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EXCHANGE RATES

For the convenience of the reader. this Form 10-K contains translations of certain British pounds sterling
(BPS) amounts into U.S. dollars at specified rates. or. if not so specified. the noon buying rate in New York City
for cable transfers in BPS as certified for customs purposes bv.thc Federal Reserve Bank of New York (the "Noon
Buying Rate") on December 31, 1997 of S1.6454 = BPS 1.00. No representation is made that the BPS amounts
have been, could have been or could be converted into U.S. dollars at the rates indicated or at anv other rates.

The following table sets out. for the periods indicated, certain information concerning the exchange rates
between BPS and U.S. dollars based on the Noon Buying Rate in New York City for cable transfers in pounds
sterling as certified for customs purposes by the Federal Reserve Bank of New York'.

Fiscal Year Endin g sJJ Period End Average (2) Hi2h Low
(S per BPS 1.00)

March 31, 1994 ................................. 1.49 1.57 1.48
March31, 1995 ................................. 1.62 1.57 1.64 1.51
March31, 1996 ................................. 1.53 1.56 1.61 1.51
Period from April 1. 1996 to January 31, 1997 ..... 1.60 1.58 1.71 1.49
December31, 1997 ................................. 1.65 1.64 1.71 1.58

(1) London Electricity plc, the predecessor company of Entergy London Investments pc (Entergy London),
had a fiscal year ending March 31 and Entergy London, the successor company, has a fiscal year ending
December 31. Effective February 1, 1997, Entergy London acquired London Electricity plc.

(2) The average of the Noon Buying Rates in effect on the last business day of each month during the relevant
period.

FORWARD LOOKING STATEMENTS

Investors are cautioned that forward-looking statements contained herein with respect to the revenues,
earnings, competitive performance, or other prospects for the business of Entergy Corporation, Entergy Arkansas,
Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy, Entergy
London, or their affiliated companies may be influenced by factors that could cause actual outcomes and results to
be materially different than projected. Such factors include, but are not limited to, the effects of weather, the
performance of generating units, fuel prices and availability, regulatory decisions and the effects of changes in law,
capital spending requirements, the evolution of competition, changes in accounting standards, and other factors.



DEFINITIONS

Certain abbreviations or acronvms used in the text and notes art. defined below:

Abbreviation or Acronym Term -

AFUDC
Algiers
ALJ
ANO I and 2

APB
APSC
Arkansas Cities and
Cooperatives

Availability Agreement

BPS
Cajun

Capital Funds Agreement

CitiPower
Council
D.C. Circuit
DOE
domestic utility companies

EMF
EPA
EPAct
EPDC
EPMC
ETC
ETHC
EWG
Electricity Act
Electricity Pool
Entergy
Entergy Arkansas
Entergy Corporation

Entergy Enterprises
Entergy Gulf States

Entergy London

Entergy Louisiana

Allowance for. Funds Used During Construction
15th Ward of the City of New Orleans. Louisiana
Administrative Law Judge
Units I and 2 of Arkansas Nuclear One Steam Electric Generating Station
(nuclear), owned by Entergv Arkansas
Accounting Principles Board
Arkansas Public Service Commission

Cities of Benton, North Little Rock, Prescott and Osceola; the Conwvay
Corporation, the.West Memphis Utilities Commission and the Farmers' Electric
Cooperative
Agreement, dated as of June 21, 1974, as amended, among System Energy and
Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New
Orleans. and the assignments thereof
British pounds sterling
Cajun Electric Power Cooperative, Inc. (currently in chapter 11 bankruptcy
reorganization)
Agreement, dated as of June 21, 1974, as amended, between System Energy and
Entergy Corporation, and the assignments thereof
CitiPower Ptv.
Council of the City of New Orleans, Louisiana
United States Court of Appeals for the District of Columbia Circuit
United States Department of Energy
Entergy Arkansas, Entergy Gulf States, Entergv Louisiana, Entergy Mississippi,
and Entergy New Orleans, collectively
Electromagnetic fields
Environmental Protection Agency
Energy Policy Act of 1992
Entergy Power Development Corporation
Entergy Power Marketing Corp. -

Exempt telecommunications company under PUHCA
Entergy Technology Holding Company
Exempt wholesale generator under PUHCA
Electricity Act 1989
Wholesale electricity market in England and Wales
Entergy Corporation and its various direct and indirect subsidiaries
Entergy Arkansas, Inc., formerly Arkansas Power & Light Company
Entergy Corporation, a Delaware corporation, successor to Entergy Corporation,
a Florida corporation
Entergy Enterprises, Inc.
Entergy Gulf States, Inc., formerly Gulf States Utilities Company (including
wholly owned subsidiaries - Varibus Corporation, GSG&T, Inc., Prudential Oil &
Gas, Inc., and Southern Gulf Railway Company)
Entergy London Investments plc, formerly Entergy Power UK plc (including its
wholly owned subsidiary, London Electricity plc)
Entergy Louisiana, Inc., formerly Louisiana Power & Light Company

i



DEFINITIONS (Continued)

Abbreviation or Acronym Term

Entergy Mississippi
Entergy New Orleans
Entergy Operations
Entergy Pover
Entergy Services
FASB
FERC
FUCO
G&R Mortgage Bonds
Grand Gulf I and 2

GWH
Independence

IRS
KPL
KV
KW
KNWH
London Electricitv

LDEQ
LPSC

MICF
Merger

MGP
MCEQ
MMC
MPSC
MVW

NIA
Nelson Unit 6

NISCO
1991 NOPSI Settlement

1994 NOPSI Settlement

Entcrgy Mississippi, Inc.. forncrly ,ississippi Power & Light Company
Entergy New Orleans, Inc., formerly New Orleans Public Service Inc.
Entergy Operations, Inc.
Entergy Power, Inc.
Entergy Services, Inc.
Financial Accounting Standards Board
Fcderal Energy Regulatory Commission
an exempt foreign utility company under PUHCA
General and Refunding Mortgage Bonds
Units I and 2 of Grand Gulf Steam Electric Generating Station (nuclear), 90%
owned by System Energy
one million kilowatt-hours
Independence Steam Electric Station (coal), owned 16% by Entergy Arkansas.
25% by Entergy Mississippi, and 11% by Entergy Power
Internal Revenue Service
Kingsnorth Power Ltd.
kilovolt
kilowatt
kilowatt-hour(s)
London Electricity plc - a regional electric company serving London, England.
which was acquired by Entergy London Investments plc effective February 1,
1997
Louisiana Department of Environmental Quality
Louisiana Public Service Commission
1,000 cubic feet of gas
The combination transaction, consummated on December 31, 1993, by which
Entergy Gulf States became a subsidiary of Entergy Corporation and Entergy
Corporation became a Delaware corporation
Manufactured gas plant
Mississippi Commission on Environmental Quality
UK Monopolies and Mergers Commission
Mississippi Public Service Commission
Megawatt(s)
Not applicable
Unit No. 6 (coal) of the Nelson Steam Electric Generating Station, owned 70% by
Entergy Gulf States
Nelson Industrial Steam Company
Agreement, retroactive to October 4, 1991, among Entergy New Orleans, the
Council, and the Alliance for Affordable Energy, Inc. (local consumer advocate
group), which settled certain Grand Gulf I prudence issues and certain litigation
re!ated to the resolution adopted by the Council on February 4, 1988, disallowing
Entergy New Orleans' recovery of $135 million of previously deferred Grand
Gulf 1-related costs
Settlement effective January 1, 1995, between Entergy New Orleans and the
Council in which Entergy New Orleans agreed to implement a permanent
reduction in electric and gas rates and resolve disputes with the Council in the
interpretation of the 1991 NOPSI Settlement

ii



DEFINITIONS (Concluded)

Abbreviation or Acronvm . ',Term

NPL
NRC
PES License
PRP

PUCT
PUHCA
PURPA
Rate Cap

Reallocation Agreement

REC
Regulator
Ritchie 2
River Bend
RUS

SCC
SEC
SFAS

SMEPA
System Agreement

System Energy
System Fuels
UK
Unit Power Sales Agreement

Waterford 3

White Bluff

Superfund National Priorities List
Nuclear Regulatory Commission
Public Electricity Supply License in the UK
Potentially Responsible Party (a person or entity that may be responsible for
remediation of environmental contamination)
Public Utility Commission of Texas
Public Utility Holding Company Act of 1935, as amended
Public Utility Regulatory Policies Act of 1978
The level of Entergy Gulf States' retail electric base rates in effect at
December 31, 1993, for the Louisiana retail jurisdiction, and the level of such
rates in effect prior to the settlement agreement with the PUCT on July 21, 1994.
for the Texas retail jurisdiction, which may not be exceeded before December 31,
1998
1981 Agreement, superseded in part by a June 13, 1985 decision of FERC, among
Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans,
and System Energy relating to the sale of capacity and energy from Grand Gulf
Regional Electricity Company - UK
Director General of Electricity Supply for the UK
Unit 2 of the R. E. Ritchie Steam Electric Generating Station (gas/oil)
River Bend Steam Electric Generating Station (nuclear)
Rural Utility Services (formerly the Rural Electrification Administration or
"REA")
Saltend Cogeneration Company
Securities and Exchange Commission
Statement of Financial Accounting Standards, promulgated by the Financial
Accounting Standards Board
South Mississippi Electric Power Agency
Agreement, effective January 1, 1983, as modified, among the domestic utility
companies relating to the sharing of generating capacity and other power resources
System Energy Resources, Inc.
System Fuels, Inc.
The United Kingdom of Great Britain and Northern Ireland
Agreement, dated as of June 10, 1982, as amended and approved by FERC,
among Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, Entergy New
Orleans, and System Energy, relating to the sale of capacity and energy from
System Energy's share of Grand Gulf I
Unit No. 3 (nuclear) of the Waterford Steam Electric Generating Station, owned
90.7% by Entergy Louisiana. The remaining 9.3% undivided interest is leased by
Entergy Louisiana.
White Bluff Steam Electric Generating Station 57% oxwned by Entergy Arkansas

iii



PART I
Item 1. Business

BUSINESS OF ENTERGY

General

Entergv Corporation is a Delaware corporation which, through its dircct and indirect subsidiaries, engages in
the domestic and foreign electric utility business. other domestic and .-forcign energy-related enterprises, and
telecommunications-based businesses. It has no significant assets other than the stock of its subsidiaries. Entcrgv
Corporation is registered as a public utility holding company under PUHCA. As such. Entergy Corporation and its
various direct and indirect subsidiaries (with the exception of its EWG,. FUCO, and ETC subsidiaries) are subject to
the broad regulatory provisions of PUHCA. PUHCA historically limited the operations of registered holding
companies to a single, integrated public utility system and functionally. related activities. However, more recentl".
PUHCA has been amended or interpreted to permit limited entry by registered public utility holding companies into
domestic and foreign electric generation ventures, foreign utility ownership, telecommunications and information
service businesses, and other domestic energy related businesses.

Domestic Operations and Investments

Entergy Corporation has five whollv-owned domestic retail electric utility subsidiaries: Entergy Arkansas.
Entergy Gulf States, Entergy Louisiana, Entergy Mississippi. and Entergy New Orleans. As of December 31, 1997.
these utility companies provided retail electric service to approximately 2.5 million customers primarily in portions of
the states of Arkansas, Louisiana, Mississippi, and Texas. In addition, Entergy Gulf States furnishes natural gas
utility service in and around Baton Rouge, Louisiana, and Entergy New Orleans furnishes natural gas utility service
in Nev Orleans, Louisiana. The business of the domestic utility companies is subject to seasonal fluctuations, with
the peak sales period occurring during the third quarter of each year. During 1997, the domestic utility companies'
combined retail electric sales as a percentage of total electric sales were: residential - 26.5%; commercial - 20.3%;
and industrial - 41.8%. Retail electric revenues from these sectors as a percentage of total electric revenues were:
residential - 35.1%; commercial - 24.4%; and industrial - 31.2%. Sales to governmental and municipal sectors and
to nonaffiliated utilities accounted for the balance of energy sales. The major industrial customers of the domestic
utility companies are in the chemical processing, petroleum refining, paper products, and food products industries.
The retail rates and services of Entergy's domestic retail utility subsidiaries are regulated by state and/or local
regulatory authorities.

Entergy Corporation owns all of the common stock of Entergy Power, a Delaware corporation and domestic
power producer that owns 725 MW of fossil-fueled generating assets located in Arkansas. Entergy Power markets
electric capacity and energy in the wholesale market. Entergy Corporation also owns 100% of the voting stock of
System Energy, an Arkansas corporation that owns and leases an aggregate 90% undivided interest in Grand Gulf.
System Energy sells the capacity and energy from its interest in Grand Gulf 1 at wholesale to its only customers,
Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans (see "CAPITAL
REQUIREMENTS AND FUTURE FINANCING - Certain Svstem Financial and Support Agreements - Unit
Power Sales Agreement," below). Both Entergy Power's and System Energy's wholesale power sales are subject to
the jurisdiction of FERC.

Entergy Services, Inc., a Delaware corporation wholly-owned by Entergy Corporation, provides general
executive, advisory, administrative, accounting, legal, engineering, and other services primarily to the domestic utility
subsidiaries of Entergy Corporation, but also to Entergy Enterprises. Entergy Operations, a Delaware corporation, is
also wholly-owned by Entergy Corporation and provides nuclear management, operations and maintenance services
under contract for ANO, River Bend, Waterford 3, and Grand Gulf 1, subject to the owner oversight of Entergy
Arkansas, Entergy Gulf States, Entergy Louisiana, and System Energy, respectively. Entergv Services and Entergv
Operations provide their services to the domestic utility companies, on an "at cost" basis, pursuant to service
agreements approved by the SEC under PUHCA. -

- -



Enterg Arkansas. Entcrgy Louisianra. Entergy Mississippi. and Entirgy New Orleans oven 35'',. 33%. I;..
and I 1i"'. respectively, of the common stock o Sstern Fuels. a Louisiana corporation that implements and manages
certain programs to procure. deliver. and store fuel supplies for those companies.

Entergy Gulf States has %%holly-ovned subsidiaries that (i) operate intrastate gas pipelines in Louisiana used
primarily to transport fuel to to of Entergy Gulf States' generating stations. hi) own the Lewis Creek Station. a
gas-tired generating plant. wNhich is leased to and operated by Entcrgy Gulf States. and (iii) on several miles of
railroad track constructed in Louisiana primarily for the purpose of transporting coal for use as boiler fuel at Entergy
Gulf States' Nelson Unit 6 generating facility.

Entergy Enterprises. a %holly-owned nonutility subsidiary of Entergy Corporation incorporated under
Louisiana law. invests in and develops energy-related projects and businesses. Entergy Enterprises. directly or
through subsidiaries, markets energy-rclated expertise. products, and services to third parties and provides a variety
of services to certain nonutility companies owned by Entergy. Services provided to third-parties include (i) energy
management; (ii) management, operations and maintenance services for fossil and nuclear generating plants: and (iii)
energy efficient lighting, heating, and cooling systems.

EPMC. a Delaware corporation, is a %%holly-owned subsidiary of Entergy Corporation that is in the business
of marketing electricity, gas, other generating fuels. and financial instruments to third parties. It has received
authority from the SEC to deal in a wide range of energy commodities and related financial products.

ETHC, a wvholly-owvned subsidiary of Entergv Corporation, engages in a variety of telecommunications and
information based enterprises that are exempt from regulation under PUHCA. ETHC has acquired security
monitoring firms operating primarily in North and South Carolina, Alabama, Florida, Georgia, Mississippi.
Louisiana, and Texas. ETHC participates with Hyperion Telecommunications in a joint venture that operates three
Competitive Local Exchange Caniers (CLECs) in Little Rock, Arkansas; Jackson, Mississippi; and Baton Rouge,
Louisiana. These CLECs provide long distance carner access and local exchange services. ETHC also currently
operates 1,500 miles of fiber optic cable in Arkansas, Louisiana, Mississippi, and Texas that provide long haul
telecommunications to wholesale telecommunication' carriers. ETHC has made a limited investment in a personal
communication services company which will be located in the southeastern United States.

