The most significant long-term debt

activity in 2011 included the issuance of $207 million of securitization

bonds by subsidiary of Entergy Louisiana the issuance of $200

million of first mortgage bonds by Entergy Louisiana and Entergy

Corporation increasing the borrowings outstanding on its 5-year

credit facility by $288 million For the details of Entergys long-term

debt outstanding on December 31 2011 and 2010 see Note to time

financial statements herein In addition to the long-term debt activity

Entergy Corporation repurchased $236 million of its common stock

in 2011 and repurchased $879 million of its common stock in 2010

Entergys stock repurchases are discussed further in the Capital

Expenditure Plans and Other Uses of Capital Dividends and Stock

Repurchases section above

2011 Compared to 2009

Net cash used in financing activities increased $719 million in

2010 compared to 2009 primarily because long-term debt activity

used approximately $307 million of cash in 2010 and provided

approximately $160 million of cash in 2009 The most significant nd

use for long-term debt activity was by Entergy Corporation which

reduced its 5-year credit facility balance by $934 niillion and repaid

total of $275 million of notes and bank term loans while issuing

$1 billion of notes in 2010 For the details of Entergys long-term debt

outstanding see Note to the financial statements herein In addition

Entergy Corporation repurchased $879 million of its common stock

in 2010 and repurchased $613 million of its common stock in 2009

Entergys stock repurchases are discussed further in the Capital

Expenditure Plans and Other Uses of Capital Dividends arid Stock

Repurchases section above

RATE COST-RECOVERY AND
OTHER REGULATION
State and Local Rate Regulation and
Fuel-Cost Recovery
The rates that the Utility operating companies and System Energy

charge for their services significantly infiuencc Entergys financial

position results of operations and liquidity These companies are

regulated and the rates charged to their custoniers are determined

in regulatory proceedings Governmental agencies including the

APSC the City Council the LPSC the MPSC the PUCT and the

FEEC are primarily responsible for approval of the rates charged

to customers Following is summary of the Utility operating

companies authorized returns on common equity and current

retail base rates The LTtility operating companies base rate fuel

and purchased power cost recovery and storm cost recovery

proceedings are discussed in Note to the financial statements

The following chart summarizes the utility operating companies current retail base rates

Authorized

Company Return on Common Equity

Entergy Arkansas 10.2% Current retail base rates implemented in the July 2010 billing cycle

______ ______
pursuant to settlement approved by the APSC

Entergy Gulf States Louisiana 9.9% 11.4% Electric Current retaIl electric base rates implemented based on Entergy

Gulf States Louisianas 2010 test year formula rate plan filing

approved by the LPSC
10.0% 11.0% Gas Current retail gas base rates reflect the rate stabilization plan filing

for the 2010 test year ended September 2010

Entergy Louisiana 9.45% 11.05% Current retail base rates based on Entergy Louisianas 2010 test

year formula rate plan filing approved by the LPSC
Entergy Mississippi 10.54% 12.72% Current retail base rates reflect Entergy Mississippis latest

formula rate plan filing based on the 2010 test year and

stipulation approved by the MPSC
Entergy New Orleans 10.7% 11.5% Electric Current retail base rates reflect Entergy New Orieanss 2010 test

10.25% 11.25% Gas year formula rate plan filing and settlement approved by the

City Council

Eniergy Texas 10.125% Current retail base rates reflect Entergy Texass 2009 base rate case

filing and settlement approved by the PUCT
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Federal Reguladon
INDEPENDENT COORDtNATOR OF TRANSMISSION

In 2000 the FERC issued an order encouraging utilities to voluntarily

place their transmission facilities under the control of independent

RTOs regional transmission organizations Delays in implementing

the FEEC RTO order occnrred due to variety of reasons including

the fact that utility companies other stakeholders and federal and

state regulators have had to work to resolve various issues related

to the establishment of such RTOs In November 2006 the Utihty

operating companies installed the Southwest Power Pool SPP
regional transmission organization as their Independent Coordinator

of Transmission ICT The installation does not transfer control of

Entergys transmission system to the ICT but rather vests with the

ICT responsibility for

granting or denying transmission service on the Utility operating

compames transmission system

administering the IJtility operating companies OASIS node for

purposes of processing and evaluating transmission service

requests and ensuring coiopliance with the Utility operating

companies obligation to post transmission-related information

developing base plan fur the Utility operatiug companies

transmission system that will result in the ICT making the

determination on whether costs of transmission upgrades should

he rolled into the ITtility operating companies transmission rates

or directly assigned to the customer requesting or causing an

upgrade to be constructed This should result in transmission

pricing structure that ensures that the Utility operating

companies retail native load customers are required to pay for

only those upgrades necessary to reliably and economically serve

their needs

serving as the reliability coordinator for the Entergy

transiuission system

overseeing the operation of the weekly procurement

process WPP
evaluating interconnection-related investments already made

on the Entergy System for purposes of determining the future

allocation of the uncredited portion of these investments

ptirsi1ant to detailed methodology The ICT agreement also

clarifies the rights that customers receive when they fund

supplemental upgrade

The FERt in conjunct ion with the APSC the LPSC the MPSC

the PIJC1 and the City Council hosted conference on June 24

2009 to discuss the lCl arrangement and transmission access on

the Entergy traosmissiou system During the conference several

issues were raised by regulators and market participants including

the adequacy of the Utility operating companies capital investment

in the transmissioo system the utility operating companies

compliance with the existing North American Electric Reliability

orporat ion NERC reliability planning standards the availability

of transmission senice across the system and whether the Utility

operating companies could have purchased lower cost power from

moerchant generators located on the transmission system rather than

running their older generating facilities On July 20 2009 the Utility

operating companies tiled cornnients with the FERC responding to

the issues raised during the conference The comments explain that

the Ttility operating companies believe that the ICT arrangement

has fulfilled its objectives the Utility operating companies

transmission planning practices comply with laws and regulations

regarding the planrumig and operatioo of the transmission system

and these planning practices have resulted in system that meets

applicable reliability standards and is sufficiently robust to allow

the Utility operating companies both to substantially increase the

amount of transmission service available to third parties and to

make significant amounts of economic purchases from the wholesale

market for the benefit of the Utility operating companies retail

customers The Utility operating companies also explaln that as with

other transmission systems there are certaln times during which

congestion occurs on the Utility operating companies transmission

system that limits the ability of the Utility operating companies as

well as other parties to fully utilize the generating resources that

have been granted transmission service Additionally the Utility

operating companies commit in their response to exploring and

working on potential reforms or alternatives for the ICT arrangement

that could take effect following the initial term The Utility operating

companies comments also recognize that NERC is in the process of

amending certaln of its transmission reliability planning standards

and that the amended standards if approved by the FERC will result

in more stringent transmission planning criteria being applicable iii

the future The FERC may also make other changes to transmission

reliability standards These changes to the reliability standards

would result in increased capital expenditures by the Utility

operating companies

The Entergy Regional State Committee E-RSC which is compnsed

of representatives from all of the Utility operating companies retail

regulators has been formed to consider several of these issues related

to Entergys transmission system Among other things the E-RSC in

concert with the FERC conducted costlbeneflt analysis comparing

the ICT arrangement to other transmission proposals including

participation in regional transmission organization

In September 2010 as modified in October 2010 the Utility

operating companies filed request for two-year interim extension

with certain modifications of the ICT arrangement which was

scheduled to expire on November 17 2010 In November 2010 the

FERC issued an order accepting the Utility operating companies

proposal to extend the ICT arrangement with SPP by an additional

term of two years providing time for analysis of longer term

structures In addition in December 2010 the FERC issued an order

that granted the E-RSC additional authority over transmission

upgrades and cost allocation

SYSTEM AGREEMENT

The FERC regulates wholesale rates including Entergy Utility

intrasystem energy allocations pursuant to the System Agreement

and interstate transmission of electricity as well as rates for System

Energys sales of capacity and energy from Grand Gulf to Entergy

Arkansas Entergy Louisiana Entergy Mississippi and Entergy New

Orleans pursuant to the Unit Power Sales Agreement The Utility

operating companies historically have engaged in the coordinated

planning construction and operation of generating and bulk

transmission facilities under the terms of the System Agreement

which is rate schedule that has been approved by the FERC

Certain of the Utility operating companies retall regulators and

other parties are pursuing litigation involving the Systemo Agreement

at the FERC The proceedings include challenges to the allocation

of costs as defined by the System Agreement and allegations of

imprudence by the Utility operating companies in their execution

of their obligations under the System Agreement See Note to the

financial statements for discussions of this litigation

Enterqq Arkansas and Entergy Mi.ssissipJi Aotiees of

Termina ion of Sgstem Agreement Participation

Citing its concerns that the benefits of its continued participation

in the current form of the System Agreement have been seriously
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eroded in December 2005 Entergy Arkansas submitted its notice

that it will terminate its participation in the current System

Agreement effective ninety-six 96 months from the date of the

notice or such earlier date as authorized by the FERC
In October 2007 the MPSC issued letter confirming its belief that

Entergy Mississippi should exit the System Agreement in light of the

recent developments involving the System Agreement In November

2007 Entergy Mississippi provided its written notice to terminate

its participat ion in the System Agreement effective ninety-six 96
months from the late of the notice or such earlier date as authorized

by the FERC

On February 2009 Entergy Arkansas and Entergy Mississippi

filed with the FERC their notices of cancellation to terminate

their participation in the Entergy System Agreement effective

December 18 2013 and November 2015 respectively While the

FERC had indicated previously that the nofices should be filed 18

months prior to Entergy Arkansass termination approximately

mid.2012 the filing explains that resolving this issue now rather

than later is important to ensure that informed long-term resource

planning decisions can be made during the years leading up to

Entergy Arkansass withdrawal and that all of the Utility operating

companies are properly positioned to continue to operate reliably

following Entergy Arkansass and eventually Entergy Mississippis

departure from the System Agreement

In November 2009 the FERC accepted the notices of cancellation

and deternuned that Entergy Arkansas and Entergy Mississippi are

peniutted to withdraw from the System Agreement following the 96

month notice period without payment of fee or the requirement to

otherwise compensate the remaining Utility operating companies as

result of withdrawal In February 2011 the FEEC denied the LPSCs

and the City Councils rehearing requests The LPSC has appealed

the FERCs decision to the U.S Court of Appeals for the District of

Columbia and oral argument was held January 13 2012

.4 rI/a osas fur Seriier ow mission System

.4grerment Inrestrqaton

The APSC had previously commenced an investigation in 2004 into

whether Entergy Arkansass continued participation in the System

Agreement is in the best interests of its customers In February

2010 the APSC issued show cause order opening an investigation

regarding the prudence of Entergy Arkansass entering successor

pooling agreement with the other Entergy Utility operating

companies as opposed to becoming standalone entity upon exit

from the System Agreement in December 2013 and whether Entergy

Arkansas as standalone utility should join the SPP ETO The

APSC subsequently added evaluation of Entergy Arkansas joining

the Midwest Independent Transmission System Operator MISO
RTO on standalone basis as an alternative to be considered In

August 2010 the APSC directed Entergy Arkansas and all parties

to compare five strategic options at the same time as follows

Entergy Arkansas Self-Provide Entergy Arkansas with

3rd party coordination agreements Successor Arrangements

Entergy Arkansas as standalone member of SPP ETO and

Entergy Arkansas as standalone member of the MISO ETO

LPS and it1 noon .4ntion Related to the Entergj

Arkansas and Enterqy Mississippi Notices q/ lernsination

In light of the notices of Entergy Arkansas and Entergy Mississippi

to tenranate participation in the current System Agreement in

January 2008 the LPSC unanimously voted to direct the LPSC Staff

to begin evaluating the potential for successor arrangement The

New Orieans City Council opened docket to gather information on

progress towards successor arrangement The LPSC subsequently

passed resolution staring that it cannot evaluate successor

arrangements without having certainty about System Agreement

exit obligations

EN1ERGYS PROPOSAL TO JOIN THE MISO RTO
On April 25 2011 Entergy announced that each of the IJtility

operating companies propose joining the MISO F/TO which is

expected to provide long-term benefits for the customers of each

of the Urility operating companies MISO is regional transmission

organization that operates in 12 I.J.S states Illinois Indiana Iowa

Kentucky Michigan Minnesota Missouri Montana North Dakota

Ohio South Dakota and Wisconsin and also in Canada The Utility

operating companies provided analysis in May 2011 to their retail

regulators supporting this decision The APSC received additional

information from Entergy MISO and other parties and held an

evidenfiary hearing in September 2011 The APSC issued an order

in the proceeding in October 2011 finding that it is prudent far

Entergy Arkansas to join an I/TO but deferred decision on Entergy

Arkansass plan to join the MISO I/TO until Entergy Arkansas files

an application to transfer control of its transmission assets to the

MISO I/TO

Entergys May 2011 filings estimate that the transit ion and

implementation costs of joining the MISO I/TO could be up to $105

million if all of the tJtility operating companies join the MISC RTt
most of which will be spent in late 2012 and 2013 Maintaining the

viability of the alternatives of Entergy Arkansas joining the MISt

I/TO alone or standing alone within an ICT arrangement is expected

to result in an additional cost of approximately $35 million for

total estimated cost of up to $140 million This amount could

increase with extended litigation in various regulatory proceedings

It is expected that costs will be incurred to obtain regulatory

approvals to revise or implement commercial and legal agreements

to integrate transnassion and generation facilities to develop

back-office accounting and settlement systems and to build out

communications infrastructure

In the fourth quarter 2011 Entergy Arkansas Entergy Gulf States

Louisiana Entergy Louisiana Entergy Mississippi and Entergy New

Orleans filed applications with their local regulators concerning

their proposal to join the MISO I/TO and transfer control of each

companys transmission assets to the MISO I/TO Entergy Texas

expects to submit its filing in 2012 The applications to join the MISC

I/TO seek finding that membership in the MISO I/TO is in the publte

interest Becoming member of the MISO I/TO will not affect the

ownership by the Utility operating companies of their generation

and transmission facilities or the responsibility for maintaining those

facilities Once the Utility operating companies are fully integrated as

members however the MISO I/TO will assume control of transmission

planning and congestion management and through its Day market

the commitment and dispatch of generation that is bid into the MISt

I/TOs markets The APSC the LPSC and the MPSC have established

procedural schedules with hearings scheduled in May/June 2012 The

FEEC filings related to integrating the Utility operating companies

into the MISO I/TO are planned for late 2012 or early 2013 The target

implementarion date for joining the MISO I/TO is December 2013

Entergy believes that the decision to join the MISO I/TO should be

evaluated separately from and independent of the decision regarding

the ownership of Entergys transmission syst em and Entergy plans to

pursue the MISO I/TO proposal and the planned spin-off and merger

of the transmission business on parallel regulatory paths In December

2011 however the LPSC AU in the MISO I/TO proceeding ordered

Entergy Gulf States Louisiana and Entergy Louisiana to file testimony

regarding the impact of the proposed spin-off and merger of Entergys

transmission business on the application to join the MISO I/TO
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Entergy Gulf States Louisiana and Entergy Louisiana complied with

tlus order hot also tiled notice of objection and reservation of rights

in response to the order stating that the testiIoony as well as related

discovery and other proeeedmgs are oot relevant to the decision to

join the MISU RTO In the APSC proceeding regarding the MISO RTO

proposal in February 2012 the APSC ordered the parties to consider

to what extent if any the proposed spin-off and merger of Entergys

transmission business might affect Entergy Arkansass membership

in an ETC or otherwise affect the proceeding The next round of

testiniony in the APSI proceeding is scheduled for March 2012

In June 201 MISt filed with the FERC request for transitional

waiver of provisions of its open access transmission energy and

operating reserve markets tariff regarding allocation of transmission

network upgrade costs in order to establish transition for the

integration cif the Utility operating companies Several parties

intervened in the proceeding including Entergy the APSC the

LPSt and the itv tooncil and some of the parties also filed

comments or protests In September 2011 the FERC issued an order

denying on procedural grounds MISOs request further advising

MISC that submitting niodified tariff sheets is the appropriate

method for iniplementing the transition that MISC seeks for the

Jtility operating conipanies Tbe FERC lid not addiess the nierits

of any transition arrangements that may be appropriate to integrate

the Utility operating companies into the MISO RTO MISO worked

with its stakeholders to lnepare the appropriate changes to its tariff

and tiled the proposed tariff changes with the FEEC in November

2111 Numerous entities filed interventions and protests to MISOs

tiling On January 25 2012 the FERC sent letter to MISO requesting

additional intormatioo relating to MISCs proposed tariff changes

NOTICE 10 SERC REI ABILITY CORPORATION REGARDING

RELIABILtTY STANDARDS AND FERC INVESTIGATION

Entergy has notified the SFRC Reliability Corporafion SERC of

potential violations of certain North American Electnc Reliability

Corporation NERC reliability standards including certain Cntical

lofrastruct ore Protect ion Facilities Design Connection and

Maintenance and System Protection and Control standards Entergy

is working with the SERC to provide information concerning these

potential violations In addition FERCs Division of Investigations

is conducting an investigation of certain issues relating to the Utility

operating companies compliance with certain Reliability Standards

related to protective systeni niamtenance facility ratings and modeling

training and commumdcations The Energy Policy Act of 2005 provides

authority to inipose civil pemdties for violations of the Federal Power

Act and FEEt regulations

U.S DEPARTMENt OF JUSTICE INVESTtGATION

In September 2011 Entergy was notified that the IJ.S Department

of Justice bad conimeoced civil investigation of competitive

issues conceriung certain generation procurement dispatch and

transmission system practices and policies of the Utility operating

companies The investigation is ongoing

MARKET AND CREDIT RISK SENSITIVE

INSTRUMENTS
Market risk is the risk of changes in the value of commodity and

financial instruments or in future net income or cash flows in

response to changing market conditions Entergy holds commodity

and financial instruments that are exposed to the following

significant market risks

The commodity price risk associated with the sale of electricity

by the Entergy Wholesale Commodities business

The interest rate and equity price risk associated with Entergys

investments in pension and other postretirement benefit trust

funds See Note 11 to the financial statements for details

regarding Entergys pension and other postretirenient benefit

trust funds

The interest rate and equity price risk associated with Entergys

investments in nuclear plant decommissioning trust funds

particularly in the Eittergy Wholesale Coiumodities business See

Note 17 to the financial statements for details regarding Entergys

decommissioniug trust funds

The interest rate risk associated with changes in mteiest rates

as result of Entergys issuances of debt Entergy manages its

interest rate exposure by monitoring current interest rates and

its debt outstanding in relation to total capitalization See Notes

and to the financial statements for the details of Entergys

debt outstanding

The Utility business has limited exposure to the effects of market

risk because it operates primarily under cost-based rate regulation

To the extent approved by their retail rate regulators the lTtility

operating companies hedge the exposure to natural gas price

volatility of their fuel and gas purchased for iesale costs which are

recovered from customers

Entergys cominodity and financial instrinnents are exposed

to credit risk Credit risk is the risk of loss from nouperformance

by suppliers customers or financial counterparties to contract

or agreement Entergy is also exposed to potential demand on

liquidity due to credit support requirements within its supply or

sales agreements

Commodity Price Risk

POWER GENERATION

As wholesale generator Entergy Wholesale Commodities core

business is selling energy measured in MWb to its customers

Entergy Wholesale Commodities enters into fcirwarcl contracts with

its customers and sells energy in the day ahead or spot markets

In addition to selling the energy produced by its plants Entergy

Wholesale Commodities sells unforced capacity which allows load-

serving entities to nieet specified reserve and related requirements

placed on them by the ISOs in their respective areas Entergy

Wholesale Commodities forward tbced price power contracts consist

of contracts to sell energy only contracts to sell capacity only and

bundled contracts in which it sells both rapacity and energy While the

terminology and payment mechanics vary in these contracts each of

these types of contracts requires Entergy Wholesale Commodities tci

deliver MWb cif energy make capacity available or both The following

is summary as of December 31 2011 of the amount of Entergy

Wholesale Commodities nuclear power plants planned energy output

that is sold forward under physical or financial contracts
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Entergy estimates that $10 per MWh change in the annual

average energy price in the markets in which the Entergy Wholesale

Commodities nuclear husiness sells power based on the respective

year-end market conditions planned generation volumes and hedged

positions wosild have corresponding effect on pre-tax net income of

$48 million in 2012 and woold have had corresponding effect on pre

tax net income of $17 million in 2011

Entergys purchase of the FitzPatrick and Indian Point plants

front NYPA included valne sharing agreements with NYPA In October

2007 NYPA and the subsidiaries that own the FitzPatrick and Indian

Point plants amended artd restated the value sharing agreements to

clarify and amend certain provisions of the original terms Under the

amended value sharing agreements the Entergy subsidiaries agreetl

to make annual payments to NYPA based on the generation output of

the Indian Point and FitzPatrick plants from January 2007 through

December 2014 Entergy subsidiaries will pay NYPA $6.59 per MWh
for power sold from Indian Point up to an annual cap of $48 million

NUCLEAR MATTERS
After the nuclear incident in Japan resulting from the Manh 2011

eanthquake and tsunansi the NRC established task force to

conduct review of processes and regulations relating to nuclear

facilities in the United States The task force issued near tents

90-day report in July 2011 that has ntade recommendations which

are currently being evaluated by the NRC It is anticipated that the

NRC will issue certain orders and requests for information to nucletu

plant licensees by the end of the first quarter 2012 that will begin

to implement the task forces recommendations These orders may

require U.S nuclear operators including Entergy to undertake plant

ntodifications or perform additional analyses that could among
other things result in increased costs and capital requirentertts

associated with operating Entergys nuclear plants

CRITICAL ACCOUNTING ESTIMATES
The preparation of Entergys financial statements in conforniity with

generally accepted accounting principles requires nianagentent to

apply appropriate accounting policies and to make estintates ansI

judgments that can have significant effect on reported financial

position results of operations and cash flows Management has

identtfied the following accounting policies and estimates as critical

because they are based on assumptions and measurements that

involve high degree of itncertainty and the potential for future

changes in these assumptions and measurements could produce

estimates that would have material effect on the presentation of

Entergys financial position results of operations or cash flows

2012 2013 2014 2015 2016
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and $3.91 per MWh for power sold from FitzPatrick up to an annual

cap of $24 nullion The annual payment for each years outptmt is due

by January 15 of the following year Entergy will record the
liability

for payments to NYPA as power is generated and sold by Indian

Point and FitzPatrick In 2011 2010 and 2009 Entergy Wholesale

onimnodities recorded $72 million liability for generation dming

each of those years An amount equal to the liability was reconletl

each year to the plant asset account as contingent purchase pdce

constderation for the plants This amount will be depreciated over the

expected remaining useful life of the plants
$49 $45-S// $49-54 $49 57 $oO-aO Some of the agreements to sell the power produced luy Entergy

2016 Wholesale Commodities power plants contain provisions that

require an Entergy subsidiary to provide collateral to secure its

obligations under the agreements The Entergy subsidiary is required
i8// 16s lhs 16 tss

to provide collateral based upon the difference between the surment

12 41 27 113
market and contracted power prices in the regions where Entergy

4998 4998 4998 4998 4998
Wholesale Commodities sells power The primary fornt of collateral

to satisfy these requirements is an Entergy orporation guaranty

Cash and letters of credit are also acceptable fornis of collateral

At December 31 2011 based on power prices at that tinie Entergy

had liquidity exposure of $133 million under the guaracutees in

place supporting Entergy Wholesale Contntodities transactions $20
2Oa

nullion of guarantees that support letters of credit and $/3 millissmu

of posted cash collateral to the ISOs As of Deceniber 31 2011 tlue

$.s2

liquidity exposure associated with Entergy Wholesale tommodities

assurance requirements would increase by $132 nullion for 81

per MMB1u increase in gas prices in both tlte short-and long-ternst

markets In the event of decrease in Entergy Corporatisuns credit

rating to below investment grade based on power prices as of

December 31 2011 Entergy would have been requiretl to provide

approximately $44 million of additional cash or letters suf credit

under some of the agreements

As of December 31 2011 substantially all of the counterparties

or their guarantors for tOOs of the planned energy output under

contract for Entergy Wholesale Commodities ouclear plants hrough

2016 have public investment grade credit ratings
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Nuclear Decommissioning Costs

Entergy subsidiaries own nuclear generation facilities in both

its Utility and Entergy Wholesale Commodities business units

Regulations require Entergy subsitliaries to decoinnussion the

nuclear power plants after each facility is taken out of service and

money is collected and deposited in trust funds during the facilities

operating lives in order to provide for this obligation Entergy

conducts periodic decommissioning coststudiesto estimate the costs

that will he incurred to decommission the facilities The following

key a.ssumptions hac significant effect on these estimates

COST ESCALATION FACTORS Entergys current

deconunissioning cost studies include an assumption that

deconunissioning costs will escalate over present cost levels by

annual factors ranging tromn approximately 2.5% to 3.5% 50

basis Poumt change in Ibis assumption could change the ultimate

cost of decommissioning facility by as much as an approximate

average of 20% to 25% To the extent that high probability of

license renewal is assumed change in the estiniated inflation or

cast escalation rate has larger effect on the undiscounted cash

tiows because the rate of inflation is factored into the calculation

for longer period oft ime

TIMING In prqjecting decommissioning costs two assumptions

must he made to estimate the timing of plant decommissioning

First the late of the plants retirement must he estimated high

probability that the plaids license will he renewed and operate

for some tine heyoinl the original license term has currently

been assumed for purposes of calculating the decommissioning

liability for number Entergys nuclear units Second an

assumption nust be nede whether decommissioning will begin

mimediat ely upiai plaib retirement or whether the plant will be

held iii SAFSlOR stat its for later decomnussioning as permitted

by applicable regulations SAFSTOR is decommissionmg

facility by placiiig it in safe stable condition that is maintained

iumtil it is subsequently decontaminated and dismantled to levels

that pr nit license teniunation normally within 60 years from

prmuamieid cessation operations While the effect of these

assuinpt ions cannot be determined with precision change of

assumption either the probability of license renewal or use

of SAFSTt 1k period ian possibly change the present value

of these obligations Future revisions to appropriately reflect

changes needed to the estimate of decommissioning costs will

affect net income only to the extent that the estimate of any

reduction in the liability exceeds the amount of the undepreciated

asset retirement cost at the date of the revision for unregulated

port ions id Entergys business Any increases in the liability

recorded due to such changes are capitalized and depreciated

over tte assets reniai nng economic life

SPENT FUEL DISPOSAL- Federal law requires the DOE to

provide for the pernianent storage of spent nuclear fuel and

legislation has been passed by Congress to develop repository

at Yucca Mountain Nevada Ilowever funding for the Yucca

Mountain repository was almost completely eliminated from the

tederal budget for the current and prior years and hearings on

the facilitys NRC ticense have been suspended indefinitely The

lOE has not yet hegim ace pting spent nuclear fuel and is in non

compliance with federal law The DOE continues to delay meeting

its obligation and Entergy is continuing to pursue damages

claims against the for its failure to provide timely spent

fuel storage tTntit federal site is available however nuclear

plant operators must provide for interim spent fuel storage on

the nuclear plant site which an require the construction and

maintenance of dry ask storage sites or other facilities The

costs of ctevelopnig aml maintaining these facilities can have

significant effect as much as an average of 20% to 30% of

estimated decoinnussioning costs Entergys deconimissioning

studies may include cost estimates for spent fuel storage

llowever these estimates could change in the future based on the

timing of the opening of an appropriate facility designated bythie

federal government to receive spent nuclear fuel

TECHNOLOGYAND REGULATION Over the past several years

more practical experience with the actual decommissioning

of facilities has been gained and that experience has been

incorporated into Entergys current decommissioning cost

estimates However given the long duration of decommissiomung

projects additional experience including technological

advancements in decomniissionitig could occur amid affect

current cost estimates If regulations regarding nuclear

decommissioning were to change this could have potentially

significant effect on cost estimates The effect of these potential

changes is riot presently detemminable

INTEREST RATES The estimated decommissioning Osts

that form the basis for the decommissioning liability recorded

on the balance sheet are discounted to present values using

credit-adjusted risk-free rate When the decommissioning cost

estiniate is significantly changed requiring revision to the

decommissioning liability and the change results in an increase

in cash flows that increase is discounted using current credit-

adjusted risk-free rate Under accounting rules if the revision

in estimate results in decrease in estimated cash flows that

decrease is discounted using the previous credit-adjusted risk-

free rate Therefore to the extent that one tmf the factors noted

above chmiges resulting in significant incmease in estimated

cash flows cuiTent interest rates will affect the calctmlation of the

present value of the additional decommissioning liability

In the first quarter 2011 Systeni Energy recorded revision to its

estiniated decomnussioning cost liability for Grand Gulf as result of

revised decommissioning cost study The revised estimate resulted

in $38.9 million reduction in its decommissioning liability along with

corresponding reduction in the related regulatory asset

In the fourth quarter 2011 Entergy Wholesale Commodities recorded

reduction of $34.1 million in its decommissioning cost liability for

plant as result of revised decomniissioning most study obtauied to

comply with state regulatory requirement The revised cost study

resulted in change in the undiscounted cash flows and credit to

decommissiomng expense of $34.1 million $21 million net-of-tax was

recorded reflecting the excess of the reduction in the liability over the

amount of undepreciated assets

Unbilled Revenue

As discussed fri Note to the fuiancial statements Entergy records an

estimate of the revenues earned for ener delivered since the latest

customer billing Each month the esthnated unbihled revenue amounts

are recorded as revenue and receivable and the prior months

estimate is reversed The difference between the estimate of the imhtlled

receivable at the beginning of the period and the end of the period is the

amount of unbilled revenue recognized during the period The estimate

recorded is primarily based upon an estirnat.e of cu.stomer usage dunng

the unbilled period and the billed price to customers in that nionth

Therefore revenue recognized may be affected by the estimated price

and usage at the beginning and end of each pemiod in addition to chintges

in certain components of the calculation

Impairment of Long-Lived Assets and

Trust Fund Investments

Entergy has significant investments in long-lived assets in all of its

segments arid Entergy evaluates these assets agaimist
the market

economics and under the accounting rules for imnpalrment whenever

there are indications that impairments may exist. Thms evaluation

involves significant degree of estimation and uncertainty In the

Utility business portions of River Bend are not included in rate base

which could reduce the revenue that would otherwise be recovered

for the applicable portions of its generation In the Entergy Wholesale

Commodities business Entergys investment.s in merchaimt nuclear
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generation assets are subject to impairment if adverse market

conditions arise if rmit ceases operation or for certain units if

their operating licenses are not renewed Enters investments in

merchant non-nuclear generation assets are subject to impairment if

adverse market conditions arise or if unit ceases operation

In order to determine if Entergy should recognize an impairment

of long-lived asset that is to be held and used accounting standards

require that the sum of the expected undiscounted future cash

flows froni the asset be compared to the assets carrying value

The carrying value of the asset includes any capitalized asset

retirement cost associated with the recording of an additional

decommissioning liability therefore changes in assumptions that

affect the decommissioning Itability can increase or decrease the

carrying value of the asset subject to impairment If the expected

undiseounted future cash flows exceed the carrying value no

impairment is recorded if such cash flows are less than the carrying

value Entergy is required to record an impairment charge to write

the asset down to its fair value If an asset is held for sale an

impairment is required to be recognized if the fair value less costs

to sell of the asset is less than its carrying value

These estimates are based on number of key assumptions

including

FUTURE POWER AND FUEL PRICES Electricity and gas prices

have been very volatile in recent years and this volatility is

expected to continue This volatility necessarily increases the

imprecision inherent in the long-term forecasts of commodity

prices that are key determinant of estimated future cash flows

MARKET VALUE OF GENERATION ASSETS Valuing assets

held for sale requires estimating the current market value of

generation assets While market transactions provide evidence

for this valuation the market for such assets is volatile and the

value of individual assets is impacted by factors unique to

those assets

FUTURE OPERATING COSTS Entergy assumes relatively minor

annual increases in operating costs Technological or regulatory

changes that have signtficant impact on operations could cause

significant change in these assumptions

TIMING Entergy currently assumes for number of its nuclear

units that the plants license will be renewed change in that

assumption could have significant effect on the expected future

cash flows and result in significant effect on operations

For additional discussion regarding the continued operation of

the Vermont Yankee plant see Impairment of Long-Lived Assets in

Note ito the financial statements

Effective January 2009 Entergy adopted an accounting

pronouncement providing guidance regarding recognition and

presentation of other-than-temporary impairments related to

investnients in debt securities The assessment of whether an

investment in debt security has suffered an other-than-temporary

impairment is based on whether Entergy has the intent to sell or

more likely than not wilt be required to sell the debt security before

recovery of its amortized costs Further if Entergy does not expect to

recover the entire amortized cost basis of the debt security an other-

than-temporary-impairment is considered to have occurred and it is

measured by the present value of cash flows expected to be collected

less the amortized cost basis credit loss For debt securities held

as of January 2009 for which an other-than-temporary impairment

had previously been recognized but for which assessment under

the new guidance indicates this impairment is temporary Entergy

recorded an adjustment to its opening balance of retained earnings

of 1.3 million $6.4 million net-of-tax Entergy did not have

any niatenial other than temporary impairments relating to credit

losses on debt securities in 2011 2010 or 2009 The assessment of

whether an investment iii an equity security has suffered an other

than temporary impairment continues to be based on number of

factors including first whether Entergy has the ability and intent to

hold the investment to recover its value the duration and severity

of any losses and then whether it is expected that the investment

will recover its value within reasonable period of time Entergys

trusts are managed by third parties who operate in accordance with

agreements that define investment guidelines and place restrictions

on the purchases and sales of investments As discussed in Note Ito

the tinancial statements unrealized losses that are not considered

temporarily impaired are recorded in earnings for Entergy Wholesale

Commodities Entergy Wholesale Commodities recorded charges

to other income of $0.1 million in 2011 $1 million in 2010 and $86

million in 2009 resulting from the recognition of impairments of

certain securities held in its decommissioning trust funds that are riot

considered temporary Additional impainuents could be recorded in

2012 to the extent that then current market conditions change the

evaluation of recoverability of unrealized losses

Qualified Pension and Other
Postretirement Benefits

Entergy sponsors qualified defined benefit pension plans which

cover substantially all employees Additionally Entergy currently

provides postretirenient health care and life insurance benetits tsr

substantially all employees who reach retirement age and meet

certain eligibility requirements while still working for Entergy

Entergys reported costs of providing these benefits as described

in Note 11 to the financial statements are impacted by numerous

factors including tIme provisions of the plans changing employee

demographics and various actuarial calculations assumptions

and accounting mechanisms Because of the complexity of these

calculations the long-term nature of these obligations and the

importance of the assumptions utilized Entergys estiniate of these

costs is critical accounting estiniate for the Utility and Entergy

Wholesale Commodities segments

ASSUMPTIONS

Key actuarial assuniptions utilized in detennining these costs include

Discount rates used in determining future benefit obligations

Projected healttm care cost trend rates

Expected long-term rate of return on plan assets

Rate of increase in future compensation levels

Retirement rates and

Mortality rates

Entergy reviews the first four assumptions listed above ui an

annual basis and adjusts them as necessary The falling interest

rate environnient and volatility in the financial equity markets have

impacted Entergys funding and reported costs for these benefits

In addition these trends have caused Ermtergy to make nuniber of

adjustnients to its assuniptions

The retirenment and mortality rate assumpt inns are reviewed

every three to five years as part of an actuarial study that couipares

these assuniptions to the actual experience of the pension and

other postretirement plans The 2011 actuarial study reviewed plan

experience from 2007 through 20i0 As result of the 2011 actuarial

study changes were made to reflect the expectation hat participants

have longer life expectancies and different retirement patterns than

previously assumed These changes are reflected in the December

31 2011 financial disclosures arid are significant factor in the

increase in 2012 pension and other postretirenient costs compared

to the 2011 costs

In selecting an assumed discount rate to calculate benefit

obligations Entergy reviews market yields on high-quality corporate

debt and matches these rates with Entergys projected stream of

benefit payments Based on recent market trends the discount rates

used to calculate its qualified pension benefit obligation decreased

from range of 5.6% to 5.7% for its specific pension plans in 2010 to
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range of 5.1% to 5.2% in 20 The discount rate used to calculate

its other postretirentent benefit obligation also decreased from 5.5%

in 2010 to 5.1% in 2011

Entergy reviews actual recent cost trends and projected future

trends in establishing health care cost trend rates Based on this

review Entergys assumed health care cost trend rate assumption

osedm mcasuringthe December31 2011 accumulatedpostretirement

benefit obligation and 2112 postretirenwnt cost was 7.75% for pre-65

retirees and 7.5% for post-65 retirees for 2012 gradually decreasing

each successive year until it reaches 4.75% in 2022 and beyond for

both pre-h5 and post -65 retirees Etttergys health care cost trend rate

assumption osed in measuring the December 31 2010 accumulated

postretirement benetit obligation and 2011 postretirenient cost

was 8.5% tor pre-65 retirees and 8.0% for post-65 retirees for 2011

gradually decreasing each successive year until it reaches 4.75%

annual increase in health care costs in 2019 for pre-65 retirees and

l.75% io 2018 and beyond for post-65 retirees

The assumed rate of increase in future compensation levels used

to calculate 2t 11 and 2011 benefit obligations was 4.23%

In determining its expected long-term mate of return on plan

assets used in the calculation of benefit plan costs Entergy reviews

past perforniance current and expected future asset allocations

and capital market assnmptions of its investncent consultant and

investment managers

Since 2003 Entergy has targeted an asset allocation for its quafifled

pension plan assets of roughly 65% equity securities and 35% fixed

income secnrities Entergy completed and adopted an optimization

study in 2111 for the pension assets which recommended that the

target asset allccation adjust dynamically over time based on the

fumled status of the plan from its current to its ultimate allocation

of 45% equity 55% lixecl income The ultimate asset allocation is

expected to he attained when the plan is 105% funded

The ci irrent target allocations for Entergys non-taxable

postretirenment beneth assets are 55% equity securities and 45%

fixed-income secuni ies and for its taxable other postretirement

benefit assets 35% equity securities and 65% fixed-income securities

Eniergy also completed and adopted an optinuzatmon study in

2011 for the postretireineiit benefit trust assets that recommends

both the taxable and the non-taxable assets move to 65% equity

securities and 15% tixed-income securities Enlergy plans to adjust

the postretirenient asset allocation during 2t 12

Entergys expected long term rate of return on qualified pension

assets used to calculate 2011 201t and 2009 qualified pension costs

was 85i mid will be 8.5% for 2012 Entergys expected long term

rate of return on mmn-taxahle other postretirement assets used to

calculate other postretirement costs was 7.75% for 2111 and 2010

8.5% lor 2009 and will be 8.5% for 2012 For Entergys taxable

postretirenient assets the expected long term rate of return was

5.5% for 2111 antI 2010 6% for 2009 and will be 6.5% in 2012

Impact on 2011

Change in Qualified

Assumption Pension Cost

tncrease/ Decrease

0.25% $17145

0.25% 8863

11.25% 7503

The following chart reflects the sensitivity of postretirement benefit

cost and accutnttlated postretirement benefit obligation to changes in

certain actuarial assumptions dollars in thousands

Impact 002011

Change in Postretirement

Actuarial Assumption Assumption Benefit Cost

Increase/fIecrease

Health care cost trend t.25% $8900

Dtscount rate 0.25% 6322

Each fluctuation above assumes that the other components of the

calculation are held constant

ACCOUNTING MECHANISMS

Accounting standards require an employer to recognize in its

balance sheet the funded status of its benefit plans Refer to Note

11 to the financial statements for further discussion of Entergys

funded status

In accordance with pension accounting standards Entergy utilizes

number of accounting mechanisms that reituce the volatility of

reported pension costs Differences between actuarial assumptions

and actual plan results are deferred and are amortized into expense

only when the accumulated differences exceed 10% of the greater

of the prcjected benefit obligation or the niarket-related value of

plan assets If necessary the excess is amortized over the average

remaining service period of active employees

Entergy calculates the expected return on pension and other

postretirement benefit plan assets by multiplying the long-term

expected rate of return on assets by the market-related value MR\T
of plan assets Entergy determines the MRV of pension plan assets by