Forei2n Operations and Investments

Since 1993, Entergy Corporation has directly or indirectly acquired interests in a number of foreign utility
businesses. Entergy Corporation ons indirectly all of the outstanding shares of Entergy London which was
incorporated as a public limited company under the laws of England and Wales in October 1996. Entergy
Corporation, through Entergy London, gained effective control of London Electricity in February 1997. London
Electricity is Entergy London's sole asset. London Electricity is a regional electric company that is principally
engaged in the distribution and supply of electricity to approximately 2 million customers in and around London,
England. London Electricity's retail service area currently covers approximately 257 square miles in the central
portion of metropolitan London and includes commercial, residential, and industrial customers. London Electricity
also engages in other business activities, including ownership of an interest in a 1,000 NOW gas-fired combined cycle
generating station and several private electric distribution systems. Entergy Corporation's indirect wholly-owned
Australian subsidiary, CitiPower, was acquired in 1996. CitiPower is principally engaged in the electric distribution
business in Melbourne, Australia, where it serves approximately 242,000 customers. Entergy Corporation also
indirectly owns a 5% interest in Edesur, S.A., which is the retail electric distribution company for about 1.9 million
customers in the southern part of Buenos Aires, Argentina.

- 2 -



EPDC. a wlholh-o%'vned subsidiary of Entergy Corporation. ovwns an interest in the following foreign lectric
generation assets:

Investment

Argentina - Costanera. 1,260 MW
Argentina - Costanera expansion, 220 M%1W
Chil - SanIsidro. 370 IMlW
Pakistan - Hub Rivcr. 1.292 NMW
Peru - Edegcl - 793 NW
United Kingdom - Saltend, 1,200 MW
United Kingdom - Damhead Creek, 770 MW

Percent Ownership Status

691
* .10.

* 21%.
1 00%.
100%

operational
operational

* under construction
operational
operational
under construction
in development

In addition. Entergy Corporation, through another wholly-owned subsidiary, ons 92% of Nantong Entergy
Heat & Power, which has a 24MW1IV facility under construction.

As of December 31, 1997, Entergy Corporation had a net investment of $1.3 billion in equity capital in
businesses other than the domestic utility businesses. Entergy Corporation continues to seek opportunities to expand
its domestic and foreign businesses that are not regulated by domestic state and local utility regulatory authorities.
Entergy Corporation's continued acquisition of and investments in certain foreign and domestic businesses is subject
to regulation (including the effect of exemptive provisions) under PUHCA. Rule 53 under PUHCA limits the
aggregate investment by a registered public utility holding company in EWGs and FUCOs without SEC approval to
50% of the holding company's consolidated retained earnings averaged over a running four quarter period. Enterg-y's
aggregate investment in EWGs and FUCOs is such that no further ENVG or FUCO investments can be made with
funds provided from securities issued by Entergy unless SEC approval is obtained or Entergy's consolidated retained
earnings increase.

International operations are subject to the risks inherent in conducting business abroad, including possible
nationalization or expropriation, price and currency exchange controls, limitations on foreign participation in local
energy-related enterprises, and other restrictions. Changes in the relative value of currencies occur from time to time,
and may favorably or unfavorably affect the results of operations and statements of cash flows of Entergy's non-U.S.
businesses. In addition, there are exchange control restrictions in certain countries relating to the repatriation of
earnings.

Selected Data

Selected customer and sales data for 1997 are summarized in the following tables:

Customers as of
December 31, 1997

Area Served Electric Gas
(In thousands)

Entergy Arkansas
Entergy Gulf States
Entergy Louisiana
Entergy Mississippi
Entergy New Orleans

Portions of Arkansas and Tennessee
Portions of Texas and Louisiana
Portions of Louisiana
Portions of Mississippi
Citv of New Orleans, except Algiers, which

is provided electric service by Entergy Louisiana

620
641
623
382

88

Total domestic customers .
CitiPower Melbourne, Australia and surrounding suburbs
London Electricitv Primarily the majority of metropolitan -.

London, England-: - .
Total customers

189 151
2,455 239

242 -

. .. . . . - -

4,692 239

-



1997 - Selected Electric Energy Sales Data

DOMESTIC
Electric Dcpartnment:
Salks to retail
customers
Sales for resale:

- Affiliatcs
- Others

Total
Steam Department:

- Sales to steam
products customer

TOTAL

Entery
rkuisas

17.319

9,557
6.828

33,704

Entergy
Gulf States

Entergy
Louisiana

. Entergvy
MKlississippi
(GNV11)

Entergy
New Orleans

system
Energy Total (a)

33.272 29.582 11.418 97.113

414

1.503
35.189

104
805

30.491

1,918
412

13.748

316
160

5.997

9,735

9,735
9.707

106,820

- 1.626 - - - - 1626
33.704 36.815 30,491 13.748 5,997 9,735 108,446

Average use per
residential customer
(KWH) 11.313 14,615 14.311 13.314 11.618 - 13,279

_ _s= =

(a) Includes the effect of intercompany elininations.

FOREIGN

In 1997, Entergy London had 19,546 GWH of sales to its distribution customers and 18,023 GWH of sales
to its supply customers.

1997 - Selected Natural Gas Sales Data

Entergy New Orleans and Entergy Gulf States sold 16,754,253 and 6,944,026 MCF, respectively, of natural
gas to retail customers in 1997. Revenues from natural gas operations for each of the three years in the period ended
December 31, 1997, were not material for Entergy Gulf States. See "INDUSTRY SEGMENTS" below for a
description of Entergy New Orleans' business segments.

See ENTERGY CORPORATION AND SUBSIDIARIES - SELECTED FINANCIAL DATA -
FIVE-YEAR COMPARISON," and "SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON OF
ENTERGY ARKANSAS, ENTERGY GULF STATES, ENTERGY LOUISIANA, ENTERGY
MISSISSIPPI, ENTERGY NEW ORLEANS, SYSTEM ENERGY, and ENTERGY LONDON" which follow
each company's financial statements in this report, for further information with respect to operating statistics.

- 4-



Employees

As of January 31, 1998, Entergy had 17.288 mployces as follo% s:

Full-time:
Entcrgy Corporation
Entergy Arkansas 1.416
Entcrgv Gulf States 1.456
Entergy Louisiana 721
Entergy Mississippi 700
Entergy New Orleans 301
System Energy
Entergy London 3,759
Entergy Operations 3,662
Entergv Services 3,131
Other subsidiaries 1,962

Total Full-time 17,108
Part-time 180

Total Entergy 17,288

Competition

Refer to Note 2 herein for a detailed
industry, including the filings of the domestic
authorities addressing transition to competition.

discussion of competitive challenges Entergy faces in the utility
utility companies Kith their respective state and local regulator,

CAPITAL REQUIREMENTS AND FUTURE FINANCING

Construction expenditures for the domestic utility companies, System Energy, and Entergy London.
including environmental expenditures (which are immaterial) and AFUDC, but excluding nuclear fuel, for the period
1998-2000 are estimated as follows:

1998 1999 2000 Total
(In Millions)

Entergy Arkansas
Entergy Gulf States
Entergy Louisiana
Entergy Mississippi
Entergy New Orleans
System Energy
Entergy London

$ S201
150
107
70
21
24

161

$156
145
90
48
16
26

163

$204
147

86
49
15
21

158

$561
442
283
167

52
71

482

With the exception of Entergy Arkansas, no significant construction costs are expected in connection with the
domestic utility companies' generating facilities. Projected construction expenditures for the replacement of ANO
2's steam generators are included in Entergy Arkansas' estimated figures above. See Note 9 for additional
information. Actual construction costs may vary from these estimates for a number of reasons, including changes in
load growth estimates, changes in environmental regulations, modifications to nuclear units to meet regulatory
requirements, increasing costs of labor, equipment and materials, and cost of capital. In addition to construction
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expenditure requirements. Entergy must meet scheduled long-term debt and preferred stock maturities and cash
sinking fund requirements. See Notes 4. 5. 6. and 7 for further capital requirements and inancing information.

London Electricity's capital expenditures are primarily rlated to its distribution business and include
expenditures for load-related. ncn-load-related and non-operational capital assets. Load-related capital expenditures
are largely required by new business growth. Customer contributions are normally received wshen capital
expenditures are made to extend or upgrade service to customers (except to the extent that such capital expenditures
are made to enhance London Electricitv's distribution network generally). Non-load-related capital expenditures
include asset replacement which is expected to continue until at least the next decade. Other non-load-relatcd
expenditures include system upgrade work that provides for load growth and has the additional benefit of improving
network sccurity and reliability. Non-operational capital expenditures are for assets such as fixtures and equipment.
London Electricity is required to file five-ycar projections with the Regulator for capital expenditures related to its
regulated distribution network and annual updates of such projections. The most recent projection was for the five-
year period ended March 31, 2000, and was filed in Julv 1997. This filing reflected London Electricity's current
projection of approximately S793 million (approximately BPS482 million) for the five-year period. and expenditures
have thus far been substantially in accordance with the projection.

London Electricity is a member of the City of Greenwich Lewisham Rail Link plc which vill require
expenditures of approximately S 1O million (approximately BPS6 million) in the next two years. London Electricity
maintains the distribution networks at Heathrow, Gatwick, and Stansted airports for the British Airport Authority
and expects to spend approximately $59 million (approximately BPS36 million) on these networks over the next six
years.

In December 1997, SCC, a wholly-ovwned subsidiary of EPDC, entered into a BPS646 million
(approximately S .07 billion) nonrecourse credit facility with an international bank group for the construction of a
1,200 IW gas-fired power plant in Hull, England. The power plant will sell power into the UK power pool at prices
established by the market. SCC entered into a lump-sum contract ith a major international contractor to build the
power plant. SCC has also entered into a series of contracts, including a long-term ground lease for the site; a long-
term gas supply agreement with take-or-pay obligations, and a long-term steam and power supply agreement with the
industrial host. The total cost of this project currently is estimated to be approximately $875 million and the project
is expected to be operational by January 2000.

In September 1997, EPDC acquired KPL for $67 million. KPL owns land in Southeast England and certain
rights to build a power station. The acquisition of KPL was financed by borrowings under a BPS50 million ($82
million) credit facility ith an international bank. In December 1997, EPDC amended this credit facility and
increased the amount of the revolver to BPS100 million (S165 million). In early October 1997, EPDC announced
construction of a 770 MW combined cycle gas turbine merchant power plant to be known as Damhead Creek on the
KPL site. Construction is scheduled to begin in late 1998, at an estimated cost of $625 million. The target date for
commercial operation is the second quarter of 2000. Financing and other project requirements are currently in the
final stages of development.

Entergy Corporation's primary capital requirements are to invest periodically in, or make loans to, its
subsidiaries and to invest in new enterprises. See "ANAGEMENT'S FINANCIAL DISCUSSION AND
ANALYSIS - LIQUIDITY ANI) CAPITAL RESOURCES," and "BUSINESS OF ENTERGY" for additional
discussion of Entergy Corporation's current and future planned investments in its subsidiaries and financial sources
for such investments. The principal sources of funds for Entergy Corporation are dividend distributions from its
subsidiaries, funds available under its bank credit facilities, and funds received from its dividend reinvestment and
stock purchase plan. Certain events, such as the River Bend issues discussed in Notes 2 and 9, could limit the
amount of these distributions. Substantial write-offs or charges resulting from adverse rulings in this matter could
adversely affect Entergy Gulf States' ability to pay dividends.
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Ccrtain Systent Financial and Suipport AI!reements

Unit Power Sales Agrcement Entcrgy Arkansas, Entergy Louisiana, Entergy lississippi, Entergy NeC%
Orleans, and System Energy)-'

The Unit Power Sales Agreement allocates capacity and energy from System Energy's 90% ownership and
leasehold interests in Grand Gulf I (and the related costs) to Entergy Arkansas (36%). Entergy Louisiana (14%).
Entergy Mississippi (33%). and Entcrgy New Orleans (17%). Entergy Arkansas. Entergy Louisiaa..Entergl
Mississippi. and Entergy New Orleans make payments to System Energy for their rcs'pctie 6ritl'mentso' ofcapa't%'
and energy on a full cost-of-service basis regardless of the quantity of energy delisercd. so long as Grand Gulf I
remains in commercial operation. Payments under the Unit Power Sales Agreement are System Energy's only source
of operating revenues. The financial condition of System Energy depends upon the continued commercial operation
of Grand Gulf I and the receipt of payments from Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and
Entergy New Orleans. Payments made by Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy
New Orleans under the Unit Power Sales Agreement are generally recovered through rates. In the case of Entergy
Arkansas and Entergy Louisiana, payments are also recovered through sales of electricity from their respective
retained shares of Grand Gulf I. See Note 2 for further information regarding retained shares.

Availability Agreement (Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans,
and System Energy)

The Availability Agreement among System Energy and Entergy Arkansas, Entergy Louisiana. Entergy
Mississippi, and Entergy New Orleans was entered into in 1974 in connection Kith the financing by System Energy
of Grand Gulf. The Availability Agreement provided that System Energy would join in the System Agreement on or
before the date on which Grand Gulf I was placed in commercial operation and would make available to Entergv
Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans all capacity and energy available from
System Energy's share of Grand Gulf.

Entergv Arkansas, Entergy Louisiana, Entergy Mississippi, and Enterg- New Orleans also agreed severally
to pay System Energy monthly for the right to receive capacity and energy available from Grand Gulf in amounts
that (vhen added to anv amounts received by System Energy under the Unit Power Sales Agreement, or otherwise)
would at least equal System Energy's total operating expenses for Grand Gulf (including depreciation at a specified
rate) and interest charges. Under the Availability Agreement, the sale of capacity and energy generated by Grand
Gulf is governed by the Unit Power Sales Agreement. The September 1989 write-off of System Energy's investment
in Grand Gulf 2, amounting to approximately $900 million, is being amortized for Availability Agreement purposes
over 27 years rather than in the month the write-off was recognized on System Energy's books. The allocation
percentages under the Availability Agreement are fixed as follows: Entergy Arkansas - 17.1%; Entergy Louisiana -
26.9%; Entergy Mississippi - 31.3%; and Entergy New Orleans - 24.7%.

The allocation percentages under the Availability Agreement remain in effect and would govern payments
made under such agreement in the event of a shortfall of funds available to System Energy from other sources,
including payments by Entergy Arkansas, Entergv Louisiana, Entergy Mississippi, and Entergy New Orleans to
System Energy under the Unit Power Sales Agreement.

System Energy has assigned its rights to payments and advances from Entergy Arkansas, Entergy Louisiana,
Entergy Mississippi, and Entergy New Orleans under the Availability Agreement as security for its first mortgage
bonds and reimbursement obligations to certain banks providing the letters of credit in connection xsith the equity
funding of the sale and leaseback transactions described in Note 10 under "Sale and Leaseback Transactions -
Grand Gulf 1 Lease Obligations." In these assignments, Entergy Arkansas, Entergy Louisiana, Entergy
Mississippi, and Entergy Nev Orleans further agreed that, in the event they were prohibited by governmental action
from making payments under the Availability Agreement (if, for example, FERC reduced or disallowed such
payments as constituting excessive rates), they-would then make subordinated advances to System Energy in the
same amounts and at the same times as the prohibited payments. Sstem Energy would not be allowed to repay these
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subordinated advances so long as it remained in delault under the related indebtedness or in other similar
circumstances.

Each of the assignment agreements relating to the Availability \grcement provides that Entcrgy Arkansas.
Entcrgy Louisiana. Entergy Mississippi. and Entcrgy New Orleans shall make payments directly to System Energy.
However, if there is an event of default. Entergy Arkansas. Entergy Louisiana. Entergy Mississipp. and Entergy
Ncw Orleans must make those payments directly to the holders of indebtedness that are the beneficiaries of such
assignment agreements. The payments must be made pro rata according to the amount of the respective obligations
secured.

The obligations of Enterey Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans to
make payments under the Availability Agreement are subject to the receipt and continued effectiveness of all
necessary regulatory approvals. Sales of capacity and energy under the Availability Agreement would require that
the Availability Agreement be submitted to FERC for approval with respect to the terms of such sale. No such filing
with FERC has been made because sales of capacity and energy from Grand Gulf are being made pursuant to the
Unit Power Sales Agreement. Other aspects of the Availability Agreement, including the obligations of Entergy
Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans to make subordinated advances, are
subject to the PUHCA jurisdiction of the SEC, whose approval has been obtained. If, for any reason, sales of
capacity and energy are made in the future pursuant to the Availability Agreement, the jurisdictional portions of the
Availability Agreement would be submitted to FERC for approval.

Since commercial operation of Grand Gulf I began, payments under the Unit Power Sales Agreement to
System Energy have exceeded the amounts payable under the Availability Agreement, and no payments under the
Availability Agreement have ever been required. In the event such payments were required, the ability of Entergy
Arkansas, Entergy Louisiana, Etergy Mississippi, and Entergy New Orleans to recover from their customers
amounts paid under the Availability Agreement, or under the assignments thereof, would depend upon the outcome of
rate proceedings before state and local regulatory authorities. In view of the controversies that arose over the
allocation of capacity and energy from Grand Gulf I pursuant to the Unit Power Sales Agreement, opposition to full
recovery would be likely and the outcome of such proceedings, should they occur, is not predictable.

The Availability Agreement may be terminated, amended, or modified by mutual agreement of the parties
thereto, upon obtaining the consent, if required, of those holders of System Energy's indebtedness then outstanding
who are-the beneficiaries of the assignments of the Availability Agreement.

Capital Funds Agreement (Entergy Corporation and System Energy)

System Energy and Entergy Corporation have entered into the Capital Funds Agreement whereby Entergy
Corporation has agreed to supply System Energy with sufficient capital to (i) maintain System Energy's equity
capital at an amount equal to a minimum of 35% of its total capitalization (excluding short-term debt) and (ii) permit
the continued commercial operation of Grand Gulf I and pay in full all indebtedness for borrowed money of System
Energy when due.

Entergy Corporation has entered into various supplements to the Capital Funds Agreement, and System
Energy has assigned its rights under such supplements as security for its first mortgage bonds and for reimbursement
obligations to certain banks providing letters of credit in connection with the equity funding of the sale and leaseback
transactions described in Note 10 under "Sale and Leaseback Transactions - Grand Gulf 1 Lease Obligations."
Each such supplement provides that permitted indebtedness for borrowed money incurred by System Energy in
connection with the financing of Grand Gulf may be secured by System Energy's rights under the Capital Funds
Agreement on a pro rata basis (except for the Specific Payments, as defined below). In addition, in the supplements
to the Capital Funds Agreement relating to the specific indebtedness being secured, Entergy Corporation has agreed
to-make cash capital contributions directly to System Energy. sufficient to enable Systern Energy to make payments,
when due on such indebtedness (Specific Payments). However, if there is an event of default, Entergy Corporation
must make those payments directly to the holders of indebtedness benefiting from the supplemental agreements. The
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payments (other than the Specific Payments) must be made pro rata according to the amount of the respective
obligations benefiting from the supplemental agreements.

The Capital Funds Agreement may be trrniinated. amended. or modified by mutual agreement of the parties
thereto, upon obtaining the consent, if required. of those holders 6f Sstem Energy's indebtedness then outstanding
who have received the assignnlents of the Capital Funds Agreement.

RATE MATTERS AND REGULATION

Rate Matters

The domestic utility companies' retail rates are regulated by state and/or local regulatory authorities, as
described below. FERC regulates their wholesale rates (including intrasystem sales pursuant to the System
Agreement) and interstate transmission of electricity, as well as rates for System Energy's sales of capacity and
energy from Grand Gulf I to Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans
pursuant to the Unit Power Sales Agreement.

Wholesale Rate Matters

System Energy

As described above under CAPITAL REQUIREMENTS AND FUTURE FINANCING - Certain
Svstem Financial and Suport Agreements," System Energy recovers costs related to its interest in Grand Gulf I
through rates charged to Entergy Arkansas, Entergy Louisiana. Entergy Mississippi, and Entergy New Orleans for
capacity and energy under the Unit Power Sales Agreement.

On December 12, 1995, System Energy implemented a $65.5 million rate increase, subject to refund. Refer
to Note 2 for a discussion of the rate increase request filed by System Energy with FERC.

System Agreement (Energy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy
Mississippi, Entergy New Orleans, and System Energy)

The domestic utility companies engage in the coordinated planning, construction, and operation of generation
and transmission facilities pursuant to the terms of the System Agreement as described under "PROPERTY -
Generating Stations," below.

In connection with the Merger, FERC approved certain rate schedule changes to integrate Entergy Gulf
States into the System Agreement. Certain commitments vere also adopted to assure that the ratepayers of Entergy
Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy Ne v Orleans will not be allocated higher costs.
Such commitments included: (i) a tracking mechanism to protect these companies from certain unexpected increases
in fuel costs; (ii) the exclusion of Entergy Gulf States from the distribution of profits from power sales contracts
entered into prior to the Merger; (iii) a methodology to estimate the cost of capital in future FERC proceedings; and
(iv) a stipulation that these companies be insulated from certain direct effects on capacity equalization payments if
Entergy Gulf States were to acquire Cajun's 30% share in River Bend, which it acquired on December 23, 1997.
See "Regulation - Other Regulation and Litigation" for information on appeals of FERC Merger orders and
related pending rate schedule changes and "Caiun-River Bend Litigation" in Note 9 herein for a discussion of the
transfer of Cajun's 30% share in River Bend to Entergy Gulf States.

In approving the Merger, FERC also initiated a new proceeding to consider w hether the System Agreement
permits certain ot-of-service generating units to be included in reserve equalization calculations under Service
Schedule MSS-I of that agreement. The LPSC-and the MPSC submitted testimony in this proceeding seeking
retroactive refunds for Entergy Louisiana and Entergv Mississippi (estimated at $22.6 million and S13.2 million,
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respectively). The FERC staff subsequently submitted testimony concluding that Entergy's treatment was
reasonable. Howcver, because it concluded that Entergy 's treatment violated the tariff, the FERC staff maintained
that refunds of approximately $7.2 million should be ordered. On March 3. 195. a FERC ALJ issued an opinion
holding that the practice of including the out-of-service units in the reserve equalization calculations during the period
1987 through 1993 was not pennitted by Service. Schedule MNSS-l and. therefore. constituted a violation of the
System Agrcemnt. lowcer. the .-\LJ found that the iolation was in good faith and had benefited the customers of
Entcergy as a %hole. Accordingly. the ALJ recommended that no. retroactive refunds should be ordered. The ALJ
also held that the System Agreement should be amended to allow out-of-service units to be included in reserve
equalization as proposed in an offer of settlement filed by Entergy on February 16. 1994. On August 5. 1997. the
FERC issued an Opinion and Order affirming the initial decision of the ALJ. On September 3, 1997. the LPSC and
the MPSC filed a request for rehearing of FERC's August 5. 1997 decision. On February 3, 1998, FERC denied the
request for rehearing.

On March 14, 1995, the LPSC filed a complaint with FERC alleging that the System Agreement results in
unjust and unreasonable rates and requested FERC to modify the System Agreement to exclude curtailable load from
the cost allocation determination and to permit Entergy's domestic utility companies that engage in real-time pricing
at the retail level to be assessed only the marginal cost for energy sold among the domestic utility companies. In May
1995, the LPSC amended its original complaint to request an additional System Agreement modification to allocate
costs on the basis of a four-month coincident peak methodology. On August 5, 1996, FERC dismissed the LPSC's
complaint and amended complaint, finding the LPSC's claim that the System Agreement is unjust and unreasonable
to be without merit. The FERC confirmed this finding in a September 12, 1997 order denying the LPSC's request
for rehearing. The LPSC has appealed FERC's dismissal of its complaint to the D. C. Circuit.

Open Access Transmission (Entergy Corporation. Entergy Arkansas, Entergy Gulf States, Entergy Louisiana,
Entergy Mississippi, and Entergy New Orleans)

On August 2, 1991, Entergy Services, as agent for Entergy Arkansas, Entergv Louisiana, Entergy
Mississippi, Entergy New Orleans, and Entergy Power, submitted to FERC (i) proposed tariffs that, subject to
certain conditions, would provide to electric utilities "open access" to Entergy's integrated transmission system, and
(ii) rate schedules providing for sales of *wholesale power at market-based rates. FERC approved the filing in August
1992, and various parties filed appeals with the D.C. Circuit. The case was remanded to FERC in July 1994 for
further proceedings. On October 31, 1994, Entergy Services, as agent for Entergy Arkansas, Entergy Gulf States,
Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans, filed revised transmission tariffs. On January 6,
1995, FERC made the transmission tariffs effective, subject to refund, and ordered an investigation of Entergy
Power's market pricing authority, thereby making Entergy Power's market price rate schedules subject to refund. An
order in the market price rate investigation is expected in 1998, but Entergy expects that no refunds will be required.

On March 29, 1995, FERC issued a supplemental notice of proposed rulemaking (ega-NOPR) which
would require public utilities to provide non-discriminatory open access transmission service to wholesale customers
and which would also provide guidance on the recovery of wholesale and retail stranded costs. Under the proposal,
public utilities would be required to file transmission tariffs for both point-to-point and network service. Model
transmission tariffs were included in the proposal. In September 1995 and January 1996, Entergy Services filed
offers of partial settlement accepting certain provisions of the transmission tariffs contained in the Mega-NOPR and
resolving certain rate issues. Hearings relating to Entergy Services' open access tariffs concluded on February 22,
1996, and an initial decision was issued by the ALJ on May 21, 1996. The initial decision and offers of partial
settlement are now pending before FERC awaiting a final decision.

In August 1995, EPMC filed an application for permission to make market-based sales. On December 13,
1995, Entergy Services filed revised transmission tariffs in a separate proceeding proposing terms and conditions for
open access transmission service that are substantially identical to the terms and conditions containedin-the:Alega-
NOPR transmission tariffs with rates to be the same-as-those determined in the pending proceeding. On February 14,
1996, FERC accepted for filing the revised transmission tariffs subject to the outcome of the pending proceeding and
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conditionally accepted ElC's application for markct-bdsed sales. Subsequently, FERC accepted EMC's
application without condition.

In April 1996 FERC issbud its final rule (Order No. 888) 6n open access, nondiscriminatory transmission,
and stranded costs. and a companion final rule (Order No. 889) relatingto codes of conduct and the mechanism by
which the open access transactions were to be made. In July 1996. in response to this FERC order, Entergy Services
filed. on behalf of the domestic utility companies, its open access pro forma tariff. This tariff, which supersedes the
tariffs previously filed. is currently pending beforc FERC with respect to the-rates for transmission service. The
rates set forth in the July 1996 tariff are subject to the outcome of FERC action on ithe May 21, 1996 initial decision
and the offers of partial settlement. On January 29. 1997; FERC accepted th enoi-eatc terms and conditions of the
July 1996 tariff, subject to limited modifications.

In a March 1997 order (Order No. 888-A), FERC directed public utilities to file revised tariffs to reflect
changes resulting from rehearing of Order No. 888. On July 14, 1997, Entergy Services filed with the FERC its
wholesale transmission access compliance tariff incorporating the requirements of FERC Order No. 888-A. The
filing supersedes the July 1996 tariff and the rates remain subject to the outcome of FERC action on the May 21,
1996 initial decision and the offers of partial settlement.

Retail Rate Matters

General (Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans)

Certain costs related to Grand Gulf 1, Waterford 3, and River Bend were phased into retail rates over a
period of years in order to avoid the "rate shock" associated with increasing rates to reflect all such costs at once.
The deferral period in which costs are incurred but not currently recovered has expired for all of these programs, and
Entergy Arkansas, Entergy Gulf States, Entergy Mississippi, and Entergy New Orleans are now recovering those
costs that were previously deferred. Entergy Louisiana has fully recovered the deferred Waterford 3 costs. Entergy
Gulf States has pending several rate proceedings and some rate relief has been received. Rate proceedings and
appeals relating to these issues are discussed in "Enter v Gulf States" below.

The retail regulatory philosophy is shifting in some jurisdictions from traditional cost-of-service regulation to
incentive-rate regulation. Management believes incentive and performance-based rate plans encourage efficiencies
and productivity while permitting utilities and .their customers to share in the resulting benefits. As a means of
minimizing the need for retail rate increases, Entergy is committed to containing costs to the greatest degree
practicable. Entergy Mississippi and Entergy Louisiana have implemented incentive rate plans. Recognizing that
many industrial customers have energy alternatives, Entergy continues to work with these customers to address their
needs. In certain cases, competitive prices are negotiated using variable-rate designs.

The domestic utility companies have initiated proceedings with state and local regulators regarding an
orderly transition to a more competitive market for electricity. See "MANAGEMENT'S FINANCIAL
DISCUSSION AND ANALYSIS - SIGNIFICANT FACTORS AND KNOWN TRENDS,".for a discussion of
the transition to competition filings made by Entergy Mississippi, Entergy Gulf States, Entergy Louisiana, Entergy
New Orleans and Entergy Arkansas with their state and local regulators.

Entergv Arkansas

Rate Freeze

In connection with the settlement of various issues related to the Merger, Entergy Arkansas agreed that it
would not, except in response to certain circumstances that are largely out of its control, request any general retail
rate increase to take effect before November 3, 1998. See Note 2 for a discussion of the rate freeze as well as other
aspects of the settlement agreement between Entergy Arkansas -and the -APSC.-- -
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Recovetrv of Grand Gulf I Costs

Under the settlement aereement entered into sidIt the APISC in 1985 and amended in 1988. Entergy Arkansas
agreed to forego recovery of a portion of its Grand Gulf I-related costs. recover a portion of such costs currently. and
defer a portion of such costs for future recovery. In the future. Entergy Arkansas will rcover 7% of its allocated
share of Grand Gulf I costs, but will not recover the remaining 22%e. Deferrals ceased in 1990, and Entergy
Arkansas is recovering a portion of the previously deferred costs each year through 1998. As of December 31. 1997.
the balance of deferred costs was 75 million. Entergy Arkansas is permitted to recover on a current basis the
incremental costs of financing the unrecovered deferrals.

Entergy Arkansas has the right to sell capacity and energy from its retained share of Grand Gulf I to third
parties and to sell such energy to its retail customers at a price equal to Entergy Arkansas' avoided energy cost.
Proceeds of sales to third parties of Entergy Arkansas' retained share of Grand Gulf I capacity and energy accrue to
the benefit of Entergy Corporation, as Entergy Arkansas' sole stockholder.

Fuel Adjustment Clause

In its October 1996 rate filing, Entergy Arkansas proposed an alternative fuel adjustment clause, the Energy
Cost Recovery Rider Energy Cost Rate (ECR Rider ). which wvas approved by the APSC. Entergy Arkansas' ECR
Rider utilizes projected energy costs (i.e., fuel and purchased power costs) for the coming calendar year to develop an
Energy Cost Rate. The Energy Cost Rate is revised annually and includes a true-up adjustment reflecting the over-
recovery or under-recovery of the energy cost for the prior year. Under the ECR Rider, the nuclear refueling reserve
fund provision, which was no longer necessary due to the annual revision, was eliminated. In addition, the nuclear
incentive provision associated with ANO was eliminated.

Entergv Gulf States

Rate Cap and Other Merger-Related Rate Agreements

In 1993, the LPSC .nd the PUCT approved separate regulatory proposals, which included the
implementation of a five-year Rate Cap on Entergy Gulf States' retail electric base rates in the respective states, and
provisions for fuel and nonfuel savings created by the Merger to accrue to the benefit of ratepayers. See Note 2 for a
discussion of the Rate Cap as well as other aspects of the settlement agreement between Entergy Gulf States and the
LPSC and the PUCT.

Recovery of River Bend Costs

Entergy Gulf States deferred approximately S369 million of River Bend operating and purchased power
costs, depreciation, and accrued carrying charges, pursuant to a 1986 PUCT accounting order. Approximately S182
million of these costs are being amortized over a 20-year period, and the remaining $187 million was written off in
the first quarter of 1996 in accordance with SFAS 121. Also, in accordance with a phase-in plan approved by the
LPSC, Entergy Gulf States deferred S294 million of its River Bend costs related to the period February 1988 through
February 1991. See "River Bend Cost Deferrals" in Note 2 herein for a discussion of the unamortized balances of
these deferrals as of December 3 1, 1997.

Texas Jurisdiction - River Bend

In 1988 the PUCT granted Entergy Gulf'States a permanent increase in annual revenues of $59.9 million
resulting from the inclusion in rate base of approximately S 1.6 billion of company-wide River Bend plant investment
and approximately $182 million of related Texas retail jurisdiction deferred River Bend costs (Allowed Deferrals).
At the same time, the PUCT disallowed as imprudent $635. million, of compant-wideRiver: Bend plant costs- and--
placed in abeyance, with no finding as to prudence, approximately S.4 billion of company-wide River Bend plant
investment and approximately $157 million of Texas retail jurisdiction deferred River Bend operating and carr ing
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costs (Abeyed Defcrrals). As a result of the application of the company's long-lived asset impairment poltc%.
Entcergy Gulf States wrote off Abeyed Deferrals of$ 169 million, net of tax. effectivc Januarv I. 1996.