calculating value that uses 20-quarter phase-in of the difference

between actual anti expected returns For other postretirement

benefit plan assets Entergy uses fair value when determining MRV

COSTS AND FUNDING
In 2011 Entergys total qualified pension cost was $154 nullion

Entergy anticipates 2012 qualified pension cost to be $264 million

Pension funding was approximately $400 million for 2011 Entergys

contributions to the pension trnst are currently estimated to be

approximately $163 million in 2012 although the requ red pension

contributions will not be known with more certainty until the January

12012 valuations are completed by April 12012 Entergys prelmunary

estimates of 2012 funding requirements indicate that the contributions

will not exceed historical levels of pension contributions

Minimum required funding calculations as determined cinder

Pension Protection Act guidance are performed annually as of

January of each year and are based on measurements of the assets

anti funding liabilities as measured at that date Any excess of the

funding liability over the calculated fair market value of assets results

in funding shortfall which under the Pension Protection Act must

be funded over seven-year rolling period Ttie Pension Protection

Act also imposes certain plan limitations if the funded percentage

which is based on calculated fair market values of asset.s divided

by funding liabilities does not meet certain thresholds For funding

purposes asset gains and losses are smoothed in to the calculated

fair market value of assets and the funding liability is based upon

weighted average 24-month corporate bond rate published by the 17.5

Treasury therefore periodic changes in asset returns and interest

$188246 rates can affect funding shortfalls and future cash contributions

Total post retirement health care and life insurance benefit

costs for Entergy in 2011 were $114.7 nullion including $33

41227 million in savings due to the estimated effect of future Medicare

Part subsidies Entergy expects 2012 postretirentent health

care and life insurance benefit costs to be $138.4 million

This includes projected $31.2 million in savings due to the

estimated effect of future Medicare Part subsirlies Entergy

Impact on

Accumulated

Postretirement

Benefit

Obligation

$52 730

623 tt

COST SENSITIVITY

The following chari retlects the sensitivity of qualified pension cost

and qualified pension projected benefit obligation to changes in

ceriain actuarial assumptions dollars in thousands

Actuarial Assumption

istoua rali

Fiat of retnrm nit ptaic a.sstl

Rate ot immcmease in

coinpeasat ion

Impact on

Qualified

Proiected

Benefit

Obligation
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contributed $76.1 imihon to its postretirement plans in 2011 Entergys

current estimate of contributions to its other postretirement

plans is approximately $80.4 nullion in 2012

FEDERAL HEALTHCARE LEGISLATION

The Patient Protection and Affordable Care Act PPACA became

federal law on March 23 2010 and on March 30 2010 the Health

Care and Education Reconciliat ion Act of 2010 became federal law

and amended certain provisions of the PPACA These new federal

laws change the law governing employer-sponsored group health

plans like Entergys plans and include among other things the

following significant provisions

40% excise tax oii per capita medical benefit costs that exceed

certain thresholds

Change in coverage linuts for dependents and

Elimination of lifetime caps

The total impact of PPACA is not yet determinable because

technical guidance regarding application must still be issued

Additionally ongoing litigation and discussions are in progress

regarding the constitutionality of and the potential repeal of health

care reform although whether that occurs and what parts of health

are reform woold he invalidated or repealed is not yet known

Entergy will continue to monitor these developments to determine

the possible impact on Entergy as result of PPACA Entergy is

participating in the programs currently provided for under PPACA
such as the early retiree reinsurance program which has provided

for some limited reimbursements of certain claims for early retirees

aged 55 to 64 who are not yet eligible for Medicare

One provision of the new law that is effective in 2013 eliminates

the federal income tax deduction for prescnption drug expenses of

Medicare beneficiaries for which the plan sponsor also receives the

retiree drug subsidy under Part Entergy receives subsidy payments

under the Medicare Part plan and therefore in the first quarter 2010

recorded reduction to the deferred tax asset related to the unfunded

other postretirement benefit obligation The offset was recorded in

2Oltl as $16 nullion charge to income tax expense or for the Utility

including each Registrant Subsidiary as regulatoty asset

Other Contingencies

As company with multi-state domestic utility operations and

history of international investments Entergy is subject to

number of federal state and international laws and regulations

and other factors and conditions in the areas in which it operates

which potentially subject it to environmental litigation and other

risks Entergy periodically evaluates its exposure for such risks

and records reserve for those matters which are considered

probable and estimable in accordance with generally accepted

accounting principles

VI TA

Entergy must comply with environmental laws and regulations

applicable to the handling and disposal of hazardous waste LTnder

these various laws and regulations Entergy could incur substantial

costs to restore properties consistent with the various standards

Entergy conducts studies to determine the extent of any required

remediation and has recorded reserves based upon its evaluation of

the likelihood of loss and expected dollar amount for each issue

Additional sites could be identified which require environmental

reniediation for which Entergy could be liable The amounts of

environmental resenes recorded can be significantly affected by the

following external events or conditions

Changes to existing state or federal regulation by governmental

authorities having jurisdiction over air quality water quality

control of toxic substances and hazardous and solid wastes and

other environmental matters

The identification of additional sites or the filing of other

complaints in which Entergy may be asserted to be potentially

responsible party

TIme resolution or progression of existing matters through the

court system or resolution by the EPA

LIT AT ION

Entergy is regularly named as defendant in number of lawsuits

involving employment customers and injuries and damages issues

among other matters Entergy periodically reviews the cases iii

which it has been named as defendant and assesses the likelihood

of loss in each case as probable reasonably estimable or remote

and records reserves for eases which have probable likelihood of

loss and can be estimated Given the environment in which Entergy

operates and the unpredictable nature of niany of the cases in

which Entergy is named as defendant the oltinmate outcome of the

litigation to which Entergy is exposed has the potential to materially

affect the results of operations of Entergy or Registrant Sohsidiaries

UNCERTAIN TAX POSITIONS

Entergys operations including acquisitions and divestitores

require Entergy to evaluate risks such as the potential tax effects

of transaction or warranties made in connection with such

transaction Entergy believes that it has adeqoately assessed aiid

provided for these types of risks where applicable Any provisions

recorded for these types of issues however could be significantly

affected by events such as claims made by third parties mmder

warranties additional transactions contemplated by Entergy or

completion of reviews of the tax treatment of certain transactions or

issues by taxing authorities

NEW ACCOUNTING PRONOUNCEMENTS
The accomiting standard-setting process including projects between

the FASB and the international Accounting Shmclards Board IASB to

converge IJ.S GAAP and international Financial Reporting Standards

is ongoing and the FASB and the IASB are each currently working on

several projeeLs that have not yet resulted hi Imal pronouncements Final

pronommcements that result from these projects could have muateriat

effect on Entergys future net income or financial position or cash tlows

In May 2011 the FASB issued ASh No 2011-1 Fair Value

Measurement Topic 820 Amendments to Achieve tommuon Fair

Value Measurement and Disclosure Requirements in U.S GAAP

and IFRSs which states that the ASU explains how to measure fair

value The ASU states that the amendments in the ASIT result

in common fair value measurement and disclosure reqnirenmeots

in U.S GAAP and International Financial Reporting Standards

consequently the amendments change the wording used to describe

many of the requirements in U.S GAAP for measoming fair value amid

tor dmsclosmg informnation about fair value mneasomemnent.s for

many of the requirements the FASB does not intend for the ASIT to

result in change in the application of the requirements of current

tJ.S GAAP some of the amendments clarify the FASBs intent aboot

the application of existing fair value measoremnent requirements and

other amnendments change particular principle or reqoiremmmeot

for measuring fair value or for disclosing informnation about fair

aloe measurements ASU No 2011-4 is effective for Emitergy for the

first quarter 2012 Entergy does not expect ASIT No 2011-4 to affect

materially its results of operations financial position or cash flows

In September 2011 the FASB issued ASU No 2011-8 Intangibles

Goodwill and Other Topic 350 Tesfing Goodwill for Impairment

The amendments permit arm enthy to first assess qualitative factors

to detemmnine whether it is mome likely than not that the fair valmme

of reporting unit is less than its carrying amount as basis for

determuining whether it is necessary to perform quantitative goodwill

imnpairnient assessment ASU No 2011-S is effective for Emitergy tor

the first quarter 2012 ASU No 2011-S will have rio effect on Entergys

results of operations financial position or cash flows



REPORT OF MANAGEMENT

Management of Entergy orporation and its subsidiaries has prepared

and is responsible for the financial statements and related financial

information included iii this document To meet this responsibility

ii ianagement establishes and maintains system of internal controls

over financial reporting designed to provide reasonable assurance

regarding the preparatnin and fair presentation of financial statements

in accordance wit Ii generally accepted accounting principles

This system includes communication through written policies and

procedures mi etnploee Code of Entegrity and an organizational

structure that provides hr appropriate division of responsibility and

training of personnel This system is also tested by comprehensive

internal audit prograni

Ent ergy managemi it assesses the effectiveness of Entergys internal

control over financial reporting on an annual basis In making this

assessment managenient uses the criteria set forth by the Committee

ot Sponsoring trganizanons of the Treadway Commission COSO in

Internal tout rol Integrated Frarnewnrk Management acknowledges

however that all internal introl systems no matterhow well designed

have inherent limitations and can provide only reasonable assurance

with respect to financial statement preparation and presentation

Entergy orporation and the Registrant Subsidiaries independent

registered pnhlic accounting firm Deloitte Touche LLP has issued

an alt cstat ion report on the effectiveness of Entergys internal control

over tinancial reporting as of December 31 2011 which is included

herein on page 55

In adilit ion the Audit Committee of the Board of Directors

composed solely of independent Directors meetswith the independent

mditnrs internal auditors management and internal accountants

periodically to discuss nt erial controls and auditing and financial

reporting matters The Audit Committee appoints the independent

niclitors nmnally seeks shareholder ratification of the appointment

and reviews with the independent auditors Ihe scope anil results of

lie milit eltort The Audit omnuttee also meets periodically with

tie independent mnlit ors and the chief internal auditor without

nianageinent present providing free access to the Audit Committee

Based on managements assessment of internal controls using the

tt St criteria nianagennnt believes that Entergy and each of the

Registrant Subsidiaries maintained effective internal control over

financial reorting u.s of Decemher 31 2tll Management further

believes that this assessment combined with the policies and

procedures noted ahi ye provides reasc nable assurance that Entergys

and each of the Registrant Suhsidiaries financial statements are fairly

ual accurately presented in accordance with generally accepted

ecount ing uinciples

REPORT OF INDEPENDENT REGISTERED

PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders of

Entergy Corporation and Subsidiaries

New Orleans Louisiana

We have audited the accompanying consolidated balance sheets

of Entergy Corporation anti Subsidiaries the Corporation as of

December 31 2011 and 2010 and the related consolidated income

statements consolidated statements of comprehensive income

consolidated statements of cash flows and consolidated statements

of changes in equity for each of the three years in the period ended

December 31 2011 These financial statements are the responsibility

of the Corporations management Our responsibility is to express an

opinion on these financial statements based on our audits

We conducted our audits in accordance with the standards of the

Public Company Accounting Oversight Board United States Those

standards require that we plan and perforni the audit to obtain

reasonable assurance about whether the financiai statements are free

of material misstatement An audit includes examining on test basis

evidence supporting the amounts and disclosures in the financial

statements An audit also includes assessing the accounting principles

used and significant estimates made by management as well as

evaluafing the overall financial statenient presentation We believe that

our audits provide reasonable basis for our opinion

In our opinion such consolidated financial statements present fairly

in all material respects the financial position of Entergy Corporal ion

and Subsidiaries as of December 31 2011 and 2010 and the results

of their operations and their cash flows for each of the three years in

the period coiled December 31 2011 in conformity with accounting

principles generally accepted in the United States of America

We have also audited in accordance with the standards of the

Public Company Accounting Oversight Board United States

the Corporations internal control over financial reporting as of

December 31 2111 based on the criteria established in Inferno

Cootrol Integrated Fiomnework issued by the Committee of

Sponsoring Organizations of the Treadway Commission and our

report dated February 27 2012 expressed an unqualified opinion on

the Corporations internal control over financial reporting

4L/

DELOITTE TOUCHE LLP

New Orieans Louisiana

February 27 2012

.1 WAYNE LEONARI

hairnian and

hid Executive Oftii er

LEO DENAILT

Executive Vice President

and Chief Financial Officer
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To 11w Board of Directors and Shareholders of

Entergy Corporation and Subsidiaries

New Orleans Louisiana

We have audi ted the internal control over financial reporting of Entergy

Corporation and Subsidianes lhe Corporation as of December 31

2011 based on criteria established in Jotecnol Control Intcgroted

Fin rocwork issued by the Committee of Sponsoring Organizations

of the Treadway Commission The Corporations management is

responsible for maintaining effective internal control over financial

reporting aod for its assessment of the effectiveness of internal

control over financial reporting included in the accompanying Internal

Control over Financial Reporting Our responsibility is to express an

opmion on the Corporations internal control over financial reporting

based on oui audit

We conducted our audit in accordance with the standards of the

Public Conipany Accounting Oversight Board tJnited States Those

standards require that we plan and perform the audit to obtain

reasonable assurance about whether effective internal control over

financial reporting was maintained in all material respects Our audit

included obtaining an understanding of internal control over financial

reporting assessing the risk that niaterial weakness exists testing and

evaluating the design and operating effectiveness of internal control

based on the assessed risk and performing such other procedures as

we considered necessary in the circumstances We believe that our

audit provides reasonable basis for our opinion

companys internal control over financial reporting is process

designed by or under the supervision of the companys principal

executive and principal financial officers or persons performing

similar functions and effected by the companys hoard of directors

management and other personnel to provide reasonable assurance

regarding the reliability of financial reporting and the preparation

of financial statements for external purposes in accordance with

generally accepted accounting principles companys internal

control over financial reporting includes those policies and procedures

that pertain to the maintenance of records that in reasonable

detail accurately and fairly retlect the transactions and dispositions

of the assets of the company provide reasonable assurance that

INTERNAL CONTROL OVER FINANCIAL REPORTING

transactions are recorded as necessary to pennit preparation of

financial statements in accordance with generally accepted accounting

principles and that receipts and expenditures of the conipany are

being made only in accordance with authorizations of management

and directors of the company and provide reasonahle assurance

regarding prevention or timely detection of unauthorized acquisition

use or disposition of the companys assets that could have material

effect on the financial statements

Because of ttme inherent limitations of internal control over

financial reporting including the possibility of collusion or improper

management override of controls material misstatements clue to

error or fraud may not he prevented or detected on timely basis

Also projections of any evaluation of the effectiveness of the internal

control over financial reporting to future periods are suhect to the

risk that the controls may become inadequate because of changes

iii conditions or that the degree of compliance with the policies or

procedures may deteriorate

In our opinion the Corporation maintained in atl material respects

effective internal control over financial reporting as of December 31

2011 based onthe criteria established inlotciool CootmolJoteqrotccl

Framework issued by the Committee of Sponsoring Organizations of

the Treadway Commission

We have also audited in accordance with the standards of tIn

Public Company Accounting Oversight Board tTnited States the

consolidated financial statements as of and for the year ended

December 31 2011 of the Corporation and our report dated February

27 2012 expressed an unqualified opinion on those consolidated

financial statements

LL/

DELOITTE TOUCHE LLP

New Orieans Louisiana

February 27 2012

The management of Entergy Corporation is responsible for establishing and maintaining adequate internal control over financial reporting for

Entergy Entergys internal control system is designed to provide reasonable assurance regarding the preparation and fair presentation of Entergys

financial statements presented in accordance with generally accepted accounting principles

All internal control systems ito matter how well designed have inherent linatations Therefore even those systems determined to be effective

can provide only reasonable assurance with respect to financial statement preparation and presentation

Entergys muanagenment assessed the effectiveness of Entergys internal control over financial reporting as of December 31 2011 In making

this assessment management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission tOSti in

Internal Cont rot Integrated Framework

Based on managements assessment and the criteria set forth by COSO management believes that Entergy maintained effective internal control

over financial reporting as of December 31 2011

Entergys registered public accounting firm has issued an attestation report on Entergys internal control over financial repomting

Changes in Internal Controls Over Financial Reporting

Under the supervision and with the participation of management including the Principal Executive Officer and Principal Financial Officer Entergy

evaluated changes in internal control over financial reporting that occurred during the quarter ended December 31 2011 and found no change that

has materially affected or is reasonably likely to materially afiect internal control over financial reporting



CONSOlIDATED INCOME STATEMENTS

2011

8673517

165819

2389737

11229073

2492714

1564967

255618

2867758

190595

536026

1102202

205959

9215839

2013234

84 105

129134

140

59271

154028

2010

8740637

197658

2549282

11487577

2518582

1659416

256123

2969402

211736

534299

1069894

44921

9264373

44173

2267377

59381

185455

1378

48124

195334

2009

7880016

172213

2693421

10745650

2309831

1305203

241310

2750810

199063

503859

1082775

21727

8461124

2284526

59545

236628

86069

403116

169708

In thousands except share data for the years ended December 31

OPERATING REVENUES

Electric

Natural ga.s

ompetitive businesses

Total

OPERATING EXPENSES

perating and maintenance

Fuel fuel-related expenses arid gas purchased for resale

Purchased power

Nuclear retooling outage expenses

ther operation and naintenance

Iecomniissioning

Taxes other Ilian income axes

epreciat jot and amortization

Of her regulatory charges credits net

Total

Gain on sale of business

OPERATING INCOME

OTHER INCOME

Allowance for equit funds used during construction

ut eret and investn tent icome

Other than temporary impairment losses

Miscellaneous net

lot al

INTEREST EXPENSE

Interest expense

Allowuice br horuiwed blinds used during construction

lot at

INCOME BEFORE INCOMETAXES

Income taxes

CONSOLIDATED NET INCOME

Preferred dividenol requirements of subsidiaries

NET INCOME ATTRIBUTABLE TO ENTERGY CORPORATION

Earnings per average conimon share

Basic

551521 610146 603679

37894 34979 13235

513627 575167 570444

1653635 1887544 1883791

286263 617239 632740

1367372 1270305 1251050

20933 20063 19958

1346439 1250242 $1231092

$7.59 $6.72 $6.31

lilutet $7.55 $6.66 $6.30

ivh lout ols leclared tel immnu share $3.32 $3.24 $3.00

Basic aserage number of common shares outstanding 177430208 186010452 192772012

liluted average number of common shares outstanding 178370695 187814235 195838068

\/ .5 fn/ 5// n/s

CONSOLIDATE S1ATEMENTS OF COMPREHENSIVE INCOME

In thousands for the years ended December 31 201 2010 2009

NET INCOME $1367372 $1270305 $1251050

OTHER COMPREHENSIVE INCOME LOSS
ash flow hedges net unrealized gain loss

net to tax expense benefit of $34411 7088 and $333 71239 11685 2887
Pension and other post retirement liabilities

net of tax benefit of $131198 $14387 and $34415 223090 8527 35707

Net unrealized investment gains

net of tax expense of $111368 $51130 and $102845 21254 57523 82029

Foreign uirrency translation

net of tax expense benefit of $192 $182 and $246 157 338 457

her comprehensive income loss 130240 36973 43878

COMPREHENSIVE INCOME 1237132 1307278 1294928

Preberred dividend requirements of subsidiaries 20933 20063 19158

COMPREHENSIVE INCOME ATTRIBUTABLETO ENTERGY CORPORATION $1216199 $1287215 $1274970

\s/rs 5// n/s
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CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

94000

20933

Paidin

Capital Earnings

878576

80932 2568

603963

$8689401

1346139

234632

78975 6792
588880

$8707360

1270305

36973

878576

78364

603963

20063

38212 $8590400

1367372

130240 130240

234632

72183

588880

20933

8168452 $9055270

Common Shareholders Equity

Subsidiaries Common Treasury

Preferred Stock Stock Stock

Accumulated

Other

Retained Comprehensive

94000 $2482 $4175214 $4869303 $7382719

19958 1231092

613125

66 499934

61172 805

576913

141

6365

In thousands for the years ended

December 31201 l2010and 2009

BALANCE AT DECEMBER 12008

oi solidal ed net income

her comprehensive income

Common stock repurhases

Common stock issuances in settlement of

equity unit purchase contracts

Common stock issuances related to stock plans

Common stock dividends declared

Preferred livmdend requirements of subsidiaries

Capilal stock and other expenses

Adj Lmstnlent for implem nentation of

new accounting pronouncenieni

BALANCE AT DECEMBER 31 2009

onsolidal net income

Other comprehensive income

Common stock repurehases

Coirimon stock issuances related to stock plans

oIL/mon SI ock dividends declared

Preferred dividend requirements of subsidiaries

BALANCE AT DECEMBER 12010

Consolidated net income

Other comprehensive loss

Common stock repurchases

Common stock issuances related to slock plans

Common stock dividends declared

Preferred dividend requirements of subsidiarics

BALANCE AT DECEMBER 312011

Income Loss Total

8112698 $8060592

1251050

43878 43878

613 125

500000

61977

576913

19958

141

6365

19958

94000 $2548 84727167

20063

$5370042 $8043122

1250242

20063

75185

36973

$2548 $5524811 85367474

20933

94000 $2548 $56$0468 $5360682 $9446960

aCso/idatd 1/ct i//COil/I ti//I J//Sf//iiI /Iiidc//d /cq//i/S//lC//IS Of s//bsi/ia/iS for 2011 2010 am 2009 //cI//d $13 /1//Il/Oil of j/rrf///c/I /Ii/i////.S i/I

Sl/l/SidiaiiS f//Oil //ed stock let//Oat Si//ki///JJ/ i/O Il//il iS I/Of pICSI/t // /5 c/f/i it/j

Sd .\ofcs to Ji///i//lif Sf//Id/I/I i/IS



CONSOLIDATE BALANCE SHEETS

In thousands as of December 31 2011 2010

ASSETS

CURRENT ASSETS

ash and ash equivalents

ash $1468 76290

Feniporaiy ash investnients 612970 1218182

Total iash and ash equivalents 694438
--

1294472

Seuritization recovery ri st account 50304 43044

Acounts receivable

1151 onier 568558 602796

Allowance for iloiiht 111 accoUfltS 31159 31777

Other 166186 161662

Acrued uiihilled rveiiiies 298283 302901

Tot II accounts receivable 1001868 1035582

mel costs 209776 64659

Acumulat deferred mi itue taxes 9856 8472

Fuel inventory at erage cost 202132 207520

Materials and supplies mit average ost 894756 866908

Ieferred nuclear retiteling outage costs 231031 218423

System agreement cost equalization 36800 52160

Prepaid taxes 301807

Prepayment and other 291712 246036

3622703 4339083

OTHER PROPERTY AND INVESTMENTS

lnvestnient in affiliates at equity 44876 40697

1ecommissioning trust hinds 3788031 3595716

Non-utility propery at cost less accumulated depreciation 260436 257847

ther 413423 405946

Tot ml 509 766 300 206

PROPERTY PLANT AND EQUIPMENT

Electric 39385524 37153061

Iroperty ittider lpitd lease 809449 800078

Natural gas isso 330608

onstiuction work iii progress 1779723 1661560

Nuclear tuet 1546167 1377962

Total ptoperty plaiit and equipment 43864413 41323269

Less accuiiiulated depreciation and amortization 18255128 17474914

Property plant amid equipilient net 25609285 23848355

DEFERRED DEBITS AND OTHER ASSETS

Regulatory assets

Regulatory asset for Income taxes net 845725

Other regulatory assets includes securitization property ot

$1OttP 103 as of eceuiher 31 2011 and $882346 as of December 31 2010 4636871 1838237

Deferred luel costs 172202 172202

Goodwill 377172 377172

Accum latei deterre ii ci ilue taxes 19003 54523

her 955691 909773

lot it 699 915 197 632

TOTAL ASSETS $40701699 $38685276

\t JimHuw/ S// Os
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CONSOLIDATED BALANCE SHEETS

In thousands as of December 31 2011 201

LIABILITIES AND EQUITY

CURRENT LIABILITIES

Currently maturing long-tenn debt 2192733 299548

Notes payable 108331 151135

Accounts payable 1069096 1181099

Customer deposits 351741 335058

Taxes accrued 278235

Accumulated deferred income taxes 99929 49307

Interest accrued 183512 217685

Deferred fuel costs 255839 166409

Obligations undercapital leases 3631 1388

Pension and other postretirenient liabilities 44031 39862

System agreement cost equalization 80090 52160

Other 283531 277598

Total 4950699 2776249

NON-CURRENT LIABILITIES

Accumulated deferred income taxes and taxes accrued 8096452 8573646

Accumulated deferred investment tax credits 284747 292330

Obligations under capital leases 38421 12078

Other regulatory liabilities 728193 539026

Decommissioning and asset retirement cost liabilities 3296570 3148479

Accumulated provisions 385512 39520

Pension and other postretirement liabilities 3133657 2175301

Long-term debt includes securitization bonds of

$1070556 as of December 31 2011 and $931131 as of December 31 2010 10043713 11317157

Other 501954 618559

Total 26509219 27101589

Commitments and Contingencies

Subsidiaries preferred stock without sinking fund 186511 216738

EQUITY

Common Shareholders Equity

Conunon stock $01 par value authorized 500000000

shares issued 254752788 shares in 2011 and 2010 2548 2548

Paid-in capital 5360682 5367474

Retained earnings 9446960 8689401

Accumulated other comprehensive loss 168452 38212

Less treasury stock at cost 78396988 shares in 2011 and

76006920 shares in 2010 5680468 5524811

Total common shareholders equity 8961270 8496400

Subsidiaries preferred stock without sinking fund 94000 94000

Total 9055270 8590400

TOTAL LIABILITIES AND EQUITY $40701699 $38685276

Sie Pvatis lii nituciul Sink nunis



CONSOLIDATED STATEMENTS OF CASH FLOWS

In thousands for the years ended December 31 2011 2010 2009

OPERATING ACTIVITIES

onsolidated net md nie 1367372 1270305 1251050

Ajustments to reconcile onsolmdated net income to net cash flow

provided by operating activities

Iepreciation amortization and decommissioning

including nuclear fuel amortization 1745455 1705331 1458861

1eferred income taxes invest ment tax credits

and non-current taxes accrued 280029 718987 864684

Gain on sale of business 44173

hanges in working capital

Receivables 28091 99640 116444

Fuel inventory 5393 10665 19291

Accounts payable 131970 216635 14251

Prepaid taxes and taxes accrued 580042 116988 260029

Interest accrued 31172 17651 4974

IefelTed fuel 55686 8909 72314

Other working capital accounts 41875 160326 43391

hange in provisions for estimated losses 11086 265284 12030

Change in other regulatory assets 673244 339408 415157

Change in pensions and other postretirement liabilities 962461 80844 71789

Other 415685 103793 181391

Net cash flow provided by operating activities 3128817 3926081 2933158

INVESTING ACTIVITIES

onstructioiilcapital expenditures 2040027 1974286 1931245

Allowance for equity tunds used during construction 86252 59381 59545

Nuclear fuel purchases 641493 407711 525474

Proceeds from sale/leaseback of nuclear fuel 284997

Proceeds from sale of assets and businesses 6531 228171 39554

Payment for piirchtses of plants 646137

Insurance proceeds received for property damages 7894 53760

hanges in transition charge account 7260 29945 1036

NY1A value sharing paioent 72000 72000 72000

Payments to storm resei\ escrow account 6425 296614 6802

Receipts front stonu reserve escrow account 9925

Decrease increase in other investments 11623 24956 100956

Proceeds front nuclear decommissioning trust fund sales 1360346 2606383 2570523

Investment in nuclear decommissioning trust funds 1475017 2730377 2667172

Net cash flow used in investing activities 3446853 2574223 2094394

\Q/ Iaaiua1 5ttIIHPfS
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CONSOLIDATED STATEMENTS OF CASH FLOWS

In thousands for the years ended December 31 2011 2010 2009

FINANCING ACTIVITIES

Proceeds from the issuance of

Long-term debt 2990881 38701194 218341/

ommon stock and treasury stock 46185 51163 28198

Retirement of long-term debt 2437372 4178127 1843169

Repurchase of common stock 234632 878576 613125

Redemption of subsidiary common and preferred stock 30308 1847
hanges in credit borrowings net 6501 8512 25000
Dividends paid

Common stock 589605 603854 576953
Preferred stock 20933 20063 19958

Net cash flow used in financing activities 282285 1767275 1048388
Effect of exchange rates on cash and cash equivalents 287 338 1316
Net decrease in cash and cash equivalents 600034 415079 210940
Cash and cash equivalents at beginning of period 1294472 1709551 1920491

Cash and cash equivalents at end of period 694438 1294472 1709551

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION

Cash paid received during the period for

Interest net of amount capitalized 532271 534004 573811

Income taxes 2042 32144 43057

Noncash financing activities

Long-terni debt retired equity imit notes 500000
Common stock issued in settlement of equity unit purchase contracts 500000

Se VQIS to 10000 00i0t St0t 10000



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The accompanying consolidated financial statements include the

accounts of Enlergy orporation and its subsidiaries As required by

generally accepted account ingpnnciples in the IJnited States of America

all mtereompany nuisact iius have been eliminated in the consolidated

financial statements lhe tility operating companies and many other

Entergy subsidianes maintain accounts in accordance with FERC awl

other regulatory guidelines Ceilain previously reported amounts have

been reclassified to coufonii to current classifications with no effect on

net icorue or iionion sharela dders or members equity

Use of Estimates in the Preparation of

Financial Statements

In contornuty with generally accepted accounting pnnciples in the

United States ut America the preparation of Entergy Corporations

consolidated thiancial st atenients requires management to make

estimates and assuinpuons that affect the reported amounts of assets

liabitities revenues and expenses and the disclosure of contingent

assets and liabilities Adjiistnments to the reported amounts of assets

ual liabilities may he mueessary in the future to the extent that future

est iniat is or act ud iesm ills ue hitierent fiom the estimates used

Revenues and Fuel Costs

Ent ergy Arkansas Ri it ergy hilt States Louisiana Entergy Louisiana

Fhitergy Mississippi auit Entergy Texas generate transmit and

distribute electric pm iwer primarily to retail customers in Arkansas

Louisiana Louisiana Mississippi and Texas respectively Entergy

Gulf States Louisiana also distributes natural gas to retail customers in

and around baton Rouge Louisiana Entergy New Orleans selts both

elect lie power and nato nil gas to retail cust oniers in the City of New

Orleans except tor Algiers where Entergy Louisiana is the electric

luwer supplier Ttìe Rut ergy Wholesale omniodities segment derives

almost dl of its revemnme hum sales of electric p%% generated by

ilant mwn-it tiy
sutisidiaries in that segment

Eutergy neugnizes revenue from electric power and natural gas

sales when power or gas is delivered to customers To the extent

tiat delivenes have mmmcmi rred hut toll ias nut been issued Entergys

ility operatitg conipiune5 accrue an estimate ut the revenues

for energy delivereit since tIme latest hitlings The tJtdity operating

companies calculate tie estimate based upon several factors including

billings through the last tolling cycle in month actual generation in

the nointhi Instorical line lass Ihetors and prices in effect in Entergys

hility operating companies various jurisdictions Changes are made

the inputs in the st iniat as needed to reflect changes in billing

Iliad
lees Each noimitl the estioated unbilled revenue amounts

are olem as revem liii am unhilled accounts receivable and the

prior months ist iniaie is reversed Therefore changes in price and

volunie differences resulting front factors such as weather affect the

iateulatnmn of unbilleil revenues from one permd to the next and may

result in variability in reported revenues froni one period to ttie next as

loior estimates are reversist uid new estimates recorded

Entergy records re eime fruni sales under rates implemented

subject to retluid less esti nat id amounts accrued for probable refunds

wtien Entergy believes ml is probable that revenues will be refunded to

list oniers based upon In status of the rate proceeding as of the late

the firnuicial statements are irepareit

Entergys Utility operating companies rate schedules include either

fuel adjustment clauses or fixed fuel factors which allow either current

recovery in billings to customers or deferral of fuel costs until the

costs are billed to customers Where the fuel component of revenues

is billed based on pre-determined fuel cost tixed fuel factor the

fuel factor reniains in effect until changed as part of general rate

case fuel reconciliation or fixed fuel factor ffling System Energys

operating revenues are intended to recover front Entergy Arkansas

Entergy Louisiana Entergy Mississippi and Entergy New Orleans

operating expenses and capital costs attributable to Grand Gulf The

capital costs are computetl by allowing return on System Energys

common equity funds allocable to its net investment in Grand Gulf

plus System Energys effective interest cost for its debt allocable to its

investment in Grand Gulf

Property Plant and Equipment

Property plant and equipment is stated at original cost Depreciation

is computed on the straight-line basis at rates based on the applicable

estimated service lives of the various classes of property For the

Registrant Subsidiaries the original cost of plant retired or removed

less salvage is charged to accumulated depreciation Normal

maintenance repairs and minor replacement costs are charged to

operating expenses Substantially all of the Registrant Subsidiaries

plant is subject to niomtgage liens

Electric plant includes the portions of Grand Gulf and Waterforil

that have been sold and leased back For tinancial reporting

purposes these sale and leaseback arrangements are reflected as

financing transactions

Net property plant and equipment for Entergy including property

under capital lease and associated accumulated amortization by

business segnient and functional category as of December 31 2011

and 2010 is shown below in millions

2011

Production

Nuclear

tttier

Transmission

Distribution

Other

Construction work in progress

Nuclear fuel

Property plant and

equipment net

Entergy

Wholesale Parent

2010 Entergy Utility
Commodities Other

Production

Nuclear

Other

8393 5378

1842 1797

2986 2956

5926 5926

166t 14th 248

1662 1300 101

1378 76tt 618

3015

45

30

$4317 $3

Entergy

Wholesale

Entergy Utility Commodities

Parent

Other

8635 5441

2431 2032

3344 3309

6157 6157

1716 1463

1780 1420

1546 802

$25609 $20624

194

199

35

250

359

744

$4981 $4

Transmission

Distribution

Other

tonstniction work in progress

Nuclear tuel

Property plant and

equipment miet $23848 $19528
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Depreciation rates on average depreciable property for Entergy

approximated 2.6% in 2011 2.6s in 2010 and 2.7o in 2009 Included

in these rates are the depreciation rates on average depreciable

utility property of 2.5s in 2011 2.5s in 2010 and 2.7s 2009 and the

depreciation rates on average depreciable non-utility property of 3.9s

in 2111 371 in 2010 and 3.8 20119

Ent ergy amortizes nuclear fuel using units-of-production

method Nuclear fuel anloitization is inclu led in fuel expense in the

income stat emenls

Non-utility property at cost less accumulated depreciation for

Entergy is reported net of accumulat ccl depreciation of $214.3 nullion

and $207.6 million as of December 31 2011 and 2010 respectisely

oostruct ion expenditures included in accounts payable at

December 31 2011 is $171 million

Jointly-Owned Generating Stations

Certain Entergy subsidiaries jointly own electric generating facilities

with aftiliates or tiord parties The investments and expenses

associated with these generatiog stations are recorded by the Entergy

subsidiaries to the extent of their respective undivided ownership

interests As of December 31 2011 the subsidiaries investment and

accumulated depreciation in each of these generating stations were as

follcos dollars in millions

Generating Stations

Utility Business

Entergy Arkansas

todepeoctenie

nit oat

01011100 Facilities oat

While Bluff

nits and oat
toaihta

oimuoo Facilities Gas

Eiitergy Gulf States Louisiana

Roy Nelson

nit oat

Roy Netson

nit

0010100 Facttities oat

tug ajun
Unit oat

oachita

oinnion Facitities Gas

Entergy totnsiana

Acadia

00111100 Facititites Gas

Entergy Mississippi

tnitependenie

oils and and

011111011 facilities oat

Enteqy Texas

Roy Nelson

toil oat

Roy Nelson

13it

onunon Facilities oat

t3ig tajun

Unit ciat

Systcm Energy

rand Golf

tIlit Noctear

Total

Fuel Megawatt Accumulated

Generating Stations Type Capability Ownership Investment Depreciation

Entergy Wholesale Commodities

twtepencteoce

nit oat 542 14.37 65 41

011101011 Facilities oat 7.15 16 11/

Roy Nelson Ijnit oat 550 10./Co 112 53

Roy Nelson Unit

01110100 Facilities oat 4.31 $2
lb/al Miija ito/I apatii/i/ij is //i /i/iendii/il liiiii/ ia ili 0/ ca/ia/u///i a.o

deniiins/iii/ei/ toilet ire/nat i/i ca/i iiq eani/i/i ins loosed au //ic /011110 iq/ii

also ill inq no cal/a i/inca to that idle/i .5/a lion las i/i s/quo i//li utilize

Quite/i i/a ni/s auid ill iiiuiid IOUo
lug

Ituu/ei _likansas aui/

uaehu i/a nit .i is untied IOY by hii/iujy Gn/j.Snees Iau isia no

7/a iii es inca /auii/ aeeii uiiu/a/id i/eie c/al ioui ii ii iii lois a/ia ii iiio aii/fj

fail/li ainiuian faii/ilis 001/ na//ac I/u i/coccI/i i//
nnils

.3 Inc/ni/es an 11.Ss ase/uahi/ ill teies/ Ia /0 /iij Sqs/eni Lniitcij.Sijs/ini

neiijs /isoid ill/f
lease

llll/iqalians 110 i/joe 1001/ li 15/ /1/a

I/a/i uiit neia/ s/a/i in Ill/s

Nuclear Refueling Outage Costs

Nuclear refueling outage costs are deferred during the ootage all/I

amortized over the estimated period to tie next outage hecalise these

refueling outage expenses are incurred to prepare tile otuts /0 OI/eratc

for tile next operating cycle witiloot having tc be taken off line

Total

Fuel Megawatt Accumulaced Allowance for Funds Used During Construction
Type Capability Ownership Investment Depreciation AFUDC

AFTTIC reprcsents tile approximate net ccniposite intcrest cost of

borniwect funds and reasonablc return on tile equity f/ill/Is used fur

536 31.50s 128 96 construction by the Registrant Sobsicharies AFt/DC increases both the

l5.75s 33 24
platit balance and earnings and is realized in cash thrclogil cIepreciatitm

provisions included in the rates charged to costumers
1659 57.00i 494 337

6667i 171 142
Income Taxes

Entergy Corporation and the majority of its sobsicliarics lilt Tnitecl

States consohclafed federal ineonle tax return Eacil tax paying entity
550 4tt.25o 244 172

records inconle taxes as if it were separate taxpayer and consolidating

adjustments are allocated to the tax filing entities in accordance wi/h

S.92o //
Entergys mterconlpany inconle tax attocatidlil agreement eferrcci

inc/lIne taxes are recorded for alt tenlporary ditierenees between tilt

588 24t5s 142 97 book and tax basis of assets aiici liabilities and for certain credits

available tor carryforward
33.33o 87 72

Deferred tax assets are reduced by valoatioll allowance when Ill

tile opinion of nlanagement it is more likely than not tilat 5dlIll poitiOll

50./t0o 12 of the deferred tax assets will not be realized Deferred tax assets and

liabilities are adjusted for the effects of changes in tax laws antI rates

in the period in which the tax or rate was enacted

Invesflllellt tax credits are deferrett and anlortizedt ilased 00l/
to iS 2it/Os 249 13

the average useful life clf the related property in accordance with

ratemaking treatment

550 29.75o 178 117

11.77o

588 17.85 107 68

1191 9000s $31329 $2518
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Earnings per Share

The following table presents Entergys basic and diluted earnings per share calculation included on the consolidated statements of income

in millions except per share data

For the Years Ended December 31

Basic earnings per average common share

Net income attributable to Entergy Corporation 1346.4 177.4 753

As rage itiutit ittd ol

Stock phons 1.0 0.04

Etjuit units

Diluted earnings per average common share $1346.4 178.4 7.55

1250.2 186.0 $6.72 $1201.1 192.8 613

1.8 0.06 2.2 0.07

3.2 tt.8 3.02

$1250.2 187.8 $6.66 $1234.3 195.8 6.30

The calculation of diluted earnings per share excluded 5712604

options outstanding at December 31 2011 5380262 options

outstanding at Deceniher 31 2010 and 4368614 options outstanding

at December 11 2000 Intl could potentially dilute basic earnings per

share ut the tuture Those tiptmns were not included in the calculation

of diluted earnings per share because the exercise price of those

options exceeded the average market price for the year

See Note to the Ititancial statements for discussion of the

equity omits

Stock-Based Compensation Plans

Entergy grants stock options to key employees of the Entergy

subsidiaries which is described more fully in Note 12 to the financial

statements Entergy acccoints for stock options using the fair value

based mettnid Awards tinder Entergys plans generally vest over

three years

Accounting for the Effects of Regulation

Entergys Utility operating companies and Systeni Energy are rate

regulated enterprises whose rates meet three criteria specified in

accounting standards lbi Utility operating companies and System

Energy have rates thai are approved by body its regulator

empowered to set rates that hind customers ii are cost-based and

hi tan he charged to antI cnllected from customers These criteria

may also tie applied tn se arahle portions of utilitys husiness such

as the generation or transmission functions or to specific classes

of cust oiners l3ecause the
tility operating companies antI System

Energy meet these ccii eria each of them capitalizes costs that would

otherwise hi barged to expense if the rate actions of its regulator

make it prohable that those costs will be recovered in future revenue

Such capitalized cost.s are reflected as regulatory assets in the

accompanying financial statements When an enterpnse concludes

that recovery ot regulatory asset is no longer probable the regulatory

asset iitust he removed rum the entitys halance sheet

An enterprise that teases to meet the three criteria for all or pact of

its operations should report that event in its fmancial statements In

general lit enterprise no longer meeting the criteria should elnouiate

trout its ttalance sheet all regulatory assets and liabilities related to the

applicahle operations Additionally if it is determined that regulated

enterprise is no longer recovering alt of its costs it is possible that

an impairment may exist that could require further writeoffs of

plant assets

Entergy Gulf States Louisiana clues not apply regulatory accounting

standards to the Louisiana rettul deregulated portion of River Bend

the 30 interest in River Bend formerly owned by ajun and its

steant husioess The Louisiana retail deregulated portion of River

Bend is operated muter deregulated asset plan representing

portion approximately 15% of River Bend plant costs generation

revenues and expenses established tinder 1992 LPSU order The

plan allows Entergy Gulf States Louisiana to sell the electricity froni

the deregulated assets to Louisiana retail custoIners at 4.6 cents per

kWh or off-system at higher prices with certain proisions for sharing

incremental revenue above 4.6 cents per kWh between ratepayers

and shareholders

Cash and Cash Equivalents

Entergy considers all unrestricted highly liquid debt instruments with

an original or remaining maturity of three months or less at date of

purchase to be casti equivalents

Allowance for Doubtful Accounts

The allowance for doubtful accounts reflects Entergys best estimate

of losses on the accounts receivable balances The allowaIice is

based on accounts receivable agings historical experience and ottier

currently available evidence Utility operating company customer

accounts receivable are writt en off consistent with approved

regulatory requirements

Investments

Entergy records decomnussioning trust funds on the balance sheet at

their fair value Because of the ability of the Registrant Subsidiaries to

recover decommissioning costs in rates arid in accordance with the

regulatory treatment for decoinnussioning trust funds the Registrant

Subsidiaries have recorded an offsetting amount of unrealized gams/

losses on investment securities in other regulatory liabilities/assets

For the portion of River Bend that is not rate-regulated EIitergy Gulf

States Louisiana has recorded an offsetting amount of unrealized gains/

losses in other deferred credits Decommissioning trust funds for

Pilgrim Indian Point Vermont Vankee awl Palisades do not meet lie

criteria for regulatory accounting treatment Accordingly unrealized

gains recorded on the assets in these trust funds are recognized

in the accumulated other comprehensive income component of

shareholders equity because these assets are classified as available for

sale Unrealized losses where cost exceeds fair market value on the

assets iii these trust funds are also recorded in the accumulated other

comprehensive inconie component of shareholders equity unless the

unrealized loss is other than temporary and therefore recorited in

earnings The assessment of whether an invesl.ment in debt secunty

has suffered an other-than-temporary impainnent is based on whether

Entergy has the intent to sell or more likely than not will be reqmred to

sell the debt security before recovery of its amortized costs Further

if Entergy does not expect to recover the entire amortized cost basis

of the debt security an other-than-temporary impairment is considered

to have occurred and it is measured by the present value of ash flows

expected to be collected less the aniortized cost basis credit loss

The assessment of whether an investnient in an equit.y securit.y has

suffered an other-than-temporary impairment is based on number

of factors including first whether Entergy has the abilit.y and intent

t.o hold the investment to recover its value the duration and severity

of any losses and then whether it is expected that the investment

2011 2010 2009

Income Shares 5/share Income Shares s/share Income Shares $/share
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will recover its value within reasonable period of time Entergys

trusts are managed hy third parties who operate in accordance with

agreements that define investment guidelines and place restrictions on

the purchases and sales of investments See Note 17 to the financial

stat enients for details on the decommissioning trust funds and other

than temporary impairments recorded in 2011 2010 and 2009

Equity Method Investments

Entergy owns investments thai are accounted for under the equity

method of accounting because Entergys ownership level results

in significant influence but not control over the investee and its

operations Eotergyreeords itsshare of earnings orlosses ofthe investee

based on ttie change during the period in the estimated liquidation

value of the investment assunnng that the investees assets were to

be liquidated at hook value In accordance with this method earnings

arc allocated to owners or members based on what each partner

would receive from its capital account if hypothetically liquidation

were to occur at the balance sheet date and amounts distributed were

based on recorded hook values Entergy discontinues the recognition

of losses on equity investments when its share of losses equals or

exceeds its carrying ann unt tor an investee plus any advmwes made

or commitments to provide additional financial support See Note 14 to

the tinancial statements for additional information regarding Entergys

equity met hod investments

Derivative Financial Instruments and

Commodity Derivatives

The accounting standards for derivative instruments and hedging

activities require that all derivatives be recognized at fair value on the

balance sheer either as assets or liabilities unless they meet various

exceptions including the normal purchase normal sales criteria The

changes in the fair value of recognized derivatives are recorded each

penod in current earnings or other comprehensive income depending

on whether derivative is designated as part of hedge transaction

and the type of hedge transaction

Contracts for commodities that will be physically delivered in

quantities expected to be used or sold in the ordinary course of

business including certain purchases and sales of power and fuel

mccl the normal purchase normal sales criteria and are not recognized

on the balance sheet Revenues and expenses from these contracts

are reported on gross basis in the appropriate revenue and expense

categories as the commodities are received or delivered

For other contracts for commodities in which Entergy is hedging

the variability of cash flows related to variable-rate asset liability

or forecasted transactions that qualify as cash flow hedges the

changes in the fair value of such derivative instruments are reported

in other comprehensive income To qualify for hedge accounting the

relationship between the hedging instrument and the hedged item

must he doetimented to include the risk management objective and

strategy and at inception and on an ongoing basis the effectiveness

of the hedge in offsetting the changes in the cash flows of the item

being hedged Gains or losses accumulated in other comprehensive

income are reclassified to earnings in the periods when the underlying

transactions actually occur The ineffective portions of all hedges are

recognized in current-period earnings

Entergy has determined that contracts to purchase uranium do not

meet the definition of denvative under the accounting standards for

derivative instruments because they 10 not provide for net settlement

and the uranium markets are not sufficiently liquid to conclude that

forward contracts are readily convertible to cash If the uranium

markets do become sufficiently liquid in the future and Entergy begins

to account for uranium purchase contracts as derivative instruments

the lair value of these contracts would be accounted for consistent

with Entergys other derivative instruments

Fair Values

The estimated fair values of Entergys financial instruments and

derivatives are deternuned usiitg bid prices and market qnotes

Considerable judgment is required in developing the estimates of

fair value Therefore estimates are not necessarily indicative of the

amounts that Entergy could realize in current market exchange

Gains or losses realized on financial instruments held by regulated

businesses niay be reflected in future rates and therefore do not accrue

to the benefit or detriment of stockholders Entergy considers the

carrying amounts of most financial instruments classified as current

assets and liabilities to be reasonable estimate of their fair value

because of the short maturity of these instruments See Note lOb the

financial statements for further discussion of fair value

Impairment of Long-Lived Assets

Entergy periodically reviews long-lived assets held in all of its business

segnients whenever events or changes in circumstances indicate that

recoverability of these assets is uncertain Generally the ileternuination

of recoverability is based on the undiscoonted net cash flows expected

to result from such operations and assets Projected net eastu flows

rlepend on the future operating costs associated with the assets the

eftieueney and availability of the assets and generating units and the

future market and price for energy over the remaining life of the assets

Ihree nuclear power plants in the Entergy Wholesale Commodities

business segment Pilgrtm Indian Point and Indian Point have

applications pending for renewed NRC licenses Various parties have

expressed opposition to renewal of the licenses Under federal law

nuclear power plants may continue to operate beyond their license

expiration dates while their renewal applications are pending NRC

approval If the NRC does not renew the operating license for any of

these plants the plants operating life could he shortened reducing its

projected net cash flows and impairing its value as an asset

In March 2011 the NRC renewed Vennont Yankees operating license

for an additional 20 years The renewed operating license expires in

March 2032 In May 2011 the Vermont Department of Public Service

amid the New England Coalition petitioned the United States touil

of Appeals for the D.C Circuit seeking judicial review of the NRCs
issuance of the renewed operating license alleging that the license had

been issued without valid and effective water quality certification

under Section 401 of the Clean Water Act Entergy Nuclear Vermont

Yankee and Entergy Nuclear Operations Inc intervened in the

proceeding Motions by the parties for summary disposition were

denied by the court and oral argument is scheduled for May 2012

Vermont Yankee also is operating under Certificate of Public Good

from the State of Vermont that expires in March 2012 hut has an

application pending before the Vermont Public Service Board VPSII

for new Certificate of Public Good for operation until March 2tt32

As the United States district court noted in its decision discussed

below regarding Entergys challenge to certain conditions imposed by

Vermont title section 814 of the Vermont Statutes proodes that

license subject to an agencys notice and hearing requirements does

not expire rmntil final determination on an application for renewal

has been made
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In April 2011 Entergy Nuclear Vermont Yankee anti Entergy Nuclear

Operations lie owncr and operator respectively of Vermont Yankee

filed suit in the nit ccl States District Court for the District of Vermont

The suit challenged certain conditions imposed by Vermont upon

Vennont Yankees continued operation and storage of spent nuclear

fuel including the requirement to obtain not only new Certificate

of Public Good but also approval by Vennonts General Assembly

In January 2012 the court entered judgment in Entergys favor

and specifically

Declared that Vermonts laws requiring Vermont Yankee to cease

operation in March 2012 and prohibiting the storage of spent

nuclear fuel froni operation after that date absent approval

by the General Assembly were based on radiological safety

concerns and are preempted by the Atomic Energy Act

Permanently enjou med Vermont from enforcing these preempted

requirements of the states laws and

Permanently enjoined Vermont under the Commerce Clause of the

United States Constitution froni conditioiung the issuance of new

Certificate of Public ood upon the existence of below wholesale

niarket power sale agreement with Verniont utilities or Vermont

Yankees selling power to Vermont utilities at rates below those

available to wholesale cast oiners in other states

In February 2012 the Venuont defendants Iiled notice of appeal of the

decision to the United States Court of Appeals for the Second Circuit

In .January 2012 Eutergy tiled motion requesting that the VPSB

gnml based on the existing record in its proceeding Vermont Yankees

pending application fur new Certificate of Public Good The VPSB

scheduled status conference for Mmch 2012 and requested

comments froni the parties by March 2012 In February 23

2112 memorandum to the parties the VPSB asked that the parties

comments respond to certain questions relating to among other

issues the VPSBs authority to issue the Certificate of Public Good

and Vermont Yankees authority to operate beyond March 21 2012 arid

store spent fuel fromu such operations despite the decision and order

of the United St ales district court

In light of these questions from the VPSB Vermont Ymikee filed

cross-appeal of the district courts decision Verniont Yankee also filed

Iwo motions with the district court asking it to issue an injunction

piohihiting Vermont from taking any action to force Vermont Yankee

to shot down during the appeal of the district courts decision or

during the tertificaie of Public Good proceeding before the VPSB

any judicial appeal tram that proceeding and to amend the

district courts final judgment to include certain additional provisions

of Verumont law relating to Venoont Yankees operation and storage of

spent nuclear fuel front operation after March 21 2012 that were part

of the statutes the court found to be preempted in its decision but

which were not specifically included in the final judgment

Entergy Wholesale ommodities investments are subject to

impairnieni if adverse niarket conditions arise if unit ceases

operation or for certain units if their authorizations to operate are

not renewed Speciticalty regarding Vermont Yankee if Entergy

concludes that Verumout Yankee is unlikely to operate significantly

beyond its original license expiration date in March 2012 it could

result in an impairument of part or all of the carrying value of the

plant In preparing its 2111 tinancial statements Entergy evaluated

whether the carrying value of Vermont Yankee was impaired as of

December 311 2011 before the outcome of the federal court lawsuit

was known For puroses of that evaluation Entergy considered

number of factors associated with the plants continued operation

including the status of the federal lawsuit the status of the state

regulatory issues as described above the potential sale of the plant

and the application of federal laws regarding the continued operation

of nuclear facilities Based on its evaluation of those factors Entergy

determined that the carrying value of Vermont Yankee was not

impaired as of Deceniber 31 2011 As of December 31 2011 the net

carrying value of the plant including nuclear fuel is $465 million

River Bend AFUDC
The River Bend AFUDC gross-up is regulatory asset that repmesents

the incremental difference imputed by the LPSC between the AFUI

actually recorded by Entergy Gulf States Louisiana on net-of-tax

basis during the construction of River Bend and what the AFUDC

would have been on pre-tax basis The imputed amount was only

calculated on that portion of River Bend that the LPSC allowed in rate

base and is being amortized through August 2025

Reacquired Debt

The premiums and costs associated with reacquired debt of Entergys

Utility operating companies and System Energy except that portion

allocable to the deregulated operations of Entergy Gull States

Louisiana are included in regulatory assets mid are being amortized

over the life of the related new issuances in accordance witti

ratemaking treatment

Taxes Imposed on Revenue-Producing Transactions

Governmental authorities assess taxes that are both imposect on arid

concurrent with specific revenue-producing transaction between

seller and customer including but not limited to sales use value

added and some excise taxes Entergy presents these taxes on net

basis excluding them from revenues unless required to report them

differently by regulatory authority

Presentation of Preferred Stock

without Sinking Fund

Accounting standards regarding non-controlling interests and lie

classification and measurement of redeemable securities reqmnmre

the classification of preferred securities between liabilities and

shareholders equity on the balance sheet if the holders of those

securities have protective rights that allow theni to gain control of the

board of directors in certain circumstances These rights would have

the effect of giving the holders the ability to potentially redeem their

securities even if the likelihood of occurrence of these circumstances

is considered remote The Entergy Arkansas Entergy Mississippi

and Entergy New Orieans articles of incorporation provide generally

that the holders of each companys preferred securities niay elect

majority of the respective companys board of directors if dividends

are not paid for year until such time as the dividends in arrears are

paid Therefore Entergy Arkansas Entergy Mississippi and Entergy

New Orleans present their preferred securities outstanding between

liabilities and shareholders equity an the balance sheet Entergy Gulf

States Louisiana and Entergy Louisiana both organized as limited

liability companies have outstanding preferred securities with sinular

protective rights with respect to unpaid dividends but provide for the

election of board members that would not constitute majority of the

board and their preferred securities are therefore classified for all

periods presented as component of members equity

The outstanding preferred securities of Entergy Arkansas Entergy

Mississippi Entergy New Orleans and Entergy Asset Management

whose preferred holders also had protective rights until the

securifies were repurchased in December 2011 are similarly

presented between liabilities and equity on Entergys consolidated

balance sheets and the outstanding preferred securities of Entergy

Gulf States Louisiana and Entergy Louisiana are presented within
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total equity in Entergys consolidated balance sheets The preferred

dividends or distributions paid by all subsidiaries are reflected for all

periods presented outside of consolidated net income

New Accounting Pronouncements
The accounting standard-setting process including projects between

the FASB and the International Accounting Standards Board IASB to

converge U.S GAAP and International Financial Reporting Standards

is ongoing and the FASB and the IASB are each currently working on

several projects that have not yet resulted in final pronouncements

Final pronouncements that result from these projects could have

material effect on Entergys future net income financial position or

cash flows

In May 2011 the FASB issued ASU No 2011-4 Fair Value

Measurement Topic 820 Amendments to Achieve Common Fair

Value Measurement and Disclosure Requirements in U.S GAAP
and IFRSs which states that the ASU explains how to measure fair

value The ASU states that the amendments in the ASU result

in common fair value measurement and disclosure requirements

in U.S GAAP and International Financial Reporting Standards

consequently the amendments change the wording used to describe

many of the requirenients in U.S GAAP for measuring fair value and

for disclosing information about fair value measurements for

many of the requirements the FASB does not intend for the ASU to

result in change in the application of the requirements of current

U.S GAAP some of the amendments clarify the FASBs intent about

the application of existing fair value measurenient requirements and

other amendments change particular principle or requirement

for measuring fair value or for disclosing information about fair

value measurements ASU No 2011-4 is effecfive for Entergy for the

first quarter 2012 En ergy does not expect ASU No 2011-4 to affect

materially its results of operations financial position or cash flows

In September2011 the FASB issued ASU No 2011-8 Intangibles

Goodwill and Other Topic 350 Testing Goodwill for Impairment

The amendments permit an entity to first assess qualitative factors

to determine whether it is more likely than not that the fair value

of reporting unit is less than its carrying amount as basis for

determining whether it is necessary to perform quantitative

goodwill impairment assessment ASU No 2011-8 is effective for

Entergy for the first quarter 2012 The adoption of ASU No 2011-

will have no effect on Entergys results of operations financial

position or cash flows

NOTE RATE AND REGULATORY MATTERS
Regulatory Assets

OTHER REGULATORY ASSETS

Regulatory assets represent probable future revenues associated with

costs that are expected to be recovered from customers through the

regulatory ratemaking process affecting the Utility business In addit inn

to the regulatory assets that are specifically disclosed on the face of

the balance sheets the tables below provide detail of Other regulatory

assels that are included on Entergys and the Registrant Subsidiaries

balance sheets as of December 31 2011 and 2010 in millions

Asset retirement obligation recovery dependent

upon timing or deconunissioning Note .3

Deferred capacity Note Retail Rate

Proceedings Filings with the LPSC
Grand Gulf fuel non-current and power

management rider recovered through rate

riders when rates are redetermined periodically

Note Fuel md purchased power cost recovery

New nuclear generation development costs

Note

Gas hedging costs recovered through tuel rates

Pension postretirement costs

2011 2010

Note 11 Qualified Pension Plans Other Postretirenient

Benefits and Non-Qualified Pension Plms5 2542.0 1734.7

Postretirement benefits recovered through 2012

Note 11 Other Postretirement Benefits
Provision for storm damages including hurricane

costs recovered through securitization

insurance proceeds and retail rates Note
Stormu Cost Recovery Filings with

Retail Regulators

Removal costs recovered through depreciation nites

Note

River Bend AFUDC recovered through August 2025

Note River Bend AFUDC
Sale-leaseback deferral Note it Sale arid

Leaseback Transactions Grand Gulf Lease

obligations

Spindletop gas storage facility recovered through

December 2032

flansition to competition costs recovered over

15-year period through February 2021

Little Gypsy cost proceedings recovery

through securitiazation Note Entergy Luuisiana

Securitization Bonds Little Gypsy
Incremental ice storm costs recovered through 2032 11.5

Michond plant maintenance recovered over

7-year period through September 2018 12.9

Unamortized loss on reacquired debt

recovered over term or debt 108.8 122.5

Other 44.1 38
Total $4636.9 $3838.2

T/iejneisdietioiiot spit oidee ossigied the
rrgntotoiij asset to Enteigg

73ras Tie regnto toni asset ho reeei is being reeo seed and ii moetzed

Entergy Gulf States Lou is/usa As resutt bitt/rig occurs iiniiitlitij 0/si

the sonic teem as the isxo erg ad receipts n/It he snbrn tIed to En tergij

Trios Entergg Teas los recorded ieee/i abtejroni En teipj Gntf ito tis

Louisiana and Entiogg Gntf Stores Lou isiono has recorded

roerespondi rig pa gable

Does nat earn return on ineestment but is offset by retated tiab i/it/es

FUEL AND PURCHASED POWER COST RECOVERY

Entergy Arkansas Entergy Gulf States Louisiana Entergy Louisiana

Entergy Mississippi Entergy New Orleans and Entergy Texas are

allowed to recover fuel and purchased power costs through fuel

mechanisms included in electric and gas rates that are recorded

as fuel cost recovery revenues The difference between revenues

collected and the current fuel and purchased power costs is generally

recorded as Deferred fuel costs on the Utility operating companies

395.1 406.-i

15.8

12.4 17.4

56.8

30.3

2.4 4.8

916.1 1026

81.2 81.5

24.3 26.2

22.3

31 12.6

89.2

198.l 200.9

11.1



NOTES TO CoNSOLiDATED FINANCIAL STATEMENTS continued

financial statements The table below shows the amount of deferred

fuel costs as of December 31 2011 and 2010 that Entergy expects to

recover or return to customers through fuel mechanisms subject

to subsequent regulat ory review in millions

Ent ergy Arkansas

Lot ergy POt States 1auislaia

Entergy Louisiana

Eotergy Mississippi

Ent ergy New trleans

Entergy texas

21/I 00 2011 patio/c /00 nolliou /oc EuInq Gulf States Louis/aim

$1/S is illivu /oi Eu let ijy Jotiisioim 0/ $4 to ill/Oil Jot Euleiqy Neii

Hi/a as u//ad ptoebaso/ poser 0111 capacity costs i/i icli /0 IItI

iaiiesllq tots its eli ssIiacul 1111 abuse cecoeelsj p11/015 15

tale/ct ut halt liitt tote tjtc/tl to otcc p51011/15011111111 ltpelt

jucot fits

JtItIlJ/ v/on.su

Prodoc/ioo Tost A/Ioco/too Rider

The APSt approved production cost allocation rider for recovery from

customers otthe retail poilion of the costs allocated to Entergy Arkansas

u.s result of the System Agreement proceedings which are discussed in

tie System Agreement ost Equalization Proceedings section below

These costs cause an imrease in Entergy Arkansass deferred fuel cost

balance because Eutergy Arkansas pays the costs over seven months

hot collects bent trom cust oiiiers over twelve months

Lnerqy os Nec Uidci

Entergy Arkansass ntail rates include an energy cost recovery rider

to recover fuel and ptuchasecl energy costs in nionthly bills The

rider utilizes prior calendar year energy costs and projected energy

sales for he twelve-no mt period con mencing on April of each

year to develol an energy cost rate which is redeternuned annually

and includes tnieup adjustment reflectmg the over-recovery or

under-recovery including carrying charges of the energy cost for the

prior calemlar yea llo energy cost recovery rider tanff also allows

an interim rate request depending upon the level of over- or under-

recovery of fuel and purcha.sed energy costs

In early October 200T the APSC initiated an investigation into

Entergy Arkansass lot eriu energy cost recovery rate The investigation

focused on Entergy Arkansass ga contracting portfolio and

hedging practices wholesale purchases during the penod

management of the coal mx entory at its coal generation plants and

response to the cont ractmd failure of the railroads to provide coal

deliveries In March 2906 tIm APSt extended its investigation to

cover the costs included in Entergy Arkansass March 2006 annual

energy cost rate filing and hearing was held in the APSC energy cost

recovery investigation in ctober 2006

In January 21107 the APSU issued an order in its review of the energy

cost rate The APSI tound that Entergy Arkansas failed to maintain an

adequate coal inventory level going into the summer of 2005 and that

Entergy Arkansas should be responsible for any incremental energy

costs resulting from tto outages caused by employee and contractor

error the coal plant generat ion curtailments were caused by railroad

delivery juohleIas aitd Entergy Arkansas has since resolved litigation

with the railroad regarding the delivery problems The APS staff was

directed to perform an analysis with Entergy Arkansass assistance to

det em/me the additional fuel and purchased energy costs associated

with these tinclings and tile the analysis within 60 clays of the order

After final determination of the costs is made by the APSC Entergy

Arkansas would be directed to refund that amount with interest to

its customers as credit on the energy cost recovery rider Entergy

Arkansas requested rehearing of the order In March 2007 in order to

allow further consideration by the APSC the APSC granted Entergy

Arkansass petition for rehearing and for stay of the APSC ordleI

In October 2008 Entergy Arkansas filed motion to lift the stay and

to rescind the APSCs January 2007 order in light of the arguments

advanced in Entergy Arkansass rehearing petition and because the

value for Entergy Arkansass customers obtained through the resolved

railroad litigation is significantly greater than the incremental cost

of actions identified by the APSC as imprudent In December 2008

the APSC denied the motion to lift the stay pending resolutmn of

Entergy Arkansass rehearing request and the unresolved issues in the

proceeding The APSC ordered the parties to submit their unresolved

issues list in the pending proceeding which the parties did In February

2010 the APSC denied Entergy Arkansass request for rehearing and

held hearing in September 2010 to determine the amount of damages

if any that should be assessed against Entergy Arkansas decision

is pending Entergy Arkansas expects the amount of damages if any

to have an immaterial effect on its results of operations financial

position or cash flows

The APSC also established separate docket to consider the resolved

railroad litigation and in February 2010 it established procedund

schedule that concluded with testimony through September 2011

Iestimony has been filed and the APSC will decide the case based on

the record in the proceeding including the prefiled testimony

Enlergj Gulf Stales Louisiani 1111 Eltlr$jf/ I.OiiiSiIfli

Entergy Gulf States Louisiana arid Entergy Louisiana recover electric

fuel and purchased power costs for the billing month based upon the

level of such costs incurred two months prior to the hilling month

Entergy Gulf States Louisianas purchased gas adjustments include

estimates for the billing month adjusted by surcharge or credit that

arises from an annual reconciliation of fuel costs incurred with fuel

cost revenues billed to customers including carrying charges

In January 2003 the LPSC authorized its staff to initiate

proceeding to audit the fuel adjustment clause filings of Entergy

Gulf States Louisiana and its affiliates The audit included review

of the reasonableness of charges flowed by Entergy Gulf States

Louisiana through its fuel adjustment clause tor the period 1995

through 2004 Entergy Gulf States Louisiana and the LPS Staff

reached settlement to resolve the audit that requires Entergy iulf

States Louisiana to refund $18 million to customers including the

realignment to base rates of $2 million of S02 costs The ALl held

stipulation hearing and in November 2011 the LPSC issued an order

approving the settlement The refund was aiade in the November

2011 billing cycle Entergy Gulf States Louisiana had previously

recorded provisions for the estimated outeonie of this proceeding

In December 2011 the LPSC authorized its staff to initiate another

proceeding to audit the fuel adjustment clause filings of Entergy Gulf

States Louisiana anti its affiliates The audit includes review of the

reasonableness of charges flowed by Entergy Gulf States Lotiisiana

through its fuel adjustment clause for the period 2005 through 2009

In April 2010 the LPSC authorized its staff to initiate an audit of

Entergy Louisianas fuel adjustment clause filings The audit includes

review of the reasonableness of charges flowed through the fuel

adjustment clause by Entergy Louisiana for the period flout 2005

through 2009 Discovery is in progress but procedural schedule

has not been established

Enlergç ilississippi

Entergy Mississippis rate schedules include an energy cost recovery

rider that is adjusted quarterly to reflect accumulated over- or under-

recoveries from the second prior quarter Entergy Mississippis fuel

cost recoveries are subject to annual audits conducted pursuant to

the authority of the MPSC

2011

$2119.8

2./i

/5

$05.8

/7.5

$314.7

2010

61.5

77.8

8.8

t2

2.8

$77.4
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lit July 2008 the MPSC began proceeding to investigate

the fuel procurement practices and fuel adjustment schedules of

the Mississippi utility conipanies including Entergy Mississippi The

MPSC stated that the goal of the proceeding is fact-finding so that the

MPSC may decide whether to amend the current fuel cost recovery

process Ilearings were held in July aud August 2008 Further

proceedings have not been scheduled

Mississippi Alto incy Gcocrol Cotoplo itt

The Mississippi attorney general filed complaint in state court in

DeceInber 2008 against Entergy Corporation Entergy Mississippi

Entergy Services Inc and Entergy Power Inc alleging among other

things violations of Mississippi statutes fraud and breach of good

faith and fair dealing and requesting an accounting and restitution

The litigation is wide ranging and relates to tariffs and procedures

under which Entergy Mississippi purchases power not generated

in Mississippi to meet electricity demand Entergy believes the

complaint is unfounded On December 20 2008 the defendant

Entergy conipanies tiled to remove the attorney generals suit to

U.S District Court the forum that Entergy believes is appropriate

to resolve the types of federal issues raised in the suit where it is

currently pending and additionally answered the complaint and filed

counter-claim for relief based upon the Mississippi Public Utilities

Act and the Federal Power Act The Mississippi attorney general has

filed pleading seeking to remand the matter to state court In May

2000 the detendant Entergy companies filed motion for judgment

on the pleadings asserting grounds of federal preentption the

exclusive jurisdiction of the MISC and factual errors in the attorney

generals complaint

In July 2011 the attorney general requested status conference

regarding its motion to remand The court granted the attorney

generals request for status conference which was held in

September 2011 Consistent with the courts instructions both

parties suboutted letters to the court in September 2011 providing

updates on the facts of the case and the law and the court has now

taken the parties arguments under advisement

En ecqq \eu cfln ii .s

Entergy New Orleanss electric rate schedules include fuel

adjustment tariff designed to reflect no more than targeted fuel and

purchased power costs adjusted by surcharge or credit for deferred

fuel expense arising from the monthly reconciliation of actual fuel

and purchased power costs incurred with fuel cost revenues hilled

to customers including carrying charges

Entergy New Orleanss gas rate schedules include purchased

gas adjustment to reflect estimated gas costs for the hilling month

adjusted by surcharge or credit similar to that included in the

electric fuel adjustment clause including carrying charges

En tenjrj Jc.vn

Entergy Texass rate schedules immclude fixed fuel factor to recover fuel

and purchased power costs includmg carrying charges not recovered

in base rates Senu-annual revisions of the fixed fuel factor are made

in March and September based on the market price of natural gas and

changes in fuel mix The amounts collected under Entergy Texass

fixed fuel factor and any interint surcharge or refund are subject to

fuel reconciliation proceedings before the PUCT

In January 2008 Entergy Texas made compliance filing with the

PfJCT describing how its 2007 rough production cost equalization

receipts under the System Agreement were allocated between Entergy

Gulf States Inc.s Texas and Louisiana jurisdictions In Deeenmber

2008 the PU1T adopted an ALl proposal for decision recommending

an additional $18.6 million allocation to Texas retail customers

Because the PUCT allocation to Texas retail customers is inconsistent

with the LPSC allocation to Louisiana retail customers the PIJCTs

decision resulted in trapped costs between the Texas and Louisiana

jurisdictions with no mechanism for recovery Entergy Texas filed

with the FERC proposed amendment to the Syst eat Agreement

bandwidth formula to specifically calculate the payments to Entergy

Gulf States Louisiana and Entergy Texas of Eutergy Gulf States Inc.s

rough production cost equalization receipts for 2007 In May 2000 the

FERC issued an order rejecting the proposed amendutemit Because of

the FERCs order Entergy Texas recorded the effects of the PUCTs

allocation of the additional $18.6 million to Texas retail customers in

the second quarter 2000 On an after-tax basis the charge to earnings

was approximately $13.0 omillion including interest The PIJCT and

FEEC decisions are now final

In May 2009 Entergy Texas filed with the PUtT request to refund

$46.1 million including interest of fuel cost recovery over-collections

through February 2009 Pursuant to stipulation among the various

parties in June 2009 the PUCT issued an order approving refund of

$59.2 million including interest of fuel cost recovery overcollect ions

through March 20t9 The refund was made for most customers over

three-month period beginning July 2009

In October 2009 Entergy Texas filed with the PITCT request

to refund approximately $71 million including interest of fuel cost

recovery over-collections through September 2009 Pursuant to

stipulation among the various parties the PIJCf issued an order

approving refund of $87.8 million including interest of fuel cost

recovery overcollectious through October 2009 The refimd was made

for otost customers over three-month period beginning January 2010

In June 2010 Entergy Texas filed with the PUCT request to retiutmt

approximately $66 million including interest of fuel cost recovery

over-collections through May 2010 In September 2010 the PUCT

issued an order providing for $77 million refund including interest

for fuel cost recovery over-collections through Juue 2110 The refund

was made for most customers over three-mouth period beginning

with the September 2010 hilling cycle

In December 2010 Enter Texas filed with the PUCT request to

refimd fuel cost recovery over-collections through October 2ttlt Pursuant

to stipulation among the parties that was approved by the PUCT in MvIt

2011 Entergy Texas refimded over-collections through November 2ttlt of

approximately $73 million including interest througtt the refund perimsl

The refund was made for niost customers over three-month penod that

began with the February 2011 billing cycle

In December 2011 Entergy Texas filed with the PIJCT request

to refund approximately $43 million including interest of fuel cost

recovery over-collections through October 2tt 11 Entergy Texas and

the parties to the proceeding reached an agreement that Entergy Texas

will refund $67 million including interest over three-month period

which refund includes additional over-recoveries through December

2011 Entergy Texas and the parties requested that tot eriro rates

consistent with the settlement be approved effective with ttme March

2012 billing month and this request was granted by the presiding ALt

on February 16 2012

Entergy Texass December 2009 rate ease filing which is discussed

below also included request to reconcile $1.8 billion of fuel amid

purchased power costs covering the period April 2007 through

June 2009

Entergy Texass November 2011 rate case filing which is

discussed below also includes request to reconcile $1.3 billion

of fImel and purchased power costs covering the period July 2019

through June 2011
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Retail Rate Proceedings

The following chart si immarizes the Utility operating companies current retail base rates

Company

Entcrgy Arkansas

Eiilergy Gulf Stales Louisiana

Lull ergy Louisiana

Erilergy Mississippi

Entergy New rleans

Eidergy Texas

Authorized Return on Common Equity

10.2% Current retail base rates implemented in the July 2010 billing cycle

pursuant to settlement approved by the APSC

0.9% 11.4% Electric 10.0% 11.0% Gas Current retail electric base rates implemented based on Entergy Gulf

States Louisianas 2010 test year formula rate plan filing approved by the

9.45% 1.05%

10.54%- 12.72%

LPSC

and settlement approved by the PUCT

FILINGS WITH THE APSC ENTERGY ARKANSAS
Retail Ro/es

2009 I3osc Rote EIIIIIOJ

In September 2009 Entcrgy Arkansas filed with the APSC for

general change in rates charges and tariffs In June 2010 the APSC

approved settlenient and subsequent compliance tariffs thaf

provide for $63.7 riiillion rate increase effective for bills rendered

for the first hilling cycle of July 2010 The settlement provides for

10.2% retuni on comlnon equity

FILINGS WITH THE LPSC

Ioniiilii bile f9iiis lttifrIfJiJ Gul/ States Luuisiafli

cult Fleuifl Joiiisiiuia

In March 20115 the LPSC approved settlement proposal 10 resolve

various dockets covering range of issues for Entergy Gulf States

aIui.siana and Ent ergy Louisiana The settlement included the

establishment of hree-year fonnula rate plan for Entergy Gulf

Slates Louisiana that arriong ot.her provisions established return Ofl

ommon equity owl-I ioiut if 11.65% for the initial three-year tenn of the

plan antI permits Entergy Gulf States Louisiana to recover incremental

capacity costs outside of traditional base rate proceeding Under the

fonnula rate plan over- and tInder-earnings outside an allowed range

of 9.9% to 11.4% are allocated 60% to customers and 40% to Entergy

Gulf States Louisiana Enlergy Gulf States Louisiana made its initial

formula rate plan liling in June 2005 The formula rate plan was

subsequently extended one year

Entergy Louisiana niatle rate filing with the LPSC requesting

base rate increase ill January 2004 In May 2005 the LPSC approved

settlemenl that included the adoption of three-year formula rate

plan file lerms of which included all ROE laid-point of 10.25% for the

initial three-year term of the plan and permit Entergy Louisiana to

recover incremental capacity costs outside of traditional base rate

proceeding Under the fonuula rate plan over- and under-earnings

outside aru allowed regurlalory range of9.4SYoto 11.05%will be allocated

00% to customers arid ltP/o tII Entergy Louisiana The initial formula

rate plan filing was rlladt in May 21106

lbe formula rate pbms Ii ir Entergy Gulf States Louisiana and Entergy

Louisiana have subsequently been extended with return on common

equity provisions consistent with the previously approved provisions

Iii cover the 2005 2009 21111 arid 2011 test years

Retail Rates -- Electric

Eotergy Gulf States Louisiana

In October 2009 the LPSC approved settlement that resolved Entergy

Gulf States Louisianas 2007 test year filing and provided for formula

rate plan for the 2008 2009 and 2010 test years 10.65% is the target

midpoint return on equity for the formula rate plan with an earnings

bandwidth of 1- 75 basis points 9.90% 11.40% Entergy Gulf States

Louisiana effective with the Noveniber 2009 billing cycle reset its

rates to achieve 10.65% return on equity for the 2008 test year The

rate reset $44.3 million increase that includes $36.9 nullion cost of

service adjustment plus $7.4 million net for increased capacity cost.s

and base rate reclassification was implemented ftir the November

2009 billing cycle arid the rate reset was subject to refund pending

review of the 2008 test year ffling that was made in October 2009 In

January 2010 Entergy Gulf States Louisiana implemented an additional

$23.9 million rate increase pursuant to special rate implementation

filing niade in December 2009 primarily for incremental capacity costs

approved by the LPSC In May 2010 Entergy Gulf States Louisiana arid

the LPSC staff submitted joint report on the 2008 test year filing and

requested that the LPSC accept the report which resulted in $0.8

million reduction in rates effective in the June 2010 billing cycle arid

$0.5 aullion refund At its May 19 2010 nieeting the LPSC accepted

the joint report

In May 2010 Entergy Gulf States Louisiana made its formula rate

plan filing with the LPSC for the 2009 test yeac The
filing

retlected

10.25% return on common equity which is within the allowed earnings

bandwidth indicating no cost of service rate change is necessary

under the formula rate plan The filing does reflect however

revenue requirement increase to provide supplemental funding for

the decomnussioning trnst maintained for the LPSC-regulated 70%

share of River Bend in response to NRC notification of projected

shortfall of otecommissiuning funding assurance The filing also

reflected rate increase for incremental capacity costs In Jtrly 2010

the LPSC approved $7.8 million increase in the revenue requirenient

for decommissioning effective September 2010 In August 2Oltt

Entergy Gulf States Louisiana made revised 2009 test year filing

The revised filing reflected 10.12% earned ret urn on common equity

which is within the allowed earnings bandwidth resulting in rio cost

of service adjustment The revised filing
also reflected two increases

outside of the formula rate plan sharing mechanism the previously

approved decommissioning revenue requirement and $25.2

nullion for capacity costs The rates reflected in the revised filing

Current retail gas base rates reflect the rate stabilization plan filing for

the 2010 test year ended September 2010

Current retail base rates on Enitergy Louisianas 2010 test year forniula

rate plan filing approved by the LPSC

Current retail base rates reflect Entergy Mississippis latest formula rate

plan filing based on the 2010 test year and stipulation aptroved by the

MPSC

11.7% 11.5% Electric 10.25% 11.25% Gas Current retail base rates reflect Entergy New Orleanss 2010 test year

formula rate plan filing and settlement approved by the

City Council

10.125% Current retail base rates reflect Entergy Texass 2009 base rate case filing
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became effective beginning with the first billing cycle of September