The PUCT's order has been the subject of several appellate proceedings. culminating in an appeal to the
Texas Supreme Court (Suprem& Court). On January 31. 1997. th'e Sureme Court issued an opinion reversing the
PUCT's order and remanding the case to the PUCT for further proceedings

On January 14, 1998, the commissioners of the PUCT voted by a 2 to I majority to disallow recovery of
$ 1.4 billion of company-wide abeved plant costs. The Texas share of these costs, which is not currentlv in-rates. is
approximately $624 million. based on 1988 costs and the jurisdictional allocation included in current rates. The
PUCT is expected to enter an order pursuant to its vote, but has not et done so. As of December 31. 1997. the'
River Bend plant costs disallowed for retail ratemaking purposes in Texas and the River Bend plant costs held in
abeyance totaled (net of taxes and depreciation) approximately $12 million and S252 million. respectively. See Note
2 for information related to additional rulings by the PUCT and other retail rate proceedings as Xwell as the proposed
agreement in principle between the parties to the Entergy Gulf States rate proceedings in Texas.

NISCO Unrecovered Costs

In 1986, the PUCT ordered that the purchased pover costs from NISCO in excess of Entergy Gulf States'
avoided costs be disallowed. The PUCT disallowance resulted in approximately 12 million to S5 million of
unrecovered purchased power costs on an annual basis, which Entergy Gulf States continued to expense as the costs
were incurred. In April 1991, the Texas Supreme Court. on the appeal of such order, ordered the PUCT to allow
Entergy Gulf States to recover purchased power payments in excess of its avoided cost in future proceedings if
Entergy Gulf States established to the PUCT's satisfaction that the payments were reasonable and necessary
expenses.

In January 1992, Entergy Gulf States applied to the PUCT for a nev fixed fuel factor and requested a final
reconciliation of fuel and purchased power costs incurred between December 1, 1986 and September 30, 1991.
Entergy Gulf States proposed to recover net under-recoveries and interest (including under-recoveries related to
NISCO) over a twelve-month period. In June' 1993, the PUCT concluded that the purchased power payments made
to NISCO in excess of Entergy Gulf States' avoided cost were not reasonably incurred. In October 1993, Entergy
Gulf States appealed the PUCT's order to the Travis County District Court where the matter is still pending. As of
December 31, 1997, Entergy Gulf States had expensed $182 million of unrecovered purchased power costs and
deferred revenue pending the appeal to the District Court. No assurance can be given as to the timing or outcome of
the appeal.

Retail Rate Proceedings

In addition to the January 14, 1998 ruling discussed above in "Texas Jurisdiction - River Bend," the PUCT
upheld an ALJ's ruling disallowing recovery of approximately $40 million of Entergy Services' affiliate costs
allocated to Entergy Gulf States in Texas. Entergy Services is responsible for managing Entergy Gulf States' fossil
generating plants and transmission and distribution systems, as well as providing human resources, accounting, and
other necessary services to Entergy 'Gulf States and Entergy Corporation's other electric utility subsidiaries. In
another matter, the PUCT also issued an order establishing service quality standards and rate of return adjustments
for Entergy Gulf States and its Texas retail service teitory. A portion of the adjustments will be retroactive and a
portion will be prospective. The'PUCT wvill evaluate Entergy Gulf States' future performance based on several
criteria including feeder reliability, billing error rates, customer call center performance, service installation
performance, line extension performance and street light replacements.

In March 1998, the parties to the Entergy Gulf States rate proceedings in Texas reached an agreement in
principle, subject to approval by the PUCT and certain cities served by Entergy Gulf States, which would resolve all
of the pending rate issues. The proposed agreement in principle would include a base rate reduction of $40 million
on an annual basis, with a refund retroactive to June 1, 1996; additionally it would provide for a recovery of $25
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million of deferred fuel costs, the base rates would remain at the same level for the next four wiars afler the
rcducnion: a total service quality credit of S9 million retroactive to June 1996: and the recovery of a portion of the
abeecd portion of Rivcr Bend such that at the end of the four year rate freeze there will remain S 2 25 million of net
plant rlated to that abeyed portion. Entergy Gulf States has established rscrves for the probable effects of this
agreement in principle based on management's estimates of the terms thereof. nese reserves of approximately $3X I
million or S227 million net of taxes) were recorded in the fourth quarter of 1997. The results of operations of
Entergy Gulf States for the year ended December 3 1. 1997. reflect corresponding charges to operating revenues and
other income (deductions) of S70 million and 311 million. respectively. The parties are working to finalize a
definitive agreement. Entergy Gulf States has agreed to implement the refunds and rate reductions, subject to final
approval of the agreement in principle. Final approval of the agreement in principle would resolve all pending
regulatorv issues. Refer to Note 2 for a discussion of other Entergy Gulf States retail rate proceedings that were
resolved during the past year and/or are currently pending.

Fuel Recovery

Entergy Gulf States' Texas rate schedules include a fixed fuel factor to recover fuel and purchased power
costs not recovered in base rates. The fixed factor mav be revised every six months in accordance with a schedule set
bv the PUCT. To the extent actual costs vary from the fixed factor, refunds or surcharges are required or permitted.
Fuel costs are also subject to reconciliation proceedings every three years. Entergy Gulf States' Louisiana electric
rate schedules include a fuel adjustment clause designed to recover the cost of fuel and purchased power costs,
adjusted by a surcharge (or credit) for deferred fuel expense arising from the monthly reconciliation of actual fuel
cost incurred with fuel revenues billed to customers. See Note 2 for a discussion of the LPSC fuel cost reviews.

Entergy Gulf States' Louisiana gas rates include a purchased gas adjustment to recover the cost of purchased
gas.

Steam Customer Contract

In August 1996, Entergy Gulf States entered into agreements with its only steam customer whereby a
generating facility was leased to such customer beginning in August 1997, the expiration date of the previous
contract. As a result of these arrangements, Entergy Gulf States' annual revenues are expected to decrease by
approximately S33 million, and its net income is expected to be reduced by approximately Si million annually. See
"NIANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS - SIGNIFICANT FACTORS AND
KNOWN TRENDS," for a further discussion.

EnterM Louisiana

Recovery of Grand Gulf I Costs

In a series of LPSC orders, court decisions, and agreements from late 1985 to mid-1988, Entergy Louisiana
was granted rate relief with respect to costs associated with Waterford 3 and Entergy Louisiana's share of capacity
and energy from Grand Gulf , subject to certain terms and conditions. With respect to Waterford 3, Entergy
Louisiana was granted an increase aggregating $170.9 million over the period 1985-1988, and Entergy Louisiana
agreed to permanently absorb, and not recover from retail ratepayers, $284 million of its investment in the unit and to
defer S266 million of its costs related to the years 1985-1988 to be recovered from April 1988 through June 1997.

With respect to Grand Gulf 1, Entergy Louisiana agreed to retain, and not recover from retail ratepayers,
approximately 2.52% of the costs of Grand Gulf I's capacity and energy. Non-fuel operation and maintenance costs
for Grand Gulf I are recovered through Entergy Louisiana's base rates. Additionally, Entergy Louisiana is allowed
to recover, through the fuel adjustment clause,4.6 cents.per.KWH-for-the energy. related.to its, retained. portion of
these costs. Alternatively, Entergy Louisiana: may-sell such'energy to-nonaffiliated parties-at.prices. above the fuel
adjustment clause recovery amount, subject to the LPSC's approval.
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Performance-Based Formula Rate Plan

In Junc 1995, in conjunction with the LPSC'srateieview. a performance-based formula rate plan prcviouslv
proposed by Entcrgy Louisiana was approved with certain riodifications. See Note 2 for a discussion of Entergs
Louisiana's pcrformance-based formula rate plan.

Fuel Adjustment Clause

Entcrgv Louisiana's ratic.schedules include a' fuel idjusfrint d ki'us to recover the cost of fuel and purchased
power. The fuel adjustment also includes a surcharge (or credit) for deferred fuel expense arising from the monthly
reconciliation of actual fuel cost incurred Kith fuel revern'ues' billed to customers.

Enterzv Mississippi

Retail Rate Proceedings

Refer to Note 2 for a discussion of Entergy Mississippi's retail rate proceedings that were resolved during
the past year and/or are currently pending.

Rate Freeze

In connection with the settlement of various' issues related to the Merger, Entergy Mississippi agreed that it
will not, except in response to certain circumstances that are largely beyond its control, request any general retail rate
increase to take effect before November 3, 1998. See Note 2 for a discussion of the rate freeze and other aspects of
the settlement agreement between Entergy Mississippi and the MPSC.

Recoverv of Grand Gulf I Costs

In September 1985, the MPSC granted Entergy Mississippi an annual base rate increase of approximately
$326.5 million in connection with its allocated share of Grand Gulf 1 costs. The MPSC also provided for the
deferral of a portion of such costs that were incurred each year through 1992, and recovery of these deferrals over a
period of six years ending in 1998. As of December 31, 1997, the uncollected balance of Entergy Mississippi's
deferred costs was approximately S127 million. Entergy Mississippi is permitted to recover the carrying charges on
all deferred amounts on a current basis.

Formula Rate Plan

Under a formulary incentive-rate plan (Formula Rate Plan) effective March 25, 1994, Entergy Mississippi's
earned rate of return is calculated automatically every 12 months and compared to and adjusted against a benchmark
rate of return (calculated under a separate formula within the Formula Rate Plan). The Formula Rate Plan allows for
periodic small adjustments in rates based on a comparison of actual earned returns to benchmark returns and upon
certain performance factors. Refer'to Note 2 for a discussion of the formula rate plan filing for the 1996 test year.
The formula rate plan filing for the 1997 test year will be filed in March 1998.

Fuel Adjustment Clause

In March 1997, Entergy Mississippi proposed an alternative fuel cost recovery mechanism, the ECR Rider.
which became effective May 1997. Entergy Mississippi's ECR Rider utilizes projected energy costs (i.e., fuel and
purchased energy costs) for the coming calendar year to develop an Energy Cost Rate. The Energy Cost Rate is
revised annually and includes a true;up adjustment reflecting the over-recovery or under-recovery of the energy cost
for the prior year; ' : ' -
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Earnings Analysis Filings

Refer to Note 2 for a discussion of the Entergy New Orleans earnings analysis filings that have been resolved
during the past year and/or are currently outstanding.

Recovery of Grand Gulf I Costs

Under Entergy New Orleans' various rate settlements with the Council in 1986, 1988, and 1991, Entergy
New Orleans agreed to absorb and not recover from ratepayers a total of S96.2 million of its Grand Gulf I costs.
Entergy New Orleans was permitted to implement annual rate increases in decreasing amounts each year through
1995, and to defer certain costs and related carrying charges for recovery on a schedule extending from 1991 through
2001. As of December 31, 1997, the uncollected balance of Entergy New Orleans' deferred costs was $99 million.

Fuel Adjustment Clause

Entergy New Orleans' electric rate schedules include a fuel adjustment clause designed to recover the cost of
fuel in the second prior month, adjusted by a surcharge (or credit) for deferred fuel expense arising from the monthly
reconciliation of actual fuel incurred with fuel cost revenues billed to customers. The adjustment also includes the
difference between nonfuel Grand Gulf I costs paid by Entergy New Orleans and the estimate of such costs provided
in Entergy New Orleans' Grand Gulf I rate settlements. Entergy New Orleans' gas rate schedules include an
adjustment to reflect gas costs in excess of those collected in base rates, adjusted by a surcharge (or credit) similar to
that included in the electric fuel adjustment clause.

Reoulation

Federal Regulation (Entergy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana,
Entergy Mississippi, Entergy New Orleans, and System Energy)

PUHCA

Entergy Corporation and its various direct and indirect subsidiaries (with the exception of its EWG, FUCO,
and ETHC subsidiaries) are subject to the broad regulatory provisions of PUHCA. Except with respect to
investments in certain domestic power projects, foreign utility company projects, and telecommunication projects,
PUHCA limits the operations of a registered holding company system to a single, integrated public utility system,
plus certain additional systems and businesses, regulates certain transactions among affiliates within a holding
company system, and regulates the acquisition and sale of securities and assets by registered holding companies and
their subsidiaries.

Entergy Corporation and other electric utility holding companies have supported legislation in the United
States Congress to repeal PUHCA and transfer certain aspects of the oversight of public utility holding companies
from the SEC to FERC. Entergy believes that PUHCA inhibits its ability to compete in the evolving electric energy
marketplace and largely duplicates the oversight activities already performed by FERC and state and local regulators.
In June 1995, the SEC adopted a report proposing options for the repeal or significant modification of PUHCA In
1997, the SEC issued Rule 58 under PUHCA, which allows registered public utility holding companies to enter a
range of energy related businesses.

Federal Power Act

The domestic utility companies, System Energy, Entergy Power, and EPMC are subject to the Federal Power
Act as administered by FERC and the DOE. The Federal Power Act provides for regulatory-jurisdiction over the
licensing of certain hydroelectric projects, the transmission and wholesale sale of electric energy in interstate
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commerce, and certain other activities. including accounting polices and practices. Such regulation includes
jurisdiction over the rates charged by System Energy for capacity and energy provided to Entcrgv Arkansas, Entergy
Louisiana. Entcrgy Mississippi. and Entergy New Orleans from Grand Gulf .

Entergy Arkansas hoid ,a FERC liccns& for two hvdroclicric'projccts (70 MW). hich was rcneced on
July 2, 1980 and expires in Fcbrtiary 2003.

Regulation of the Nuclear Power Industry (Entergy Corporation, Entergy Arkansas, Entergy Gulf States,.
Entergy Louisiana, and System Energy ) .....

Regulation of Nuclear Power

Under the Atomic Energy Act of 1954 and the Energy Reorganization Act of 1974, the operation of nuclear
plants is heavily regulated by the NRC, which has broad power to impose licensing and safety-related requirements.
In the event of non-compliance, the NRC has the authority to impose fines or shut down a unit, or both, depending
upon its assessmentiof the severityv of the situation, until compliance is achieved. Entergy Arkansas, Entergy Gulf
States, Entergy Louisiana, and System Energy, as owners of all or portions of ANO, River Bend, Waterford 3, and
Grand Gulf 1, respectively, and Entergy Operations, as the licensee and operator of these units, are subject to the
jurisdiction of the NRC. Revised safety requirements promulgated by the NRC have, in the past, necessitated
substantial capital expenditures at these nuclear plants, and additional such expenditures could be required in the
future. See "NIANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS - SIGNIFICANT FACTORS
AND KNOWN TRENDS," for a discussion of Waterford 3's Systematic Assessment'of License Performance
(SALP) report issued by the NRC on January 6,1997.

The nuclear power industry faces uncertainties with respect to the cost and long-term availability of sites for
disposal of spent nuclear fuel and other radioactive waste, nuclear plant operations, the technological and financial
aspects of decommissioning plants at the end of their licensed lives, and requirements relating to nuclear insurance.
These matters are brieflv discussed below.

Regulation of Spent Fuel and Other High-Level Radioactive Waste

Under the Nuclear Waste Policy Act of 1982, the DOE is required, for a specified fee, to construct storage
facilities for, and to dispose of, all spent nuclear fuel and other high-level radioactive waste generated by domestic
nuclear power reactors. However, the DOE has not yet identified a permanent storage repository and, as a result,
future expenditures may be required to increase spent fuel storage capacity at nuclear plant sites. For further
information concerning spent fuel disposal contracts Aith the DOE, schedules for initial shipments of spent nuclear
fuel, current on-site storage capacity, and costs of providing additional on-site storage, see Note 9.