2010 Entergy Gulf States Louisiana and the LPSC staff subsequently

submitted joint report on the 2009 test year filing consistent with

these terms and the LPSC approved the joint report in January 2011

In May 2011 Entergy Gulf States Louisiana made special formula

rate plan rat implementation filing with the LPSC that implements

effective with the May 2011 hilling cycle $5.1 million rate decrease to

reflect adjustments in accordance with previous LPSC order relating

to thc acquisition of Unit of the Acadia Energy Center by Entergy

Louisiana As result of the closing of the acquisition and termination

of the pre-acquisition power purchase agreement with Acadia Entergy

Gulf States Louisianas allocation of capacity related to this unit ended

resulting in reduction in the additional capacity revenue requirement

In May 2011 Entergy Gulf States Louisiana made its formula rate plan

filing with the LPSC for the 2011 test yeae The filing reflects an 11.11%

earned return on common equity which is within the allowed earnings

bandwidth indicating no cost of service rate change is necessary

under the formula rate plan The filing also reflects $22.8 million rate

decrease for incremental capacity costs Entergy Gulf States Louisiana

and the LPSC Staff subsequently filed joint report that also stated

that no cost of service rate change is necessary under the formula rate

plan and the LPSC approved it in October 2011

In November 2011 the LPSC approved one-year extension of

Entergy Gulf States Louisianas formula rate plan In addition Entergy

Gulf States Louisiana is required to file full rate ease by January 2013

if the LPSC has not acted to deny the requested transmission change-

of-control to the MISO RTO If the LPSC has denied this request then

the rate ease must be ified by September 30 2012

Letergy Lou /suxoo

In October 2009 the LPSC approved settlement that resolved Entergy

Louisianas 2006 and 2007 test year filings and provided for new

formula rate plan for the 2008 2009 and 2010 test years 10.25% is

the target midpoint return on equity for the formula rate plan with an

earnings bandwidth of /-SO basis points 9.45% 11.05%

Entergy Louisiana was permitted effective with the November 2009

hilling cycle to reset its rates to achieve 10.25% return on equity for

the 2008 test year The rate reset $2.5 million increase that included

$16.3 million cost of service adjustment less $13.8 million net

reduction for decreased capacity costs and base rate reclassification

was implemented for the November 2009 billing cycle and the rate

reset was subject to refund pending review of the 2008 test year filing

that was made in October 2009 In April 2010 Entergy Louisiana and

the LPSC staff submitted joint report on the 2008 test year filing and

requested that the LPSC accept the report which resulted in $0.1

million reduction in rates effective in the May 2010 billing cycle and

$0.1 million refund In addition Entergy Louisiana moved the recovery

of approximately $12.5 million of capacity costs from fuel adjustment

clause recovery to base rate recovery At its April 21 2010 meeting the

LPSC accepted the joint report

Irt May 2010 Entergy Louisiana made its formula rate plan filing with

the LPSC for the 2009 test year The
filing reflected 10.82% return

on common equity which is within the allowed earnings bandwidth

indicating no cost of service rate change is necessary under the formula

rate plan The filing does reflect however revenue requirement

increase to provide supplemental funding for the decommissioning

trnst maintained for Waterford in response to NEC notification of

projected shortfall of decommissioning funding assurance The filing

also reflected rate change for tneremental capacity costs In July

201t the LPSC approved $3.5 million increase in the retail revenue

requirement for decommissioning effective September 2010 In

August 2010 Entergy Louisiana made revised 2009 test year formula

rate plan filing The revised filing reflected 10.82% earned return

on common equity which is within the allowed earnings bandwidth

resulfing in no cost of service adjustnient The filing also reflected two

increases outside of the formula rate plan sharing mechanism the

previously approved decommissioning revenue requirement and

$2.2 million for capacity costs The rates reflected in the revised filing

became effective beginning with the first billing cycle of September

2010 Entergy Louisiana and the LPSC staff subsequently submitted

joint report on the 2009 test year filing consistent with these terms and

the LPSC approved the joint report in December 2010

In May 2011 Entergy Louisiana made special formula rate plan

rate implementation filing with the LPSC that implements effective

with the May 2011 billing cycle $43.1 million net rate increase to

reflect adjustments in accordance with previous LPSC order relating

to the acquisition of Unit of the Acadia Energy Center The net rate

increase represents the decrease in the additional capacity revenue

requirement resulting from the termination of the power purchase

agreement with Acadia and the increase in the revenue requirement

resulting from the ownership of the Acadia facility In August 2111

Entergy Louisiana made filing to correct the May 2011 filing and

decrease the rate by $1.1 million

In May 2011 Entergy Louisiana made its fornumla rate plan filing with

the LPSC for the 2010 test year The filing reflects an t.07% earned

return on common equity which is just outside of the allowed earnings

bandwidth and results in no cost of service rate change under the

formula rate plan The filing also reflects very slight $9 thousand rate

increase for incremental capacity costs Entergy Louisiana and the LPSC

Staff subsequently ified joint report that reflects an 11.07% earned

return and results in no cost of service rate change under the formula

rate plan and the LPSC approved the joint report in October 2011

In November 2011 the LPSC approved one-year extension of Entergy

Louisianas current formula rate plan The next formula rate plan filing

for the 2011 test year will be made in May 2012 and will include

separate identification of any operating and maintenance expense

savings that are expected to occur once the Watertord steaiu generator

replacement project is complete Pursuant to the LPSC decision from

September 2012 through December 2012 earnings above an 11.05%

return on conimon equity based on the 2011 test year would he aecrned

and used to offset the Watertord replacement steani generator revenue

requirement for the first twelve months that the unit is in rates If the

project is not in service by January 2013 earnings above 10.25%

return on common equity based on the 2011 test year for the period

January 2013 through the date that the project is placed in service

will he acerned and used to offset the incremental revenue requirement

for the first twelve months that the unit is in rates Upon the in-service

date of the replacement steam generators rates will increase subject to

refrmd following any prndence review by the full revenue requirement

associated with the replacement steam generators less the previously

acerned excess earnings from September 2012 until the in-service date

and ii any earnings above 10.25% return on common equity based on

the 2011 test year for the period following the in-service date provided

that the excess earnings acerned prior to the in-service date shall only

offset the revenue requirement for the first year of operation of the

replacement steam generators These rates are anticipated to remain in

effect until Enter Louisianas next full rate case is resolved Enter
Louisiana is required to ifie full rate case by January 2013 if the LPSC

has not acted to deny the requested transmission change-ot1eontrol to

the MISO RTO If the LPSC has denied this request then the rate ease

must be ified by September 30 2012

chill Rates Gas Eatery Gulf States Louiszanaj

In January 2012 Entergy Gulf States Louisiana filed with the LPSC its

gas rate stabilization plan for the test year ended September 30 2011

The filing showed an earned return on conunon equity of lt.48%

which is within the earnings bandwidth of 10.5% plus or minus fifty

basis points The sixty-day review and comment period for this
filing

remains open
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In January 2011 Entergy Gulf States Louisiana filed with the LPSC

its gas rate stahilizat ion plan for the test year ended September 30

2011 The filing showed an earned return on common equity of 8.84%

and revenue deficiency of $tl.3 niitlion In March 2011 the LPSC

Staff filed its findings suggesting an adjustment that produced an

11 .7ti% earned retuni on common equity for the test year and $0.2

million rate reduction Entergy Gulf States Louisiana implemented

the $.2 million raft reduction effective with the May 2011 billing

cycle The LPSC docket is now closed

In January 20 itt Entergy Gulf States Louisiana filed with the LPSC its

gas rate stabilization plan for the test year ended September 30 2tIOO

The filing showed an earned return on common eqcuty of 10.87% which

is within the earnings iimdwidth of 10.5% plus or minus fifty basis points

resulting in no rate change In April 201 Entergy Gutf States Lornsiana

filed revised evaluation report reflecting changes agreed upon with the

IYSC Staff The revised evaluation report also resulted in no rate change

FILINGS WITH THE MPSC ENTERGY MISSISSIPPI

IoHoiIl.i 11111 /Ito Iiocjs

In September 2000 Eat ergy Mississippi filed with the MPSC proposed

modifications to its fornoila rate plan rider In March 2010 the MPSC

issued all order providing the opportunity for reset of Entergy

Mississippis return au common equity to point within the formula

rate plan bandwidth and eliminating the 51/SO sharing that had been

iii he plan modifying he performance measurement process antI

replacing he revenne change limit of two percent of revenues

which was subject to $14.5 million revenue adjustment cap with

limit of four percent of revenues although any adjustment above

two percent requires bearing before the MPSC The MPSC did not

approve Entergy Mississippis request to use projected test year for

its annual scheduled for inula rate plan filing and therefore Entergy

Mississippi will continue to use historical test year for its annual

evaluat tim reports uniter lie lan

In March 2010 Entergy Mississippi submitted its 2000 test year

tiling its first annual tiling under thc new forninla rate plan rider In

June 201t the MPS approved joint stipulation between Entergy

Mississippi and the Mississippi Public ftilities Staff that provides for

no change ill rat ts mu does provide for tile deferral as regulatory

asset of $3.9 million tif legal expenses associated with certain litigation

invoivmg the Mississippi Attorney General as well as ongoing legal

expenses io hat litigation until tile litigation is resolved

In March 2011 Entergy Mississippi submitted its fonnula rate plan

201 test year filing The fit ing shows an earned return on common equity

of 11.65% for the test year which is within tile earnings bandwidth and

results in 110 change in rates In November 2011 the MPSC approved

joint stipulation between Ent ergy Mississippi and thc Mississippi Public

ttilities Staff that provides for no change in rates

FILINGS WITH THE Ci COUNCIL ENTERGY NEW ORLEANS
Ot7mlIihi Note IIan

On July 11 2115 Entergy New Orleans filed an electric and gas base

rate case with the ity ouncil On April 2000 the City Council

approved conmprehensive settlement The settlement provided for

net $35.3 million reduction iii conmbincd fuel and nonfuel electric

revenue reqmuninent including conversion of $10.6 million voluntary

recovery credit implemented in January 2008 to apennanent reduction

and substantial realignment of Grand Gulf cost recovery from fuel to

electric base rates and 84.9.5 million gas base rate increase both

effective lone 2009 with adjustment of the customer charges for all

rate cla.sscs new hmree-year forno La rate plan was also adopted with

teims imlnding an 11.1% henchmark electric return on common equity

ROE with /- 40 basis pcant bandwidth and 10.75% benchmark

gas ROE with /- basis point bandwidth Earnings outside tile

tmandwidth ieset tim the nnmtpoint benchmark ROE with rates changing

on prospective basis depending on whether Enfergy New Orleans is

over- or under-earning The fornuula rate plan also includes recovery

mechanism for City Council-approved capacity adchtions plus

pmovisions for extraordinary cost changes and torce majeure events

In May2010 Entergy New Orleans ified its electric and gas foniiula rat

plan evaluation reports The fflings requested $12.8 nullion electric base

revenue decrease and $2.4 milhon gas base revenue increase Entergy

New Orleans anti the City Councils Advisors reached set tlemnent that

resulted in an $18.0 million electric base revenuc decrease and zero gas

base revenue change effective with the October 201 hilling cycle The

City Council approved the settlement in November 2010

In May 2011 Entergy New Orleans filed its electric and gas

formula rate plan evaluation reports for the 201 test year The filings

requested $6.5 million electric rate decrease and $1.1 million gas

rate decrease Entergy New Orleans and the City Councils Advisors

reached setfiement that results in an $8.5 nullion increniental elect nc

rate decrease and $1.6 million gas rate decrease The settlemcnt

also provides for the deferral of $13.4 million of Michoud plant

maintenance cxpenses incurred in 2010 and the establishment of

regulatory asset that will he amortized over the period October 2011

through September 2018 The City Councit approved the settlement

in Septenther 2011 The new rates were effective with the first hilling

cycle of October 2011

The 2008 rate case settlement also included $3.1 million per year in

electric rates to fi.md the Energy Smart energy efficiency programs

In September 2000 the City Council approved the energy efficiency

pmgranus filed by Entergy New Orleans The rate settlenient prnicles

an incentive for Entergy New Orleans to meet or exceed energy savings

targets set by the City Council and provides mechanism for Entergy

New Orleans to recover lost contribution to fixed costs associated with

the energy savings generated from the energy efficiency progranis

FILINGS WITH THE PUCT AND TEXAS CITIES

ENTERCY TEXAS
Retail Rates

2009 Rote Case

In December 2009 Entergy Texas flied rate case requesting $19S.7

nullion increase reflecting an 11.5% return on common quit hased

on an adjusted June 2009 test year The rate case also includes $2.8

million revenue requirement to provide supplemental funding for the

decommissioning trnst maintained for the 70% share of River Bench

for which Entergy Texas retail customers art partially responsiblc

in response to an NRC notification of projected shortfall of

deconmmnissioning funding assurance Beginning in May 2010 Entergy

Texas impleauented $17.5 million interim rate increase subject to

refund Intenenors and Pt JCT Staff filed testiniony reconuricncling

adjustments that would result in maxinluni rate increase based aim

the PUCT Staffs testimnony of $58 million

The parties filed settlement in August 2011 intended to resolve

the rate case proceeding The settlement provides for $59 million

base rate increase for electricity usage beginning August 15 20 10

with an additional increase of $9 million for bills rendered beginning

May 2011 The settleunent stipulates an authorized return on equity

of 10.125% The settlement states that Entergy Texass fuel costs for

the period April 2007 through June 2009 are reconciled with $3.25

million of disallowed costs which were included in an interinn fuel

refund The settlement also sets River Bend decommissioning ccusls

at $2 million annually Consistent with the settlement in the third

quarter 2010 Entergy Texas amortized $11 million of nit case costs

The PUCT approved the settlement in December 2010

2011 Rotc Co-se

In November 2011 Entergy Texas filed rate case requesting $112

million base rate increase reflecting an 11.6% return on conumon
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equity based on an adjusted June 2011 test year The rate case also

proposed purchased power recovery rider The parties have agreed

to procedural schedule that contemplates final decision by July 30

2012 with rates relating back to June 303012 On January 12 2012 the

PtJCT votcd not to address thc purchased power recovery rider in the

current rate case but the PUCT voted to set baseline in the rate case

proceeding that would he applicable if purchased power capacity

rider is approved in separate proceediug

System Agreement Cost Equalization Proceedings

The Utility operating companies historically have engaged in the

coordinated planning construction and operation of generating

and bulk transmission facilities under the terms of the System

Agreement which is rate schedule that has been approved by the

FEEC Certain of the Utility operating companies retail regulators

and other parties are pursuing litigation involving the System

Agreement at the FERC The proceedings include challenges to

the allocation of costs as defined by the System Agreement and

allegations of imprudence by the Utility operating companies in their

execution of their obligations under the System Agreement

In June 2005 the FERC issued decision in System Agreement

litigation that had been commenced by the LPSC and essentially

affirmed its decision in December 2005 order on rehearing The

FERC decision concluded among other things that

The System Agreement no longer roughly equalizes total

product ion costs among the TJtility operating companies

lo order to reach rough production cost equalization the FEEC

imposed bandwidth remedy by which each companys total

animal production costs will have to be within 1- 11% of Entergy

System average tot at annual production costs

In calculating the production costs for this purpose under the

FERCs order output from the Vidalia hydroelectric power plant

will not reflect the actual Vidalia price for the year but is priced

at that years average price paid by Entergy Louisiana for the

exchange of electric energy under Service Schedule MSS-3 of the

Systeni Agreement thereby reducing the amount of Vidalia costs

rettected in the comparison of the Utility operating companies

total production costs

The remedy ordend by FERC in 2005 required no refunds and

became effective based on calendar year 2006 production costs

and the first reallocation payments were made in 2007

The LPSC APSC MPSC and the Arkansas Electric Energy Consumers

appealed the FERCs decision to the United States Court of Appeals tor

the D.C Circuit Entergy and the City of New Orleans intervened in the

various appeals The D.C Circuit issued its decision in April 2008 The

D.C Circuit concluded that the FERCs orders had failed to adequately

explain both its conclusion that it was prohibited from ordering refunds

fur the 20-month period from September 13 2001 May 2003 and its

determination to implement the bandwidth remedy commencing on

January 20t16 rather than June 2005 The l.C Circuit remanded the

case to FERC for further proceedings on these issues

On October 20 2011 the FERC issued an order addressing the

D.C Circuit remand on these two issues On the first issue the

FERC concluded that it did have the authority to order refunds

but decided that it would exercise its equitable discretion and not

require refunds for the 20-month period from September 13 2001

May 2003 Becanse the ruling on refunds relied on findings in

the interruptible load proceeding that is discussed below the FEIIC

concluded that the refund ruling will be held in abeyance pending the

outcome of the rehearing requests in that proceeding On the second

issue the FERC reversed its prior decision and ordered that the

prospective bandwidth remedy begin on June 2005 the date of its

initial order in the proceeding rather than January 2006 as it had

previously ordered Pursuant to the October 20 2011 order Entergy

was required to calculale the additional bandwidth payments for

the period June December 2005 utilizing the bandwidth formula

tariff prescribed by the FERC that was filed in December 2006

compliance filing and accepted by the FEEC in an April 2007 order

As is the case with bandwidth remedy payments these payments

and receipts will ultimately be paid by titility operating company

customers to other Utility operating company customers

In December 2011 Entergy filed with the FEEC its eunipliance

filing that provides the payments and receipts among the Utility

operating companies pursuant to the FEIICs October 2011 order

The filing shows the following payments/receipts among the Utility

operating companies in millions

Entergy Arkansas

Entergy Gulf States Louisiana

Entergy Louisiana

Entergy Mississippi

Entergy New Orleans

Entergy Texas

The FERCs decision reallocates total production costs of the Utility

operatmg companies whose relative total production costs expressed as

percentage of Entergy System average production costs are outside an

upper or lower bamlwidth Under the current circumstances this will

be accomplished by payments from Utility operating companies whose

production costs are more than 11% below Entergy System average

prod mction costs to Utility operating companies whose production

costs are inure than the Entergy System average production cost with

payments going first to those tTtility operating companies whose total

production costs are farthest above the Entergy System average

Assessing the potential effects of the FERCs decision requires

assumptions regarding the future total production cost of each tJtility

operating company which assumptions include the mix of solid fuel

arid gas-fired generation available to each company and the costs of

natural gas and purchased power Entergy Louisiana Entergy Gulf

States Louisiana Entergy Texas and Entergy Mississippi are more

dependent upon gas-fired generation sources than Entergy Arkansas

or Entergy New Orleans Of these Entergy Arkansas is the least

dependent upon gas-fired generation sources Therefore increases in

natural gas prices likely will increase the amount by which Entergy

Arkansass total production costs are below the Entergy System

average promluction costs

Entergy Arkansas made its payment in January 2012 In February 2012

Entergy Arkansas filed for an interim adjustment to its production cost

allocation rider requesting that the $156 million paynwnl he icllected

fronm customers over the 22-month period from March 2012 through

December 2013 On February 27 2012 the APSC staff responded to

Entergy Arkansass filing and requested that the APSC detennine

whether Entergy Arkansas must make request separate from the

production cost allocation rider to ask for recovery of the payment

and find that Arkansas law does not allow retroactive rat emaking

and not permit recovery of the payment from customers through ttme

production cost allocation rider In the alternative the APSC statI

requested that the APSC detennine that an interim production cost

allocation rider rate does not become effeefive without an APSC order

The LPSC and the AP8C have requested rehearing of the FEECs

October 2011 order The APSC LPSC the PtICT and other parties

intervened in the December 2011 compliance filing proceeding and

the APSC and the LPSC also filed protests

CALENDAR YEAR 2011 PRODUCTION CosTs

The liabilities and assets for the preliminary estimate of the payments

and receipts required to implement the FERCs remedy based on

calendar year 2011 production costs were recorded in December 2011

Payments or Receipts

$156

175

$3t

142
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based oci cccl am yenIc dat nilormation The preliminary estimate

was recorded based oii the toHowing estimate of the payments/receipts

among th tilltV oceratiicg companies for 2012 in millions

Payments or Receipts

lhitergy Arkansas 37

lnIcigy itch Slates Loiiisiiiiiii

Li it ergs Lie tisiana

Liilerg Mississiicpi

Lii crgy Ncw rhcacis

Lictergy lexas

IIie actual paymcnts/ieccil its for 20t2 based on calendar year 2011

production costs witi out tic calculated cmtil the Utility operating

compames FEEt Fona Is have been filed Once the calculation is

completed it will Is tilcd at the FEEt The level of any payments and

receipts is sigoiticantly afhctect by number of factors including among

others weather ttce pine of alternative fuels the operating characteristics

of the Lotergy System gcneratiicg fleet and multiple factors affecting the

calculation of the noit-ticct related revcnue requirement components of the

total production costs such as plant investment

JO ii Ru/i isbn rh ii on oicndat lcat 2010

Prodou colt ost

In May 2011 Entergy tihit with the FEEt the 2t11 rates iii accordance

with the FEWs orders in the System Agreement proceeding The filing

shows 11cc following payments/receipts among the Utility operating

companics ci 2111 iascc on calendar ycar 2110 production costs

con onencing for sersicc in .tcoie 2011 are necessary to achieve rough

prodccct ion ci ist eqnatizat ii in under he FEECs orders in millions

Payments or Receipts

Litcrgy Arkansas 77

Fiitcigv traIt Ktatcs lAlnisiaica $1 12

FSct crgy lliii5iiiiii

Lictergy Mississippi

Liturgy New Irteteis

Entergy Texas

Several lunlies iiitervcneit in the proceeding at the FERC including the

LPSt which tilect protest as well In July 2111 the FERC accepted

Eictcrgys propnscd rates for tiling effectivc June 2011 suhect

to rehncit set the pnseeding for hearing procedures and then held

hose procei nrcs iii ctce ance pending FEEt decisions in the prior

production cost proceedi igs currently before thc FEEC oct review

PRIoR YEARS ROLJGt-i PRoDucTIoN

COST EQUALIZATtON RATES

Each May sincc 20tt7 Entergy has tiled with 11cc FEEC thc rates to

implciuent ttic FEEt orcters in thc System Agreement proceeding

Ilicsc tilings show thc fiithwing payments/receipts among the Utility

operating cciinpames an icccessary to achieve rough production cost

ecpcalizat ion as clctinci 11cc FEEts orders in millions

tict irgy

rka nuts

Lictcrgy Gut

Shalts

li ccci sit ccitt

En ervi

Ia im.iisicc dii

Ent rgv

II ssissi
cj

ci

En erg

Ntis Irctuis

Lot irgy texas

2007 Payments 2008 Payments 2009 Payments 2010 Payments

or or or or

tReceipts Based tReceipts Based tReceipts Based tReceipts Based

on 2006 Costs on 2007 Costs on 2008 Costs on 2009 Costs

The APSC has approved production cost allocation riclcr for

recovery from customers of the retail portion of the costs allocated

to Entergy Arkansas Management believes that any changes inc thc

allocation of production costs resulting from the FEECs decision and

rclatecl retail proceedings should result in similar rate changes for retail

customers subject to specific circumstances that have caused trapped

costs See Fuel and purchased power cost recovery Entergy Texas

above for discussion of PUCT decision that resulted in $l8.ti million

of trapped costs between Entergys Texas and Louisiana jurisdictions

See 2007 Rate Filing Based on Calendar Year 2006 Production Costs

below for discussion of FEEC decision that could result in $14.5

million of trapped costs at Entergy Arkansas

Based on the FEECs April 27 2007 order on rehearing that is

discussed above in the second quarter 2007 Entergy Arkansas

recorded accounts payatde and Entergy Gulf States Louisiana

Entergy Louisiana Entergy Mississippi anti Entergy Texas recorded

accounts receivable to reflect the rough production cost equalization

payments and receipts required to implement the FEECs remedy

based on calendar year 2006 production costs Entergy Arkansas

recnrded corresponding regulatory asset for its right tc collect thc

payments from its customers and Entergy Gulf States Louisiana

Entergy Louisiana Entergy Mississippi and Entergy Texas recorded

corresponding regulatory liabilities for their obligations to pass thc

receipts on to their customers The companies have followed tlus

same accounting practice each year since then The regulatory asset

and liabilities are shown as System Agreement cost equalization on

the respective balance sheets

2007 Rate Piiinq Based on Calendar lear 2006

JflIJjon o.ss

Several parties intervened in the 2007 rate proceeding at the FEEC

including the APSC the MPSC the Council ann the LPSC which have

also filed protests The PIICT also intervened Intervenor testimony

was ified in which the intervenors and also the FEEC Staff advocated

number of positions on issues that affect the level of production costs

the individual Utility operating companies are permitted to reflect inc

the bandwidth calculation including the level of deprcciation and

decommissioning expense for nuclear facilities Ttce effect of the various

positions would be to reallocate costs among the Utility operating

companies The Utility operating companies filcd rebuttal testimony

explaining why the bandwidth payments are properly recoverable under

the AmerenUE contract anti explaining why the positions of FEEC St aft

and intervenors on the other issues should be rejected hearing in this

proceeding concluded in July 2008 and the ALl issued an initial decision

in September 2008 The ALTs initial decision concluded among other

things that the decisions to nut exercise Entergy Arkansass option

to purchase the Independence plant in 1996 and 1997 were prudent

Entergy Arkansas properly flowed portion of the bandwidth payments

throccgh to AmerentJE in accordance with the wholesale power contract

and the levcl of nuclear clepreciation and decommissioning expense

reflected in thc bandwidth calculation should lit calculated based on

NRC-authorized license life rather than the nuclear depreciation and

decommissioning expense authorized by the retall regulators for

purposes of retail ratemaking Following briefing by the parties the

41
matter was submitted to the FEEC for decision On January Il 2011

the FEEC issued its decision both affirming and overturning certaln

of the ALls rulings including overturning the decision on nuclear

cIepreciation and decommissioning expense The FEECs conclusion

$122 related to the AmerenUE contract does not permit Entergy Arkansas to

recover portion of its bandwidth payment from AnierentJE The Utility

$13
operating companies requested rehearing of that portion of the clecisiuct

and requested cIarification on certain other portions of the decision

37

$40

$LII

hIlt

ti

252

$024

1/tO

.1 20

65

391

$107

140

24

119bhhi
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AmerenUE argued that its current wholesale power contract with

Entergy Arkansas pursuant to which Entergy Arkansas sells power

to AmerenUE does not permit Entergy Arkansas to flow through to

AmerenUE any portion of Entergy Arkansass bandwidth payment

According to AmerenUE Entergy Arkansas has sought to collect froni

AmerenUE approximately $14.5 million of the 2007 Entergy Arkansas

bandwidth payment The AmerenUE contract expired in August 2009

In April 2008 AinerenUE filed complaint with the FERC seeking

refunds of ttds amount plus interest in the event the FEEC ultimately

determines that baiidwidth payments are not properly recovered

under the AmerenUE contract In response to the FEECs decision

discussed in the previous paragraph Entergy Arkansas recorded

regulatory provision in the fourth quarter 2009 for potential refund

to AnierenUE

2008 Rate Filing Based on alendar lear 2007

Produetou os/s

Several parties intervened in the 2008 rate proceeding at the FEEC
including the APSC the LPSC and AmerenUE which have also filed

protests Several other parties including the MPSC and the City

Councit have intervened in the proceeding without filing protest

In direct testimony filed on January 2009 certain intervenors and

also the FEEC staff advocated number of positions on issues that

affect the level of production costs the individual Utility operating

conipanies are permitted to reflect in the bandwidth calculation

including the level of depreciation and decommissioning expense

for the nnclear and fossil-fueled generating facilities The effect of

these various positions would he to reallocate costs among the Utility

operating companies In addition three issues were raised alleging

iinpnidence by the Utility operating companies including whether the

Utility operating companies had properly reflected generating units

minimum operating levels for purposes of making unit commitment

and dispatch decisions whether Entergy Arkansass sales to third

parties from its retained share of the Grand Gulf nuclear facility were

reasonable prudent and non-discriminatory and whether Entergy

Louisianas long-term Evangeline gas purchase contract was prudent

and reasonable

The parties reached partial settlement agreement of certain of

the issues initially raised in this proceeding The partial settlement

agreement was conditioned on the FERC accepting the agreement

without modification or condition which the FEEC did on August

24 2009 hearing on the remaining issues in the proceeding was

completed in June 2009 and in September 2009 the AlA issued an

inifial decision The initial decision affirms Entergys position in

the filing except for two issues that may result in reallocation of

cosis among the Utility operating companies In October 2011 the

FEEC issued an order on the AUs initial decision The FERCs order

resulted in minor reallocation of payments/receipts among the Utility

operating companies on one issue in the 2008 rate filing Entergy

made corTipliance filing in December 2011 showing the updated

paymentlreceipt amounts The LPSC ified protest in response to the

comphance tiling

2009 Rate Filing Based on Calendar Year 2008

Production Costs

Several parties intervened in the 2009 rate proceeding at the FEEC
including the LPSC arid Ameren which have also filed protests In July

2009 the FEIIC accepted Entergys proposed rates for filing effective

June 2009 subject to refund and set the proceeding for hearing and

settlement procedures Settlement procedures were terminated and

hearing hefore the ALT was held in April 2010 hi August 2010 the

AU issued an initial decision The initial decision substantially affirms

Entergys position in the filing except for one issue that may result

in some reallocation of costs aniong the Utility operating conipanies

The LPSC the FEEC trial staff and Entergy have submitted briefs on

exceprions in the proceeding

2010 Rate Iiling Based on Calendar Year 2009

J.Jfg./j01 os/s
In May 2010 Entergy filed with the FERC the 2010 rates in accordance

with the FERCs orders in the System Agreement proceeding arid

supplemented the filing in September 2010 Several parties intervened

in the proceeding at the FEEC including the LPSC and the City

Council which have also filed protests In July 2010 the FERC accepted

Entergys proposed rates for filing effective June 2010 subject to

refund and set the proceeding for hearing and settlement procedures

Settlement procedures have been ternunated and the ALl scheduled

hearings to begin in March 2011 Subsequently in January 2011 the AU
issued an order directing the parties and FERC Staff to show cause

why this proceeding should not be stayed pending the issuance rif

FEEC decisions in the prior production cost proceedings currently

before the FERC on review In March 2011 the AU issued an order

placing this proceeding in abeyance

INTERRUPTIBLE LOAD PROCEEDING
In April 2007 the U.S Court of Appeals for the D.C Circuit issued its

opinion in the LPSCs appeal of the FEE Cs March 2004 and April 2005

orders related to the treatnient under the System Agreement of the

Utility operating companies interruptible loads In its opinion the Dt
Circuit concluded thai the FEEC acted arbitrarily and capriciously

by allowing the Utility operating companies to phase-in the effects

of the elimination of the interruptible load over 12-month period of

time failed to adequately explain why refunds could riot be ordered

under Section 206c of the Federal Power Act and exercised

appropriately its discretion to defer addressing the cost of sulfur

dioxide allowances until later time The D.C Circuit renianded the

niatter to the FEEC for more considered determination on the issue

of refunds The FERC issued its order on reniand in Sept ember 20tt7

in winch it directed Entergy to make compliance filing removing all

interruptible load from the computation of peak load responsibility

commencing April 2004 and to issue any necessary refunds to

reflect this change In addition the order directed the Utility operating

companies to niake refunds for the period May 1995 through July 1996

In November 2007 the Utility operating companies filed refund repori

describing the refunds to be issued pursuant to the FEECs orders The

LPSC filed protest to the refund report iii December 2007 arid the

Utility operating conipanies filed an answer to the protest in January

2008 The refunds were niade in October 2008 by the Utility operating

companies that owed refunds to the Utility operating companies

that were due refund under the decision The APSC and the Utility

operafing companies appealed the FERC decisions to the D.C Circuit

Because of its refund obligation to its custoniers as result of this

proceeding and related LPSC proceeding Entergy Louisiana recorded

provisions during 2008 of approximately $16 million including interest

for rate refunds The refunds were made in the fourth qoarier 2009

Following the filing of petitioners initial briefs the FEEC filed

motion requesting the D.C Circuit hold the appeal of the FERCs

decisions ordering refunds in the interruptible load proceeding iii

abeyance and remand the record to the FEEC The D.C Circuit

granted the FEECs unopposed niotion iii June 2009 Tn December 2009

the FEEC established paper hearing to determine whether the FERC

had the authority and if so whether it would be appropriate to order

refunds resulting from changes in the treatment of interruptible load in

the allocation of capacity costs by the Utility operating companies In

August 2010 the FERC issued an order stating that it has the authority

and refunds are appropriate The APSC MPSC and Entergy requested

rehearing of the FERCs decision In June 2ttll the FERC issued mi

order granting rehearing in pari and denying rehearing in part in
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which the FEEt determoied to invoke its discretion to deny refunds

The FEW held thai in this case where the Entergy system as whole

collected the proper level of revenue hut as was later established

incorrecily allocated peak load responsibility among the various

Enlergy operating companies.. the tommission will apply here our

usual practice in such cases invoking our equitable discretion to not

order retuods notwithsiamling our authority to do so. The LPSC has

requested rehearing of the FEEts June 2011 decision On October

2011 the FEEt issued an rder Establishing Paper Hearing inviting

parties thai oppose refunds to file briefs within 30 days addressing the

LPSCs argument thai FEEt precedent supports refunds under the

circumstances present in ibis proceeding Parties that favor refunds

were then invited to tile reply briefs within 21 lays of the date that the

initial briefs are due finds were suboutted and the matter is pending

In September 2010 the FEW had issued an order setting the refund

report tiled in the proceeding in November 20117 for hearmg and

settlement judge procedures In May 2t111 Entergy filed settlement

agreement that resolved all issues relating to the refund report set for

bearing In lone 2111 the settlement judge certified the settlement as

uncontested and the settlement agreement is currently pending before

the FEW In July 211 Entergy filed an amendedlcurrected refund

report and motion to deter action on the settlement agreement until

after the FERC rules on the LPSCs rehearing request regarding the

lone 2111 decision denymg refunds

Prior to the FERts June 2111 order on rehearing Entergy Arkansas

tiled an application in November 201t with the APSC for recovery of the

refund that it pmd itie APSt denied Entergy Arkansass application

and also denied Entergy Arkansass petition for rehearing If the FERC

were to order Entergy Arkansas to pay refunds on rehearing in the

iiiterruptihle load proceeding the APSCs decision would trap FERC

approved costs at Entergy Arkansas with no regulatory-approved

mechanism to recover them In August 2011 Entergy Arkansas filed

coniplamt in the oiled States District Court for the Eastern District

of Arkansas asking for declaratory judgment In the complaint

Entergy Arkansas asks the court to declare that the rejection of Entergy

Arkansass application by the APSC is preempted by the Federal Power

Act The APSL tiled nmtion to dismiss the complaint trial in the

proceedmg is scheduted br .Iuly 2012

Entergy Arkansas Opportunity Sales Proceeding

In lone 20tt9 the LPSC tiled complaint requesting that the FERC

determine that certain of Entergy Arkansass sales of electric energy

to tlurd parties violated the provisions of the System Agreement

that allocate the energy generated by Entergy System resources

nprudently denied the Entergy System and its ultimate consumers

the benetits of low-cost Ent ergy System generating capacity and

violated the provision of the System Agreement that prohibits

sales to third parties by individual companies absent an offer of

right-of-tirst-refusal to ottier tility operating companies The LPSCs

Complaint challenges sales made beginning in 2002 and requests

refunds On July 20 2ttttft the Utility operating coniparries filed

response to the complaint requesting that the FERC dismiss the

complaint on the iuerits without hearing because the LPSC has failed

to meet its burden of showing any violation of the System Agreement

and failed to produce any evidence of imprudent action by the Entergy

System In their response the ITtility operating companies explained

that the Systeni Agreenient clearly conteoqilates that the Utility

operating iuiopanies may make sales to third parties for their own

account suIject to the requirement that those sales be included in

the load or load shape tur the applicable Utility operating company

The response further explains that the FEEC already has determined

that Entergy Arkansass short-term wholesale sales did not trigger the

right-of-first-refusal pnnisiou of the System Agreement While the

f.t tircuit recently determined that the right-of-first-refusal issue

was not properly before the FERC at the time of its eamlier decision on

the issue the LPSC has raised no additional claims or facts that would

warrant the FERC reaching different conclusion On December

2009 the FERC issued an order setting the matter for hearing and

settlement procedures

The LPSC filed direct testimony in the proceeding alleging anmong

other things that Entergy violated the Systeni Agreement by

permitting Entergy Arkansas to make non-requirements sales to nun-

affiliated third parties rather than making such energy available to

the other Utility operating companies customers and that over

the period 2000 2009 these non-requirements sales caused harni

to the Utility operating coolpanies customers of $144 million arid

these customers should be compensated for this harm by Entergy In

subsequent testimony the LPSC modified its original damages claim in

favor of quantifying damages by re-ninning intra-system bills which

has not occurred The Utility operating companies believe the LPSCs

allegafions are without merit hearing in the matter was held in

August 2010

In December 2010 the ALl issued an initial decision The ALl fouml

that the Systeni Agreement allowed for Entergy Arkansas to make the

sales to third parties but concluded that the sales should be accounted

for in the same manner as joint account sales The AU concluded

that shareholders should make refunds of the damages to the Utility

operating companies along with interest Entergy Corporatmn or

an Entergy Corporation subsidiary is the shareholder of each of the

Utility operating companies Entergy disagrees with several aspects

of the ALls initial decision and in January 2011 tiled with the FERC

exceptions to the decision FEEC consideration of the initial decision

is pending Entergy is unable to estimate the potential daniages in this

matter because certain aspects of how the refunds would be calculated

require clarification by the FERC

Storm Cost Recovery Filings with Retail Regulators

ENTERCY ARKANSAS

In January 2009 severe ice storm caused significant damage to

Entergy Arkansass transmission and distribution lines equipment

poles and other facilities law was enacted in April 2009 in Arkansas

that authorizes securitization of storm damage restoration costs In

June 2010 the APSC issued financing order authorizing the issuance

of approximately $126.3 million in storm cost recovery bonds which

includes carrying costs of $11.5 million and $4.6 million of up-front

financing costs See Note to the financial statenients for discussion

of the August 2010 issuance of the securitization bonds

ENTERGY GULF STATES LOUISIANA AND ENTERGY LOUISIANA

Hr mneane D.sas mild Hurricane Ike

In September 2008 Hurricane Gustav and Hurricane Ike caused

catastrophic damage to Entergys service territory EIltergy Gulf

States Louisiana and Entergy Louisiana filed their Hurricane Gustav

and Hurricane Ike storm cost recovery case with the LPS in May

2009 In September 2009 Entergy Gulf States Louisiana and Entergy

Louisiana and the Louisiana Utilities Restoration Corporation LI TRC

an instrumentality of the State of Louisiana filed with the LPSC an

application requesting that the LPSC grant financing orders authorizmg

the financing of Entergy Gulf States Louisianas and Entergy

Louisianas storm costs storm reserves and issuance costs pursuant

to Act 55 of the Louisiana Regular Session of 2007 Act 55 financings

Entergy Gulf States Louisianas and Entergy Louisianas hurricane

Katrina and HurricaIie Rita storm costs were financed primarily by Act

55 financings as discussed below Entergy Gulf States Louisiana and

Entergy Louisiana also filed an application requesting LPSC approval

for ancillary issues including the mechanism to flow charges and Act

55 financing savings to customers via Storm Cost Offset rider
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In December 2009 Entergy Gulf States Louisiana and Entergy

Louisiana entered into stipulation agreement with the LPSC Staff

that provides for total recoverable costs of approximately $234

million for Eutergy Gulf States Louisiana and $394 million for Entergy

Louisiana including carIying costs tTnder this stipulation Entergy

Gulf States Louisiana agrees not to recover $4.4 million and Entergy

Louisiana agrees not to recover $7.2 million of their storm restoration

spending The stipulation also permits replenishing Entergy Gulf

States Louisianas storm reserve in the amount of $90 million and

Entergy Louisianas storm reserve in the amount of $200 million when

the Act 55 tinancings are accomptished In March and April 2010

Entergy Gulf States Louisiana Entergy Louisiana and other parties

to the proceeding filed with the LPSC an uncontested stipulated

settlement that includes these terms and also includes Entergy

Gulf States Louisianas and Entergy Louisianas proposals under the

Act 55 financings which includes commitment to pass on to

customers minimum of $15.5 million and $27.75 million of customer

benefits respectively through prospective annual rate reductions of

$3.1 million and $5.55 million for five years stipulation hearing was

held before the ALl on April 13 2010 On April 21 2010 the LPSC

approved the settlement and subsequently issued two financing orders

and one ratemaking order intended to facilitate the implementation

of the Act 55 financings In June 2010 the Louisiana State Bond

Conunission approved the Act 55 financings

Jo July 2010 the Louisiana Local Government Environmental

Facilities and Community Development Authority LCDA issued

$468.9 million in bonds under Act 55 From the $462.4 million of bond

proceeds loaned by the LCDA to the LURC the LURC deposited $200

million in restricted escrow account as storm damage reserve for

Entergy Louisiana and transferred $262.4 million directly to Entergy

Louisiana Froni the bond proceeds received by Entergy Louisiana

froni the LURC Entergy Louisiana used $262.4 million to acquire

2624297.11 Class preferred non-voting membership interest units

of Entergy Holdings Company LLC company wholly-owned and

consolidated by Entergy that carry 9% annual distribution rate

Distributions are payable quarterly commencing on September 15

2010 and the menibership interests have liquidation price of $100

per unit The preferred membership interests are callable at the option

of Entergy Holdings ompany LLC after ten years under the terms of

the LLC agreenient The terms of the membership interests include

ceitain financial covenants to which Entergy Holdings Company LLC

is subject including the requirement to maintain net worth of at least

$1 billion

In July 2010 the LCDA issued another $244.1 million in bonds under

Act 55 From the $240.3 million of bond proceeds loaned by the LCDA

to the LURC the LURC deposited $90 million in restricted escrow

account as storm damage reserve for Entergy Gulf States Louisiana

and nmsferred $150.3 million directly to Entergy Gulf States Louisiana

From the bond proceeds received by Entergy Gulf States Louisiana

from the LURC Entergy Gulf States Louisiana used $150.3 niillion

to acquire 1502643.04 Class preferred non-voting membership

interest units of Entergy Holdings Company LLC company wholly-

owned and consolidated by Entergy that carry 9% annual distribution

rate Distributions are payable quarterly commencing on September

15 2010 and the membership interests have liquidation price of $100

per unit The preferred membership interests are callable at the option

of Entergy Holdings Conipany LLC after ten years under ttie terms of

the LLC agreenient The tenns of the membership interests include

certain financial covenants to which Entergy Holdings Company LLC

is subject including the requirenient to maintain net worth of at least

$1 billion

Entergy Entergy Gulf States Louisiana and Entergy Louisiana do

not report the bonds on their balance sheets because the bonds are

the obligation of the LCDA and there is no recourse against Entergy

Entergy Gulf States Louisiana or Entergy Louisiana in the event of

bond default To service the bonds Entergy Gulf States Louisiana

and Entergy Louisiana collect system restoration charge on behalf

of the LURC and remit the collections to the bond indenture trustee

Entergy Gulf States Louisiana and Entergy Louisiana do riot report the

collections revenue because they are merely acting as the billing

and collection agents for the state

Hurricane Kalrina 111 Hurricane Rita

In August and September 2005 Hurricanes Katiina and Rita caused

catastrophic damage to large poitions of the Utilitys service territories

in Louisiana Mississippi and Texas including the effect of extensive

flooding that resulted from levee breaks in and around the greater New

Orleans area The storms and flooding resulted in widespread power

outages significant damage to electric distribution transmission and

generation and gas infrastructure and the loss of sales and customers

due to mandatory evacuations and the destruction of homes

and businesses

In March 2008 Entergy Gulf States Louisiana Entergy Louisiana

and the Louisiana Utilities Restoration Corporation LtTRt
an instrumentality of the State of Louisiana filed at the LPSt

an application requesting that the LPSC grant financing orders

authorizing the financing of Entergy Gulf States Louisiana and

Entergy Louisiana storm costs storm reserves and issuance costs

pursuant to Act 55 of the Louisiana Legislature Act 55 financings

The Act 55 financinigs are expected to produce additional customer

tienefits as compared to traditional securitization Entergy Gulf States

Louisiana and Entergy Louisiana also filed an application requesting

LPSC approval for ancillary issues including the mechanism to flow

charges and savings to customers via Storm Cost Offset richer On

April 2008 the Louisiana Public Facilities Authority LPFA which

is the issuer of the bonds pursuant to the Act 55 financings approved

requests for the Act 55 financings On April 10 2008 Entergy Gulf

States Louisiana and Entergy Louisiana and the LPSC Staff filed with

the LPSC an uncontested stipulated settlement that includes Entergy

Gulf States Louisiana and Entergy Lorusianas proposals under the Act

55 financings which includes comiuitment to pass on to customers

minimum of $10 nuhhion and $30 million of custonier benefits

respectively through prospective annual rate reductions of $2 nulhion

and $6 million for five years On April 16 2008 the LPSC approved the

settlement and issued two financing orders arid one ratemaking order

intended to facilitate implementation of the Act 55 financings In May

2008 the Louisiana State Bond Commission granted final approval of

the Act 55 financings

In July 2008 the LPFA issued $687.7 nuthion in bonds cinder the

aforementioned Act 55 From the $679 nulhion of bond proceeds

loaned by the LPFA to the LURC the LITRC deposited $152 million

in restricted escrow account as storm damage reserve for Ent ergy

Louisiana and transferred $527 million directly to Entergy Louisiana

From the bond proceeds received by Entergy Louisiana from the

LURC Entergy Louisiana invested $545 million including $17.8 nulhion

that was withdrawn from the restricted escrow account as approved

by the April 16 2008 LPSC orders in exchange for 5449861.85 Class

preferred non-voting membership interest units of Entergy Holdings

Company LLC company wholly-owned and consolidated by Entergy

that carry 10% annual distribution rate Distributions are payable

quarterly commencing on September 15 2008 aIid have liquidation

price of $100 per unit The preferred membership interests are callable

at the option of Entergy Holdings Company LLC after ten years cinder

the terms of the LLC agreement The terms of the membership interests
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mciude ceitai financial covenants to which Entergy Holdings

Company LL is subject including the requirement to maintain net

worth of at least $1 billion

In August 2008 the LPE issued $278.4 million in bonds under the

aforementioned Act 55 From the $274.7 million of bond proceeds

loaned by the L1FA to the IdJEC the LIJRC deposited $87 million in

restricted escrow account LS storm damage reserve for Entergy Gulf

States Louisiana and transferred $187.7 million directly to Entergy

Gulf States Louisiana From the bond proceeds received by Entergy

Gulf States Louisiana fnnm tIme LURC Entergy Gulf States Louisiana

invested $189.1 million including $1.7 million that was withdrawn from

the restricted escrow account as approved by the April 16 2008 LPSC

orders in exchange for 1.893918.39 lass preferred non-voting

nienibership interest units of Entergy Floldings Company LLC that

carry 10% annual distribution rate Distributions are payable quarterly

commencing on September 15 2008 and have liquidation price of $100

per unit The preferred nicinbership interests are callable at the option

of Entergy Holdings tompany LLC after ten years under the teims of

the LLC agreement lhe terms of the membership interests include

certain hnancial covenants to which Entergy Iloldings Company LLC

is subject including the requirement to maintain net worth of at

least $1 billion

Entergy Entergy Gulf States Louisiana and Entergy Louisiana do

not report the bnnds on their balance sheets because the bonds are

the obligation of the LPFA and there is no recourse against Entergy

Entergy Gulf States Louisiana or Entergy Louisiana in the event of

boIid default To service the bonds Entergy Gulf States Louisiana

and Entergy Louisiana collect systeni restoration charge on behalf

of the LIRC arid renut the collections to the bond indenture trustee

Entergy Entergy Gulf States Louisiana and Entergy Louisiana do not

report the collections as revenue because they are merely actuig as the

billing mid collection agent for the state

ENIERGY NEW ORLtFANS

In December 2005 the ongress passed the Katrina Relief Bill

hurricane aid package that included Community Development

Block Grant DBG funding for the states affected by Hurncanes

Eatrina Rita and Wilma that allowed state and local leaders to fund

individual recovery pnnrit ies In March 2007 the City Council certified

that Entergy New Orleans incurred $205 million in storm-related costs

through December 2006 that are eligible for CDBG funding under the

state action plan Eutergy New Orleans received $180.8 million of

CIBG funds in 20tl7 and $19.2 million in 2010

In October 2006 the tity touncil approverl rate filing settlement

agreenient that among other things authorized $75 million storm

reserve for ilaniage from tiiture storms which will be created over

ten-year period through stonn reserve rider thil began in March 2007

hhese storm reserve funds will beheld in restricted escrow account

ENTERGY TEXAS

Entergy Texas tiled an application iii April 2009 seeking determination

that $577.5 million of Ilurricane Ike and Hurricane Gustav restoration

musts are recoverable including estimated costs for work to be

mnmpleted On August 2tt09 Entergy Texas submitted hi the ALl

an uncqposed settlenant agreement intended to resolve all issues

in the storm cost recovery case Under the terms of the agreement

$5ti6.4 miIlhn plus carryi ig costs are eligible for recovery Insurance

procecc1s will he credited as an offset tu the securitized amount Of

the $1 1.1 ndllion ditferenci between Entergy Texass request and

the anmnunt agreed to which is part of the black box agreement

and nut mlirectly attributable to any specific individual issues raised

$6.8 million is uperat inn and maintenance expense for which Entergy

Texas recorded charge in the second quarter 2009 The remaining

$4.3 million was recorded as utility plant The PUCT approved the

settlement in August 2009 and in September 2009 the PUCT approved

recovery of the costs plus carrying costs by securitization See Note

to the financial statements for discussion of the November 2001t

issuance of the securitization bonds

New Nuclear Generation Development Costs

Pursuant to the Mississippi Baseload Act and the Mississippi Public

Utilities Act Entergy Mississippi is developing project option for

new nuclear generation at Grand Gulf Nuclear Station This project

is in the early stages and several issues remain to be addressed over

time before significant additional capital would be committed to this

project In 2010 Entergy Mississippi paid for arid has recognized

on its books $49 million in costs associated with the development

of new nuclear generation at Grand Gulf these costs previously

had been recorded on the books of Entergy New Nuclear Utility

Development LLC System Energy subsidiary In October 2010

Entergy Mississippi filed an application with the MPSC requesting that

the MPSC determine that it is in the public interest to preserve the

option to construct new nuclear generation at Grand Gulf and that

the MPSC approve the deferral of Entergy Mississippis costs incurred

to date and in the future related to this project including the accrual

of AFUDC or similar carrying charges In October 2011 Eimtergy

Mississippi and the Mississippi Public Utilities Staff filed with the

MPSC joint stipulation The stipulation states that there should be

deferral of the $57 nnlhion of costs incurred through September 2011

in connection with planning evaluation monitonng and other and

related generation resource development activities for new nuclear

generation at Grand Gulf The costs shall be treated as regulatory

asset until the proceeding is resolved The Mississippi Public Utilities

Staff and Entergy Mississippi alscm agree that the MPSC should conduct

hearing during 2012 to consider the relief requested by Entergy

Mississippi in its application including evidence regarding whether

costs incurred in connection with planning evaluation monitoring

and other and related generation resource development activities for

new nuclear generation at Grand Gulf were prudently mncurred anml

are otherwise allowable The Mississippi Public Utilities Staff and

Entergy Mississippi further agree that such prudently incurred costs

shall be recoverable in nianner to be determined by the MPSC In

the Stipulation the Mississippi Public Utilities Staff and Entergy

Mississippi agree that the development of nuclear unit project

option is consistent with the Mississippi Baseload Act The Mississippi

Public Utilities Staff and Entergy Mississippi further agree that the

deferral of costs incurred in connection with planning evaluation

monitoring amid other and related generation resource development

activities for new nuclear generation at Grand Gulf also is consistent

with the Mississippi Baselnad Act Entergy Mississippi will not accrue

carrying charges or continue to accrue AFUDC on the costs pending

the outcome of the proceeding The MPSC approved the stipulation iii

November 2011
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NOTE INCOME TAXES
Income tax expenses from continuing operations for 2011 2010

and 2009 for Entergy Corporation and Subsidiaries consist of the

following in thousands

2011 2010

Current

Federal

Foreign

-152713

130

Significant components of accumulated deferred income taxes

and taxes accrued for Entergy Corporation and Subsidiaries as of

December 31 2011 and 2010 are as follows in thousands

2011

115161

131

19313

164605

468698

State 152711

Total 605554

Deterred and noneorrent net 311708

Invesi roent tax credit

adjust nient net

Income tax expense from

continuing operations $286263

2009 Deterred tax liabilities

Plant basis differences net

433105
Regulatory assets for inconre taxes net

154
Power purchase agreements

118552
Nuclear decononissioning trusts

Dtber

541503
Total

1191 418
Deferred tax assets

7583 16064

7l4ft99tt

410807

17138

553558

686tt06

9t13749lt

Total income taxes for Eritergy Corporation and Subsidiaries differ

from the amounts computed by applying the statutory inconte tax rate

to income before taxes The reasons for the differences for the years

2011 2010 and 2009 are in thousands

2011 2010 _____ 2009

Net ineomoe at tribotable to

Entergy torporalmon $1146439 $1250242 $1231092

Preferred dividend

Acconrulated deferred invest ment

17175 tax credit

Pension and other post -employment benefits

$617239 632740 Nuclear decommissioning liabilities

Sale and leasehaek

Provision for regolatory adjust nients

Provision for contingencies

Cnhilled/deferred revenoes

ostomer deposits

Net operating loss carryforwards

Capital losses

Other

Valuation allowance

2010

6572627

1-19216

265429

439481

tI7tt102

S41t6 105

11117

161710

285889

256157

1111514

28554

18612

15724

12171

56112

1900t

7118/

1117612

1261455

8559958

108338

11 134

612145

174
97607

28504

12217

14825

51 15

12995

961576

55615

Total 1684574

Noncurrent accruerl taxes including

unrecognized tax benefits 814597
Accumulated deferred income

taxes accrued $8167522

Entergys estimated tax attribute carryovers and their expiration

dates as of December 31 2011 are as follows

requirements of subsidiaries 20933 20063
--

19958

Consolidated net inconie 1367372 1270305 1251050

Income taxes 286263 617239 632740

Income before income taxes 1653615 $1887544 $1883790

Computed at statutory

ride 35% 578772 660640 659t27

Increases reductions in tax

rest ill ing from

State income taxes net of

l5deral income tax effect 93940 40530 tiS24

Regulatory differences

utility plant items 39970 11473 57383

Equity component of AFCJDC 30184 16542 17741

Aiam-t izal ion ot inves ment

tax credits 14962 15980 16745
Net-of-tax regulatory liability 65357

Deferred tax reversal oii

PR\ settlemuent 421819
Write-off of

reorganization costs 19974

Tax law chmge-Medieare

Pmi 13616

Decommissioning

trust fund basis 7917

Capital gains losses 28051

Flow-througblpernianent

differences 17848 26370
Provision for uncertain

tax poshh irs 2698 41115
Valuation allowance

Carryover Description Carryover Amount

Federal net operating losses billion

State net operating losses billion

State capital losses $162 nullion

Federal muininiunm tax credits 79 mill ion

tither federal and state credits 80 nullion

Years of expiration

212 2111

2012 2011

2111-2015

never

2112 2011

Other net 9661 7039
Total income

taxes as reported

Effective income tax rate

As result of the accounting for uncertain tax positions

the amount of the deferred tax assets reflected in the tinancial

statements is less than the amount of the tax effect of the federal

antI state net operating loss carryovers tax credit carryovers and

other tax attributes reflected on income tax returns

Because it is more likely than not that the benefit frommm tertain

state act operating and capital loss carryovers will not he utilized

valuation allowance of $66 ntillion and $13 million has been provided

on tIme deferred tax assets relating to these state net operating and

capital loss carryovers respectively

Unrecognized Tax Benefits

Accounting standards establish more-likely-than-not recogmtition

threshold that must be met before tax benefit can lx recognized in

the financial statements If tax deduction is taken on tax return

but does ttot meet the morelikely-than-not recognition threshold

an increase in income tax liability above what is payable on the

tax return is required to be recorded reconciliation of Entergys

31745

17435

795

11218

$632740

336%

286263 617239

17.3% 32.7%

See Inca nit 3hr And/Is 20t/6-2007Andd tie/an fat- discuss/on n/these items
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beginning and ending amount of unrecognized tax benefits is as

folloivs iii
loiosands

tin iss balance at .hiooar

Addinoos based oii tax

OSitiiii5 related to lie

correot year

Additions Ion lix iosit ii iris

of prior years

Redoct ions in lax posit ii its

of prior years

Se tlenieol

Lapse of stat ole of limit at ioiis

ross balance at leeeiii tier

ffsel Iii gross iiorecogoizeil

tax tieoetits

redit aio loss carryi ivers

asti paid to laxiog

aol hi irities

nrecognizeil tax henelil oil

of onoseil tax alt nibot es

aod paynieiits

Iotciiteit tii.i /oitititi itiiii i/ia /5 payable liii
11.1 retiiiiis

The balances of iotrecognized tax benefits include $521 million

$605 million and $522 million as of December 31 2011 2010 and

2000 respectively which if recognized would lower the effective

income lax rates Beiatisi of the effect of deferred tax accounting

the remaining balances itt unrecognized tax benefits of $3867 billion

$4345 billion and $3528 billion as of December 11 2011 2011 and

2000 respectively if disallowed would not affect the annual effective

inconte tax rate lint wimlil accelerate the payment of cash to the taxing

aol hority to an earlier peru id

Entergy has made deposits with the IRS against its potential

liabilities arising tront audit adjustments and settlements related to its

uncertain tax posiliolts Deposits are expected to be made to the IRS

as the cash tax henehls of uncertain tax positions are realized As of

December 31 2011 Rot iogy has deltosits of $303 million on account

wit Ii the IRS to cover its uncertain tax positions

Entergy accrues interest expense if any related to unrecognized

tax benefits in income tax expense Entergys December 31 2011

201t and 2t109 accrued balance for the possible payment of interest is

approximately $Otl million $45 million and $48 million respectively

Income Tax Litigation

In October 2011 the United States Tax Court entered decision in

favor of Entergy for lax years 1007 and 1008 The issues decided by the

Tax toort are as follows

The altility to credit the U.K Windfall fax against IJ.S tax as

toreign tax credit The Windfall Tax relates to Eritergys

former investment in Ia indon Electricity

The validity of Enlergys change in method of tax accounting

for street lighting assets and the related increase tn

depreciation dedio thIns

The IRS did not appeal street lighting depreciation and that matter

is considered final The IRS filed an appeal of the U.K Windfall Tax

decision however with the litited States Court of Appeals for the Fifth

ircuit in December 211 Oral arguments were heard in November

2011 and decision is pending

Concurrent with the Tax ourts issuance of favorable decision

regarding the above issues the Tax Court issued favorable decision

in separate pritceeding PI5L Corp Commissioner regarding the

creditatulily of the I.E Wiitrlfall Tax The IRS appealed the PPL

Income Tax Audits

Entergy and its subsidiaries file U.S federal and various state and

foreign income tax returns Other than the matters discussed in the

Income Tax Litigation section above the IRSs and substantially

all state taxing authorities examinations are completed for years

before 2004

2002-2003 IRS AUDIT

In September 2009 Entergy entered into partial agreement wit Ii

the IRS for the years 2002 and 2003 It is partial agreentent because

Entergy did not agree to the IRSs disallowance of foreign tax credits

for the U.K Windfall Tax mid the street lighting depreciation issues

as they relate to 2002 A.s discussed above the IRS did not appeal the

Tax Court ruling on the street lighting depreciation Therefore the

U.K Windfall tax credit issue will be governed by the decision by

the Fifth Circuit Court of Appeals for the tax years 1997 anml 1998

2004-2005 IRS AUDIT

The IRS issued its 2004-2005 Revenue Agents Report RAE in May 200

In June 2009 Entergy filed formal protest with the IRS Appeals

Division indicating disagreement with certain issues contamed in Itie

2004-2005 RAE The major issues in dispute are

Depreciation of street lighting assets Because the IRS did not

appeal the Tax Courts 2010 decision on this issue it will he fully

allowed in the final Appeals Division calculations for this audit

Qualified research expenditures for purposes of the research ciedit

Inclusion of nuclear decommissioning liahilities in cost of

goods sold

The initial IRS appeals conference to discuss these disputed issues

occurred in September 2010 Negotiations are ongoing

2006-2007 IRS AUDIT

The IRS issued its 2006-2007 RAE in October 2011 In connection

with the 2006-2007 IRS audit and resulting RAR Entergy iesolved Ihe

significant issues discussed below

decision to the United States Court of Appeals for the Third ircuil In

December 2011 the Third Circuit reversed the Tax Courts holding in

2011 2010 2009 PPL Corp Commissioner stating that the IlK tax was not eligible for

4tt4978S .1050491 1825447 the foreign tax credit Entergy is awaiting decision in its proceeding

before the Fifth Circuit Court of Appeals Although Entergy bclieves

that the Third Circuit opinion is incorrect its decision constitutes

211901 480843 228675t adverse although not controlling authority After considering the

Third Circuit decision in the fourth quarter 2011 Entergy revised its

112.744 871682 697315 provision for uncertain tax positions associated with this issue

The total tax included in IRS Notices of Deficiency relating to the

259895 438460 372862 TJ.K Windfall Tax credit issue is $82 million The total tax and hilerest

841528 104112 385121 associated with this issue for all years is approxinutely $239 ndllion This

5295 4306 1147 assumes that Entergy would utilize aporfion of its cash deposits discusseil

118778 1949788 4050491 ft Unrecognized tax benefits above to offset underpayment mterest

In February 2008 the IRS issued Statutory Notice of Deficiency for

the year 2000 The deficiency resulted froni disallowance of the same

12123117 3771301 3349589 two 1997-1998 issues discussed above as well as one additional issue

That issue is depreciation deductions that resulted front Entergys

161 2tib 37300 3730111 purchase puce allocations on its acquisitions ol its non utility nticlc ir

plants Entergy ified Tax Court petition in May 2008 challenging the

three issues hi dispute In June 2010 trial on these issues was held ui

812117 805487 127902 Washington D.C In February 2011 joint stipulation of settled issues

was filed addressing the depreciation issue in the Tax Touts cast

As result the IRS agreed that Entergy was entitled to allocate all

of the cash consideration to plant and equipment rather than to

nuclear decommissioning trusts thereby entitling Entergy to its

claimed depreciation
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In August 2011 Entergy entered into settlement agreement with

the IRS relating to the mark-to-market income tax treatment of various

wholesale electric power purchase and sale agreements including

Entergy Louisianas contract to purchase electricity from the Vidalia

hydroelectric facility See Note to the financial statements for

further details regarding this contract and previous LPSC-approved

settlement regarding sharing of tax benefits from the tax treatment of

the contract

\%ith respect to income tax accounting for wholesale electric power

purchase agreements Entergy recognized income for tax purposes of

approximately $1.5 billion which represents reversal of previously

deducted temporary differences on which deferred taxes had been

provided Also in connection with this settlement Entergy recognized

gain for income tax purposes of approximately $1.03 billion on the

fonnation of wholly-owned subsidiary in 2005 with corresponding

step-up in the tax basis of depreciable assets resulting in additional

tax depreciation at Entergy Louisiana Because Entergy Louisiana

is entitled to deduct additional tax depreciation of $1.03 billion in

the future Entergy Louisiana recorded deferred tax asset for this

additional lax basis The tax expense associated with the gain is offset

by recording the deferred lax asset and by utilization of net operating

losses With the recording of the deferred tax asset there was

corresponding increase to Entergy Louisianas members equity account

The agreement with the IRS effectively settled the tax treatment of

various wholesale electric power purchase and sale agreenients

resulting in the reversal in third quarter 2tll of approximately

$422 nullion of deferred tax liabilities and liabilities for uncertain

tax positions at Entergy Louisiana with corresponding reduction

in income tax expense Under the terms of an LPSC-approved final

settlement Entergy Louisiana will share over 15-year period

portion of the henetits of the settlement with its customers and

recorded $199 million regulatory charge and corresponding net-og

tax regulatory liability to reflect this obligation

Alter consideration of the taxable inconie recognition and the

additional depreciation deductions provided for in the settlement

Entergys net operating loss carryover was reduced by approximately

$2.5 billion

Other Ta Matters

Entergy regularly negotiates with the IRS to achieve settlements

The results of all pending litigations and audit issues could result in

significant changes to the amounts of unrecognized tax benefits as

discussed above

When Entergy Louisiana Inc restructured effective December 31

2005 Entergy Louisiana agreed under the terms of the nierger plan

to indemnify its pareIit Entergy Louisiana Holdings Inc formerly

Entergy Louisiana Inc for certain tax obligations that arose from the

2002-2003 IRS partial agreement Because the agreement with the IRS

was settled in the fourth quarter 2009 Entergy Louisiana paid Entergy

Louisiana Holdings approximately $289 million pursuant to these

intercompany obligations in the fourth quarter 2009

OIl November 20 2009 Entergy Corporation and subsidiaries

amended the Entergy Corporation and Subsidiary Companies

Intercompany Inconme Tax Allocation Agreement such that Entergy

Corporation shall be treated under all provisions of such Agreenment

in manner that is identical to the treatment afforded all subsidiaries

direct or indirect of Entergy Corporation

In the fourth quarter 2009 Entergy filed Applications for Change in

Method of Accounting with the IRS for certain costs under Section

263A of the Internal Revenue Code In the Applications Entergy

proposed to treat the nuclear decommissioning liability associated

with the operation of its nuclear power plants as prodoction cost

properly includable in cost of goods sold The effect of this change br

Entergy was $5.7 billion reduction in 2009 taxable inconie within the

Entergy Wholesale Commodities segment

In March 2010 Entergy filed an Application for Change in Accounting

Method with the IRS In the application Entergy proposed to change

ttie mletuution of unit of property for its generation assets to determine

the appropriate characterization of costs associated with such units as

capital or repair under the Internal Revenue Code and related Treasury

Regulations The effect of this change was an approximate $1.3 tuItion

reduction in 2010 taxable income for Entergy including reductions of

$292 niillion for Entergy Arkansas $132 million for Entergy Gulf States

Louisiana $185 million for Entergy Louisiana $48 million fur Entergy

Mississippi $45 million for Entergy Texas $13 million for Entergy New

Orleans and $180 million for System Energy

During the second quarter 2011 Entergy filed an Application for

Change in Accounting Method with tIme IRS related to the allocation

of overhead costs between production and non-production activities

The accounting method affects the aniount of overhead that wilt be

capitalized or deducted for tax purposes The accounting nmettiod is

expected to he implemented for the 2014 tax year

NOTE REVOLVING CREDIT FACILITIES LINES OF
CREDIT AND SHORT-TERM BORROWINGS
Entergy Corporation has in place credit facility that has homwing
capacity of approximately $3.5 billion and expires in August 2012

whtch Entergy intends to renew before expiration Because the

facility is now within one year of its expiration date borrowings

outstanding on the facility are classified as currently maturing lung-

term debt on the balance sheet Entergy Corporation also has the

ability to issue letters of credit against the total borrowing capacity

of the credit facility The facility fee is currently 0.125% of the

conunitment aniount Facility fees and interest rates on loans under

the credit facility can fluctuate depending on the senior unsecured

debt ratings of Entergy Corporation The weighted average interest

rate for the year ended December 31 2011 was 0.745% on the drawn

portion of the facility Following is summary of the borrowings

outstanding and capacity available under the facility as of December

31 2011 in millions

Entergy Corporations facility requires it to maintain consolidated

debt ratio of 65% or less of its total capitalization Entergy is in

compliance with this covenant If Entergy fails to meet thus ratio

or if Entergy Corporation or one of the Utility operating companies

except Entergy New Orleans defaults on ot.her indebtedness or

is in bankruptcy or insolvency proceedings an acceleration of the

facility maturity date may occur

Capacity Borrowings Letters of Credit

$3451 $1929 $28

Capacity Available

15111
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Entergy Arkansas Entergy Gulf States Louisiana Entergy

Louisiana Entergy Mississippi and Entergy Texas each had

credit facilities available as of December 31 2011 as follows

in null ions

SI /t LouIs/////a

Eat ergy snusiana

Energy

NI ississippi

Entergy

Mississippi

Eat orgy

Nlississippi

Entergy texas

Amount

Amount of Interest Drawn as of

Facility Ratea Dec.31 2011

78 3.25%
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ft//I/s LntelIjif tunisia/I/I to isslie letters ST//it

Il//a i//st the ho 10/Il//f 10/1 i//f // the Jo/i/it As of December .11 2011

00 tetters of el/it se/c /5/1/fl//il//f The ole/lit facility eq/I /S Enteipy

ton is i// no t/ ///// i//t//iI/ // //l/s///idatell debt 15//to if 65% or less of its total

///f//
t/diz/l ti////

fto//I/sil///s ii/ii tb R/t/Iepf P1/ si if/f/i
I//lit facilities I//a/f l/e senIle/I

/i/f// seel/Ii/y il//el/st i// its //l/S/llllts I5l/iISIh/e Elltelqq Mississippi is

I/////il/// t/ II///iI/t//iI/ Is//ti//a/ed debt /s0i// of 65% or /ess fits tota/

api tot .111/1/ 1/

17/c el//lit /i/li/itif //tl////5 L/t//ffy 3%/as t//
issue letters /1 c/edIt against

th/ h////eoei/cq af//I/ /t/f /t/ t///fil/i/ily As of lfecenihee fl 2011 1/// tellers

f//c//it I//lI ///ltst/l////i/o/ lhe eIedi/fhei/ity rel/nires Elite/fl/f 11/s/s to

/1//I il/I/I i// //
///I/s///id//t/// I/Pt sIt i// /3 65/s /1 tess of its I/I/al eapi/a/iza li//Il

1//lsi/al/t t//
the tel/i/s //u c/edit a/f IeelI/ellt seeulitlza/io/ builds Its

/./st/l//l//////Il //eh/ /II/// /////i//l/i.oatiol/ i/I /alciltatil/q I/Il lie/It lat/o

The facility tees oii the credit facilities range from 0.00A/ to 0.15%

of the commitment ainotint

The shod-term borrowings of the Registrant Subsidiaries are

limited /0 amounts authorized by the FERC The current FERC

authorized limits ame effective through October 31 2013 In

addition to borrowings Irons commercial banks these companies

are authorized under FERC order to borrow from the Entergy

System money pool The nmoney pool is an inter-company borrowing

arrangement designed to reduce the Utility subsidiaries dependence

on external short-term borrowings Borrowings from the money

pool and external borrowings combined may not exceed the FERC

authorized linnts The lcdlowing are the FERC-authorized limits for

short-lenu honowiitgs and the outstanding short-term borrowings

as of December 31 2011 aggregating both money pooi and external

shortterm borrowings for the Registrant Subsidiaries in millions

Eat ergy Arkansas

Ent ergy 1/Ill States Li/i /15//U//i

Emoergy I.OI/isiii//

1St/I ergy Mississippi

F//tIrgy New t/r/e//ns

Eolergy Texa.s

SysI eta Fiiemgy

Authorized

$250

$20/f

$25/f

$175

$100

$2///f

$2/f/I

Borrowings

$168

$2

Variable Interest Entities

See Note 18 to the financial statements for discussion of the

consolidation of the nuclear fuel company variable interest entities

VIE The variable interest entities have credit facilities and also

issue commercial paper to fhiance the acquisition and ownership of

nuclear fuel as follows as of December 31 2011 dollars in millions

Weighted

Average

Interest

$50 Expiration Amount of Rate on

Company Date Facility Borrowings/

Entergy Arkansas

VIE J/mly 2013 85 241%

Eat ergy Gulf Sca/es

Luatsiana VIE July 21//3 85 2.25% $2/LI

Entergy

Louisiana VIE J/lly 2013 tI/I 218% 141

System Energy VIE July 2013 $10/f

fa Inc/ndes tet/er of c/ssfitfils a//Il batik fion/intf fOes OIl Is/In 1/IeIsia/ //l/Jiee

i5saanees 1/if
the VIEsf i/I ElIte/sf if

4r//Insas En Ills
If

Loll isiall/l Il/I

System Eaeiyq The VIE for Entei Gu/JSlates 10/isiai/a does 110/ issue

O/I/l/e15i// paf l/i/t 110/50/is directly I/il its hot/k cleslitfi/liti//f

The amount outstanding on the Entergy Gulf States Louisiana

credit facility is included in long-term debt on its balance sheet and

the commercial paper outstanding for the other VIEs is classitied as

current liability on the respective balance sheets The consmuitnient

fees on the credit facilities are 0.20% of the undrawn commitment

amount Each credit facility requires the respective lessee Entergy

Arkansas Entergy Gulf States Louisiana Ent.ergy Louisiana or

Entergy Corporation as Guarantor for System Energy to maintain

consolidated debt ratio of 70% or less of its total capitalization

The variable interest entities had notes payable that are included

in long-term debt nit t.he respective balance sheets as of Deceniher

31 2011 as follows dollars in millions

Company Description Amount

Entergy Arkansas VIE Series dul Jut/c 21/13 $to

En/ergy Arkansas VIE 5.09% Series clue .tuly 2//14 $70

En/ergy Arkansas VIE 3.23% Series due July 2010 $55

Entergy Gult States Louisiana VIE 5.56% 8cr/es ri/c May 2013 $75

Enlergy Gulf Stades Louisiana VIE 5.41% Series/f due July 2/112 $/tlt

En/ergy Louisiana VIE 5.09% Series due July 20/4 $5/I

E///Orgy Louisiana VIE 3.30% Series due March 201/i $2/I

Systeu/ Energy VIE 6.29% Series due 8epIenber 2011 .87/1

Sysde/u Energy VIE 533V Series tue Apr/i 2015 $1/I

In accordance with regulatory treatment interest on the nuclear

fuel company variable interest entities credit facilities commercial

papei and long-tensi notes payable is included as fuel expense

In February 2012 System Energy VIE issued $50 niillion of 4.02%

Series notes due February 2017 System Energy used the proceeds

to purchase additional nuclear fuel

Company

Em/tergy Ark/u/sa5s

E//tergy Gulf

Expiration

Date

All/il 2/112

Aitgust 2//Il

A//p/sI 2/112

May 2/112

May 21/12

Mac 2//12

A//g//st 2012

$10/f /3.71%

$200 0.67%

35 2.05%

25 2.05%

10 2.05%

$10/f5 0.7791/

Amount

Outstanding

as of

December

312011
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

NOTE LONG-TERM DEBT

Long-term debt for Entergy Corporation and subsidiaries as of December 31 2011 and 2010 consisted of dollars in thousands

Type of Debt and Maturity

Weighted-Average

Interest Rate

at December 201

Interest Rate Ranges Outstanding at

at December 31 December 31

2011 2010 2011 2010

Mortgage Bonds

2011 -2013

2017- 2021

2022- 2026

2027 2036

2039- 2051

Governmental Bonds
2011 2016

2017-2021

2022 -2026

2027- 2030

Securitization Bonds

2013-2020 4.05%

2021 2023 3.65%

Variable Interest Entities Notes Payable Note

2012- 2016 4.96%

Entergy Corporation Notes

clue March 2011

due September 2015

due Sept ember 2020

Note Payable to NYPA

Year Credit Facility Note

Long-term DOE Ohligation

Waterford Lease Obligation

Grand Gulf Lease Obligation

Bank Credit Facility

Entergy Louisiana

Unamortized Prenuumo and Discount Net

Other

Total Long-Term Debt

Less Amount Due Within One Year

Long-Term Debt Excluding Amount Due Within One Year

2.12% 5.79% 2.12% 5.79% 416899

2.04%-5.93% 2.30%- 5.93% 653948

2.25%- 9.00% 2.125%- 9% 519400

550000

450000

133363

1920000

181031

188255

178784

10181

14372

11616705

299548

$11317157

4.18% 3.25% 6.20% 3.6% 6.2% 865000 920001

5.40% 3.75% 7.13% 3.75% 7.125% 2435000 2160000

5.27% 4.44%- 5.OOY 4.44%- 5.66% 1158449 1158718

6.18% 5.65% 6.40% 5.65% 6.4% 868145 868516

6.22% 5.75%- 7.88% 5.75%- 7.875% 905001 755001

3.67% 2.88% 5.80% 2.875% 6.75% 42795 90115

4.83% 4t30% 5.03% 4.6% 5.0% 99700 99700

5.82% 4.60S 6.20% 4.6% 6.2% 415005 455015

5.00% 5.0% 5.0% 198680 1986800

474318

457100

17.120

n/a 736% 860
n/a 3.625% 3.625% 550000

n/a___________ 5.125% 5.125% 450000

155171

n/a 0.75% 1.78% 163212

18 19

n/a 7.45% 7-15% 223802

n/a 5.13% 5.13% 222281

n/a 50000

9511
16.523

12236446

2192733

$10043713

Fair Value of Long-Term Debt 12176251 1988646

Consists of pollution control relenue bonds and en cOon mental recen ue bonds

Thcsc notes do not hare slated interest late but hare an implicit interest rotc of 4.8%

Pursuant to the Nuclear Waste Policy Act of 1982 Enteigij1s uclear arner/licensec subsidiaries hare contracts sit/i the DOE fire spent sc/ca rtiict disposal

sercice TI con tracts include one-I me fee%r yes era ion prior to April 1983 Enterg Arkansas is the only Eu telpy Olulpa ny I/ia genera ted ctcct lie icrc

cith nuIear fuel prior to that dale and includes tile one-tone fee plus accrued trust in ton lernl debt

See Note lOforfi.irther discussion of the Water/out and Grand GntfLease Obligations

Theta ir caine excludes tease obligations of $188 in ittion at Enteiqy Louisiano and $179 in illion at System Eneiqy ion g-term DOE obligations of 8181 ni ittion

at Entecqij Arkansas nd the note payable to NYPA of $1.33 in illion at Euitergy and ictudes debt tile within one ljuli
Fair catues ale based on prices dccied by

independent third pnrties that use inputs sac/i as benchmark yields reported trades biukei/d eater quotes hid issuer spreads
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The annual long-I cnn debt mat unties excluding lease

obligations and long-lena DOE obligations for debt outstanding

as of Deceniber 31 2011 for the next five years are as follows

in thonsands

$2124679

797684

135899

860566

344850

In Noveniher 20111 Eidergys nonutility nuclear business

pnrchasecl the FitzPatrick and Indian Point power plants in

sellerhnanced transaction Entergy issued notes to NYPA with seven

annual installments of apooximately $108 million commencing one

year from the late of the losing and eight annual installments of $20

niillicn commencing eight years from the date of the closing These

mtes 10 not have stat ed interest rate but have an implicit interest

rate of 4.8% In accordance with the purchase agreement with NYPA

the purchase of Imlian Rant in 2001 resulted in Entergy becoming

liable to NYPA for an additional $11 million per year for 10 years

beginning in September 2003 This liability was recorded upon the

purchase of Indian Point in Septemiher 2001 and is included in

the note payable to NYPA balance above In July 2003 payment

of $102 million was made prior to maturity on the note payable to

NYPA tnder provision in letter ot credit supporting these notes

if certain of the Utility operating companies or System Energy were

to default on other indebtedness Entergy ccculd be required to post

collateral to support lie letter of credit

Entergy Gulf States Louisiana Entergy Louisiana Entergy

Mississippi Entergy Texas and System Energy have obtained long-

term financing authi cnizat ions from the FERC that extend through

July 2013 Entergy Arkansas has obtained long-term financing

authorizatun from the AI3SI that extends through December 2012

Entergy New Orleans has obtained longterm financing authorization

1mm the City Council that extends through July 2012

Capital Funds Agreement
Pursuant to an agreement with certain creditors Entergy orporation

has agreed to supply System Energy with sufficient capital to

maintain System Energys equity capital at minimum of 35% of

its total capitalization excluding shortterm debt

permit thc contimiect commercial operation of Grand Gulf

pay in tcdl all Systcm Energy indebtedness for borrowed money

when due and

enable Systeni Energy to make payments on specific System

Energy ctcht cinder supplenients to the agreement assigning

System Energys itgtìts in the agreement as security for the

specitic debt

Entergy Corporation Debt Issuance

In January 2012 Entergy Corporation issued $500 million of 4.70%

Series senior notes due January 2017 Entergy Corporation used the

proceeds tn repay borrowings cinder its $3.5 billion credit facitity

Entergy Louisiana Debt Issuances

On December 14 2011 Entergy Louisiana isscied $750 nullion of

1.1007% Series first mortgage bonds due December 31 2012 to

Entergy Corporation Entergy Louisiana repurchased the bonds at par

plus accrued interest of $161 thousand on December 22 2011

In January 2012 Entergy Louisiana issued $25t nullion of 1.575%

Series first mortgage bonds due December 2014 Entergy Louisiana

used the proceeds to repay short-term borrowings under the Entergy

System money pool

Entergy Arkansas Securitization Bonds

In June 2010 the APSC issued financing order authorizing the

issuance of bonds to recover Entergy Arkansass January 2009 ice

storm damage restoration costs including carrying costs of $11.5

million and $4.6 nullion of up-front financing costs In August 2010

Entergy Arkansas Restoration Funding LLC company wholly-

owned and consolidated by Entergy Arkansas issued $124.1 nultion

of storm cost recovery bonds The bonds have coupon of 2.30% and

an expected maturity date of August 2021 Although the prmcipal

amount is not due until the date given above Entergy Arkansas

Restoration Funding expects to make principal payments on the

bonds over the next five years in the amount of $12.2 million tor

2012 $12.6 nullion for 2013 $12.8 nullion for 2014 $13.2 million for

2015 and $13.4 milhon for 2016 With the proceeds Entergy Arkansas

Restoration Funding purchasecl from Entergy Arkansas the storm

recovery property which is the right to recover from customers

through storm recovery charge amounts sufficient to service the

secciritization bonds The stonn recovery property is reflected as

regulatory asset on the consolidated Entergy Arkansas balance

sheet The creditors of Entergy Arkansas do not have recourse to

the assets or revenues of Entergy Arkansas Restoration Funding

including the stonn recovery property and the creditors of Entergy

Arkansas Restoration Funding do not have recourse to the assets or

revenues of Entergy Arkansas Entcrgy Arkansas has no payment

obligations to Entergy Arkansas Restoration Funding except to

remit storm recovery charge collections

Entergy Louisiana Securitization Bonds Little Gypsy

In August 2011 the LPSC issued financing order authorizing

the issuance of bonds to recover Entergy Louisianas investment

recovery costs associated with the cancelled Little Gypsy repowening

project In September 2011 Entergy Louisiana Investment Recovery

Funding L.L.C company wholly-owncct and consolidated

by Entergy Louisiana issued $207.2 million of senior secured

investment recovery bonds The bonds have an interest rate ot

2.04% and an expected maturity date of Juice 2021 Although the

principal amount is not due until the date given above Entergy

Louisiana Investment Recovery Funding expects to make principal

payments on the bonds over the next five years in the amounts of

$25.6 million for 2012 $16.6 million for 2013 $21.9 million for 2014

$20.5 million for 2015 and $21.6 million for 2016 With the proceeds

Entergy Louisiana Investment Recovery Funding purchased from

Entergy Louisiana the investment recovery property which is the

right to recover from customers through an investment recovery

charge amounts sufficient to service the bonds In accordance with

the financing order Entergy Louisiana will apply the proceeds it

received from the sale of the investment recovery property as

20t2

20 It

2tt14

2t 15

211 tO
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reimbursement for previously-incurred investment recovery costs