Renulation of Low-Level Radioactive Waste

The availability and cost of disposal facilities for low-level radioactive waste resulting from normal nuclear
plant operations are subject to a number of. uncertainties. Under the Low-Level Radioactive Waste Policv Act of
1980, as amended, each state is responsible for disposal of waste originating in that state, and states may participate
in regional compacts to'fulfill their responsibilities jointly. The States of Arkansas and Louisiana participate in the
Central Interstate'Low Level Radioactive Waste Compact (Central States Compact), and the State of Mississippi
participates in the Southeast Low Level Radioactive Waste Compact (Southeast Compact). To disposal sites are
currently operating in the United States, but only one site, the Barnwell Disposal Facility (Baruwell) located in South
Carolina and operated by the Southeast Compact, is open to out-of-region generators. The availability of Barnwell
provides only temporary relief for low-level radioactive waste storage and does not alleviate the need to develop new
disposal capacity.

Both the Central States Compact and the Southeast Compact are working to establish additional disposal
sites. Entergy, along with other waste generators, Ttinds-the development costs for new disposal facilities. To date-
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Entergy's xpenditures for the development of new disposal facilities total approximately $50 million. During tle
fourth quarter of 1997. Entergy Arkansas. Entergy Louisiana. and Entergy Gulf States expensed S17.4 million. S 12.3 
million. and 13.8 million. respectively, related to previously deferred radioactive waste facility costs incurred in
connection with the Central States Compact. Future levels of expenditures are difficult to predict. The current
schedule for the site development in both the Central States Compact and the. Southeast Compact projects that the
new facilities will not be operational before 200 . Due to the political nature of siting low-level radioactive waste
disposal facilities, future delays can be anticipated. Until long-tenr disposal facilities are established. Entergy will
seek continued access to existing facilities. If such access is unavailable. Entergy will store low-level waste at its
nuclear plant sites.

Regulation of Nuclear Plant Decormmissionina

Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and System Energy are recovering from
ratepayers portions of the estimated decommissioning costs for ANO, River Bend, Waterford 3, and Grand Gulf 1,
respectively. These amounts are deposited in trust funds that, together with the related earnings, can only be used for
future decommissioning costs. Estimated decommissioning costs are periodically reviewed and updated to reflect
inflation and changes in regulatory requirements and technology, and applications are periodically made to
appropriate regulatory authorities to reflect in rates any future changes in projected decommissioning costs. For
additional information with respect to decommissioning costs for ANO, River Bend, Waterford 3, and Grand Gulf 1,
see Note 9.

The EPAct requires all electric utilities (including Entergy Arkansas, Entergy Gulf States, Entergy
Louisiana, and System Energy) that purchased uranium enrichment services from the DOE to contribute up to a total
of 5SO million annually over approximately 15 years (adjusted for inflation, up to a total of $2.25 billion) for
decontamination and decommissicning of enrichment facilities. In accordance with the EPAct, contributions to
decontamination and decommissioning funds are recovered through rates in the same manner as other fuel costs. See
Note 9 for the estimated annual contributions by Entergy for decontamination and decommissioning fees.

Nuclear Insurance

The Price-Anderson Act limits public liability for a single nuclear incident to approximately $8.92 billion.
Entergy Arkansas, Entergy Gulf Slates, Entergy Louisiana, and System Energy have protection with respect to this
liability through a combination of private insurance and an industry assessment program, as well as insurance for
property damage, costs of replacement power, and other risks relating to nuclear generating units. For a discussion
of insurance applicable to the nuclear programs of Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and
System Energy, see Note 9.

Nuclear Operations

General (Entergy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and System Energy)

Entergy Operations operates ANO, River Bend, Waterford 3, and Grand Gulf 1, subject to the owner
oversight of Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and System Energy, respectively. Entergy
Arkansas, Entergy Gulf States, Entargy Louisiana, System Energy, and the Grand Gulf 1 co-owner, have retained
their ownership interests in their respective nuclear generating units. Entergy Arkansas, Entergy Gulf States, Entergy
Louisiana, and System Energy have also retained their associated capacity and energy entitlements, and pay directly
or reimburse Entergy Operations at cost for its operation of the units.

ANO Matters (Entergy Corporation and Entergy Arkansas)

See "ANO Matters" in Note 9 herein for a discussion of the replacement.of steam generators at ANO 2.
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River Bend (Entergy Corporation and Entergy Gulf States)

In connection with the Merger, Entergy Gulf States filed tvoapplications with the NRC in January 1993 to
amend the River Bend operatin'glicense. T.a'pplications sought te'NRC's consent to the Mcrger and to a change
in the licensed operator of the facility froni Entcry Gulf States to Entergy Operations. The NRC Staff issued the
two license amendments for River Bend. which were effective immediately upon consummation of the Verger. On
February 14, 1994, Cajun filed with the D.C. Circuit petitions for rcvicw of the two license amendments for River
Bend. In March 1995. the D.C. Circuit ordered that the NRC order and license amendments be set aside. and
remanded the case to the NRC for further consideration. Subsequently. the NRC affirmed its original findings and
reissued the two license amendments. Cajun and the Arkansas Cities and Cooperatives filed petitions for review% of
those NRC orders with the D. C. Circuit. On May 8, 1997, the D.C. Circuit granted Cajun's motion to dismiss its
appeal. Arkansas Cities and Cooperatives' appeal has been briefed and remains pending. The two license
amendments are currently in full force and effect.

State Regulation (Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, and
Entergy New Orleans)

General

Entergy Arkansas is subject to regulation by the APSC. w hich includes the authority to set rates. determine
reasonable and adequate service, require proper accounting, control leasing. control the acquisition or sale of any
public utility plant or property constituting an operating unit or system, set rates of depreciation, issue certificates of
convenience and necessity and certificates of environmental compatibility and public need, and regulate the issuance
and sale of certain securities.

Entergy Gulf States is subject to the jurisdiction of the municipal authorities of incorporated cities in Texas
as to retail rates and service within their boundaries, with appellate jurisdiction over such matters residing in the
PUCT. Entergy Gulf States is also subject to regulation by the PUCT as to retail rates and service in rural areas,
certification of new generating plants, and extensions of service into new areas. Entergy Gulf States is subject to
regulation by the LPSC as to electric and gas service, rates and charges, certification of generating facilities and
power or capacity purchase contracts, depreciation, accounting, and other matters.

Entergy Louisiana is subject to regulation by the LPSC as to electric service, rates and charges, certification
of generating facilities and power or capacity. purchase contracts, depreciation, accounting, and other matters.
Entergy Louisiana is also subject to the jurisdiction of the Council with respect to such matters within Algiers.

Entergy'Mississippi is subject to regulation as to service, service areas, facilities, and retail rates by the
MPSC. Entergy Mississippi is also subject to regulation by the APSC as to the certificate of environmental
compatibility and public need for the Independence Station.

Entergy New Orleans is subject to regulation by the Council as to electric and gas service, rates and charges,
standards of service, depreciation, accounting, issuance of certain securities, and other matters.

Franchises

Entergy Arkansas holds exclusive franchises to provide electric service in approximately 300 incorporated
cities and towns in Arkansas. These franchises are unlimited in duration and continue until such a time when the
municipalities purchase the utility property. In Arkansas, franchises are considered to be contracts and, therefore,
are terminable upon breach of the contract.

Entergy Gulf States holds non-exclusive fiffchiliE, permits,' or certificates of convenience and necessity to
provide electric and gas service in approximately 55 incorporated municipalities in Louisiana and approximately 63
incorporated municipalities in Texas. Entergy Gulf States typically is granted 50-year franchises in Texas and 60-
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year franchises in Louisiana. Entergy Gulf States' current electric franchises will expire during 2007 - 2036 in
Texas and during 2015 - 2046 in Louisiana. The natural gas franchise in the City of Baton Rouge will expire in
2015. In addition. Entergv Gulf States has received from-the PUCT a certificate of convenience and necessit to
provide electric service to areas within 21 counties in eastern Tcxas.

Entergy Louisiana holds non-exclusive franchises to provide electric service in approximately 116
incorporated municipalities. Most of these franchises have 25-year terms, although six municipalities have granted
Entergy Louisiana 60-year franchises. Entergy Louisiana also supplies electric service in approximately 353
unincorporated communities, all of which are located in parishes in which Entergy Louisiana holds non-exclusive
franchises.

Entergy Mississippi has received from the MNIPSC certificates of public convenience and necessity to provide
electric service to areas within 45 counties, including a number of municipalities, in western Mississippi. Under
Mississippi statutory law, such certificates are exclusive. Entergy Mississippi may continue to serve in such
municipalities upon payment of a statutory franchise fee, regardless of whether an original municipal franchise is still
in existence.

Entergy New Orleans provides electric and gas service in the City of New Orleans pursuant to city
ordinances, which state, among other things, that the City has a continuing option to purchase Entergy New Orleans'
electric and gas utility properties.

The business of System Energy is limited to wholesale power sales and has no distribution franchises.

Regulation under the Electricity Act (Entergy London)

The Regulator

The principal legislation governing the structure and regulation of the electricity industry in Great Britain is
the Electricity Act. The Electricity Act established the industry structure to enable privatization of the UK electric
system. The Electricity Act also created the office of the Regulator, who is appointed by the Secretary of State for
Trade and Industry. The present Regulator, Professor Stephen Littlechild, was appointed for a five year term ending
on August 31, 1999.

The Regulator's functions include, among other things, granting licenses to generate, transmit, distribute or
supply electricity; proposing rodifications to licenses and making license modification references to the MIC;
enforcing compliance with license conditions; advising the Secreiary of State for Trade and Industry relating to the
approval of each non-fossil fuel source; calculating the Fossil Fuel Levy rate and collecting the levy; resolving certain
disputes between electricity licensees and customers; and setting standards of performance for electricity licensees.

The Regulator exercises concurrently with the Director General of Fair Trading certain functions relating to
monopoly situations under the Fair Trading Act 1973 and certain functions relating to activities that have, or are
intended or likely to have, the effect of restricting, distorting or preventing competition in the generation, transmission
or supply of electricity under the Competition Act 1980.

The Electricity Act requires the Regulator and the Secretary of State to exercise their functions to ensure that
all reasonable demands for electricity are satisfied; to assure that license holders are able to finance their licensed
activities; and to promote competition in the generation and supply of electricity. Subject to these duties, the
Secretary of State and the Regulator are required to exercise their functions in a manner calculated to protect the
interests of consumers of electricity in respect of price, continuity of supply, and the quality of electricity supply
services. to promote efficiency and economy-on- the part- of-licensed--electricity-suppliers-%and the efficient-use of
electricity supplied to consumers; to promote research and development by persons authorized to generate, transmit-.
or supply electricity; to protect the public from the dangers arising from the generation, transmission or supply of
electricity, and to act for the protection of the health and safety of workers in the electricity industry. The Secretary
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of State andl the Rgulator also have a dutv to consider the nvironmental activities connected with the generation.
transmission. distribution or supply ofelectricitv. The Secretarv of State and te Regulator have a duty to consider.
in particular. the interests of consumers in mral reas in respect of prices and other terms of supply. With regard to
the quality of electricitv supplvseriices. they also have a duty to c6nsider in particular the interests of those who arc
disabled or of pensionable age.

PES License

London Electricity has a PES license fr its franchise area aniid is required fo supple electricits upon request
to any premises in that area, except in specified circumstances. Like all PES license holders, it may not discriminate
between its on supply business and other users of its distribution system. The PES license also prohibits cross-
subsidization among the various regulated businesses. PES license holders, including London Electricity, are subject
to separate price controls on the amounts they may charge for the supply of electricity to Franchise Supply
Customers. A PES license also requires a licensee, including London Electricity, to procure electricity at the best
price reasonably obtainable from all available sources, including London Electricity

In England and \Vales, each PES license limits the extent of the generation capacity in which the relevant
REC may hold an interest ithout the prior consent of the Regulator ("oxn-generation limits"). In the case of
London Electricity, the oxvn-generation limit is fixed at 700 MW. After taking into account London Electricity's
current ownership interest in a generation facility, the amount of additional generation investment which could be
made by London Electricity is 565 MW. Investments by affiliates of Entergy in generating assets in the UK would
be counted towards this own-generation limit under London Electricity's PES license. London Electricity has applied
for and has been granted by the Regulator an exception from the oxvn-generation limit, subject to certain conditions,
for EPDC investments in the SCC and KPL projects. The most significant of these conditions, to which London
Electricity has agreed, is that generating capacity from these projects still not be acquired by London Electricity for
purposes of its supply business.

Second Tier SupplV Licenses

Other than a PES license holder in its franchise area and subject to certain other exceptions, a supplier of
electricity to premises in Great Britain must possess a second tier supply license. Subject to certain restrictions,
second tier licensees may compete for the supply of electricity with one another and with the PES license holder in the
relevant area. There are currently 34 second tier supply license holders for England and Wales.

Modifications to Licenses

Following the acquisition of London Electricity by Entergy London, London Electricity's PES License vas
modified during October 1997 to provide that, with a few minor exceptions, the only business activities which
London Electricity is permitted to undertake directly are its first tier and second tier supply businesses and its
distribution business. These modifications by the Regulator are intended to place financial protections around the
licensed activities of London Electricity as a safeguard against financial pressures which might affect its abilit to
continue to finance its statutory and licensed fimctions, including necessary investment in its distribution businesses.
Among other things, the modifications restrict the-businesses in which London Electricity can participate, other than
the licensed businesses, and regulates dealings between London Electricity and other companies (particularly
affiliated companies). The modifications also require London Electricity to secure that it has sufficient management
and financial resources to conduct its licensed businesses, give the Regulator an annual certificate of the adequacy of
its financial resources, and maintain an investment grade rating for its debt as defined by Moody's and Standard d
Poor's.

Term and Revocation of Licenses

London Electricity's PES license wvill continue in effect until at least-2025-unless revoked. Under-ordinary-
circumstances, the license may not be revoked except on 25 years' prior notice, which notice may not be given until
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2000. Otherwise, the Secretary of State may revoke a PES license by not less than 30 days' notice in writing to the
licensee in certain specified circumstances. including. among other things, the failure to comply with a final order of
the Regulator or the insolvency of the licensec.

Other Regulatory Matters ( Entergy London)

On June 30. 1997. the UK government announced a review of the regulatory framework governing the
utilities, including electricity supply and distribution. This rvicv is currently being undertaken.

In October 1997, the UK governmenrasked thc Regulator to review, electricity trading arrangements: This.
review is focusing on the wholesale electricity market in England and Wales and covers existing trading arrangements
within the Electricity Pool, trading arrangements outside the Electricity Pool, and price setting mechanisms.

Environmental Regulation

General

In the areas of air quality, water quality, control of toxic substances and hazardous and solid wastes, and
other environmental matters, the facilities and operations of Entergy are subject to regulation by various
governmental authorities. Entergy believes that its affected subsidiaries are in substantial compliance with
environmental regulations currently applicable to their respective facilities and operations. Because environmental
regulations are subject to change, future compliance costs cannot be precisely estimated. However, management
currently estimates that future capital expenditures for environmental compliance purposes, including those discussed
under "Clean Air Lenislation," below, will not be material for Entergy as a whole, or for any of its reporting
subsidiaries.

Clean Air Legislation

The Clean Air Act Amendments of 1990 (the Act) established the following three programs that affect
Entergy's fossil-fueled generation now or may affect it in the future: (i) an acid rain program for control of sulfur
dioxide (SO2) and nitrogen oxides (NOx); (ii) an ozone nonattainment area program for control of NOx and volatile
organic compounds; and (iii) an operating permits program for administration and enforcement of these and other Act
programs.

Under the acid rain program, no additional control equipment is expected to be required by Entergy to
control SO2. The Act provides "allowances" to most of the affected Entergy generating units for emissions based
upon past emission levels and operating characteristics. Each allowance is an entitlement to emit one ton of S02 per
year. Under the Act, utilities are or will be required to possess allowances for S2 emissions from affected
generating units. All Entergy fossil-fueled generating units are classified as "Phase II" units under the Act and are
subject to S02 allowance requirements beginning in the year 2000. Based on operating history, the domestic utility
companies have been allocated more allowances than are currently necessary for normal operations. Management
believes that it will be able to operate the domestic utility companies' generating units efficiently without installing
scrubbers or purchasing allowances from outside sources, and that one or more of the domestic utility companies
may have excess allowances.

Control equipment may eventually be required for certain of the domestic utility companies' generating units
to achieve NOx reductions due to the ozone nonattainrment status of the areas served by Entergy Gulf States in and
around Beaumont and Houston, Texas. Texas environmental authorities are studying the causes of ozone pollution
and have deferred NOx controls on power plants until at least 1999. If Texas decides to regulate NOx, the aggregate
cost of such control equipment for the affected Entergy Gulf States plants is estimated to be 1.5 million through the
ear 2000. It is expected that Texas, in conjunction with the EPA, will publish future control strategies during 1998

and 1999. Depending on the strategies developed by Texas, additional costs may be incurred between 2000 and
2007, but these costs cannot be reasonably estimated until the strategies have been published.