The investment recovery property is reflected as regulatory

asset on the consolidated Entergy Louisiana balance sheet The

creditors of Entergy Louisiana do not have recourse to the assets or

revenues of Entergy Louisiana Investment Recovery Funding

including the investment recovery property and the creditors

of Entergy Louisiana Investment Recovery Funding 10 not have

recourse to the assets or revenues of Entergy Louisiana Entergy

Louisiana has no payment obligations to Entergy Louisiana

Investment Recovery Funding except to remit investment recovery

charge collections

Entergy Texas Securitization Bonds Hurricane Rita

In April 2007 the PIJCT issued financing order authorizing the

issuance of securitization bonds to recover $353 million of Entergy

Texass Hurricane Rita reconstruction costs and up to $6 million of

tntnsaction costs offset by $32 million of related deferred income tax

benetits In lune 2007 Entergy Gulf States Reconstruction Funding

LLC company that is now wholly-owned and consolidated

by Entergy Texas issued $329.5 million of senior secured

transition bonds securitization bonds as follows in thousands

Senior Secured Transitioii Bonds Series

Tranchc A-I 5.51% tile October 2013 93500

Troiche A-2 5.71111 due October 2018 121600

Tranihe A-3 593% rlnc June 2022 114400

Total senior secured transition bonds $329500

Although the principal amount ot each tranche is not due until

the Although the principal amount of each tranche is not due

until the dates given above Entergy Gulf States Reconstruction

Funding expects to make principal payments on the bonds over

the next five years in the amounts of $20.8 nullion for 2012 $21.9

million for 2013 $23.2 million for 2014 $24.6 million for 2015 and

$26.0 million for 2016 Of the scheduled principal payments for 2012

$18.5 million are for Tranche A-i and $2.3 million are for Tranche

A-2 and all of the scheduled principal payments for 2013-2016 are

for Tranche A-2

With the proceeds Entergy Gulf States Reconstruction Funding

purchased from Entergy Texas the transition property which is the

right to recover from customers through transition charge amounts

suflicient to service the securitization bonds The transition property

is reflected as regulatory asset on the consolidated Entergy Texas

balance sheet The creditors of Entergy Texas do not have recourse

to the assets or revenues of Entergy Gulf States Reconstruction

Funding including the transition property and the creditors of

Entergy Gult States Reconstruction Funding do not have recourse

to the assets or revenues ot Entergy Texas Entergy Texas has no

payment obligations to Entergy Gulf States Reconstruction Funding

except to remit transition charge collections

Entergy Texas Securitization Bonds

Hurricane Ike and Hurricane Gustav

In September2009 the PUCT authorized the issuance of securitization

bonds to recover $566.4 million of Entergy Texass hurricane Ike

and Hurricane Gustav restoration costs plus carrying costs and

transaction costs offset by insurance proceeds In November 20tt9

Entergy Texas Restoration funding LLC Entergy Texas Restorat ion

Funding conipany wholly-owned and consolidated by Entergy

Texas issued $545.9 niillion of senior secured transition bonds

securitization bonds as follows in thousands

Senior Secured Transition Bonds Scncs

Tranche A-I 2.12% due February 2016 182SttO

Tianche A-2 3.65% due August 2019 144900

Tranche A-3 4.38% due November 2tt23 218bttO

Total senior secured transition bonds $545900

Although the principal amount of each tranche is not due until he

dates given above Entergy Texas Restoration Funding expects to

make principal payments on the bonds over the next five years in

the amount of $38.6 million for 2012 $39.4 million for 2013 $4tt.2

million for 2014 $41.2 million for 2015 and $42.6 nullion for 2016 All

of the scheduled prmcipal payments for 2012-2014 are tor Tranche

A-i $13.8 million of the scheduled principal payments for 2015 are

for Tranche A-i and $27.4 million are for Tranche A-2 and all of the

scheduled principal paynients for 2016 are for Tranche A-2

With the proceeds Entergy Texas Restoration Funding purchased

from Entergy Texas the transition property which is the right

to recover from customers through transition charge amounts

sufficient to service the securitization bonds The transition property

is reflected as regulatory asset on the consolidated EnI ergy Texas

balance sheet The creditors ot Entergy Texas do not have recourse

to the assets or revenues of Entergy Texas Restoration Funding

including the transition property and the creditors of Entergy Texas

Restoration Funding do not have recourse to the assets or revenues

of Entergy Texas Entergy Texas has no payment obligations to

Entergy Texas Restoration Funding except to rentit transition

charge collections
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Entergy Corporation

Utility

Preferred Stock or Preferred Membership Interests without sinking fund

Eiileigy Arkansas 1/2% 1.15% Series

Eni ergy Gulf States Louisiana Series 8.25%

Em ergy Louisiana Ic eries

Entergy Mississippi /7V 6.25% Series

Entergy New Orleans l..tO% 5.56% Series

Total Utility Preferred Stock or Preferred Membership Interests

without sinking fund

Entergy Wholesale Commodities

Preferred Stock without sinking fund

Entergy Asset Mautagenient 8.95% rate 1000000 1000000

her

Total Subsidiaries Preferred Stock

without sinking fund

NOTE PREFERRED EQUITY
The number of shares and units authorized and outstanding and dollar value of preferred stock preferred membership interests aid

minority interest for Entergy orporation subsidiaries as of December 31 2011 and 2010 are presented below All series of the Utility

preferred stock are redeemable at the option of the related company dollars in thousartds

Shares/Units Shares/Units

Authorized Outstanding

2011 2010 2011 2010 2011 2010

3413500 3413500 3413500 3413501 116350 116350

100000 100000 100000 10000/ 10000 10000

1000000 1000000 840000 84000/ 84000 84000

1403807 1403807 1403807 1403807 50381 50381

197798 197798 197798 197798 19780 19780

6115105 6115105 5955105 5955105 280511 280511

852

7115105 7115105 5955105 6260345 $280511 $310738

305240 29375

In 2007 En try II
Lou ii 0II I/old uq.s Eulcji .subsudmiuj purchased 160000 of these sha res f/ow the holders

pen the sale of loss /1 /uusfiiird sha irs in Ihsrnsbrr 2009 Enterqy Ansi Management had issued and outstanding Class and Glass preferred sha es

1% Drremtnr 20 2011 Ineisjij lnsit Ma 10 JenUflt /o1ihast oil of f/ic oufslandinq Glass piferred s/ia res fun in the holder thereoj currently her are

OVtsIlfl/OUJ loss Ii pr/is-red s/mis-s On December 20 2011 Enleeqy .4sset Management purchased all of
the outstanding Class preferred shares

27ilOo shoiss I/oil told toj this party eunsuthj there are 4759 sImm held by an Enleeqy affiliate
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NOTE COMMON EQUITY
Common Stock

Coimnon stock and treasury stock shares activity for Entergy for 2011 2010 arid 2009 is as follows

2011 2010 2009

Common Shares Treasury Common Shares Treasury Common Shares Treasury

Issued Shares Issued Shares Issued Shares

Beginning Balance January 254752788 76006920 254752788 65634580 248174087 58815518

Eqaily ISilt Fransactwn 0578701

RepHrehases 3475000 11490551 7080000

Issuances

Employee Stock-Based Compensation Plans 1079008 1113411 850390

1inctors Plan 5924 4800 4548

Ending Balance December 31 254752788 78396988 254752788 76006920 254752788 65634580

In December 2005 Entergy Corporation sold 10 million equity units with stated amount of $50 each An equity unil consisted of note

initially due February 2011 and initially hearing interest at an annual rate of 5.75% and purchase contract that obligated the holder of

the equity unit to purchase for $50 between 0.5705 and 0.7074 shares of Entergy Corporation common stock on or before February 17 2019

Entergy paid the holders quarterly contract adjustment payments of 1.875% per year on the stated aniount of $50 per equity unit Under the

terms of the purchase contracts Entergy attempted to remarket the notes iii February 2009 but was unsuccessful the note holders put the

notes to En ergy Entergy retired the notes and Entergy issued shares of common stock to settle the purchase contracts

Entergy Corporation reissues treasury shares to meet the requirements of the Stock Plan for Outside Directors Directors Plan two Equity

Ownership Plans of Entergy Corporation and Subsidiaries the Equity Awards Plan of Entergy Corporation and Subsidiaries and certain other

stock benefit plans The Directors Plan awards to non-employee directors portion of their compensation in the form of fixed number of

shares of Entergy Corporation common stock

In January 2007 the Board approved repurchase program that authorized Entergy to repurchase up to $1.5 billion of its common stock In

January 2008 the Board authorized an incremental $500 million share repurchase program to enable Entergy to consider opporlumstic Purchases

in response 10 equity market conditions Entergy completed both the $1.5 billion and $500 million programs in the third quarter 2009 In October

2009 the Board granted authority for an additional $750 million share repurchase program which was completed in the fourth quarter 2010 In

October 2011 the Board granted authority for an additional $500 nullion share repurchase program As of December 31 2011 $350 million remains

under the .3500 niilliou share repurchase program

Retained Earnings and Dividend Restrictions

Provisions within the articles of incorporation or pertinent indentures and various other agreements relating to the long-term debt and preferred

stock of certain of Entergy Corporations subsidiaries could restrict the payment of cash dividends or other distributions on their common
and prefelTed equity As of December 31 2011 under provisions in their mortgage indentures Entergy Arkansas and Entergy Mississippi had

retained earnings unavailable for distribution to Entergy Corporation of $394.9 million and $68.5 million respectively Entergy Corporation

received dividend payments from subsidiaries totaling $595 million in 2011 $580 million in 2010 and $417 million in 2009

7j
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Comprehensive income

Accumulated oilier comprehensive income loss is included in the

eiputy section of the halance sheets of Entergy Accumulated other

conprehensive income loss in the halance sheefs included the

following ci unponent iii
hot sands

ash thiw hedges Iii

uiireahzed
guilt

1ension not oi her

yost ni ireiiiiiit hahit its

Net unrealized nicest oicnt

gains

Foreign curremy ranslat oil

it iii

Deceniber3l2011 December3l2010

her comprehensive income and total comprehensive income for

years ended December 31 2011 2010 and 2009 are presented in

Entergys Statements of oinprehensive Income

NOTE COMMITMENTS AND CONTINGENCIES

Entergy and the Registrant Suhsidiaries are involved in number of

legal regulatory and lax proceedings before various courts regulatory

coninussions and governmental agencies in the ordinary course

of business While management is unable fo predict the outcome of

such proceedings management clues not believe that the ultimate

resolution of these matters will have material effect on Entergys

results of operations cash flows or financial condition Entergy

discusses regulatory proceedings in Note to the financial statements

tntd discusses tax proceedings in Note to the fitiancial statements

Vidalia Purchased Power Agreement

Entergy Louisiana has an agreement extending through the year 2031

to purchase energy generated by hydroelectric facihty known as the

Vidalia prtect Entergy Louisiana made payments under the contract

of approximately $185.6 million in 2011 $216.5 nullion in 2010 and

.8204.9 million in 2009 If the maximum percentage 94% of the energy

is made avtdlable to Entergy Louisiana current production projections

would require esintateil payments of approximately $172.1 million in

2012 and atotat of $2.5 billion forthe years 2013 through 2031 Entcrgy

Louisiana ctirrently recovers the costs of the purchased energy through

its fuel adjustniei it clause

In an LPS -approscil settlement related to tax benefits from the

ax treat men if the Vidalia contract Entergy Louisiana agreed to

credit rates by $11 ndllion each year for up to ten years beginning

in October 2002 Itt addition in accordance with an LPSC settlement

Entcrgy Liousiana credited rates in August 2007 by $11.3 million

nolocting interest as result of settlement with the IRS of the 2001

lax treatment of the Vidalia contract As discussed in niore detail in

Note ii the tinamial stat entents in August 2011 Entergy agreed to

settlctttent with tlti IRS regarding the rnark-to-nsarket income tax

trcattnent of various wholesale electric power purchase arid sale

agreenients including ito Vidalia agreement In October 2011 the

LPS approved final settlentent under which Entergy Louisiana

agreed to shari the remaining benefits of tins tax accotniting election

by crediting citstomers ati additional $20235 nnllion per year for 15

years beginning January 2012 Entergy Louisiana recorded $199

million regulatory ciungi and corresponding net-of-tax regulatory

liability to reflect tIns otiligation The provisions of the settlement also

proside that the LPS shall not recognize or rise Entergy Louisianas

use oft he cash ticnetil front hi tax trcatment in setting any of Entergy

Louisianas rates Therefore to the extent Entergy Louisianas use of

tin proceicls would onclitiarily have reduced its rate base no changc in

rate base shall tie reflect itt for ratetnaking puiroses

Nuclear Insurance

THIRD PARTY LIABILITY INSURANCE

The Price-Anderson Act requires that reactor licensees purchase

insurance and participate in secondary insurance pool that

provides insurance coverage for the public in the event of nuclear

power plant accident The costs of this insurimce are borne by the

nuclear power industry Congress amended and renewed the Price-

Anderson Act in 2005 for term through 2025 The Price-Anderson

ttlti258
Act requires nuclear power plants to show evidence of financial

protection in the event of nuclear accident This protection titlist

276466 consist of two layers of coverage

The primary level is private insuratice underwritten by American

1291385 Nuclear Insurers ANI and provides public liability insurance

coverage of $375 million If this amount is not sufficient to cover

claims arising from an accident the second level Secondary

Financial Protection applies

Within the Secondary Financial Protection level each nuclear

reactor has contingent cibligation to pay retrospectivc

prentiunt equal to its proportionate share of the loss in excess

of the primary level regardless of proximity to the incident or

fault up to maximum of $117.5 million per reactor per incident

Entergys maximum total contingent obligation per incident

is $1.3 billion This consists of $111.9 million maximunt

retrospective premium plus five percent surcharge which

equates to $117.5 million that may be payable if needed at

rate that is currently set at $17.5 million per year per incident per

nuclear power reactor

In the event that one or more acts of terrorism cause nuclear

power plant accident which results in third-party damages off-

site property and environmental damage off-sitc bodily iriury

and on-site third-party bodily injury i.e contractors the pdtmtary

level provided by ANT combined with the Secondary Financial

Protection would provide $12.6 billion in coverage The Terrorism

Risk Insurance Reauthorization Act of 2007 created government

progrant that provides for up to $100 billion in coverage in excess

of existing coverage for terrorist event

Crirrently 104 nuclear reactors are participating in the Secondary

Financial Protection program The product of the maximum

retrospective premium assessment to the nuclear power mdust ry amt

the number of nuclear power reactors provides over $12.2 billion in

secondary layer insurance coverage to compensate the public in the

event of nuclear power reactor accident The Price-Anderson Act

provides that all potential liability for nuclear accident is linuted to

the amounts of insurance coverage available under the primary and

secondary layers

Entergy Arkansas has two licensed reactors and Entergy iulf

States Louisiana Entergy Louisiana anti Systent Energy each

have one licensed reactor 10% of Grand Gulf is owned by non-

affiliated company SMEPA that wctuld share on pro-rata basis in

arty retrospective premium assessment tct System Energy undcr the

Price-Anderson Act The Entergy Wholesale Commodities segnietil

includes the ownership arid operation of six nuclear power reactors

and the ownership of the shutdown Indian Point reactor and l3ig

Rock Point facility

177497

49115531

59919

2668 2311

$t68452 38212
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PROPERTY INSURANCE

Entergys nuclear owner/licensee subsidiaries are members of

Nuclear Electric Insurance Limited NEIL mutual insurance

company that provides property damage coverage including

decontamination ani premature lecommissionmg expense to the

members nuclear generating plants Effective April 2011 Entergy

was insured against such tosses per the following structures

Utility Plants ANO and Grand Gulf River Bend and

Waterford

Primary Layer per planl $500 million per occurrence

Excess Layer per plant $750 niillion per occurreuce

Blanket Layer shared among the Utility plants $350 million

per occurrence

Total timit $1.6 billion per occurrence

Deductibles

$2.5 million per occurrence Turbine/generator damage

$2.5 million per occurrence Other than turbine/

generator damage

$10 million per occurrence plus 10/I of amount

above $10 million Damage from windstorm flood

earthquake or volcanic eruption

Note ANO and share in the primary and excess layers with common

policies because the policies are issued on per site basis

Entergy Wholesale tommodities Plants Indian Point FitzPatrick

Pilgrim Vermont Yankee Palisades and Big Rock Point

Primary Layer per plant $500 million per occurrence

Excess Layer $615 million per occurrence

Total limit $1115 billion per occurrence

Deductibles

$2.5 million per occurrence Turbine/generator damage

$2.5 nullion per occurrence Other than turbine/generator

damage

$lt million per occurrence plus 10/I of amount

above $10 million Damage from windstorm flood

earthquake or volcanic eruption

Note The Indian Point Units share in the primary and excess

layers with common policies because the policies are issued on

per site basis Big Rock Point has its own primary policy with no

excess coverage

In addition Waterford Grand Gulf and the Entergy Wholesale

Commodities plants are also covered under NEILs Accidental Outage

Coverage program This coverage provides certain fixed indemnities

in the event of an unplanned outage that results from covered NEIL

property damage loss sulject to deductible period The following

suummarizes this coverage effective April 2011

V/at erford

$2.95 million weekly indemnity

$413 million maximum indemnity

Deductible 26 week deductible period

Grand Gulf

$100001 weekly indemnity total for four policies

$56 omillion maximum indemnity total for four policies

Deductible 26 week deductible period

Indian Point Indian Point and Palisades

$4.5 nullion weekly indenmnity

$490 million maximum indemnity

Deductible 12 week deductible period

FiizPatrick and Pilgrim

$4.0 million weekly indemnity

$490 million maximum indemuity

Deductible 12 week deductible period

Vermont Yankee

$3.5 million weekly indemnity

$435 million maximum indemnity

Deductible 12 week deductible period

Under the property damage and accidental outage insurance

programs all NEIL insured plants could be subject to assessments

should losses exceed the accumulated fund.s available frimni NEIL

Effective April 2011 the maxhnum amounts of such pessible

assessments per occurrence were as follows in millions

Utility

Eat ergy Arkansas

Eutergy Gulf States Louisiana

Eotcrgy Louisiana

Eot ergy Mississippi

Entergy New Orleans

Emitergy Texas

Sysi em Energy

Eutergy Wholesale tommodities

Potential assessments for the Entergy Wholesale Commodities

plants are covered by insurance obtamed through NEIUs reinsurers

Entergy maintains property insurance for its nuclear units iii

excess of the NRCs minimum requirement of $1.06 billion per site

for nuclear power plant licensees NRC regulations provide thai

the proceeds of this insurance must be used first to render tIme

reactor safe and stable arid second to complete decontamination

operations Only after proceeds are dedicated for such use and

regulatory approval is secured would any remaining proceeds be

made available for the benefit of plant owners or their creditors

In the event that one or more acts of terrorism causes property

damage under one or more or all nuclear insurance policies issued

by NEIL including but not limited to those described above

within 12 months from the date the first property damage occurs

the maximum recovery under all such nuclear insurance policies

shall he an aggregate of $3.24 billion plus the additional amounts

recovered for such losses from reinsurance indemnity and any other

sources applicable to such losses The Terrorism Risk Insurance

Reauthorization Act of 2007 created government programmi that

provides for up to $100 billion in coverage in excess of existimmg

coverage for terrorist event

Conventional Property Insurance

Entergys conventional property insurance program provides

coverage of
imp

to $400 million on an Entergy systeni-wide basis for all

operational perils direct physical loss or damage due to machinery

breakdown electrical failure fire lightning hail or explosion on an

each and every loss basis up to $400 million fri coverage for certain

natural perils direct physical loss or damage due to earthquake

tsunami flood ice storm annl tornado on an anuual aggregate

basis amid up to $125 million for certain other natural perils direct

physical loss or damage due to named windstorm or storm stmrge

$26.1

4161

4191

41.9

$6.67

N/A

4161
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on an annual aggregate basis The conventional property insurance

program pnivides up $50 ndllion hi coverage for the Entergy

New Orleans gas list nbut ion system on an annuaJ aggregate basis

The coverage is subject to $20 million self-insured retention per

occurrence br qerat ionat perils arid $35 million selfinsured

retention sr occurrence or natural perils and for the Entergy New

rleans gas ilistr hution sysbeni

tovereil property generally includes power plants substations

tacilities inventories and gas distnbution-related properties

Excluded pruperty generally includes above-ground transmission

and distribution lines poles and towers The primary layer consists

of $h5 nullion layer in excess of the self-insured retention and

the excess layer consists of $335 million layer in excess of the

$65 million irmmcv layer Both layers are placed on quota share

basis through several insurers This coverage is in placi for Entergy

3uporation the Registrant Subsidiaries and certain other Entergy

subsidiaries including the owners of the nuclear power plants in the

Entergy Wholesale oiouiodities segment Entergy also purchases

$3111 nullion in terrorisni insurance coverage for its conventional

ooperIy The Terrurisni Risk Insurance Reauthorization Act of 2007

created governuient pr gram that provides for up to $100 billion in

coverage in excess of existi ig coverage for terrorist event

In addit to lie uventional property insurance program

Entergy has purcliased additional coverage $20 million per

occurrence for sonic of its nonregulated nongeneration assets

This policy serves to loiydown the $20 million deductible and is

llllced on scheduled location basis The applicable deductibles

are $lttO00t to .$250.Ott except for properties that are daniaged by

tloodirig mob propeilies whose values are greater than $20 million

these propeities have $5011001 deductible

GAS SrsrrM REBUn INSURANcE PROCEEDS

Entergy New Orleans received insurance proceeds for future

coustructnai expendit tires associated with rebuilding its gas

syst em and the October 2106 City Council resolution approving the

seltlenient of Entergy New Orleanss rate and storm-cost recovery

lilings requires Rut ergy New Orleans to record those proceeds

in designated subaccount of other deferred credits until the

proceeds are spent on the rebuild project This other deferred credit

is shown as Gas syst ciii rebuild insurance proceeds on Entergy

New Orleanss balance sheet

Employment and Labor-Related Proceedings

The Regis rant Subsidiaries and olher Entergy subsidiaries are

responding to various lawsuits in both state and federal courts

and to other labor-related proceedings filed by current and former

employees and third parties riot selected for open positions These

actions include hut are not limited to allegations of wrongful

employment actions wage disputes and other claims under the Fair

Labor Stanilanls Act or its state counterparts claims of race gender

and disatulity tliscrinuiiation disputes arising under collective

bargaining agreements uiifair labor practice proceedings and other

administrative procieilings tiefore Itie National Labor Relations

Board clams of retaliation and clamnis for or regarding benefits

under various Entergy orporation sponsored plans Entergy

and the Registrant Subsidiaries are responding to these sruts and

proceeduigs and deny liability to the claimants Management

believes that loss exposure has been and will continue to be handled

so that the ultimate resolution of these matters will not be material

in tIle aggregate to the linancial position results of operation or

ash flows of Eutergy io the Utility operating companies

NOTE ASSET RETIREMENT OBLIGATIONS

Accounting standards require the recording of liabilities for all

legal obligations associated with the retirement of long-lived assets

that result from the normal operation of those assets For Eritergy

substantially all of its asset retirement obligations consist of its

liability for decommissioning its nuclear power plants In addition

an insignificant amount of removal costs associated with non

nuclear power plants is also included in the decommissioning line

item on the balance sheets

These liabilities are iecorded at their fair values wluch are the

present values of the estimated future cash outflows in the period

in which they are incurred with an accompanying addition to the

recorded cost of the long-lived asset The asset retirement obligation

is accreted each year through charge to expense to reflect the time

value of money for this present value obligation The accretion will

continue through the completion of the asset retirement activity The

amounts added to the carrying amounts of the long-lived assets will

be depreciated over the useful lives of the assets The application

of accounting standards related to asset retirement obligations is

earnings neutral to the rate-regulated business of the Registrant

Subsidiaries

In accordance with ratemaking treatment and as required by

regnilatory accounting standards the depreciation provisions

for the Registrant Subsidiaries include component for renioval

costs that are not asset retirement obligations under accounting

standards In accordance with regulatory accounting principles the

Registrant Subsidiaries have recorded regulatory assets liabilities

in the following amounts to reflect their estimates of the difference

between estimated incurred removal costs and estimated removal

costs recovered in rates in nullions

December 31

Enlergy Arkansas

Eotergy Gulf States Louisiana

Entergy Louisiana

Entergy Mtssissippi

Entergy New Orleans

Entergy Texas

System Energy

2011

tti.4

$30.3

$62.t3

48.5

16.3

4.5

11.8

2010

$2441

$124.91

452.91

4tLt

15.4

7.3

12.2
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The dunmiative decommissioning and retirement cost liabilities

and expenses recorded in 2011 by Entergy were as follows

in niillions

Utility

Entergy Arkansas 602.2

Entergy Gulf States

Louisiana

Entergy Louisiana

Entergy Missi.ssippi

Entergy

New Orleans

Enlergy Texas

System Energy

Entergy Wholesale

Commodities

Change
in Cash Liabilities

Flow as of Dec
Estimate Spending 312011

The cumulative decommissioning and retirement cost liabilities

and expenses recorded in 2010 by Entergy were as follows

in millions

Utility

Change

Liabilities in Cash

as of Dec Flow

312009 Accretion Estimate

Enlergy Arkansas 566.4

Enlergy Gulf States

Louisiana 321.2

Entergy Louisiana 298.2

Entergy Mississippi 5.1

Entergy

New Orleans 3.2

Entergy Texas 3.4

System Energy 421.4

Entergy Wholesale

Commodities

Entergy periodically reviews and updates estimated decommission

ing costs The acttial decommissioning costs may vary from

the estimates because of regulatory requirements changes in

technology and increased costs of labor materials and equipment

As described below during 2011 Entergy updated decommissioning

cost estimates for certain nuclear power plants There were no

updates to decommissioning cost estimates for 2010

In the first quarter 2011 System Energy recorded revision to its

estimated decommissioning cost liability for Grand Gulf as result

of revised decommissioning cost study The revised estimate

resulted in $38.9 million reduction in its decommissioning liability

along with corresponding reduction in the related regulatory asset

In the fourth quarter of 2011 Entergy Wholesale Commodities

recorded reduction of $34.1 nnlhon in the decommissioning

cost liability for plant as result of revised decommissioning

cost study obtained to comply with state regulatory requirement

The revised cost study resulted in change in the undiscounted

cash flows and credit to decommissioning expense of $34.1 million

$21 million net-of-tax was recorded reflecting the excess of the

reduction in the liability over the amount of undepreciated assets

For the Indian Point and FitzPatrick plants purchased in 2000

NYIA retained the decommissioning trusts and the decommissioning

liability NYEA and Entergy subsidiaries executed deconimissioning

agnements which specify their decommissioning obligations

NY1A has the right to require the Entergy subsidiaries to assume the

decommissioning liability provided that it assigns the corresponding

The fair values of the decommissioning trust funds and the

related asset retirement obligation regulatory assets of Entergy as of

December 31 2010 are as follows in millions

Regulatory Asset

$161.4

11.9

$104.2

98.3

NOTE 10 LEASES

General

As of December 31 2011 Entergy had capital leases and non-

cancelable operating leases for eqtupment buildings vehicles and

fuel storage facilities excluding nuclear fuel leases and the Grand

Gulf and Waterford sale and leaseback transactions with minimuni

lease payments as follows in thousantis

Year

2012

111

2114

2115

2016

Years thereafter

Minimum lease payments

Less Amount representing interest

Present value of net minimum

lease payments

Total rental expenses for all leases excluding nuclear fuel leases

and the Grand Gulf and Waterford sale and leaseback transactions

amounted to $75.3 nnllion in 2011 $80.8 niillion in 2010 and $71.6

niillion in 2009 In addition to the above rental expense railcar

Liabilities

as of Dec

312010 Accretion

38.0 6411.2

339.9

321.2

5.4

19.9

24.6

0.3

decommissioning tmst up to specified level to the Entergy

subsidiaries If the decommissioning liability is retaintd by NYPA the

Entergy subsidiaries will perfom the decommissioning of the plants

at price equal to the lesser of pre-specified level or the amount in

the decommissioning trusts Entergy recorded an asset which is now

$521.6 million as of December 31 2011 representing its estimate of

the present value of the difference between the stipulated contract

amount for decommissioning the plants less the decommissioning

cost estimated in an independent decommissioning cost study The

asset is increased by monthly accretion based on the applicable

discount rate necessary to ultimately provide for ttme estimated tuture

value of the decommissioning contract The monthly accretion is

recorded as interest income

01 Entergy maintains decommissioning trust funds that are

152 31 838 it
committed to meeting the costs of decommissioning Ihe nuclear

power plants The fair values of the decommissioning trust funds

$1420.0 $115.6 $34.1 8.6 $1492.9 and the related asset retirement obligation regulatory assets of

Entergy as of December 31 2011 are as follows in niillions

359.8

345.8

5.7

Utility

Decommissioning Trust FairValues Regulatory Asset

35.8

18.7

23.0

1.3

ANO1andANO2 541.7 $181.5

Liabilities River Bend 420.9 5.5

as of Dec
\katertord 2H4.0 $1 11.1

Spending 12010
Grand Gulf 423.4 5t.6

6022
Entergy Wholesale Commodities $2148.1

339.9

321.2

5.4

1.2 34 DecommissioningTrust Fair Values

0.2 3.6
Utility

.8
31.4 4528

ANO and ANO 520.8

River Bend 391.6

$1320.6 $107.6 88.2 $1420.0
Waterfnrd 240.5

Grand Grilf 387.tt

Entergy Wholesale Commodities $2052.9

Operating

Leases

84860

78552

78551

12043

37963

166445

508422

$508422

Capital

Leases

6494

6494

46tt4

4615

4457

38025

64779

23621

$41i58
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operating lease payieiits and oil tank facilities lease paynients are

recorded iii fuel expense in accordance with regulatory treatment

Railcar operating lease payments were $8.3 million in 2011 $8.4

million in 2010 and $7.2 million in 2009 for Entergy Arkansas and

$2.0 million in 2011 $2.3 nullion in 2010 and $3.1 million in 2009 for

Entergy Gulf States Louisiana Oil tank facilities lease payments for

Entergy Mississippi were $3.4 million in 2011 $3.4 million in 2010

and $3.4 million in 2009

Sale and Leaseback Transactions

WATER FORD LEASE OBLIGATIONS

In 1989 in three separate but substantially identical transactions

Entergy Louisiana sold ud leased hack undivided interests in

Waterford for the aggregate sum of $353.6 million The interests

represent approximately 9.3% of Waterford The leases expire

in 2017 Under certain circumstances Entergy Louisiana may

repurchase the leased interests prior to the end of the teini of the

leases At the end of the lease terms Entergy Louisiana has the

option to repurchase the leased interests in Waterford at fair

market value or to renew the leases for either fair market value or

under certain conditions fixed rate

Entergy Louisiana issued $208.2 million of noninterest hearing

first mortgage honds as collateral for the equity portion of certain

amounts payable under the leases

Upon the occurrence of certain events Entergy Louisiana may

be obligated to assume lit outstanding bonds used to finance the

purchase of the interests in the unit and to pay an amount sufficient

to withdraw from the lease transaction Such events include lease

events of default events of loss deemed loss events or certain

adverse Financial Events Financial Events include among other

things failure by Ent ergy Lomsiana following the expiration of any

applicable grace or cure period to niainfain total equity capital

including preterred inroihership interests at least equal to 30% of

ajjusted capitalizatitn or ii tixed charge coverage ratio of at

least .Stl computed rolling 12 month basis As of December 31

2t1 11 Entergy Louisiana was in compliance with these provisions

As of December 31 2011 Entergy Louisiana had future minimum

lease payments reflecting an overall implicit rate of 7.45% in

connection with the Waterford sale and leaseback transactions

which are recorded as longterm debt as follows in thousands

2012

2013

2011

2013

2010

Yeos liereati ci

I1itd

Less Amount representing interest

Present value of net minimum lease payments

GRAND GULF LEASE OBLIGATIONS

In 1988 in two separate but substantially identical transactions

System Energy sold and leased hack undivided ownership interests

in Grand Gulf for the aggregate suni of $500 million The interests

represent approximately 11.5% of irand tiulf The leases expire in

2015 Under certain circumstances System Entergy may repurchase

the leased interests prior to the end of the term of the leases At the

end of the lease terms System Energy has the option to repurchase

the leased interests in Grand Gulf at fair market value or to renew

he leases for either fair market value or under certain conditions

fixed rate

System Energy is required to report the sale-leaseback as financing

transaction in its financial statements For financial reporting purposes

System Energy expenses the interest portion of the lease obligation

and the plant depreciation Flowever operating revenues include the

recovery of the lease payments because the transactions are accounted

for as sale and leaseback for rateniaking purposes Consistent with

recommendation contained in FERC audit report System Energy

initially
recorded as net regulatory asset the difference between

the recovery of the lease payments and the amounts expensed for

interest and depreciation and continues to record this difference as

regulatory asset or liability on an ongoing basis resulting in zero

net balance for the regulatory asset at the end of the lease tenu The

amount was net regulatory asset liability of $2.0 million and $60.0

million as of December 31 2011 and 2010 respectively

As of December 31 2011 System Energy had future minimum

lease payments reflecting an implicit rate of 5.13% which are

recorded as long-term debt as follows in thousands

2012 19051

2013 5t54t

51t537

52253

Years thereafter

Total 204395

Less Amount representing interest 25011

Present value of net minimum lease paynieuts $178784

NOTE II RETIREMENT OTHER POSTRETIREMENT

BENEFITS AND DEFINED CONTRIBUTION PLANS

Qualified Pension Plans

Enfergy has seven qualified pension plans covenng substantially

all employees Entergy Corporation Retirement Plan for Non-

Bargaining Employees Entergy Corporation Retirement Plan for

Bargaining Employees Entergy Corporation Retirement Plan II for

Non-Bargaining Employees Entergy Corporation Retirement Plan

II for Bargaining Employees Entergy Corporation Retirement Plan

III Entergy Corporation Retirement Plan IV for Non-Bargaining

Employees and Entergy Corporation Retirement Plan IV for

Bargaining Employees The Registrant Subsidiaries participate in

two of these plans Entergy Corporation Retirement Plan for Non-

Bargaining Employees and Entergy Corporation Retirement Plan

for Bargaining Employees Except for the Entergy Corporation

Retirement Plan III the pension plans are noncontributory and

provide pension benefits that are based on employees credited

service and compensation during the final years before retirement

The Entergy Corporation Retirement Plan III includes mandatory

employee contribution of 3% of earnings during the first 10 years of

plan participation and allows voluntary contributions from 1% to

10% of earnings for limited grrmup of employees

The assets of the seven qualilled pension plans are held in master

trust estabhshed by Entergy Each pension plan has an undivided

beneficial interest in each of the investment accounts of the master

trust that is maintained by trustee Use of the master trust pennits

the conuningling of the trust assets of the pension plans of Entergy

Corporation and its Registrant Subsidiaries thr investment anrl

administrative purposes Although assets are commingled in the

master trust the trustee maintains supporting records for the purpose

of allocating the equity in net earnings loss and the administrative

expenses of the investment accounts to the various participatuig

2014

2015

2015

39.007

263t11

31036

28827

16938

116335

248504

60249

$188255



NOTES TO CONSOLIDATED FINANCIAL STATEMENTS contioiied

Eu
uc cc Nc II 21

pension plans The fair value of the trust assets is determined by

the trustee and certain investment managers The trustee calculates

daily earnings factoi including realized and unrealized gains or losses

collected and accrued income aod adnnoistrative expeoses and

allocates earnings to each plan io the master trust on pro rata basis

Furthea within each peosion plan the record of each Registrant

Subsidiarys beneficial interest in the plan assets is maintained by the

plans actuary and is updated quarterly Assets for each Registrant

Subsidiary are increased for investment income and contributions

and decreased for benefit payments plans investment net income/

loss i.e interest and dividends realized gains and losses and

expenses is allocated to the Registrant Subsidiaries participating in

that plan based on the value of assets for each Registrant Subsidiary

at the beginning of the quarter adjusted for contributions and benefit

payments made during the quarter

Entergy Corporation and its subsidiaries fund pension costs

in accordance with contribution guidelines established by the

Employee Retirement Income Security Act of 1974 as amended

and the Internal Revenue Code of 1986 as amended The assets

of the plans include common and preferred stocks fixed-income

securities interest in money market fund and insurance contracts

The Registrant Subsidiaries pension costs are recovered from

customers as component of cost of service in each of their

respective jurisdictions

Components of Qualified Net Pension Cost and
Other Amounts Recognized as Regulatory
Asset and/or Accumulated Other Comprehensive
Income AOCI
Entergy Corporation and its subsidiaries total 2011 2010 and 2009

qualifietl pension costs and amounts reeugnized as regulatory asset

and/or other comprehensive income including amonnts capitalized

included the following components in thousands

121.961 194956

236992 231296 218172

391276 259608 249220

Total recognized as net periodic

pension cost regulatory asset

and/or AOCI before tax $1103301 308833 135397

Estimated amortization

amounts from regulatory

asset and/or AOCI to net

periodic cost in

the following year

Prior service cost 2733 3150 4658

Net loss 169064 92977 659th

Amount recognized as AOCI before tax
Prior service cost 2t148 2855

Net loss 55l6t3 297tlttl

.3 554261 299948

Other Postretirement Benefits

Entergy also currently provides health care anti life insurance

benefits for retired employees Substantially all employees may
become eligible for these benefits if they reach retirenient age and

meet certain eligibility requirements while still working for Entergy

Entergy uses December31 measurement date for its postretirement

benefit plans

Effective January 1993 Entergy adopted an account itig standard

requiring change from cash method to an accrual method

of accounting for postretirenient benefits other than pensiuns

$1045624 232279 76799
At January 1993 the actuarially determined accumulated

postretirement benefit obligation APBO earned by retirees and

active employees was estimated to be approximately $241.4 niillion

fir Entergy other than the former Entergy Gulf States and $128

million for the former Entergy Gulf States now split into Entergy

Gulf States Louisiana and Entergy Texas Such obligations are being

amortized over 20-year period that began in 1993 For the most part

the Registrant Subsidiaries recover accrued other postretirentent

benefit costs from customers and are required to contribute the

other postretirement benefits collected in rates to an external trust

Qualified Pension Obligations Plan Assets Funded

Status Amounts Recognized in the Balance Sheet

for Entergy Corporation and Its Subsidiaries as of

December 31 2011 and 2010 in thousands
2011 2010

Change in Projected Benefit Obligation PBO
Balance at beginning of year 1301218 1817744

Service cost 121961 104956

Interest cost 236992 23120t

Act narial loss 703895 2911St

Eniployee contribotions 828 814

Benefits paid 177251 166771

Balance at end oryear 5187635 l3ttl218

Change in Plan Assets

Fair valne or assets at beginning of year 32162t18 2607274

Actoal retorn on plan assets 411453 121151

Employer rontribntions 400532 454151

Employee contributions 828 591

Benefits paid 177259 11137711

Fair value of assets at end ot year 33911916 12162118

Funded status 1787719 1081950
Amount recognized in the balance sheet

Non-current liabitittes 1787719 10811501

Amount recognized as regulatory asset

Prior service cost 9816 12971

2009 Net loss 2048743 13511110

2058571 13111515

2011 2010

Net periodic pension cost

Service list benefits earned

during the period

Interest cost on projecteit

benetit obligation

Expect ccl retorn on assets

Amortization of piior

seniie cost

Recognized net loss

Net lienodic pension costs

89646

3350

92977

154004

4658

65 91

147113

4997

224131

85996

Other changes in plan assets

and benefit obligations

recognized as regulatory asset

and/or AOCI before tax

Arising this penod

Net loss

Amounts reclassified from

regulatory asset and/or AOCI

to act periodic pension cost in

the current sear

Amortization of prior

service cost 1350
Amortization of net loss 92977

Total
.3 949297

4658 4997

65901 22401

.3 161720 .3 49401
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Eniergy Arkansas Ent ergy Mississippi Entergy New Orleans

and Entergy Texas have received regulatory approval to recover

accrued other postretirenient benefit costs through rates Entergy

Arkansas began recovery in 1998 pursuant to an APSC order This

order also allowed Entergy Arkansas to amortize regulatory asset

representing the diflerence between other postretirement benefit

costs and ash expenditures for other postretirement benefits

incurred from 1993 through 1997 over 15-year period that began

in January 1998

The LPSC ordered Rot ergy Gulf States Louisiana and Eritergy

Louisiana to continue the use of the pay-as-you-go method for

ratemaking purposes br postretirement benefits other than

pensions However the LPSC retains the flexibility to examine

nidiviclual companies accounting for other postretireinet benefits

to leterlmne if special exceptions to this order are warranted

Pursuant regulat or directives Entergy Arkansas Entergy

Mississippi Entergy New Orleans Entergy Texas and System

Energy contribute the other postrctirement benefit costs collected

in rates into external trusts System Energy is funding on behalf of

Entergy Operations cit her postretirement benefits associated with

Grand Gulf

Trust assets contrihut by participating Registrant Subsidiaries

are in three bank-adnumstered trusts established by Entergy

orporation and maintained by trustee Each participating

Registrant Suhsidiar holds beneficial interest in the trusts assets

The assets in the master trusts are commingled for investment

and adnunistrative purposes Although assets are commingled the

rustee maintains support ing records for the purpose of allocating

the beneficial interest iii net earnings/losses and the administrative

epense of the invest ment accounts to the various participating

plans and participating Registrant Subsidiaries Beneficial interest

in an investment accounts net income/loss is comprised of

interest and dividends realized and unrealized gains and losses and

expenses Beneficial interest from these investments is allocated

nionthly to the plans and participating Registrant Subsidiary based

on their portion of net assets in the pooled accounts

Components of Net Other Postretirement Benefit

Cost and Other Amounts Recognized as

Regulatory Asset and/or AOCI

Entergy orporations uol its subsidiaries total 2011 2010 and 2009

other postretirenient benefit costs including amounts capitalized aitci

unounts recognized a.s regulatory asset and/or other comprehensive

income included the following components in thousands

2011 2010 2009

Other 1ostretirement costs

Service sl benefits anictt

during the period 59341 52313 46765

Interest cost on APB 74522 76078 75265

ExpectidI return on assets 29477 26213 23484

Amortization of transit ion obligation 3183 3728 3732

Aniort ization of prior service credit 11070 12060 16096

Recognized net loss 21.192 17270 18970

Net other postretirenient benefit cost $114690 $111116 $105152

Other changes in plan assets and benefit

obligations recognized as regulatory asset and/or

AOCI before tax

Arising this period

Prior service credit for period

Net lcss

Amounts reclassified from regulatory

asset and/or AOCI to net periodic

benefit cost in the current year

Amortization of transition obligation 3183
Amortization of prior service credit 14070

Amortization of net loss 21192

Total $196782

Total recognized as net periodic

benefit cost regulatory asset

and/or AOCI before tax

Estimated amortization amounts from

regulatory asset and/or AOCI to net

periodic benefit cost in the following year

Transition obligation

Prior service credit

Net loss

$311472 $133819 $123529

3177 3183 $3728

$08163 $04070 $02060

43127 21192 1727t

Other Postretirement Benefit Obligations

Plan Assets Funded Status and Amounts Not Yet

Recognized and Recognized in the Balance Sheet

of Entergy Corporation and its Subsidiaries as of

December 31 2011 and 2010 in thousands
2011 2010

Change in APBO

Balance at beginning of year 1386370 $1280076

Service cost 59340 52313

Interest cost 74522 76078

Plan amendments 29507 511548

Plan participant contributions 1.1650 1.1275

Actuarial gain/loss 216549 92340

Benefits paid 77454 83613

Medicare Part subsidy received 4551 5449

Early Retiree Reinsurance Program proceeds 3348

Balance at end of year 1652369 1386370

Change in Plan Assets

Fair value of assets at beginning of year 40443t 362399

Actual return on plan assets 9432 36364

Employer contributions 76114 75005

Plan participant contributions 14650 14275

Benefits paid 77454 83613

Fair value of assets at end of year 427172 404430

Funded status $0225197 981940

Amounts recognized in the balance sheet

Current liabilities 32832 30225

Non-current liabilities 1192365 951715

Total funded status $0225197 981940

Amounts recognized as regulatory asset

before tax

Transition obligation 2557 5118

Prior service cost/credit 6628 8412

Net loss 353905 253415

349834 25t091

Amounts recognized as AOCI before tax

Transition obligation 620 1242

Prior service credit 66176 48925

Net loss 113379 198461

247823 150783

$09507 $50548

236594 82189 24983

3728 3732
12060 ltitt96

17270 18970

22703 18377
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS conDoner

Non-Qualified Pension Plans

Entergy also sponsors non-qualified non-contributory defined

benefit pension plans that provide benefits to certain key employees

Entergy recognized net periodic pension cost related to these plans

of $24 million in 2011 $27.2 million iii 2010 and $23.6 nnllion in

2009 In 2011 2010 and 2009 Entergy recognized $4.6 million $9.3

million and $6.7 million respectively in settlement charges related

to the payment of lump sum benefits out of the plan that is included

in the non-qualified pension plan cost above The projected benefit

obligation was $164.4 million and $148.3 million as of December 31

2011 and 2Oltt respectively The accumulated benefit obligation was

$146.5 million and $131.6 million as of December 31 2011 and 2010

respectively

Entergys non-qualitied non-current pension liability at December

31 2011 and 2010 was $153.2 million and $138.7 million respectively

and its current liability was $11.2 million and $9.6 millionrespectively

The unamortized transition asset prior service cost and net loss are

recognized in regulatory assets $58.9 million at December 31 2011

and $53.5 million at December 31 2010 and accumulated other

comprehensive income before taxes $27.2 million at December 31

2011 and $24.3 million at December 31 2010

Accounting for Pension and Other

Postretirernent Benefits

Accounting standards require art employer to recognize in its balance

sheet the fimded status of its benefit plans This is measured as the

difference bet ween plan assets at fair value and the benefit obligation

Entergy uses December 31 measurement date for its pension and

other postretirement plans Employers are to record previously

unrecognized gains and losses prior service costs and any remaining

transition asset or obligation that resulted from adopting prior

pension and other postretirenient benefits accounting standards as

comprehensive income and/or as regulatory asset reflective of the

recovery mechanism for pension and other postretirement benefit

costs in the Utilitys jurisdictions For the portion of Entergy Gulf

States Louisiana that is not regulated the unrecognized prior service

cost gains and losses and transition asset/obligation for its pension

and other postretirenment benefit obligations are recorded as other

comprehensive inconie Entergy Gulf States Louisiana and Entergy

Louisiana recover other postretirement benefit costs on pay as you

go basis and record the unrecognized prior service cost gains and

losses and transition obligation for its other postretirement benefit

obligation as other comprehensive income Accounting standards

also requires that changes in the funded status be recorded as other

comprehensive income and/or regulatory asset in the period in

which the changes occur

With regard to pension and other postretirement costs Entergy

calculates the expected return on pension and other pustretirement

benefit plan assets by multiplying the long term expected rate of

return on assets by the market-related value MRV of plan assets

Entergy determines the MRV of pension plan assets by calculating

value that uses 20-quarter phase-in of the difference between

actual and expected returns For other postretirement benefit plan

assets Entergy uses fidr value when determining MRV

Qualified Pension and Other Postretirement

Plans Assets

The Plan Administrators trust asset investment strategy is to invest

the assets in manner whereby long term earnings on the assets

plus cash contributions provide adequate funding for retiree

benefit payments The mix of assets is based on an optimization

study that identifies asset allocation targets in order to achieve the

maximum return for an aeeeptahle level of risk while mininnzing the

expected contributions and pension and postretirement expense

The Plan Administrator approved new asset allocation and

implenientation of an optimization study in 2011 for the pension

assets The optimization study recommended that the target asset

allocation adjust dynamically based on the funded status of the plan

The study identifies npdated asset allocation targets to maxmnmize

return on the assets within prudent level of risk as mentioned

above and to maintain level of volatility that is not expected

to have material impact on Entergys expected eontritmt ion and

expense Entergy has begun to adjust its asset allocation and those

adjustments are reflected in the target and actual asset allocations

listed below

Entergy also completed an optimization study in 2011 for the

postretirement assets that identifies new asset allocation targets

Entergy plans to adjust to this asset allocation during 2012 and the

target asset allocation will be 39% domestic equity securities 26%

international equity securities and 35% fixed income securities for all

trusts taxable and non-taxable

In the optimization studies the Plan Administrator fonnulates

assumptions about characteristics such as expected asset class

investment returns volatility risk and correlation roeftieients

among the various asset classes The future market assumptions

used in the optimization study are determined hy examining

historical market characteristics of the various asset classes and

making adjustments to reflect fnture conditions expected to prevail

over the study period The following targets and ranges were

established to produce an acceptable economically efficient plan to

manage around the targets The target asset allocation range below

for pension shows the ranges within which the allocation may adjust

based on funded statns with the expectation that the allocation

to fixed income securities will increase as the pension funded

status increases

Ent ergys qualified pension and post retirement weighted-average

asset allocations by asset category at December 31 2011 and 2Oltt

and the target asset allocation and ranges for those time periods are

as follows

Pension Asset Allotatton Target Range 201 2010

Domestte Equity Securities 45% t4% to 5t% 11% 418

tnt ernationat Equity Securities 20% 16% to 24% 8% 219

Fixed-tueoiue Securities t5% 31% to 1% t7%

Other to tO% 1% t%

Postretirement

AssetAllotation Target Range 2011 2010 Target Range 2011 2010

nuniestie

Equtty Securities 35% 33% to 43% 39% 39% tS% t9% to It/K

lutemattouat

Equity Securities 17% 12% to 22% 15% tS% _% --%

tixett-tneoiue

Securities

Other

In determining its expected long term rate of return on plan

assets used in the ealculafion of benefit plan costs Entergy reviews

past performance current and expected future asset allocations

and capital market assumptions of its investment consult ant and

investment managers

The expected long term rate of return for the qualified pension

plans assets is based on the geometric average of the historical

annual performance of representative portfolio weighted hy the

target asset allocation defined in the table above The time period

reflected is long dated period spanning several decades

Non-Taaable Taaable

45% 40% to 50% .1/3% 43%

9/ to 5% 91

65K 109 7t% I/ 1% /19%

lo 5% 1%
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The expected long term rate of return for the nontaxable

postretirement trust assets is determmed using the same

methodology described above for pension assets but the asset

allocation specific to the nontaxable postretirement assets is used

For the taxable post retirement trust assets the investment

allocation includes high percentage of tax-exempt fixed income

securities This asset allocation in combination with the same

melhodology employed It determine the expected return for other

trust assets as described above with modification to reflect

applicable taxes is used to produce the expected long-term rate of

return for taxable postretirement trist assets

Entergy currently expects long term rates of return higher

than last years expectatioo for both the nontaxable and taxable

postretirement trusts because of the planned increases to their

equity allocations iii 2112

CONCENTRATIONs 01 CREDIT RISK

Entergys nivestment guidelines mandate the avoidance of risk

concentralions Types of concentrations specified to he avoided

include but are not limited to investment concentrations in

single entity type of industry fcreign country geographic area

and individual security issuance As of December 11 2111 all

investment managers and assets were materially in conipliance

with the approved investment guidelines therefore there were no

significant concentrations detined as greater than 10 percent of plan

assets of risk in Entergys pension and other postretirement benefit

plan assets

Fair Value Measurelnents

Accounting standards proude the framework for measuring

fair value That framework proides fair value hierarchy that

prioritizes lie inputs In valuation techniques used to measure fair

value The hierarchy gives the highest priority to unadjusted quoted

prices iii active mnokets for identical assets or liabilities level

measurements and the lowest priority to unobservable inputs

level measurements

The three levels of he fair value hierarchy are described below

Level Level inputs are unadjusted quoted prices for identical

assets or liabilities in active markets that the Plan has the ahilit.y to

access at the measurement date Active markets are those in which

transactnins for the asset or liability occur in sufficient frequency

and volume to proicle pricing information on an ongomg basis

Level Level inputs are inputs other than qcioted prices included

iii Level that are either directly or indirectly observable for the

asset or liability at the measurement date Assets are valued based

on prices derived by an independent party that uses inputs such

as henclonark yields reported trades broker/dealer cluotes and

issuer spreads Prices are reviewed and can be challenged with the

independent parties and/or overridden if it is believed such would

he more reflective of fair value Levcl inputs include

lie tollowing

quoted prices for similar assets or liabilities in active markets

quoted prices for identical assets or liabilities in inactive

markets

inputs other than ipiotecl prices that are observable for the asset

or liability or

inputs thai are derived principally from or corroborated by

observable market by correlalion or other means

If an asset or liability has specified contractual tenn the Level

input must be observable for substantially the full term of t.he asset

or liability

Level Level refers to securities valued based on significant

unobservable inputs

Assets and liabilities are classified in their entirety based on the

lowest level of input that is significant to the fair value measurement

The following tables set forth by level within the fair value hierarchy

summary of the investments held for the qualitied pension and

other postretirement plans measured at fair value on recurring

basis at December 31 2011 and December 31 2010 in thousands

Qualified Pension Trust

2011 Level Level Level

Equity securities

Corporate stocks

Preterrect

Common

t.ommon collective trusts

Fixed income securities

ITS govemooient securities l4250iC

Corporate debt instnnoeuts

Registered investment

compames

Other

Other

hisuraoce company

general account

unallocated ccintracts 34.OOtYH

Total investments $1210061 $2201612 51411103

ash

Other pending transactions 312181

Less Other postretirenient

assets included iii total

investments 2114
Total fair value of

qualified pension assets $lltlO1tl3

Total

3735 8014 11752

l0l040l 1010101

1074178 1074178

157737

380558

311246

-- 181558

53123 444.275 107508

101t374 1011374

116013
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NoTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

Qualified Pension Trust

2010

Equity securities

oqiorate st ods
Prcfirred

311/111011 1375511

Common collective nist

Fixed income securities

Interest heai ing cash 103731

government secndties 75124

Corporate iIIit instruments

Registererl investment

compames

01 Iiei

Other

Itisrirance company

geioral ate 111111

unallocal cii cool ract

Total inxestments $1551380

Cash

2011

Equity securities

.oi 111100 collective rost

Fixed income securities

18 goveinnient

se liiks

Corporate ileht iostriinieiits

Registered investment

co panics

Other

Total investments

Other pending transact ii ins

Pins Other postretirenient

assets ieludcd iii the

invest nients of the

quatitted pension trust

Total fair value of other

post retirement assets

Total investments

01 her pending transactions

Phis Other postret irement

-_ 385020
assets inclmled in the

ltt8305
iinistmc uls oft he

qi ia hOed pension trust

Total fair value of other

postretirement assets

Total

82118ts

41111

till

17128

58711

$401812

101

2012

211 11

2114

2015

2tt 10

20 17-2021

Estimated Future Benefits Payments

Other Postretirement

Qualified Non-Qualified before Medicare

Pension Pension Subsidy

178030 $11199 72085

189881 $18159 70711

204571 $14942 81001

220215 $15502 8578

238212 $22492 91141

$15242-Il $72724 $523040

Level Level Level Total 2010

8151 5354

1375531

057075 057075

Other Postretirement Trusts

Level Level Level

Equity securities

onimou cofiectia trust $21 1815

Fixed income securities

Interest hearing cash 1014

JS gos ernnient

securities 17821 52120

Corporate deht instruments 37.128

Other 58710

$418t7 $lOtt005

103731

201081

298700

187957

29870

18502

108315

It her pending transact ions

Less ttlier post retireuait

assets meindid iii total

invest nients

Total fair value of

qualified pension assets

$1 149

Other Postretirement Trusts

chum joefeiisi stors and flied oirooo diht srenr/tis rolsoiite11439 11 49
go do

iii rot and sr-en i/I ieiO is stated at liii atue us di tiin ni ittiij

$1078910 $3233290 tooter quotes

321 Oi onooon stocks tieasoiij notes unit tiooits and recoin pisfl rd storks unit

14954 tied inionir debt sirortrs or stoOd at dir iotor dOt inooo/ qnotiit

iou itcet piires

7to roil ni on rotret iists tiotit in irstnon ts Hi ur-oistu ne 10 sto tot

otirrt/ii Itie mnirstnont strategy of the ins/s is to euptoi do qirarth

239 poten at of ipu ity oia i-hits hj isptiratinq tic per iiioiaius of sjo elf/i it

initr e.\et assi atni joi stiaio itfttii 000000 rotter- tiiiits estiniut

$3210208 ii ir tutu

tO lb ii-qst ied oritinent r-nniponq isa money wait noitiat foot n-itt
it

staht net uset eutni itt on ihttar /si siur

Level Level Level Total ito iegisti isd iniestnient iunijianq iotits nit too ots in donustii unit

/nteinationut hoid iou Pets and est/nutis dir i-atm using ni asset ratio

$208812 $208812 jnr shai

ihe other is-niaoong assets or ninniiput and 3m/go gois inno

hoods stated 03 Jr iatoe as drtrin med by hiohi qooti

42577 57151 99728
The unuttorat insnianrr rontisut inirstnients ar ies-oid it ut ioitiut

12 807 807
iutm iii Irk upton i/iou tesa li iatn The not iswt atm rr joist-i ts

ronti-/hutions wade unih tb ontisiit ptns lot irst tess funds nsot to poij

bin its unit rontiaet irinse unit tess distil hut Ions to thi muster inst459Ci 4059

09287 09287

$47 230 $378 057 $425 293

215 Accumulated Pension Benefit Obligation
The accumulated benefit obligation fur Entergys qualified pension

plans was $46 billion and $3.8 billion at December 31 2011 and

2010 respectively

2114

Estimated Future Benefit Payments
$427172 Based upon the assumptions used to measure Enlergys qualified

pension and other postretirement benefit obligations at December

31 2011 and including pension and other postretirement benefits

attritiutahle to estimated future employee sen-ice Entergy expects
that benefits to be paid and the Medicare Pail subsidies to be

received over the next ten years for Entergy C.orporathni and its

subsidiaries will be as follows in thousands

Estimated Future

Medicare Subsidy

Receipts

5078

0171

7117

7915

8828

$59300
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Co nt rib ut ions

Entergy currently expects to contrihote approximately $163 million to

its qualihed pension plans and approximately $80.4 million to other

postretirement Plans 2012 The required JieIiSiOfl contnbutions will

not he known with more certainty until the January 2012 valuations

are completed by April 2012 however Entergys preliminary

est insates of 2012 lundnig oquirements indicate that the contributions

will not exceed historical levels of pension contributions

Actuarial Assumptions

The significant actuarnd assumptions used in defermining the

pension PBI and the other postretirement benefit APBO as of

December 11 2011 and It were as follows

Weight ed--average lisci miii iii

Qualitied pension

ltei pmmsi ret srei iieni

Nnnm1sialitimd peiisioii

\igtii ed -as erage rat ut ii tutu a_se

in tnt nrc conspensat immiu leo its

2011 2010

The significant act narial assumptions used in determining the net

periodic pension and other postretiremerit benefit costs for 2011

10 and 200tt were as follows

\Veigtst edavesage mliscm lint i-sic

Qualitied pension

her most iii irenient

Ni mnqnalitied pension

Wmigtstedaveragm rate it ii ui-i ease

in fut inc i-oinpeusat ion leo its

Exiseted Ii mngt eras rate

tel nm on titan assets

ension assets

It
tnr post ret irenient

nontaxatite a.sset

It tier most ret ireinent

taxdmle assets

Entergys other lii mst ret irensent benefit transition obligations are

being ainoilized over 2tt s-ears ending in 2012

The assuiued health care nsf trend rate used in measuring Entergys

Deceniber 31 2011 APR was 7.75% for pre-65 retirees and 7.5% for

post-h ret ii-ees for 2012 gradually decreasing each successive year

until it reaches 4.75% in 2tt22 aud heyond for both pre-65 mid post-65

retirees The assunteti health care cost trend rate used in measuring

Entergys 2ttl Net Other lostretirement I3enetit Cost was 8.5%forpre-

65 retirees arid 8.0% for post-OS retirees for 2011 gradually decreasing

cmli successive year until it reaches 4.75% in 2019 and beyond for

pre-65 retirees and -4.75-1 in 2018 and beyond for post-65 retirees

one percentage poiitt change in the assumed health care cost trend

rate for 2111 would have the following effects in thousands

Percentage Point Increase Percentage Point Decrease

Impact on the Impact on the

sum of service sum of service

Impact on costs and Impact on costs and

the APBO interest cost the APBO interest cost

Enturgy

--

nimmuilit mu suit

its sutisiitiauims .$2t5.ta $2ttl8 $t834tt2 118721

Medicare Prescription Drug Improvement and

Modernization Act of 2003

In December 2003 the Medicare Prescription Drug Improvement

arid Modernization Act of 2003 became law The Act introduces

prescription drug benefit cost under Medicare Part which

started in 2006 as well as federal subsidy to employers who

provide retiree prescription drug benefit that is at least- actuarially

equivalent to Medicare Pait

The actuarially estimated effect of future Medicare subsidies

reduced the December 312011 arid 2010 Accumulated Postretirement

Benefit Obligation by $274 million and $267 million respectively

and reduced the 2011 2010 and 2009 other postretirement benefit

cost by $33.0 million $26.6 million and $24.0 million respectively

In 2011 Entergy received $4.6 million in Medicare subsidies for

prescription drug claims

5.60%-5.70% Defined Contribution Plans

5.50% Entergy sponsors the Savings Plan of Entergy Corporation and

4.90% Subsidiaries System Savings Plan The Systeni Savings Plan is

defined contribution plan covering eligible employees of Entergy

4.23% and its subsidiaries The employing Entergy subsidiary makes

matching contributions for all non-bargaining and certain bargaining

employees to the System Savings Plan in an amount equal to 70%

of the participants basic contributions up to 6% of their eligible

eanungs per pay period The 70% match is allocated to investments

as directed by the employee

Eutergy also sponsors the Savings Plan of Entergy Corporation

and Subsidiaries IV established in 2002 the Savings Plan of

75% Entergy Corporation and Subsidiaries VI established in April 2007

70%
and the Savings Plan of Entergy Corporation and Subsidiaries VII

75% established iii April 2007 to which matching contributions are also

made The plans are defined contribution plans that cover eligible

4.2t% 23% employees as defined by each plan of Entergy and its subsidiaries

Effective June 2010 employees participating in the Savings Plan

of Eritergy Corporation and Subsidiaries II Savings Plan II were

8.so% so8
transferred into the Systeni Savings Plan when Savings Plan II

merged into the System Savings Plan

75% 5t% Entergys subsidiaries contributions to defined coritributron plans

collectively were $42.6 million in 2011 $41.8 niillion in 2010 mid

50/I 6.00% $41.9 niillion in 2009 The majority of the contributions were to the

System Savings Plan

NOTE 12 STOCK-BASED COMPENSATION

Entergy grants stock options arid long-tenn incentive arid restricted

liability awards to key employees of the Entergy subsidiaries under

its Equity Ownership Plans which are shareholder-approved stock-

based compensation plans The Equity Ownerslup Plan as restaterl ui

February 2003 2003 Plan had 722251 authorized shares reInaining

for long-terni incentive arid restricted liability awards of December

31 2011 Effective January 2007 Entergys shareholders approved

the 2007 Equity OwnieIstup anti Long-Term Cash Incentive Plan 2007

Plan The maxinsum aggregate number of common shares that can tie

issued from the 2107 Plan for stock-based awards is 7000OttO with no

more than 2000000 available for non-option grants The 2007 Plan

which only applies to awards made on or afier .Ianuary 2007 will

expire after 10 years As of December 31 2011 there were 1052035

authorized shares remaining for stock-based awards all of which

are available for nun-option grants Effective May 2011 Entergys

shareholders approved the 2011 Equity Ownership and Long-Terni

Cash Incentive Plim 2011 Plan The maximum number of conunoni

shares that can he issried froni the 2011 Plan for stuck-baed awaids

is 5500000 with no inure than 2000000 available for incentive stock

5.114 5.20%

5.10%

4.10%

4.23%

2011 2010 2009

6.10% 6.30%

6.111%

5.40%

5.htt% 5.71%

550%

-1.90%

4.23%

8.51%

7750%

5.51%
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option grants The 2011 Plan which only applies to awards made on or

after May 2011 will expire after 10 years As of December 31 2011

there were 5405276 authorized shares remaining for stock-based

awards including 2000000 for incentive stock option grants

Stock Options
Stock options are granted at exercise prices that equal the closing

market price of Entergy Corporation common stock on the date of

grant Generally stock options granted will become exercisable in

equal amounts on each of the first three anniversaries of the date

of grant Unless they are forfeited previously under the terms of the

grant options expire ten years after the date of the grant if they are

not exercised

The following table includes financial information for stock

options for each of the years presented in millions

totnpeosation expense includcd in

Ent ergys consolidated net inconie

Tax bencfit recognized in Entergys

consolidated net income

Compensation cost capitalized as

part of fixed assets and inventory

2011 2010 2009

Entergy determines the fair value of the stock option grants

by considering factors such as lack of marketability stock

retention requirements and regulatory restrictions on exercisability

itt accordance with account ittg standards The stock option

weighted-average assumptions used in determining the fair values

are as follows

2011 2010 2009

Stock price volatility 24.25% 25.733 24313

Expected term in years 6.64%

Risk-tree interest rate 2.70% 2.57% 2.12%

Dividend yield 4.21% 3.74% 3.stt%

Dividend payment per share $1212 $3.24 $tJtO

Stock price volatility is calculated based upon the weekly ptihlic

stock price volatility of Entergy Corporation common stock over the

last four to five years The expected term of the options is based

upon historical option exercises and the weighted average life of

options when exercised and the estimated weighted average life of

all vested but unexercised options In 2008 Entergy iinplenientetl

stock ownership guidelines for its senior executive officers These

guidelines require an executive officer to own shares of Entergy

common stock equal to specified multiple of his or her salary tJntil

an executive officer achieves this ownership posit intl tlte executive

officer is required to retain 75% of the after-tax net profit upon

exercise of the option to be held in Entergy orporation common

stock The reduction in fair value of the stock options due to this

restriction is based upon an estintate of tlte call option value of the

reinvested gain discounted to present value over the applicable

reinvestntent period

summary of stock option activity for the year ended Decentber 31 2011 and changes during the year are presented belttw

Options outstanding as of Jannary 2011

Options graotet

Opt ions exercised

Options forfeit edlexpired

Options outstanding as of December 31 2011

Options exercisable as of December 31 2011

Weightedaverage grant-date fair value of options granted during 201

Weighted-Average
Number of Options Exercise Price

11225725 $72.45

388200 $72.79

1079008 $42.43

75499 $86.62

10459418 $75.46

9011257 $75.36

$11.48

The weighted-average grant-date fair value of options granted during the year was $13.18 for 2010 and $12.47 for 2009 The total intrinsic valtie

of stock options exercised was $29.6 million during 2011 $36.6 million during 2010 and $35.6 million during 2009 The intrinsic value which

has no effect on net income of the stock options exercised is calculated by the difference in Entergy Corporations common stock price on

the date of exercise and the exercise price of the stock options granted Because Entergys year-end stock price is less than the weighted

average exercise price Ote aggregate intrinsic value of outstanding stock options as of December 31 2011 was zero The intrinsic valtte of in

the money stock options is $67 million as of December31 2011 Entergy recognizes compensation cost over the vesting period of the options

based on their grant-date fair value The total fair value of options that vested was approximately $16 million during 2011 $21 million during

2010 and $22 million during 2009

$ttt.4 $15.0 $1t38

4.0 5.8 6.5

2.0 2.9 3.2

Aggregate Weighted-Average
IntrinsicValue Contractual Life

4.7years

4.1 years
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The following table sunuuarizes information about stock options outstanding as of December 31 2011

Range of Exercise Prices

$i.tl

$51 si.oo

$65 $78.19

$79 891.99

$92 $108.20

$37 $108.2

6.1 $108.20

4.7 75.46

1627384

1485500

9011257

.8 71.86

91.82

$108.2

$75.36

Stock-based cnntpensatioil cost related to non-vested stock options outstanding as of December 31 2011 not yet recognized is approximately

$10 million and is expected to be recognized on weighted-average period of 1.3 years

Restricted Stock Awards

In January 2011 the Board approved and Entergy granted 166800

restricted stock awards under the 2007 Equity Ownership am Long-

term Cash Incentive lion The grants were made effective as of

January 27 2011 and wire valued at $72.79 per share which was

the losing price of Entergys conuuon stock on that date Onethird

of the restricted stock awards will vest upon each anniversary of

the grant late and are expensed ratably over the three year vesting

period Shares of restricted stock have the same dividend and

voting lights as other coiunnn stock and are considered issued and

outstanding shares if En ergy upon vesting

The following table in ludes financial information for restricted

stock or each of the years presented in millions

liiplISiliilli XtliSl iiIiIIitel in

tntergys ci iisotiitaied tie iiicoiiie

tax tiiiiitii reognizet iii Eiitergys

ionsotidit cit liii 1111 ii Ic

lnpellsat III liSt iI1h1itI/.t its

t1t fixed 15515 uid in rilorv

Long-Term Incenre Awards

Entergy grants long-term incentive awards earned under its stock

benefit plaits in the form of performance units which are equal to

the ash value ut shares of Enteigy Corporation common stock at

the cml of the performance period which is the last trading day

of the year Perforiuiance touts will pay out to the extent that the

performamicc condO ions are satisfied In addition to the potential

tor equivalent share appreciation or depreciation performance

units will earn the Lsh equivalent of the dividends paid dunng the

threeyear perfornuance 9eriod applicable to each plan The costs of

incentive awamds are forged to income over the threeyear period

The following table includes financial information for the long

term incentive awards tor each of the years presented in millions

lai \uitle lomigiiriui iiliit lvi

IVIifs a.s of ecenitst

lililpliSIl 1111 XpelIS iiihtfll iii

1tiIirgvs OiisolitiItt si

ti ii lie yulr

ltx 51111 lXpeiIS l0911i/t in

tiulergvs liii iliOiii tot itS VC1II

OIiipllSilfiOil 051 1lpItIlii.d IS

turl of fixst ISSIIS aist iiil6ory

2011 2010 2009

$6.6

$3.7 $3.9 $2.0

$1.4 $1.5 $11.8

$0.7 $0.9 $0.5

Entergy paid $5.9 million in 2011 for awards under the Restricted

Units Awards Plan

Options Exercisable
Options Outstanding

Weighted-

As of Average Remaining Weighted-Average Number Exercisable Weighted-Average

12/3 1/2011 Contractual Life-Yrs Exercise Price at 12/31/2011 Exercise Price

1468761 0.6 43.22 1468761 11.22

966155 2.2 58.58 966155 58.58

4911.618 5.8 73.09 3463457

1627181 5.1 91.82

1485500

10459418

Entergy paid $0.7 million in 2011 for awards earned under the Long-

Term Incentive Plan The distribution is applicable to the 2008 2010

performance period

Restricted Unit Awards

Entergy grant.s restricted unit awards earned tinder its stock benefit

plans in the form of stock units that are subject to time-based

restrictions The restricted units are equal to the cash value of

shares of Entergy Corporation common stock at the time of vesting

The costs of restricted unit awards are charged to income over the

restricted period which varies from grant to grant The avemage

vesting period for restricted imit awards granted is 36 months A.s of

December31 2011 there were 138965 unvested restricted units that

are expected to vest over an average period of it months

2011 2010 2009 The following table includes fmancial information or restricted

--

unit awards for each of the years presented in nullions

$3.9

2011

$1.5 $- Fair value of restricted awards as of

December 31

80.7 .$ $_ Compensation expense included in

Entergys consolidated net inconle

Tax benefit recognized in Entergys

onsolidtated net income for the year

ompensation cost capitalized as

part of fixed assets and inventory

2010 2009

$7.3 $10.1 $17.2

$9.7 80.9

$0.3 80.4 2.2

$9.1 1.1 1.0
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

NOTE 13 BUSINESS SEGMENT INFORMATION

Entergys reportable segments as of December 31 2011 are Utility and Entcrgy Wholesale Commodities Utility includes the generation

transmission distribution and sale of electric power in portions of Arkansas Louisiana Mississippi and Texas and natural gas itt ility service

in portions of Louisiana Entergy Wholesale Commodities includes the ownership and operation of six nuclear power plants located in the

northern United States and the sale of the electric power produced by those plants to wholesale customers Entergy Wholesale Commodities

also includes the ownership of interests in non-nuclear power plants thai sell the electric power produced by those plants to wholesale

cost omers All Other includes the parent company Entergy Corporation and other bnsiness activity including the earnings on the proceels

of sales of previously-owned businesses

Entergys segment financial information is as follows

Entergy

Wholesale

Utility Commodities5 All Others Eliminations Consolidated

8841827

1027597

158737

455739

27311

1123866

32734549

199

2351911

8941332

1006385

182 .493

493241

454227

829719

31080240

199

1766609

2011

Jperat tog revenues

Deprec. anion rlecoiom

Intet est and investment income

Intetest expeose

locorne tax

onsolidated ct meono loss

Total assets

Invest ioeot in affiliates at equity

ta.sli 1001 for long-lived asset additions

20 10

petal jog nveooes

Depree anton leeoriml

Inlet est and investment income

lotetest expense

Income tax beoetits

Consolidated net income

Total assets

Investment in affiliates at equity

ash paid for long-lived asset additions

2009

Cpet at ing revenues

Dept cc anion deeonoo

Interest and invest inent income loss

Interest expense

Income tax benetits

Consolidated net imoine loss

Total assets

Investment in affiliates at equity

ash paid for long-lived asset additmns

2.413773

260638

136192

20 634

225456

491841

10.533080

44677

1048146

2566156

71 658

171158

71817

268649

489422

lit ltt2817

59456

687113

4157

4562

28 830

121599

33496

137755

507860

402

7442

4587

44757

129505

105637

44721

714968

18958

75

13684

194t125

84145

110.58

215817

27353

212953

119396

93.557

1782.8 13

$11 .2293171

1292797

12l1 134

511.627

286261

1167172

111701691

44876

l199657

.8 11487577

128161

185455

575167

617211

1271115

18685276

41617

2451997

$111 745651

1281818

211628

571444

112 7.11

1251050

17561151

it58ti

2528711/

8055.351 2711078 5682 21463

1025922 251147 4769

180505 191492 10.470 12l1899

462.206 78278 86420 51461

188682 322255 78197

718905 141094 25511 71438

2t1892088 it 134791 646.756 2818170

200 39380

1872997 661596 5874

Businesses niokcd ciii soc/climes ref reed to as the caaipetitoc businesses Elini inn Hans are primarily o/terscyinc/t actii1y
.4tiust all of Jintnjijs jaidiciP is related to the Utility segment

On April 2010 Entergy announced that effective immediately it planned to unwind the business infrastructure associated with its

proposed plan to spin-off its non-utility nuclear business As result of the plan to unwind the business infrastructure Entergy recorded

expenses in the Entergy Wholesale Commodities segment Other operating and maintenance expense includes the write-off of $64 million

of capital costs primarily for software that will not he utilized Interest charges include the write-off of $39 million of dettt financing costs

primarily inrurred for the $1.2 billion credit facility related to the planned spin-off of Entergys non-utility nuclear business that will not

be used Approximately $16 million of other costs were incuned in 2010 in connection with unwinding the plannetl non-utility nuclear

spin-off transaction
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Geographic Areas

For the years ended December 31 2011 and 2010 the amount of

revenue Entergy derived from outside of the United States was

insignificant As of eeemher 31 2011 and 2010 Entergy had no

long-lived assets located outside of the United States

NOTE 14 EQUITY METHOD INVESTMENTS
As of Deceinher ii 2111 Entergy owns investments in the

fotlowing companies bat it accounts for under the equity method

of ace tuid ing

Description

Entergy-Koch was in the

energy coinniodity marketing

and trailing business and gas

transportation and storage

business until the fourth

quarter of 2004 when these

husinesses were sold

Co-generation project that

produces power and steam

on an industrial and merchant

basis in the Lake Charles

Louisiana area

Wind-powered electric

generation joint venture

Following isarettoiciliation of Entergys investments in equity

affiliates in tusmids

2011 2010 2009

tteginning of ca 40697 $39580 66.247

loss Froni Ito investniento 88 2469 7793

Pispositions and other adpostinents 4267 3586 18874

End of year $44876 $40697 $39580

Transactions with Equity Method Investees

Entergy Gulf States Louisiana purchased approximately $41.1

million $Stt.8 million and $411.3 nullion of electricity generated from

Entergys share of ES togen in 2011 2010 and 2009 respectively

Entergys operating transactions with its other equity method

investees were tint significani in 2011 2011 or 2009

NOTE IS ACQUISITIONS AND DISPOSITIONS

Acquisitions

ACADIA

In April 2011 Entergy Louisiana purchased Unit of t.he Acatlia

Energy Center 580 MW generating unit located near Eunice

Louisiana from an independent power producer The Acadia Enei-gy

Center which entered commercial service in 2002 consists of two

combined-cycle gas-fired generating units each nominally rated at

580 MW Entergy Louisiana purchased 100 percent of Acadia Unit

and 50 percent ownership interest in the facilitys common assets

for approximately $300 million In separate transaction Cleco

Power acquired Acadia Unit and the other 50 percent interest iii

the facilitys common assets Cleco Power will serve as operator for

the entire facility The FERC and the LPSC approved the transaction

RHODE ISLAND STATE ENERGY CENTER

In December 2011 subsidiary in the Entergy Wholesale Commodities

business segment purchased the Rhode Island State Energy Center

583 MW natural gas-fired combined-cycle generating plant located

in Johnston Rhode Island from subsidiary of NextEra Energy

Resources for approximately $346 million The Rhode Island State

Energy Center began commercial operation in 2002

PALISADES PURCHASED POWER AGREEMENT

Entergys purchase of the Palisades plant in 2007 included unit-

contingent 15-year purchased power agreement PPA with

Consumers Energy for 100% of the plants output excluding any

future uprates Prices under the PPA range from $43.50/MWh in 2007

to $61.50/MWh in 2022 and the average price under the PPA is $51/

MWh For the PPA which was at below-market prices at the time of

the acquisition Entergy will aniortize liability to revenue over the

life of the agreement The amount that will he amortized each period

is based upon the difference between the present value calculated

at the date of acquisition of each years difference between revenue

under the agreement and revenue based on estimated market prices

Amounts amortized to revenue were $43 million in 2011 $46 million

in 2010 and $53 milhon in 2009 The amounts to be amortized to

revenue for the next five years will be $17 mfllion in 2012 $18 million

for 2013 $16 million for 2014 $15 million for 2015 and $13 million

for 2016

NYPA VALUE SHARING AGREEMENTS

Entergys purchase of the FitzPatrick and Indian Point plants front

NYPA included value sharing agreements with NYPA In October

2007 Entergy subsidiaries and NYPA amended and restated the

value sharing agreements to clarify and amend certain provisions

of the original terms Under the amended value sharing agreements

Entergy subsidiaries will make annual payments to NYPA based on

the generation output of the Indian Point and FitzPatrick plant.s

from January 2007 through December 2014 Entergy subsidiaries will

pay NYPA $6.59 per MWh for power sold from Indian Point up to

an annual cap of $48 million and $3.91 per MWh for power sold from

FitzPatrick up to an annual cap of $24 million The annual payment

for each years output is due by January 15 of the following year

Entergy will record the liability for payments to NYPA as power is

generated and sold by Indian Point and FitzPatrick An amount

equal to the liability will be recorded to the plant asset accounl as

conringent purchase price consideration for the plants In 2011 2ttlt

and 2009 Entergy Wholesale Commodities recorded $72 million as

plant for generation during each of those years This amount will he

depreciated over the expected remaining useful life of the plants

Investment Ownership

tnt ergyK alt 51% miii arship interest

118 ogen Lt 50% mcml er niterest

Top Peer 51% member interest
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Dispositions