-22 -



Other Enironimental Nlatters

The provisions of the:Comprehensive Environmental Response. Compensation, and Liability Act of 1WX as
amended (CERCLA). authorize the EPA and. indirectly, the tYorequire generators and certain transporters oC
certain hazardous substances released from or at a site, and the owners or operators of any such site, to cleanup the
site or reimburse such clean-up costs. CERCLA has been interpreted to impose joint and several liability on
responsible parties. Entcrgy's domestic utility companies have sent waste materials to various disposal sites over the
ycars. Also, certain operating procedures and maintenance practices employed by Entergy's domestic utilit%!
companies, which historically were not subject to regulation. now are regulated by environmental laws. Some of
these sites have been the subject of governmental action under CERCLA, as a result of which the domestic utility
companies have become involved with site clean-up activities. They have participated to various degrees in
accordance with their respective potential liabilities in such site clean-ups and have developed experience with clean-
up costs. The domestic utility ompanies have established reserves for such environmental clean-up/restoration
activities. In the aggregate, the cost of such remediation is not considered material to Entergy or to any of its
reporting subsidiaries.

Entergy Arkansas

Entergy Arkansas has received notices from time to time from the EPA, the Arkansas Department of
Pollution Control & Ecology (ADPC&:E), and others alleging that Entergy Arkansas, along with others, may be a
PRP for clean-up costs associated with various sites in Arkansas. Most of these sites are neither owned nor operated
by any Entergy company. Contaminants at the sites include polychlorinated biphenyls (PCBs), lead, and other
hazardous substances.

At the EPA's request, Entergy Arkansas voluntarily performed stabilization activities at the Benton Salvage
site in Saline County, Arkansas. While the EPA has not named PRPs for this site, Entergy Arkansas has attempted
to negotiate a settlement ith the EPA. Entergy Arkansas and the EPA were unable to reach an agreement
satisfactory to both parties. EPA initiated its own clean-up of the site in October 1996. EntergY Arkansas does not
believe that its potential liability, if any, ith respect to this site trill be material.

In May 1995, Entergy Arkansas was named as a defendant in a suit brought by Reynolds Metals Company
(Reynolds) in the U.S. District Court for the Eastern District of Arkansas, seeking to recover a share of the costs
associated with the clean-up of hazardous substances at Reynolds former Patterson plant site. Reynolds alleged that
it spent $1 1.2 million to clean up the site, and that the site was contaminated wsith PCBs for which Entergy Arkansas
bore some responsibility. In July 1997, the Court granted Entergy Arkansas' Motion for Summary Judgxnent and
dismissed Reynolds lawsuit.

Entergy Arkansas entered into a Consent Administrative Order, dated February 21, 1991, with the ADPC&E
that named Entergy Arkansas as a PRP for the initial stabilization associated with contamination at the Utilities
Services, Inc. state Superfund site located near Rison, Arkansas. This site was found to have soil contaminated by
PCBs and pentachlorophenol (a wood preservative). Coxitainers and drums that contained PCBs and other hazardous
substances were found at the site. Entergy Arkansas' share of total remediation costs is estimated not to exceed $5.0
million. Entergy Arkansas is attempting to identify and notify other PRPs with respect to this site. Entergy Arkansas
has received assurances that the ADPC&E Xill use its enforcement authority to allocate remediation expenses among
Entergy Arkansas and any other PRPs that can be identified. Approximately 20 PRPs have been identified to date.
Entergy Arkansas has performed the activities necessary to stabilize the site, at a cost of approximately $400,000.

Entergy Gulf States

Entergy Gulf States has been designated by the .EPA as a PRP for the clean-up of certain hazardous waste
disposal sites. Entergy Gulf States is currently negotiating faith the'EPA and state authorities regarding the clean-up,
of these sites. Several class action and other suits have been filed in state and federal courts seeking relief from
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Entergy Gulf States and others for damages caused by the disposal of hazardous waste and tor asbestos-rulatcd
disease allegedly resulting from exposure on Entcrgv Gulf States premises (see "Ot-her Regulation and Litigation'
below). As of Deccmber 31, 1997, a remaining recorded liability of S23.8 million existed relating to the clean-up of
seven sites at which Entergy Gulf States has been designated as a PRP.

In 1971, Entergv Gulf States purchased property ncar its Sabine generating station. kno%'n as the Bailer site.
for possible expansion of cooling water facilities. Entergy Gulf States sold the property in 1984. In October 1984,
an abandoned waste site on the property was included on the NPL by the EPA. Entergv Gulf States negotiated with
the EPA and is a member of a task force with other PRPs for the'voluntarv clean-up of the waste site. A consent
decree has been signed by all PRPs for the voluntary clean-up ofthe Bail&e- itc: O-site'hdmediation was completed
during 1997. Total remediation costs are currently expected to be approximately $33 million: however. federal and
state agencies are still examining potential liabilities associated with natural resource damage. Entcrgy Gulf States is
expected to be responsible for 2.26% of the estimated clean-up cost, but Entergy Gulf States does not expect that its
remaining responsibility with respect to this site still be material after allowance for its existing provision for clean-
up in the amount of 5300,000.

Entergy Gulf States is currently involved in a multi-phased remedial investigation of an abandoned MGP
site, known as the Lake Charles Service Center, located in Lake Charles, Louisiana, which is thought to have
operated as an MGP from approximately 1916 to 1931. Coal tar, a by-product of the distillation process employed
at MIGPs, was apparently routed to a portion of the property for disposal. The same area has also been used as a
landfill. Under an order, which is currently stayed, issued by the LDEQ, Entergy Gulf States was required to
investigate and, if necessary, take remedial action at the site. Preliminary estimates of remediation costs are
approximately $20 million. On February 13, 1995, the EPA published a proposed rule adding the Lake Charles
Service Center to the NPL. Another PRP has been identified that mav have had a role in the ownership and operation
of the MGP. Negotiations with that company for joint participation and possible remedial action are ongoing.
Entergy Gulf States has signed an Administrative Order on Consent negotiated with the EPA. Entergv Gulf States
does not presently expect that its ultimate responsibility for this site will materially exceed its existing clean-up
provision of $20 million.

Entergy Gulf States is currently involved in an initial investigation of an MtGP site, known as the Old
Jennings Ice Plant, located in Jennings, Louisiana. The NMGP site is believed to have operated from approximately
1909 to 1926, and is now occupied by an electrical substation and used for storage of transmission and distribution
equipment. In July 1996, a petroleurn-like substance was discovered on the surface soil, and notification was made
to the LDEQ; The LDEQ was aware of this site based upon a survey performed by an environmental consultant for
the EPA. Entergy Gulf States obtained the services'of an environmental consultant to collect core samples and to
perform a search of historical records to determine what activities occurred at Jennings. Results of the core
sampling, which found limited amounts of contamination on-site, were submitted to the LDEQ. Entergy Gulf States
is awaiting the LDEQ's comment on the submission, and does not expect that its ultimate financial responsibility
with respect to this site will be material. The amount of its existing provision for clean-up is $500,000.

Entergy Gulf States, along with Entergy Louisiana, has been named as a PRP for an abandoned waste oil
recycling plant site in Livingston Parish, Louisiana, known as Combustion, Inc., which is included on'the NPL.
Entergy. Gulf States has settled its alleged involvement in the Combustion Inc. site in a court approved settlement
involving a payment of$161,000. Entergy Gulf States has also agreed to pay a portion of any future clean-up costs
related to residual ground water, but does not expect that any such costs will be incurred.

Entergy Gulf States, along with Entergy Arkansas and Entergy Louisiana, has been notified of its potential
liability with respect to the Benton Salvage site located in Saline County, Arkansas. Although Entergv Gulf States
and Entergy Louisiana have had minor involvement in the Benton Salvage site, no remediation is expected to be
required of these companies. See "Entergy Arkansas" above for a discussion of the Benton Salvage site.

- 24 -



lEntergy Louisiana. lnitergy New Orlans. and System Enliry

Entergv Louisiana. Entergy New% Orleans. and System Energy have reccived notices from the EPA and/or the
states of Louisiana and Mississippi that one or, more of them may be a PRP for the following disposal sites that are
neither owvned nor operated 'b iinv Entergy subsidiary: . f

• Entergv Louisiana, along with Entergy Arkansas and Entergy Gulf Statcs, was notified in 1990 of its
potential liability relating to the Beiton Salvage site located :in Salinc Counts; Ark-ansas. Although Enterg-
Gulf States and Entcrgy Louisiana-havcbccn involvcd in thc Benton -Salvage site, their contributions are
considered minor. Therefore. no remediation action is required by. these companies. See Entergy
Arkansas" above for a discussion of the Benton Salvage site.

* The MCEQ issued an order on October 13. 1997 ordering Entergy Louisiana to implement a remedial
action work plan that had been prepared by a PRP committee for Disposal Systems, Inc. sites at Fifth Street
(Clay Point) and Lee Street in Biloxi. Mississippi, and at Woolmarket, Mississippi. Entergy Louisiana filed
a petition with the MCEQ denying that it had sent any wastes to the Lee Street or Woolmarket sites and
alleging that wastes that had been transported by its contractor to Clay Point are not pollutants within the
meaning of the Mississippi statutes or regulations, that any wastes at that site had been cleaned up under a
consent decree between the EPA and the PRPs, approved by the U. S. District Court for the Southern
District of Mississippi, Southern Division, and had been stored at a warehouse on the site, and. further, that
the State of Mississippi has no jurisdiction in view of the consent decree of the federal court. The petition
further requested a hearing before the MCEQ. No hearing date has been set. A PRP committee is
attempting to draft a settlement proposal for all of the PRPs on sharing clean-up costs. The MCEQ issued a
similar order on the same date to Entergy Louisiana's contractors, Ebasco Services, Inc., which Entergs
Louisiana has agreed to defend and indemnify. The MCEQ issued a similar order on the same date to
Bechtel Power, the contractor for System Energy on the Grand Gulf plant.- System Energy w'as not named
as a defendant in the order. Bechtel has filed a petition asking for a hearing. Entergy Louisiana's
remediation costs at the site are not expected to be material.

* From 1992 to 1994, Entergy Louisiana performed site assessments and remedial activities at three retired
power plants, known as the Homer, Jonesboro, and Thibodaux municipal sites, previously owned and
operated by Louisiana municipalities. Entergy Louisiana purchased power plants at these sites as part of
the acquisition of municipal electric systems. The site assessments indicated some subsurface
contamination from fuel oil. Remediation of the Homer and Jonesboro sites has been completed at an
aggregate cost of approximately $180,000, and remediation of the Thibodaux site is expected to continue
through 2000. The cost incurred through December 31, 1997 for the Thibodaux site is $305,000, and future
costs are not expected to exceed the existing provision of $530,000.

Entergy Louisiana and Entergy New Orleans have been named by the EPA as PRPs for associated clean-up
costs for certain Louisiana disposal sites. Such sites include Combustion Inc., an abandoned waste oil recycling
plant site located in Livingston Parish (involving at least 70 PRPs, including Entergy Gulf States, but not Entergy
New Orleans), and the Dutchtowvn site (also included on the NPL and involving 57 PRPs). Entergy Louisiana has
settled its alleged involvement in the Combustion Inc. site in a court approved settlement for a payment of $225,000.
Entergy Louisiana has also agreed to pay a portion of any future clean-up costs related to residual ground vater, but
does not expect that any such costs ill be incurred. With respect to the Dutchtovn site, Entergy Newv Orleans
believes it has no liability because the material it sent to this site vas not a hazardous substance.

During 1993, the LDEQ issued nev rules for solid waste regulation, including regulation of waste water
impoundments. Entergy Louisiana has determined that certain of its power plant waste water impoundments were
affected by these regulations and has chosen to upgrade or close them. As a result, a remaining recorded liability in
the amount of $6.7 million existed at December 31, 1997 for waste water upgrades and closures. Completion of this
work is awaiting the LDEQ's approval. Cumulative expenditures relating to the upgrades and closures of waste
water impoundments are $7.1 million as of December 31, 1997.
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U K Environmental Regulation (Entergy London)

London Electricity's businesses arc subject to numerous regulatory requirements ith respect to the
protection of the environment. The Electricity Act obligates the UK Secrctary of State for Trade and Industry (the
"Secretary of State") to consider the effcct of electricity generation.. transmission. and supply activities upon the
environment in approving applications for the construction of generating facilities and the location of overhead power
lines. The Electricity Act requires London Electricity to have regard to the desirability of preserving natural beauty
and the conservation of natural and man-made features of particular interest hen it formulates proposals for
development of certain of its activities. London Electricity mitigates the effects of its proposals-on natural and man-
made features and is required to carry out an environmental assessment before laying cables, constructing overhead
lines, or carrying out any other development in connection with its licensed activities. London Electricity also has
produced an Environmental Policy Statement that sets forth its plans for compliance with its environmental
obligations under the Electricity Act.

The Environmental Protection Act 1990 addresses waste management issues and imposes certain obligations
and duties on companies that handle and dispose of waste. Some of London Electricity's distribution activities
produce waste, but London Electricity believes that it is in compliance with the applicable standards.

Possible adverse health effects of EMFs from various sources, including transmission and distribution lines,
have been the subject of a number of studies and increasing public discussion. The scientific research currently is
inconclusive as to whether EMFs cause adverse health effects. The only UK standards for exposure to power
frequency EMFs are those promulgated by the National Radiological Protection Board and relate to the levels ab6ve
which non-reversible physiological effects may be observed. London Electricity fully complies with these standards.
However, the possibility exists that passage of legislation and change of regulatory standards could require measures
to mitigate ENMFs, with resulting increases in capital and operating costs. In addition, the potential exists for public
liability with respect to lawsuits brought by plaintiffs alleging damages caused by EMFs.

London Electricity has approximately 677 miles of oil-filled underground cables that operate at 33kV and
132kV. These cables generally supply substantial amounts of electricity to large substations in urban areas and to
large customers. The majority of these cables are between 30 and 50 years old. London Electricity operates these
cables in accordance with the "Environment Agency and Electricity Companies (in England and Wales) Operating
Code on the Management of Fluid-Filled Cables," monitoring and repairing both gradual and substantial leaks, which
arise through age deterioration and third party damage. London Electricity has a program to minimize oil leakage
and reduce the possibility of pollution to watercourses and ground water. This program includes a plan for gradual
replacement of these cables with more modern solid cables. London Electricity believes that the existing monitoring
systems and planned replacement program are sufficient to avoid major environmental incidents or unnecessary
replacement expenditures. London Electricity could incur significant expenditures if it were required to replace all or
substantially all of its fluid-filled cables, other than in the ordinary course of business, pursuant to new or existing
legislation.

Other Regulation and Litigation

Merger (Entergy Corporation and Entergy Gulf States)

In July and August 1992, applications were filed with FERC, the LPSC, the PUCT, and the SEC under
PUIHCA, seeking authorization of various aspects of the Merger. In January 1993, Entergy Gulf States filed two
applications with the NRC seeking approval of the change in ownership of Entergy Gulf States and an amendment to
the operating license for River Bend to reflect its operation by Entergy Operations. All regulatory approvals were
obtained in 1993 and the Merger wYas consummated on December 31, 1993.

FERC's orders approving the Merger were appealed to the D.C. Circuit by Entergy Services, the City of
New Orleans, the Arkansas Electric Energy Consumers (AEEC), the APSC, Cajun, the MPSC, the American Forest
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and Paper Associalion. the State of Mississippi. the City of Benton and other cities. and Occidental Chemical
Corporation (Occidental). Entergy Services sought rview of FERC's deletion of a 40"%, cap on the amount of fuel
savings Entergy Gulf States may be required to transfer to other Entergy domestic utility companies under a tracking
mechanism designed to protect the other companies,fror certain unexpected increases in fuel costs. The other parties
sought to overturn FERC'sdecisions on various grounds, includngZL issues as to whether FERC appropriate1k
conditioned the Merger to protect various initerested partics from al1gd harm and FERC's reliance on Entergy's
transmission tariff to mitigate any potential anticompctiti'c impacts of the Mergcr.. On November 18, 1994. the D.C.
Circuit denied motions filed by Cajun. Occideital, and AEEC for a remand to FERC and a partial summary grant of
the petitions for rcview. At the same time, the D.C. Circuit ordered that the cases be held in abeyance pending
FERC's issuance of (i) a final order on remand in the proceedings on Entergy's transmission tariff (see discussion of
tariff case in 'RATE MATTERS AND REGULATION - Rate Matters - Wholesale Rate Matters - Open
Access Transmission" above), and (ii) a final order on competition issues in the proceedings on the Merger.

On December 30, 1993, Entergy Services submitted to FERC tariff revisions to comply with FERC's order
dated December 15, 1993, approving the Merger. On February 4, 1994, the APSC and AEEC filed with FERC a
joint protest, alleging that Entergy should be required to insulate the ratepayers of Entergy Arkansas, Entergy
Louisiana, Entergy Mississippi, and Entergy New Orleans from all litigation liabilities related to .Entergv Gulf
States' River Bend nuclear facility. In a May 17, 1994, order on rehearing, FERC addressed Entergy's commitment
to insulate the customers of Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans
against liability resulting from certain litigation involving River Bend. In response to FERC's clarification of
Entergy's commitment, Entergy Services filed a new compliance filing on June 16, 1994. The APSC and AEEC
subsequently filed protests questioning the adequacy of Entergy's June 16, 1994, compliance filing. FERC has not
vet acted on the compliance filings.

Employment Litigation (Entergy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and
Entergy New Orleans)

Entergy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and Entergy New Orleans
are defendants in numerous lawsuits that have been filed by former employees asserting that they were wrongfully
terminated and/or discriminated against due to age, race, and/or sex. Entergy Corporation, Entergy Arkansas.
Entergy Gulf States, Entergy Louisiana, and Entergy New Orleans are vigorously defending these suits and deny any
liability to the plaintiffs. However, no assurance can be given as to the outcome of these cases, and an adverse
outcome in one or more cases could have a material adverse financial effect on any of the Entergy defendants. See
"Employment Litigation" in Note 9 for information regarding these lawsuits.

Asbestos and Hazardous Waste Suits

(Entergy Gulf States and Entergy Louisiana)

A number of plaintiffs who allegedly suffered damage or, injury, or are survivors of persons vho died.
allegedly as a result of exposure to "hazardous toxic vaste"-that emanated from a site in Livingston Parish.
Louisiana, sued Entergy Gulf States and approximately 70 other defendants, including Entergy Louisiana, in 17 suits
filed in the Livingston Parish District Court. The plaintiffs alleged that the defendants generated, transported, or
participated in the storage of such wastes at the facility, which was previously operated as a waste oil recycling
facility. These suits, and three federal suits in three states other than Louisiana involving issues arising from the
same facility, were consolidated in the U.S. District Court for the Middle District of Louisiana. Entergy Gulf States
and Entergy Louisiana have settled all claims against them in the suits and the settlements were approved by court
order on February 7, 1996 and June 4, 1997, respectively. Entergy Gulf States' and Entergy Louisiana's shares of
the settlements of these cases is not material to their financial position or results of operations.
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(Entergy Gult States)

A total of 25 suits have been filed on behalf of approximately 1200 plaintiffs in state and federal courts in
Jefferson and Orange Counties. Texas. These suits seek relief from Entergy Gulf States as wel as numerous other
defendants for damages caused to the plaintiffs or others by the alleged exposure to hazardous waste and asbestos on
the dfndants' premises. The plaintiffs in sonic of these suits are also suing Entergy Gulf States and all other
defendants on a conspiracy claim. There are ten asbestos-rclated lawsuits filed in the District Court of Calcasieu
Parish in Lake Charles. Louisiana. on behalf of approximately fifteen plaintiffs naming numerous defendants
including Entcrgy Gulf States. The suits allege that each plaintiff contracted an asbestos-rclated disease from
exposure to asbestos insulation prcducts on the premises of the defendants. A total of eighteen lawsuits have-been
filed in Louisiana on behalf of 24 plaintiffs in state courts in East Baton Rouge, Iberville, and Ascension Parishes.
These suits seek relief from Entergy Gulf States and numerous other defendants for damages caused to the plaintiffs
or others by alleged exposure to hazardous waste and asbestos on the defendants' premises. It is not known yet how
many of the plaintiffs in any of the foregoing cases worked on Entcrgy Gulf States' premises. Settlements with
approximately 800 of the Jefferson County plaintiffs and with approximately 100 of the Calcasieu Parish plaintiffs
are in the process of being consummated. Entergy Gulf States' share of the settlements of these cases is not material
to its financial position or results of operations.

Caiun - River Bend Litigation (Entergy Corporation and Entergy Gulf States)

See "Cajun - River Bend Litigation" in Note 9 herein for a discussion of this litigation.

Caiun - Transmission Service (Entergy Corporation and Entergy Gulf States)

See "Cajun - River Bend Litigation" in Note 9 herein for a discussion of this litigation.

Caiun - Coal Contracts (Entergy Corporation and Entergy Gulf States)

See "Cajun-Coal Contracts" in Note 9 herein for a discussion of this litigation.

Service Area Dispute (Entergy Corporation and Entergy Mississippi)

In October 1994, twelve Mississippi cities filed a complaint in state court against Entergy Mississippi and
eight electric power associations seeking a judgment declaring unconstitutional certain Mississippi statutes relating to
the acquisition by a municipality of facilities and certificate rights of a utility serving in the municipality. The suit
requests that the court declare unconstitutional certain 1987 amendments to the Mississippi Public Utilities Act that
require that the MNPSC cancel a utility's certificate to serve in the municipality before a municipality may acquire a
utility's facilities located in the municipality. The suit also requests that the court find that Mississippi municipalities
can serve any consumer in the boundaries of the municipality and within one mile thereof. Entergy Mississippi and
the other defendants filed motions to dismiss, which were granted in October 1995. The plaintiffs appealed the
dismissal t the Mississippi Supreme Court. In September 1997, the Mississippi Supreme Court affirmed the
decision of the lower court finding in favor of Entergy Mississippi and dismissing the municipalities' complaint. A
petition for rehearing filed by the municipalities was denied by the Mississippi Supreme Court in November 1997.

Taxes Paid Under Protest (Entergy Corporation and Entergy Louisiana)

Since the mid-1980's, Entergy Louisiana and the tax authorities of St. Charles Parish, Louisiana (Parish),
where Waterford 3 is located, have disputed use taxes on nuclear fuel paid under protest by Entergy Louisiana, and
lease tax issues pertaining to fuel financing arrangements. n May 1997, the Parish and Entergy Louisiana settled all
pending use and lease tax litigation. This settlement includes the return to Entergy Louisiana of tax payments made
under protest and the dismissal of nuclear fuel related suits against Entergy Louisiana and/or the fuel lessors.
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Since 1990. Entergy Louisiana and the state tax authoritv have disputed state use tax paid under protest on
nuclear fuel (S8X million at December 31. 1997) by Entergy Louisiana. The fuel was purchased for Waterford 
Entergy Louisiana has tiled lawsuits to recover these taxes. and certain of these suits involve additional legal issues
related to an exemption for boilerTuel. The suitstregarding tese disputcs have been consolidated for trial, but a trial
date has not been set.

Catalvst Technologies. Inc. (Entergy Corporation)

In June 1993. Catalyst Technologies. Inc. (CTI) filed a petition in the Civil District Court for the Parish of
Orleans, Louisiana (CDC), against Electec, Inc., nov named Entergv Enterprises. Inc. (EEl), which .is a sholl%-
owned non-utility subsidiary of Entergy Corporation. The petitiorialleged, among other things, breach of contract.
and breach of the obligation of good-faith and fair dealing. On August 8. 1997. a jury in the CDC returned a vcrdict
against EEI in the amount of $346 million plus interest of approximately SI 18 million. On November 15, 1997, the
trial judge entered a judgment notwithstanding the verdict in the CTI lawsuit. Finding as a matter of law that the
jury's verdict was incorrect, the judge ruled that no contract ever existed between CTI and Entergy -Enterprises, and
that the verdict wvas contrary to the law and the evidence. CTI has appealed this ruling to the Louisiana Court of
Appeal for the Fourth Circuit. No date for the filing of appellate briefs or oral argument has been set.

On September 30, 1997, CTI filed another lawsuit against Entergv Corporation. Entergv Services, Entergr
Enterprises and certain individuals who are, or at one time were, directors of those corporations. The suit claims.
among other things, that CTI suffered damages as a result of actions on the part of Entergy that allegedly caused the
individual defendants to breach their fiduciary duties owed to Entergy Enterprises and, indirectly, to CTI as Entergy
Enterprises' judgment creditor. After the decision of the trial judge in the original CTI suit, CTI voluntarily moved
to dismiss this proceeding, and it was dismissed without prejudice on January 16, 1998.

Union Pacific Railroad (Entergy Corporation and Entergy Arkansas)

In October 1997, Entergy Arkansas and Entergy Services filed a civil suit against Union Pacific Railroad
Company (Union Pacific) in the United States District Court for the Middle District of Louisiana. This suit, which
seeks damages and the termination of coal shipping contracts Xwith Union Pacific, maintains that Union Pacific has
failed to meet its contractual obligations to ship coal to Entergy Arkansas' to large coal-fired plants and that such
failure has impaired Entergy Arkansas' ability to generate and sell electricity from these plants.
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EARNINGS RATIOS OF DOIMESTIC UTILITY COMPANIES. SYSTEM ENERGY, AND
EiNTERGY LONDON

The domestic utility companies'. System Encrgy's. and Entergy London's ratios of earnings to fixed charges
and ratios of earnings to combined fixed charges and preferred dividends pursuant to Item 503 of SEC Regulation
S-K are as follo%%s:

Ratios of Earnings to Fixed Charges
Years Ended December 31.

1993 1994 1995 1996 1997
Entergy Arkansas 3.11 (b) 2.32 2.56 2.93 2.54
Entergy Gulf States 1.54 (c)- 1.86 1.47 1.42
Entergy Louisiana 3.06 2.91 3.18 3.16 2.74
Entergy Mississippi 3.79(b) 2.12 2.92 3.40 2.98
Entergy New Orleans 4.68(b) 1.91 3.93 3.51 2.70
System Energy 1.87 1.23 2.07 2.21 2.31
Entergy London N/A N/A NIA N/A (d)-

Ratios of Earnings to Combined Fixed
Charges and Preferred Dividends

Years Ended December 31.
1993 1994 1995 1996 1997

Entergy Arkansas 2.54(b) 1.97 2.12 2.44 2.24
Entergy Gulf States(a) 1.21 (c)- 1.54 1.19 1.23
Entergy Louisiana 2.39 2.43 2.60 2.64 2.36
EntergyMississippi 3.08(b) 1.81 2.51 2.95 2.69
Entergy New Orleans 4.12(b) 1.73 3.56 3.22 2.44

(a) "Preferred Dividends" in the case of Entergy Gulf States also include dividends on preference stock.

(b) Earnings for the year ended December 31, 1993, include approximately S81 million, $52 million, and $18
million for Entergy Arkansas, Entergy Mississippi, and Entergy New Orleans, respectively, related to the
change in accounting principle to provide for the accrual of estimated unbilled revenues.

(c) Earnings for the year ended December 31, 1994, for Entergy Gulf States were not adequate to cover fixed
charges and combined fixed charges and preferred dividends by $144.8 million and $197.1 million,
respectively.

(d) As a result of the windfall profits tax of $234 million, earnings for the twelve months ended December 31,
1997, for Entergy London were insufficient to cover fixed charges by $204 million.
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INDUSTRY SEGMENTS

Enterav New Orleans

Narrative Description of Ent'egy New Orleans Industry Segments: -. *; - -

Electric Service

Entergv New Orleans supplied rtail electric service :to ..approximately 189.000 customers as of
December 3 1. 1997. During 1997. 39% of electric operating revenues was derived from residential sales..38% from
commercial sales. 7% from industrial sales, and 16% from sales to governmental and municipal customers.

Natural Gas Service

Entergy New Orleans supplied retail natural gas service to approximately 151,000 customers as of
December31, 1997. During 1997, 55% of gas operating revenues was derived from residential sales, 19% from
commercial sales, 11% from industrial sales, and 15% from sales to governmental and municipal customers. (See
"FUEL SUPPLY - Natural Gas Purchased for Resale.")

Selected Financial Information Relating to Industry Segments

For selected financial information relating to Entergy New Orleans' industry segments, see Entergy New
Orleans' financial statements and Note 15.

Entergy Gulf States

For the vear ended December 31, 1997, 96% of Entergy Gulf States' operating revenues was derived from
the electric utility business. Of the remaining operating revenues, 2% was derived from the steam business and 2%
from the natural gas business.

Enters London

Entergy London's distribution and supply businesses both served approximately 2.0 million customers as of
December 31, 1997. During 1997, operating revenues derived from the distribution and supply business were 22%
and 74%, respectively. The remaining 4% of operating revenues w as derived from Entergy London's investment in
private distribution networks, electricity contracting services, and investments in generating assets.
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PROPERTY

Generatinz Stations

Thc total capability of Entergy's owned and leased generating stations as of December 31, 1997, bv
company and by fuel type, is indicated below:

Owned and Leased Capability MIW(l)
Gas

Turbine
and

Internal
Company Total Fossil Nuclear Combustion Hydro

Entergy Arkansas 4,373 (2) 2,379 1,694 230 (4) 70
Entergy Gulf States 6,854 (2) 5,843 936 75
Entergy Louisiana 5,423 (2) 4,329 1,075 19
Entergy Mississippi 3,063 (2) 3,052 - 11

Entergy New Orleans 934 (2) 918 - 16
System Energy 1,0'30 - 1,080 _ _

Total 21,727 (3) 16,521 (3) 4,785 351 70

(I) "Owned and Leased Capability" is the dependable load carrying capability, as demonstrated under actual
operating conditions based on the primary fuel (assuming no curtailments) that each station was designed to
utilize.

(2) Excludes the capacity of fossil-fueled generating stations placed on extended reserve as follows: Entergy
Arkansas - 506 MNV; Entergy Gulf States - 405 NV; Entergy Louisiana - 157 MNfV; Entergy Mississippi -
73 MW; Entergy New Orleans - 143 M14W. Generating stations that are not expected to be utilized in the
near-term to meet load requirements are placed in extended reserve shutdown in order to minimize operating
expenses.

(3) Excludes net capability of generating facilities owned by Entergy Power, which owns 725 MW of
fossil-fueled capacity.

(4) Includes 188 MW of capacity leased by Entergy Arkansas through 1999.

Load and capacity projections are reviewed periodically to assess the need and timing of additional
generating capacity and of interconnections in light of the availability of power, the location of new loads, and
maximum economy to Entergy. Domestically, based on load and capability projections and bulk power availability,
Entergy has no current plans to install new generating capacity. When new generation resources are needed, Entergy
expects to meet this need by means other than construction of new base load generating capacity. Entergy expects to
meet future capacity needs by, among other things, purchasing power in the wholesale power market and/or removing
generating stations from extended reserve shutdown.

Under the terms of the System Agreement, certain generating capacity and other power resources are shared
among the domestic utility companies. The System Agreement provides, among other things, that parties having
generating reserves greater than their load requirements (long companies) shall. receive payments from those parties
having deficiencies in generating reserves (short companies) and an amount sufficient to cover certain of the lg6i
companies' costs, including operating expenses, fixed charges on debt, dividend requirements on preferred and
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pretercnce stock. and a fair rate of return on common equity investment. Under the System Agreement. these charges
are based on costs associated with the long companies' steam electric generating units fueled by oil or gas. In
addition. for all energy exchanged among the do estic utility companies under the System Agreement, the short
companies are required to pay the"cbst of fuel consumed in generating,'such energy plus a charge to cover other
associated costs (see "RATE MATTERS AND REGULATION -`Rate Matters - Wholesale Rate Matters -

System Agreement." above, for a discussion of FERC proceedings relating to the System Agreement).

Entergy's domestic business is subject to seasonal fluctuations, with the peak peid cu n summr
months. The 1997 peak demand of 19.545 WMW occurred on August 19. 1997. The total optrational sstem
capability at the time of peak was 21.446 MWXNi. This gives a reserve margin at the time of the.peak of approximately
8.9%. This does not include capacity owned by Entergy Power. London Electricity and CitiPower both normall%
have peak activity in their winter months.