HARRISON COUNTY
In the fourth quarter 2010 an Entergy Wholesale Commodities

subsidiary sold its ownership interest in the Harrison Connty

Power Projcct 550 MW combined-cycle plant to two Texas electric

cooperatives that owned niinority share of the Marshall Texas

nnit Entergy sold its 61 percent share of the plant for $219 million

and realized gain of $44.2 million $27.2 million net-of-tax on

the sale

NOTE 16 RISK MANAGEMENT AND FAIR VALUES
Market and Commodity Risks

In the normal course of business Entergy is exposed to number

of market and commodity risks Market risk is the potential loss

that Entergy may incur as result of changes in the market or fair

value of particular instrument or commodity All financial and

commodity-related instruments including derivatives are subject

to market risk Entergy is subject to number of commodity and

market risks including

Affected Businesses

Jtility Ent ergy Wholesale omniodities

Utility Entergy Wholesale Commodities

Enlergy Whnlcsale Cominochties

Utility Eutergy \Vholesale Commodities

Entergy manages fuel price volatility for its Louisiana jurisdictions

Entergy Gulf States Louisiana Entergy Louisiana and Entergy New

Orleans and Entergy Mississippi primarily through the purchase of

short-term natural gas swaps These swaps are marked-to-market

with offsetting regulatory assets or liabilities The notional volumes

of these swaps are based on portion of projected annual exposure
to gas for electric generation and projected winter purchases for

gas distribution at Entergy Gulf States Louisiana and Entergy

New Orleans

Entergys exposure to market risk is determined by number of

factors including the size term coniposition and diversification

of positions held as well as market volatility anti liquidity For

instruments such as options the time period during which the option

may be exercised and the relationship between the current market

price of the underlying instrument and the options contractual strike

or exercise price also affects the level of market risk significant

factur influencing the overall level of market risk to which Entergy
is exposed is its use of hedging techniques to mitigate such risk

Entergy manages market risk by actively monitoring compliance

with stated risk management policies as well as monitoring the

effectiveness of its hedging policies and strategies Entergys risk

management policies limit the amount of total net exposure and

rolling net exposure during the stated periods These policies

including related risk limits are regularly assessed to ensure their

appropriateness given Entergys objectives

Entergy manages portion of these risks using derivative

instruments some of which are classified as cash flow hedges due

to their financial settlement provisions while others are classified

as normal purchase/normal sales transactions due to their

physical settlement prowsions Normal purchase/normal sale risk

management tools include power purchase and sales agreements
fuel purchase agreenients capacity contracts and tolling agreements

Financially-settled cash flow hedges can include natural gas and

electricity futures forwards swaps and options and interest rate

swaps Entergy will occasionally enter into financially settled option

contracts to manage market risk under certain hedging transactions

which may or may not be designated as hedging instruments

Entergy enters into derivatives only to manage natural risks inherent

in its physical or financial assets or liabilities

Type of Risk

Power price risk

Fuel price risk

Fureigu currency

cxc hauge rate risk

Equity price aud

interest rate

risk-investments
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The lair values of Enteigys lerivatie instruments on the consolidated balance sheets as of December 31 2011 are follows in millions

Instrument Balance Sheet Location FairValueu Offset5 Business

Ierivatives designated as hedging instruments

Assets

KItclrlit\ torwanls sOt it tiitI Opt bus lrepa3 iiients auid oilier luTent portion $197 $25 Entergy Wiiolesale ominotlities

Ehil riciti loin aids so ts iii ottt
ions Other deferred lebils and other assets

non torrent poll
$112 Entergy Wholesale oniiiit dities

Liabilities

Ehst oct15 tiwanls swtg is iii pt ions Other current liahilit ies current portion Entergy Wholesale 0mm alitus

Eleitrieily foroaols so tips sat opt bus Other nouiturrent liabilities

nontorrent portion $1 Ent ergy Wholesale tinunod ties

Deriatives not designated as hedging instruments

Assets

Elect neil ttro tint Is so ips tie liOns ltrepaynleilis am her current portion $37 $8 Entergy Wholesale omm ililies

lPeetuicil It no art Is so aps antI lii tns her deferred dehuls tuid other assets

noncurrent port ion Entergy Wholtsilt 011101 lit ItS

Liabilities

ccl neil trOt uls so is ii id 0111 ions ther current liabilii ies cuuient p0111011 it 13 $3 13 Entergy Wholesale ontine dii ins

Electricity tory ants 50 Its 111 tptioils
Iher noncurrent liabilities

iiondurrent port ion $- Entergy Wholesale oniuiiodilies

Nat oral gas so ups It lien current liabilities
$30 $-- Utility

The air values of Eutferg derivative instruments on the consolidated balance sheets as of Decenther 31 2010 are as follows in millions

Instrument Balance Sheet Location FairValue5 Offsetm Business

leSigflatel as hedging instruments

Assets

hIts ti iii no ai tts so ps ti id opt ions ltrepaynients ual other current portion $1110 $7 Ent ergy Wholesale ounnit dit Ps

Elect neil Paoaii Is so .ips ii
il opt ions her deferred debits arid olhei assets

ioncurrent poul ion $S2 $29 Entergy Wholeasle ounne diu ies

Liahilil ies

liii Ii ito wi Is so ts ii alt pt Its 01 her con cut hiliilit ies current portion $5 .5 Enlergy Wholesale oiiiniodit its

Electniit\ Il noaots soups iiitt options Other noncurrent liabilities

lion curient 1001111 $17 $10 Entergy Wholesale oiuioodnt ies

lerivatives not designated as hedging instrumenis

Assets

Elect nit its ti oti its soils ti it 111 ions lnpaynieuit and 01 tier torrent p001111 $2
Eni ergy \3iolesale oniniodil ies

EItii nicilv so ads so is teal 111111 ther ileferred debits and other assets

non turrenl poil ion $14 hut
ergy

Wholesale oniitiodui ies

Liabilities

lteil ciii.5 tiwaitls so ups ii
it tplions Olher current liabilities current ponlion $2 $2 Eniergy \v holesale onunodiths

ltetl icily tolo mIs soaps teal opt ions Oilier utoncurreuit liabilities

ton current portion $7 $7 Entlergy Wholesale outniodit its

Nal ural gas soaps
Other iunrent liabilities $2 lJtility

ihi titittitt itt/ct tn/Hi iiss t.s attil babi/itit.s in I/test lattt.s oa jots tt/td qriiss Certain jttteslaieuits itc/adoq thc.st mit desiqoiittf tis htt/qia itt .stttitm tts

ati .sttt In ittiSti ti I/taij oqtt ants and ate pt stated nit 10 Etttt tqtj
nttsoiida/ci/ Btiitttce SO its iitt

tel basis in accodatter ni/h aceioittlittg jttilaait

/ot Otto s/his anti IIiilttini/

The effect ol Enlerg tleiivatie instruments designated as cash flow hedges on the consolidated income stalemeiits for the years ended

lecember 11 2011 2111 and 2000 is as follows in millions

Amount of Gain

Amount of Gain Reclassified from

Recognized in CCI Accumulated CCI into

Instrument effective portion Income Statement Location Income effective portion

2011

EIeit mit3 ito antIs so ails
id 1it oils onipelituve busi iesses operating revenues

2010

Eltitnitity till ads so as intl i5tt iolis ontpei ilive businesses operating revenues $221

2019

tltct ricit Pico ads soap antI Ittiouis
$315 ontpetitive businesses operating resenues
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Electricity over-I he-counter instruments that financially settle

against day-ahead power pool prices are used to manage price

exposure for Entergy Wholesale Commodities generation Based

on market prices as of December 31 2011 cash flow hedges

relating to power sales totaled $310 million of net unrealized gains

Approximately $197 million is expected to he reclassified from

accunmlated other comprehensive income OCI to operating
revenues in the next twelve months The actual amount reclassified

from accumulated CI however could vary due to future changes
in market prices Gains totaling approximately $168 million $220

nullion and $322 million were realized on the maturity of cash flow

hedges before taxes of $59 nullion $77 million and $113 million for

the years ended December 31 2011 2010 and 2009 respectively

Unrealized gains or losses recorded in OCI result from hedging

power output at the Entergy Wholesale Commodities power plants
The related gains or losses from hedging power are included in

operating revenues when realized The maximum length of time over

which Entergy is currently hedging the variability in future cash flows

with derivatives for forecasted power transactions at Deceniber 31
2011 is approximately three years Planned generation currently

sold forward from Entergy Wholesale Commodities nuclear power
plants is 88% for 2012 of which approximately 47% is sold under

tinancial derivatives and the remainder under normal purchase/sale

contracts lhe change in the value of Entergys cash flow hedges
due to ineffectiveness was $6.1 million for the year ended December

31 2011 and was insignificant for the year ended December 31
2010 The ineffective portion of cash flow hedges is recorded in

competitive business operating revenues Certain agreements to

sell the power produced by Entergy Wholesale Conunodities power
plants contain provisions that require an Entergy subsidiamy to

provide collateral to secure its obligations when the current market

prices exceed the contracted power prices The primary form of

collateral to satisfy these requirements is an Entergy Corporation

guaranty As of December 31 2011 there were no hedge contracts

with count erparties in liability position Entergy may effectively

liquidate cash flow hedge instrument by entering into contract

offsetting the original tiedge and then dc-designating the original

hedge In tlus situation gains or losses accumulated in OCt prior to

dc-designation continue to be deferred in OCI until they are included
in income as time original hedged transaction occurs From the point

of dc-designation the gains or losses on tIme original hedge and the

offsetting contract are recorded as assets or liabilities on the balance

sheet arid offset as they flow through to earnings

Natural gas over-the-counter swaps that financially settle against

NYMEX futures are used to manage fuel price volatility for the

Utilitys Louisiana and Mississippi customers All benetits or costs of

tIme program are recorded in fuel costs The total volume of natriral

gas swaps ormtstanding as of December 31 2011 is 37980000 MMBt
for Entergy Credit support for these natural gas swaps is c.omvererl

by master agreements that do not require collateralizat ion based on

mark-to-market value but do carry adequate assurance laugriage

that may lead to collateralization requests

The effect of Entergys derivative instruments not designated as

hedging instruments on the consolidated income statements br
the years ended December 31 2011 2010 and 20tt9 is as follows

in millions

2009

Natural gas swaps

Due to regulatory treatment the natural gas swaps are marked to

market through fuel fuel-related expenses and gas prircbaserI for

resale and then such amounts are simultaneously reversed and

rerorded as an offsetting regulatory asset or liability The gains or

losses recorded as fuel expenses when the swaps are settled are

recovered or refunded through fuel cost recovery mechanisms

Income Statement

Location

luet fitetretated

eXtietlses aud gas

purchased fur resale

oiupit ii let

tiitsiiicss uperat lug

revenues

Amount of Gain

Instrument Recognized inAOCI

2011

Natural gas swaps

Elect rieily furwarits

swaps aud uptiuus cli

ilestguaied as hedged itettis

20t0

Natural gas swaps

Electricity forwarrts

swaps aud uptiuns iii

testgmiated as hedgeit items $t/5

Amount of Gain tioss

Recorded in

Income

/62/

it

/tY/

--

Fuel ft tetrettU id

txpeusts anti gas

pureltasrct ltti resale

umupetit

liusiuess utterat tug

--

liVtttitts

.1 Fiat ftmetrital cit

exitetists and gas

tumrcttaseit tnt result
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Fair Values

The estimated lair values of Entergys financial instruments and

derivatives are determined using hid prices market quotes and

linaneial modeling onsiderahle judgment is required in developing

the estimales of hdr value Therefore estimates are not necessanly

indicative ot the anuinuits that Entergy could realize in current

market exehinige thuns or losses realized on financial instruments

other than forward energy contracts held by competitive businesses

mc reflected in futin rates and therefore do not accrue to the

heneht or detriment of shareholders Entergy eousiders the carrying

anuouns of nast tinaneial instrunients classified as current assets

and tiahilities to he reasonable estimate of their fair value because

if the sluni maturity of these instrunments

Accounting standards define fair value as an exit price or the price

that would he reeeiveil to sell an asset or the amount that would

he paid to transler tiahility in an orderly transaction hetween

knowledgealde market participants at the late of measurenient

Entergy and the Registranm Suhsidiaries use assumptions or market

iiipot
data hat market pcrt icipants would use in pricing assets

or liabilities ill lair value The inputs can he readily observable

corroborated by market data or generally unobservable Entergy

mid the Registrant Subsidiaries endeavor to use the best available

ift nniat tom to let em om lair value

Accounting sI anilarits est ahlislu fair value hierarchy that

prioritizes lie inputs used 13 measure fair value The hierarchy

establishes the highest prhtrity for unadjusted market quotes in

an active market for Ito identical asset or liability and the lowest

oiortty br 000bser\ aIde iiiputs The three levels of the fair value

to erarehy are

Level Level ui1 tots are iniadjusted quoted prices in active

niarket br lent nil assets or liabilities that the emit ity has the

ability to access at tIn nieasurement date Active markets are

loise iii loch tim sail ii ins for flu asset or liability occur in

soflwient lreipieio.v and volume to pro\icle pricing information on

iOi ong ting
basis Levet priniril consists of individually owned

eoiunion stoeks ecsti eq ovatents debt instniments and gas hedge

contracts

Level Level mInus ire iputs other than quoted prices included

in Level that are cit to directly or indirectly observable for the

asset or liability
at the nieasurenient date Assets are valued based

cm 1ah derived lv outependeul third 1dau that use inputs such

as tommelonark yields reported trades broker/dealer quotes and

issuer spreads Fri es oe reviewed and can be challenged with the

iiolet
endent tar is moot/or overridden by Entergy if it is believed

such woutd be nmn relIed ive of fair value Level inputs include

the following

itit it ccl Iaiee5 Ii ir silo ilar assets or liabilities ui

ii
markets

ituot ccl ioiees fir idci it teal assets or liabilities in

inactive markets

iii
toils

ut her that It
ut cit prices that are observable

bit the asset or tialolitv tO

imqoits that are leriveil principally from or corroborated

lmy oliservat de arke dat by correlation or other means

Level consists primarily of individually owned dehi instruments or

shares in common trusts Common trust funds arc stated at estimated

fair value based on the fair market value of the underlying investments

Level Level inputs are pricing inputs that are generally less

observable or unobservable from objective sources These inputs

are used with internally developed methodologies to produce

managements best estimate of fair value for the asset or liability

Level consists primarily of derivative power contracts used as

cash flow hedges of power sales at merchant power plants

The values for the cash flow hedges that are recorded as derivative

contract assets or liabilities are based on both observable inputs

including public market prices and unobservable inputs such as

model-generated prices for longer-term mnarkets and are classified

as Level assets and liabilities The amounts reflected as the fair

value of derivative assets or liabilities are based on the estmiated

amount that the contracts are in-the-money at the balance sheet

date treated as an asset or out-of-the-money at the balance sheet

date treated as liability and would equal the estimated amount

reeeivahle or payable by Entergy if the contracts were settled at

that date These derivative contracts include cash flow hedges

that swap fixed for floating cash flows for sales of the output from

Entergys Entergy Wholesale Commodities business The fair values

are based on the mark-to-inarlcet comparison between the fixed

contract prices and the floating prices detennined each period

from quoted forward power market prices and estiniates regarding

the costs associated with the transportation cit the power from the

plants bus bar to the contracts point of delivery generally power

market hub for the period thereafter The differences between the

fixed price in the swap contract and these market-related prices

multiplied by the volume specified in the contract and discounted

at the counterparties credit adjusted risk free rate are recorded as

derivative contract assets or liabilities As of Deceniber 31 2011

Entergy had in-the-money derivative contracts with fair value

of $312 million with counterparties or their guarantor who are all

currently investnuent grade As of December 31 2011 there are no

out-of-the-money contracts supported by corporate guarantees

which would require additional cash or letters of credit in the

event of decrease in Entergy Corporations credit rating to below

investnuent grade
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

NOTE 17 DECOMMISSIONING TRUST FUNDS
Entergy holds debt and eqnity securities classified as available-

for-sale in nuclear decommissioning trust accounts The NRC

requires Entergy subsidiaries to maintain trusts to finid the costs of

decommissioning ANO ANC River Bend Waterford Grand

Gulf Pilgrim Indian Point and Vermont Yankee and Palisades

NYPA currently retains the decommissioning trusts and liabilities

for Indian Point and FitzPatrick The funds are invested primarily

in equity securities fixed-rate fixed-income securities aiid ash and

cash equivalents

Entergy records decommissioning trust funds on the balance

2129 sheet at their fair value Because of the ability of the Registrant

1659 Subsidiaries to recover decommissioning costs in rates and in

312 3t2 accordance with the regulatory treatment for decommissioning

50 trust funds the Registrant Subsidiaries have recorded an offsetting

amount of unrealized gains/losses on investnient securities in

_______________________________________________________________
other regulatory liabilities/assets For the nonregulated portion of

River Bend Entergy Gulf States Lotusiana has recorded an offsetting

amount of unrealized gains/losses in other deferred credits

________________________________________________________________________________________
Decommissioning tnist funds for Pilgrim Indian Point Vermont

Yankee and Palisades do not meet the criteria for regulatory

accounting treatment Accordingly unrealized gains recorded on the

assets in these trust funds are recognized iii the accumulated other

comprehensive inconie component of shareholders equity because

these assets are classified as available for sale Unrealized losses

where cost exceeds fair market value on the assets in these trust

funds are also recorded in the accumulated other comprehensive

income component of shareholders equity unless the unrealized

loss is other than temporary and therefore recorded in earnings

Generally Entergy records realized gains and losses on its debt

________________________________________________________________________________________
arid equity securities rising the specific identification method to

determine the cost basis of its securities

The securities held as of December 31 2011 and 201t1 are

sumniarized as follows in millions

2010

Equtty securities 2076 436

Debt securities 1529 t7 12

Total $3596 $503 $21

The following tables set forth by level within the fair value

hierarchy Entergys assets and liabilities that are accounted for at

fair value on recurring basis as of December31 2011 and December

31 2010 The assessment of the significance of particular input to

lair value measurement requires judgment and may affect their

placenient within the fair value hierarchy levels in millions

Level Level Level Total

613 613

2011

Assets

Teiriporary cash investments

Pet oiuniissiouing trust funds5

Equity securities 397 1732

Debt securities 639 1020

Power contracts

Seeuritizatioii recovery trust account 50

Storm reserve escrow account 335

$2034 $2752

335

$3i2 $5098

Liabilities

hedge coutracts 30 30

2010 Level Level Level Total

Assets

Teuiporary cash investuients $1218 $1218

Derouuuissioning trust funds

Equity secui tries 1689 2076
Debt securities 497 1023 1520

Power contracts 214 214

Securitizatioa recovery trust account 43 43

Storui reserve escrow account 329 329

$2474 $2712 $214 $5400

Liabilities

Power contracts 17 17

Gas hedge routraets

$17 19

Fair

Value

2011

Equity securities 2129

Pbt securities 1659

Total $3788

flu feeais miss/ni iitq ti-list faints 11011 rqa Hf iu freed oieoau seaiities

Equ iHj seeio-ities iH ito ested to appio.eoiate 1/ic returns qfaajoi

niai/cet u/ices Fted oieo aie securities pus held in eaiioas qoreraineatat

101 Hip/ante stuii pities See Nütr 17/or idditioarp/ Htf i-flint /01/ an tier

nrrstiii it poitfitio.s

The following table sets forth reconciliation of changes in the

net assets liabilities for the fair value of derivatives classified as

Level in the fair value hierarchy for the years ended December 31
2011 2010 aitd 2009 in nallions

2011 2010 2009

llalanee as of January 197 20/ .$ 207

Uureattzed gatns from price changes 268 221 110

Unrealized gains/losses on originations 15

Realized gains on settteuients 168 220 322

BalaneeasofDeeember3l $312 $197 $200

Total

Unrealized

Gains

421

115

$538

Total

Unrealized

Losses

hi

$19
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Deferred taxes on unrealized gairis/losses are recorded in other

emoprehensive income for the decommissiooing tnists which do not

meet the criteria for regulatory accouotirig treatment as described

above unrealized gains/ losses above are reported before deferred

taxes of lOt millno and $130 million as of December 31 2011

and 2010 respectively The amortized cost of debt securities was

$1530 imllmn as of eeemober 31 2011 aod $1475 million as of

December ti 2ttltl As of December 31 2011 the debt securities

have an average coupon tate of approximately 4.15% an average

duration of approxiniatel 5.10 years and an average maturity of

approximately 8.53 yeats The eqmnty securities are generally held

in funds that are designed to approximate or somewhat exceed

the retormi of the Standard Poors .500 Index relatively small

percentige of the secorities are held in funds intended to replicate

the return of the Wilshire 450tt Index or the Rossell 3000 Index

The fair valoe and gross unrealized losses of available-for-sale

eqoity and tebt securities sommarized by investment type and

length of tone that the securities have been continuous loss

position are as follows as of December 31 2011 in millions

-11 60

$173 $14 $183 $5

The fair valoc and gross unrealized losses of available-for-sale

eqoity and debt secant bs summarized by investment type and

length of time that the securities have been in continuous loss

position are a.s follows as of December 31 2010 in millions

1t35

$120 $9 $478 $12

The aorealized losses in excess of twelve months on equity securities

above relate to Entergys Utility operating companies and System

Enemgy

The air valoe of debt securities summarized by contractual

maturities as of eceoitse 31 2011 and 2010 are as follows

in nollions

Less tuni Viai

year yeats

years tO years

10 years- t.ears

05 yeos -20 years

20 yeos

lotal

Dnring the years ended December 31 2011 2010 and 2009

proceeds from the dispositions of securities amounted to $1360

million $2606 million and $2571 million respectively During

the years
ended December 31 2011 2010 and 2009 gross gains

of $29 million $69 million and $8t nullion respectively arid gross

losses of $11 million $9 nullion and $30 million respectively were

reclassified lot of other comprehensive income into earnings

Other Than Temporary Impairments and

Unrealized Gains and Losses

Entergy evaluates unrealized losses at the end of each period

to determine whether an other-than-temporary impainnent has

occurred The assessment of whether an investment in debt

security has suftered an other-than-temporary impairment is based

on whether Entergy has the intent to sell or more likely than not will

be required fo sell the debt security before recovery of its amortized

costs Further if Entergy does not expect to recover the entire

amortized cost basis of the debt security an othee.than-temporary

impairment is considered to have occurred and it is measured by

the present value of cash flows expected to be collected less the

amortized cost basis credit loss For debt secorities held as of

January 2009 for which an other-than-fempoiary impairment

had previously been recognized but for which assessment under

the new guidance indicates this impairment is temporary Entergy

recorded an adjustment to its opening balance of retained earrongs

of $11.3 million $6.4 million net-of-tax Entergy did not have any

material other-than-temporary impairments relating to credit losses

on debt securities for the years ended December 31 2011 and 201t

The assessment of whether an investment in an equity security has

suffered an other-than-teniporary impairment continues to be based

In number of factors including first whether Entergy has the

ability and intent to hold the investment fo recover its valrie the

duration and severity of any losses and then whether it is expected

that the invesfment will recover ifs value within reasonable period

of time Entergys trusts are managed by third parties who operate in

accordance with agreements that define investment guidelines arid

place restrictions on the purchases and sales of investments Entergy

recorded charges to other income of $0.1 nullion in 2011 $1 million

in 2010 and $86 nullion in 2009 resulting from the recognition of the

other-than-temporary impairment of certain equity securities held 01

its decomnussioning trust funds

Equity Securities

Gross

Fair Unrealized Fair

Value Losses Value

110 $123Less bao 12 un nil bs

Mere tbao t2 iooolbs

Total

Debt Securities

Gross

Unrealized

Losses

$3

Equity Securities

Gross

Fair Unrealized

Value Losses

1- $1less itiaa 12 maoolbs

Mere ituaa 12 urooitis

Total

Debt Securities

Gross

Fair Unrealized

Value Losses

$474 $tl

2011

it

2010

37

566 557

.583 512

187 163

12 47

212 204

$1659 $1520
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

NOTE 18 VARIABLE INTEREST ENTITIES
Inder applicable authoritative accounting guidance variable

interest entity VIE is an entity that conducts business or holds

property that possesses any ot the following characteristics an

insufficient amount of equity at risk to finance its activities equity

owners who do not have the power to direct the significant activities

of the entity or have voting rights that are disproportionate to their

ownership interest or where equity holders do not receive expected

tosses or returns An entity may have an interest in VIE through

ownership or other contractual rights or obligations and is required

to consolidate VIE if it is the V1Es primary beneficiary

The FASB issued authoritative accounting guidance that became

eftectivc in the first quarter 2010 that revised the manner in which

entities evaluate whether consolidation is required for VIEs Under

the revised guidance the primary beneficiary of VIE is the entity

that has the power to direct the activities of the VIE that most

significantly affect the VIEs economic performance and has the

obligation to ahsorb losses or has the right to residual returns that

would potentially be significant to the entity In conjunction with

the adoption of the new guidance Entergy updated reviews of its

contracts and arrangements to letermine whether Entergy is the

prunary beneficiary of VIE based on the revisions to the previous

consolidation model and other provisions of this standard Based

on this review Entergy deternuned that Entergy Arkansas Entergy

Gulf States Louisiana Entergy Louisiana and System Energy should

consolidate the respective companies from which they lease nuclear

tuel usually in sate and leaseback transaction This deterniination

is because Entergy directs the nuclear fuel companies with respect

to nuclear fuel purchases assists the nuclear fuel companies in

obtaining financing and if financing cannot he arranged the lessee

Entergy Arkansas Entergy Gulf States Louisiana Entergy Louisiana

or Systeni Energy is responsible to repurchase nuclear fuel to allow

the nuclear fuel company the VIE to meet its obligations Under

the previous guidance the determination of the primary beneficiary

of VIE was based on ownership interests and the risks and rewards

in the entity attributable to the variable interest holders Therefore

the Entergy companies lid not previously consolidate the nuclear

fuel companies Because Entergy has historically accounted for the

leases with the nuclear fuel companies as capital lease obligations

the effect of consolidating the nuclear fuel companies did not

niatemially affect Entergys financial statements During the tenn

of the arrangements none of the Entergy operating coniparues

have beer reqmred to provide financial support apart from their

scheduled lease payments See Note to the financial statements for

debuts of he nuclear fuel companies credit facility and commercial

paper borrowings and long-term debt that are reported by Entergy

Ent ergy Arkansas Entergy Gulf States Louisiana Entergy Louisiana

and System Energy These amounts also represent Entergys and

the respective Registrant Subsidiarys maximum exposure to

losses assoiiated with their respective interests in the nuclear

fuel companies

Entergy Texas determined that Entergy Gulf States Reconstruction

Fundmg LLC and Entergy Texas Restoration Funding LLC
companies wholly-owned and consolidated by Entergy Texas are

variable interest entities and that Entergy Texas is the primary

beneficiary In June 2007 Entergy Gulf States Reconstruction

Funding issued senior secured transition bonds securitization

bonds to finance Entergy Texass hurricane Rita reconstruction

costs In November 2009 Entergy Texas Restoration Funding issued

senior secured transition bonds securitization bonds to finance

Entergy Texass Iturrieane Ike and Hurricane Gustav iestoration

costs With the proceeds the variable interest entities purchased

from Entergy Texas the transition property which is the right

to recover from customers through transition charge aniounts

sufticient to service the securitization bonds The transition property

is reflected as regulatory asset on the consolidated Entergy Texas

balance sheet The creditors of Entergy Texas do not have recourse

to the assets or revenues of the variable interest entities including

the transition property and the creditors of the variable interest

entities do not have recourse to the assets or revenues of Entergy

Texas Entergy Texas has no payment obligations to the variable

interest entities except to remit transition charge collections See

Note to the financial statements for additional details regarding the

securitization bonds

Entergy Arkansas Restoration Funding LLC company whoily

owned and consolidated by Entergy Arkansas is variable interest

entity and Entergy Arkansas is the primary beneficiary In August

2Oltt Entergy Arkansas Restoration Funding issued storni cost

recovery bonds to finance Entergy Arkansass January 2009 ice

storm damage restoration costs With the proceeds Entergy

Arkansas Restoration Funding purchased from Entergy Arkansas

the storm recovery property which is the right to recover froni

customers through storm recovery charge aniounts sufficient to

service the seeuritization bonds The storm recovery property is

reflected as regulatory asset on the consolidated Entergy Arkansas

balance sheet The creditors of Entergy Arkansas do not have

recourse to the assets or revenues of Entergy Arkansas Restoration

Funding including the storm recovei-y property and the creditors

of Entergy Arkansas Restoration Funding do not have recourse to

the assets or revenues of Entergy Arkansas Entergy Arkansas has

no payment obligations to Entergy Arkansas Restoration Funding

except to remit storm recovery charge collections See Note to the

financial statements for additional details regarding the storm cost

recovery bonds

Entergy Louisiana Investment Recovery Funding L.L.
company wholly-owned and consolidated by Ent ergy Louisiana

is variable interest entity arid Entergy Louisiana is the pmimary

beneficiary In September 2011 Entergy Louisiana Investment

Recovery Funding issued investment recovery bonds to recover

Entergy Louisianas investment recovery costs associated wit Ii

the cancelled Little Gypsy repowering project With the proceeds

Entergy Louisiana Investment Recovery Funding purchased froni

Entergy Louisiana the investment recovery property whielh is the

nght to recover from customers through an investment ieeoveiy

charge amounts sufficient to service the bonds The investment

recovery property is reflected as regulatoIy asset on the

consolidated Entergy Louisiana balance sheet The rreditors of

Entergy Louisiana do not have recourse to the assets or revenues

of Entergy Louisiana Investment Recovery Finiding including

the investment recovery property and the creditors of Entergy

Louisiana Investment Recovery Funding do not have recourse to

the assets or revenues of Entergy Louisiana Entergy Louisiana has

no payment obligations to Entergy Louisiana Investment Recovery

Funding except to remit investment recovery barge collections See

Note to the financial statements for additional details regarding the

investment recovery bonds
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Entergy Louisiana and System Energy are also considered

to each hold variable interest in the lessors from which they

lease undvuled interests representing approximately 9.3% of the

Waterford and 11.5% of the Grand Gulf nuclear plants respectively

Entergy Louisiana and Systeiii Energy are the lessees under these

arrangements which are described in more detail in Note 10 to

the financial statenieiils Entergy Lotusiana made payments on its

lease including interest of $50.4 million in 2011 $35.1 million in

2010 and $32.5 million iii 2009 System Energy made payments on

its lease including interest ot $49.4 million in 2011 $48.6 million

in 2010 and 847.8 million in 2009 The lessors are bimks acting in

the capacity of owuei trustee br the benefit of equity investors in

the transactions pursuant tn.ist agreements entered solely for

the purpose of taeilitatuig the lease transactions It is possible that

Eutergy Lotusiana and System Energy may be considered as the

primary beneficiary of the lessors but Entergy is unable to apply

the revised authoritat Re arcnuntmg guidance with respect to these

VIEs because the lessors are not required to and could not provide

the necessary tinancial imdormation to consolidate the lessors

Because Entergy accounts tor these leasing arrangements as capital

fumancings however Ent ergy believes hat consolidating the lessors

would not materially affect the financial statements In the unlikely

event of default under lease remedies available to the lessor include

payment by the lessee of the Lair value of the undivided interest in

the plant panunt of the resent value of the basic rent payments

or paynient of predetermined casualty value Entergy believes

however that the ohlmgat ions recorded on the balance sheets

materially represent each nmpanys potential exposure to loss

Enteigy has also reviewed various lease arrangements power

purchase agreements amid other agreements in which it holds

variable interest In these a.ses Entergy has determined that it is not

tIe pmi1iiry henelaiamy ol the related VIE because it does not have

the power to direct time activities of the VIE that most significantly

affect the VIEs ecommomaic performance or it does not have the

obligation to absorb li sses om the right to residual returns that would

potentially be significant the entity or both

NOTE 19 QUARTERLY FINANCIAL DATA

UNAUDITED
Operating results for the four quarters of 2011 and 2010 for Entergy

Corporation and subsidiaries were in thousands

2011

First Quarter

Second Quarter

Third Quarter

Fourth Quarter

Net Income

Consolidated Attributable

Net to Entergy

Income Corporation

Earnings per Average Common Share

2011 2010

Basic Diluted Basic Diluted

First Quarter $1.39 $1.38 $1.13 $1.12

Second Quarter $1.77 $1.76 $1.67 $1.65

Third Quarter $3.55 $3.53 $2.65 $2.62

Fourth Quarter $0.88 $0.88 $1.27 $1.20

The business of the Utility operating companies is subject t.o

seasonal fluctuations with the peak periods occurring during the

third quarter

Operating Operating

Revenues Income

$2541208

$2803279

$3395553

$2489033

$2759347

$2862950

$3332176

$2533104

2010

First Quarter

Second Quarter

Third Quarter

Fourth Quarter

$510891

$558738

$600909

$342696

$476714

$626241

$770642

$393780

$253678

$320598

$633069

$160027

$218814

$320283

$497901

$233307

$218663

$31 55t

$628054

$154139

$213799

$315266

$492886

$228291



INVESTOR INFORMATION

ANNUAL MEETING
The 2012 Annual Meeting of Shareholders will be held on

Frida3 May at the Hyatt Regency New Orleans 601 Loyola

Avenne New Orleans Louisiana The meeting will begin at

10 a.in CDT

SHAREHOLDER NEWS
Entergys quail erly earnings results dividend action and other news

and information of investor interest may be obtained by calling

Entergys Investor Relations information line at 1-858-ENTERGY

368-3749 Besides hearing recorded announcements you can

request information to be sent via fax or mail

Visit our investor relations website at entergy.com/investor_

relations for earnings reports financial releases SEC filings

and other investor information including Entergys Corporate

Governance Guidelines Board Committee Charters for the

Corporate Governance Audit and Personnel Committees

and Entergys Code of Conduct You can also request and

receive information via email Printed copies of the above are

also available without charge by calling t-SSS-ENTERGY or

writing to

Entergy Corporation

Investor Relations

P.O Box 61000

New Orleans LA 70161

INSTITUTIONAL INVESTOR INQUIRIES
Securities analysts and representatives of financial institutions

may contact Paula Waters Vice President Investor Relations at

504-576-4380 or pwalerl@entergy.com

SHAREHOLDER ACCOUNT INFORMATION
Coniputershare is Entergys transfer agent registrar dividend

disbursmg agent and dividend reinvestment and stock purchase plan

agent Shareholders of record with questions about lost certificates

lost or missmg dividend checks or notifications of change of address

should contact

Computershare

48t Washington Boulevard

Jersey City NJ 07310

Telephone 1-800-333-4368

www computershare coat

COMMON STOCK INFORMATION
The companys common stock is listed on the New York and Chicago

exchanges under the symbol ETR The Entergy share price is

reported daily in the fumancial press under Entergy in most listings

of New York Stock Exchange securities Entergy common stock

is component of the following indices SP 500 SP IJtilities

Index Philadelphia Utility Index and the NYSE Composite Index

among others

As of January 31 2012 there were 176620417 shares of Entergy

common stock outstanding Shareholders of record totaled

35096 and approximately 55000 investors held Entergy stock in

street name thmough broker

CERTIFICATIONS
In May 2011 Entergys Chief Executive Ofticer certified to the New
York Stock Exchange that he was not aware of any violation of the

NYSE corporate governance listing standards Also Entergy filed

certifications regarding the quality of the companys public disclosure

required by Section 302 of the Sarbanes-Oxley Act of 2002 as exhibits

to its Report on Form 10-K for the fiscal year ended Deceniher 31 2011

DIVIDEND PAYMENTS
All of Entergys 2011 distributions were taxable as dividend

distributions The Board of Directors declares dividends quarterly

and sets the record and payment dates Subject to Board discretion

those dates for 2012 are

DECLARATION DATE RECORD DATE PAYMENT DATE

January 27 February March

April May 10 June

July 27 August September

October 26 Noveniber December

Quarterly dividend payments in cents-per-share

QUARTER 2012 2011 2010 2009 2008

83 83 75 75 75

83 83 75 75

83 83 75 75

83

DIVIDEND REINVESTMENT/STOCK PURCHASE
Entergy offers an automatic Dividend Reinvestment and Stock

Purchase Plan administered by Computershare TIme plan is designed

to provide Entergy shareholders and other investors with convenient

and economical method to purchase shares of the conqauiys conunon

stock The plan also accommodates payments of up to $3000 per

month for the purchase of En ergy common shares Firs- ime

investors may make an initial minimum purchase of $1000 Contact

Computershare by telephone or internet for informat ion and an

enrollment form

DIRECT REGISTRATION SYSTEM
Emmtergy has elected to participate in Direct Registration Syst em that

provides investors with an alternative met hod for holding shares DRS

will permit investors to move shares between the companys records

and the broker dealer of their choice

ENTERGY COMMON STOCK PRICES
The high and low trading prices for each quarterly period in 2111 and

2010 were as follows in dollars

2011

QUARTER HIGH LOW
74.50 64.72

70.40 65.15

69.14 57.60

74.00 62.66

ENVIRONMENTAL INFORMATION
Entergys Sustainability Report and other information on Entergys

environmental policy is available on Entergys website at entergy.com

2010

HIGH

83.09

84.33

8t.80

77.90

LOW
75.25

1.28

7t.35

68.65



DIRECTORS AND XECUTIVE OFFICERS

DIRECTORS EXECUTIVE OFFICERS

Maureen ScanneU l3aternan

Managing irector Rose 1-lill onsultants New York New York

An Entergy di ector Siiice 2000 Age 68

Gary EdwarcG

Former Senior Executive Vice President of onoco Houston Texas

Presiding Director of Entergy An Entergy director Since 2005

Age

Alexis Hermar

hair and Chief Execut i\ fficer of New Ventures LLC McLean

Virginia An Entergy director since 2003 Age 64

Donald Hint

Former President Eni ergy Corporation Punta Gorda Florida

An Entergy director si ice 2104 Age 68

Wayne Leonard

Eni ergy Chairman and tuef Executive Officer Joined Entergy

in April 1998 as President and Chief Operating Officer became

Chief Executive fticcr and elected to the Board of Directors

on January 1999 ai ne hairnian on August 2006

New rleaiis Lotusiaiia Age 61

Stuart Leveni.1

Group President and Executive Office Member of Caterpillar Inc

Peoria Illinois An Eni ergy lirect or since 2005 Age 58

Blanche Lambert ..ocoln

Special Policy Advisor AIst on Bird LLP Arlmgton Virginia

Joined the Eni ergy Board iii 2011 Age 51

Stewart Mye

Robed Merton 197l Piofessor of Financial Economics

MIT Sloan School ol Management Cambridge Massachusetts

An Entergy director since 2109 Age 71

Wl1iarn Perc

hairnian mid Chief Executive Officer of Greenville Compress

Company Greenville Mississippi An Entergy director since 2000

Age 72

Billy Taez

wner Tnizm onsultiiits LLC Washington D.C An Entergy

lirect or since 2005 Age 68

Steven Wilkins

Retired Audit Iart ncr Arthur Andersen LLP Watersmeet Michigan

An Ent ergy director since 2003 Age 70

Wayne Leonard

Chairman and Chief Executive Officer Joined Entergy in April 1998

as President and Chief Operating Officer became hief Executive

Officer on January 1999 and Chairman on August 2006 Fornier

executive of Cinergy Age 61

Richard Smith

President Entergy Wholesale Commodity Business Joined Entergy

in 2000 FormerPresident of Cinergy Resources Inc Age 60

Gary Taylor

Group President Utility Operations Joined Entergy in 2000

FormerVice President of nuclear operations at South arolina

Electric Gas Company Age 58

Leo Denault

Executive Vice President and Chief Financial Officer Joined Entergy

in 1999 Former Vice President of Cinergy Age 52

Mark Savoff

Executive Vice President and Chief Operating Officer Joined Entergy

in 2003 Fornier President General Electric Power Systems GE

Nuclear Energy Age 55

Roderick West

Executive Vice President and Chief Administ rative Officer Joined

Entergy in 1999 FormerPresident and Chief Executive Officer of

Entergy New Orleans Inc Age 43

Renae Con ley

Executive Vice President Human Resources and Administration

Joined Entergy in 1999 FormerPresident of Cincinnati Gas and

Electric Company Age 54

John Herron

President and Chief Executive Officer Nuclear Operations/Chief

Nuclear Officer Joined Entergy in 2001 FormerSite Vice President

Browns Ferry Plant Tennessee Valley Authority Age 58

Marcus Brown

Senior Vice President and General Counsel Joinecl Entergy in 1995

Promoted to Vice President and Deputy General Counsel in 2009

Age 50

Theodore Bunting Jr

Senior Vice President and Chief Accounting Officer Joined Entergy

in 1983 ProTnoted to Senior Vice President and Chief Accounting

Officer in 2007 Age 53
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