Interconnections

The electric generating facilities of Entergy's domestic utility companies consist principally of steam-electric
production facilities strategically located with reference to availability of fuel, protection of local loads, and other
controlling economic factors. These are interconnected by a transmission system operating at various voltages up to
500 kV. Generally, with the exception of Grand Gulf 1, Entergy Power's capacity and a small portion of Entergy
Mississippi's capacity. operating facilities or interests therein are owned by the domestic utility company serving the
area in which the facilities arc located. All of Entergy's generating facilities are centrally dispatched and operated in
order to obtain low cost sources of energy with a minimum of investment and efficient use of plant.

In addition to the manv neighboring utilities with which the domestic utility companies interconnect. the
domestic utility companies are members of the Southeastern Electric Reliabilitv Council, the primary purpose of
which is to ensure the reliability and adequacy of the electric bulk power supply in the southeast region of the United
States. The Southeastern Electric Reliability Council is a member of the North American Electric Reliabilitv
Council.

Gas Property

As of December 31, 1997, Entergy New Orleans distributed and transported natural gas for distribution
solely within the limits of the City of New Orleans through a total of 1487 miles of gas distribution mains and 62
miles of gas transmission pipelines. Koch Gateway Pipeline Company is a principal supplier of natural gas to
Entergy New Orleans, delivering to six of Entergy New Orleans' thirteen delivery points.

As of December 31, 1997, the gas properties of Entergy Gulf States were not material to Entergy Gulf
States.

Titles

Entergy's generating stations are generally located on properties or ned in fee simple. The greater portion of
the transmission and distribution lines of the domestic utility companies have been constructed over property of
private oners pursuant to easements or on public highways and streets pursuant to appropriate franchises, and
pursuant to statute in the case of Entergy London. The rights of such company in the property on which its facilities
are located are considered by each such company to be adequate for its use in the conduct of its business. Minor
defects and irregularities customarily found in properties of like size and character exist, but such defects and
irregularities do not.materially impair the use of the properties affected thereby. The domestic utility companies
generally have the right of eminent domain, whereby they may, if necessary, perfect or secure titles to, or easements
or servitudes on, privately held lands used in or reasonable necessary for their utility operations.

Substantially all the physical properties owned by each domestic utility company, and System Energy, are
subject to the lien of mortgages securing the first mortgage bonds of such company. The Lewis Creek generating
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station is owned bv GSG&T, Inc.. a subsidiary of Entergy Gulf States, and is not subject to the lien of the Entergy
Gulf States mortgage securing the first mortgage bonds of Entergy Gulf States, but is eased to and operated by
Entergy Gulf States. n the case of Entcrgy Louisiana. certain properties are also subject to the lien of a second
mortgage securing other obligations of Entergy Louisiana. In the case of Entergy Mississippi. substantially all of its
properties and assets are also subject to the second mortgage lien of its general and refunding mortgage bond
indenture.

FUEL SUPPLY

The sources of generation and average fuel cost per KWVH for the domestic utility companies and System
Energy for the ycars 1995-1997 were:

Year

Natural Gas
% Cents
of per

Gen KWH

39 2.97
42 2.99
50 1.99

Fuel Oil
% Cents
of per

Gen KWH

4 3.11
1 3.03

Nuclear Fuel
% Cents
of Per

Gen KVH

Coal
% Cents
of Per

Gen KWH

16 1.73
16 1.73
15 1.73

1997
1996
1995

41 .54
41 .56
35 .60

Actual 1997 and projected 1998 sources of generation for the domestic utility companies and System Energy
are:

Natural Gas
1997 1998

Fuel Oil
1997 1998

Nuclear
1997 1998

Coal
1997 1998

Entergy Arkansas
Entergy Gulf States
Entergy Louisiana
Entergy Mississippi
Entergy New Orleans
System Energy
Total

5%
65%
63%
38%
89%

39%

8%
64%
47%
69%

100%

40%

1%
33%
11%

4%

- 62%
19%

36%

- 100%(a)
41%

51%
21%
53%

32%
16%

29%

40%
15%

31%

19%
1000/o(a)

41% 16%

(a) Capacity and energy from System Energy's interest in Grand Gulf I is allocated as follows: Entergy Arkansas -
36%; Entergy Louisiana - 14%; Entergy Mississippi - 33%; and Entcrgy New Orleans - 17%.

The balance of generation, which was immaterial, was provided by hydroelectric power.

Natural Gas

The domestic utility companies have long-term firm and short-term interruptible gas contracts. Long-term
firm contracts comprise less than 30% of the domestic utility companies' total requirements but can be called upon, if
necessary, to satisfy a significant percentage of the domestic utility companies' needs. Additional gas requirements
are satisfied by short-term contracts and spot-market purchases. Entergy Gulf States has a transportation service
agreement faith a gas supplier that provides flexible natural gas service to certain generating stations by using such
supplier's pipeline and gas storage facility.

Many factors, including wellhead deliverability, storage and pipeline capacity, and demand requirements of
end users, influence the availability and price of natural gas supplies for power plants. Demand is tied to weather
conditions as well as to the prices of other energy sources. Supplies of natural gas are expected to be adequate in
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I'mg. Ilo%%ccr. pirsiant to tficdral and state rgulations. gas supplies o poxcr plants iay be interrupted during
periods of' shortage. To the extent natural gas supplies may be disrupted, the domestic utility companies will use
altcrnate fuels. such as oil. or relv on coal and nuclear generation.

Coal .

Entergy Arkansas has long-term contracts with suppliers for the supply of low-sulfur coal from mines in thc-
State of Wyoming for White Bluff and lndoepidende. These contracts. which expire in 2002 and 201 1,.provide for
approximately 85%o of Entergy Arkansas' epctdd anniual coal-requirfr&nc'ts through 2002: Additional requirements
are satisfied by annual spot market purchases:'' Entergy Gulf States has-a-contract for a supply of low-sulfur
Wyoming coal for Nelson Unit 6. which should be sufficient to satisfy its fuel requirements for that unit through
2010. Cajun has advised Entergy Gulf States that Cajun has contracts that should provide an adequate supply of
coal until 1999 for the operation of Big Cajun 2, Unit 3.

Nuclear Fuel

The nuclear fuel cvcle involves the mining and milling of uranium ore to produce a concentrate, the
conversion of the concentrate to uranium hexafluoride gas, enrichment of that gas, fabrication of nuclear fuel
assemblies for use in fueling nuclear reactors, and disposal of the spent fuel.

System Fuels is responsible for contracts to acquire nuclear material to be used in fueling Entergy Arkansas',
Entergy Louisiana's, and System Energy's nuclear units and maintaining inventories of such materials during the
various stages of processing. Each of these companies contracts for the fabrication of its own nuclear fuel and
purchases the required enriched uranium hexafluoride from System Fuels. The requirements for Entergv Gulf States'
River Bend plant are covered by contracts made by Entergy Gulf States. Entergy Operations acts as agent for
System Fuels and Entergy Gulf States in negotiating and/or administering nuclear fuel contracts.

Based upon currently planned fuel cycles, Entergy's nuclear units have existing contracts and inventory to
provide adequate materials and services. Current contracts for uranium concentrate and conversion of the
concentrate to uranium hexafluoride will provide a significant percentage of these materials and senices through
termination dates ranging from 1998-2002. Additional materials and services required beyond these dates are
expected to be available for the foreseeable future.

Current contracts for enrichment will provide a significant percentage of these materials and services through
approximately 2002. Current fabrication contracts will provide a significant percentage of these materials and
services for termination dates ranging from 2000-2002. The Nuclear Waste Policy Act of 1982 provides for the
disposal of spent nuclear fuel or high level waste by the DOE. See Note 9, COMMITMENTS AND
CONTINGENCIES, Spent Nuclear Fuel and Decommissioning Costs for additional discussion of spent nuclear
fuel disposal.

Entergy *will enter into additional arrangements to acquire nuclear fuel beyond the dates shown above.
Except as noted above, Entergy cannot predict the ultimate cost of such arrangements.

Entergv Arkansas, Entergy Gulf States, Entergy Louisiana, and System Energy have made arrangements to
lease nuclear fuel and related equipment and services. The lessors finance the acquisition and ownership'of nuclear
fuel through credit agreements and the issuance of notes. These agreements are subject to annual renewal with, in
Entergy Louisiana's and Entergy Gulf States' case, the consent of the lenders. See Note 10 for further discussion of
nuclear fuel leases.

Entergy Gulf States received nuclear fuel as part of the settlement of the Cajun litigation. This nuclear fuel
is currently owned by Entergy Gulf States and is not under lease.
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Natural Gas Purchased for Resale

Entergv New Orleans has several suppliers of natural gas for resale. Its sstem is interconnected with three
interstate and three intrastate pipelines. Prescntly, Entergy New Orleans' primary suppliers are: Koch Energv
Trading Company (KET). an interstate gas marketer. Bridgeline and Pontchartrain via Louisiana Gas Services
(LGS). Entergy New Orleans has a "no-notice' service gas purchase contract with KET. The KET gas supply is
transported to Entergy New Orleans pursuant to a transportation service agreement with Koch Gateway Pipeline
Company (KGPC). This service is subject to FERC-approved rates. Entergy New Orlkans has firn contracts with
its two intrastate suppliers and also makes interruptible spot market purchases. In recent years. natural gas deliveries
have been subject primarily to %%eather-related curtailments. However, Entergy New Orleans has experienced no
such curtailments.

After the implementation of FERC-mandated interstate pipeline restructuring in 1993, curtailments of
interstate gas supply could occur if Entergy New Orleans' suppliers failed to perform their obligations to deliver gas
under their supply agreements. KGPC could curtail transportation capacity only in the event of pipeline system
constraints. Based on the current supply of natural gas, and absent extreme weather-related curtailments, Entergv
New Orleans does not anticipate any interruptions in natural gas deliveries to its customers.

Entergy Gulf States purchases natural gas for resale under an agreement Mith Mid Louisiana Gas Company.
Abandonment of service by the present supplier would be subject to abandonment proceedings by FERC.

Research

Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans
are members of the Electric Power Research Institute (EPRI). EPRI conducts a broad range of research in major
technical fields related to the electric utility industr. Entergy participates in various EPRI projects based on
Ente gy's needs and available resources. During each of the ears 1997, 1996, and 1995, Entergy contributed
approximately S9 million for EPRI and other research programs.

Item 2. Properties

Refer to Item 1. "Business - PROPERTY," for information regarding the properties of the registrants.

Item 3. Le2al Proceedin2s

Refer to Item 1. "Business - RATE IMATTERS AND REGULATION," for details of the registrants'
material rate proceedings, environmental regulation and proceedings, and other regulatory proceedings and litigation
that are pending or that terminated in the fourth quarter of 1997.

Item 4. Submission of Matters to a Vote of Securitv Holders

During the fourth quarter of 1997, no matters were submitted to a vote of the security holders of Entergy
Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans,
System Energy, or Entergy Londcn.
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DIRECTORS AND EXECUTIVE OFFICERS OF EINTERGY CORPORATION

Directors

Information required by this item concerning directors of EntergvCrporation is set forth under-the heading
'Proposal I--Election of Directors" contained in the Proxv Statement of Entergy Corporation. (the Proxv

Statement'), to be filed in connection wvith its Annual Meeting of Stockholders to be held Mav 15. 1998. (Annual
Meeting'), and is incorporated herein by reference. Information required by this item concerning officers and
directors of the remaining registrants is reported in Part III of this document.

Executive Officers

Name

Edwin Lupberger (a)

Jerry L. Maulden

Aas Position

61 Chairman of the Board, Chief Executive Officer, and Director of
Entergy Corporation

Chairman of the Board and Chief Executive Officer of Entergy Arkansas,
Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans

Chairman of the Board, Chief Executive Officer, and Director of Entergy
Gulf States

Chairman of the Board and Director of Entergy Integrated Solutions, Inc.
Chairman of the Board of System Energy and Entergy Enterprises
Chairman of the Board of Entergy Operations
Chairman of the Board of Entergy Services
Chief Executive Officer of Entergy Services
Chief Executive Officer of Entergy Power, EPDC,- and Entergy-

Richmond Power Corporation
Chief Executive Officer of Entergy Pakistan, Ltd. and Entergy Power,

Asia, Ltd.
Chief Executive Officer of EP Edegel, Inc., Entergy Power Holding II,

Ltd., EPMC, Entergy Power Operations Corporation, Entergy Power
Operations Holdings, Ltd., Entergy Power Operations Pakistan LDC,
Entergy Victoria LDC, Entergy Victoria Holdings LDC, EPG Cayman
Holding I, EPG Cayman Holding I, Entergy Power CBA Holding,
Ltd., and Entergy Power Edesur Holding, Ltd.

Chief Executive Officer of Entergy Power Development International
Corporation

Chief Executive Officer of Entergy Power International Holdings
Corporation and Entergy Mexico Ltd.

Chief Executive Officer of Entergy London Limited, Entergy London,
and Entergy Power Chile, Inc.

President of Entergy Corporation
President of Entergy Services and Entergy Enterprises
General Manager of Entergy Power Chile, S.A.
Director and Chairman of the Board of Entergy Nuclear, Inc., Entergy

Technology Company, ETHC, Entergy London Limited and Entergy
London

Director of Entergy Arkansas, Entergy Louisiana, Entergy Mississippi,
Entergy New Orleans, and System Energy

Director of Entergy Operations and Entergy Services
Director of Entergy Enterprises
Chief Executive Officer of Entergy Edegel I, Inc., Entergy Power

Holding 1, Ltd., and Entergy Yacyreta L Inc.
Chairman of the Board of Entergy Power
Chief Executive Officer of Entergy Enterprises

61 Vice Chairman of Entergy Corporation
Vice Chairman and Chief Operating Officer of Entergy Arkansas,

Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, and
Entergy New Orleans

Vice Chairman of Entergy Services
Director of Entergy Arkansas

Period

1985-Present

1993-Present

1994-Present

1996-Present
1986-Present
1990-Present
1985-Present
1991-Present
1993-Present

1994-Present

1995-Present

1995-1997

1996-Present

1997-Present

1995-Present
1994-Present
1997-Present
1997-Present

1986-Present

1994-Present
1984-Present
1995-1996

1990-1993
1991-1994
1995-Present
1993-Present

1992-Present
1979-Present
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Name

Jenv D. Jackson

Donald C. Hintz

Al!2 Position Period

Director cfl Entergyv(ull States 1993-Present
DJirector cf Enterm Louisiana and IEntergy New Orleans 1991 -Present
Director cf lEntergy Mississippi 1988-Present
D)irector c f Entergy Operations . 1990-Present
Director cf System Energy 1987-Present
Director cf Entergy Services 1979-Present
Director of Entergy Nuclear, Inc. . 1997-Present
Chairman of the Board of Entergy Arkansas . 1989-1993
Chairman of the Board and Chief Executive Officer of Entergy Louisiana 1991-1993

and Energy New Orleans
Chairman of the Board and Chief Executive Officer of Entergy 1989-1993

Mississippi
Chief Executive Officer of Entergy Arkansas 1979-1993
President and Chief Operating Officer of Entergy Corporation 1993-1995
Group President, System Executive -Transmission. Distribution, and 1991-1993

Customer Service of Entergy Corporation
53 Chief Administrative Officer of Entergy Corporation, Entergy Services, 1997-Present

Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy
Mississippi, and Entergy New Orleans

Executive Vice President - External Affairs of Entergy Corporation and 1994-Present
Entergy Semices

Executive Vice President - External Affairs of Entergy Arkansas, 1995-Present
Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, and
Entergy New Orleans

Director of Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, 1992-Present
and Entergy New Orleans

Director of Entergy Gulf States 1994-Present
Director of Entergy Semices 1990-Present
Director of Entergy Enterprises 1996-Present
Executive Vice President of Marketing of Entergy Corporation 1994-1995
Executive Vice President - Marketing of Entergy Arkansas, Entergy Gulf 1995-1995

States, Entergy Louisiana, Entergy Mississippi, and Entergy New
Orleans

Executive Vice President - Marketing of Entergy Services 1994-1995
President and Chief Administrative Officer of Entergy Services 1992-1994
Executive Vice President - Finance and External Affairs of Entergy 1990-1994

Corporation
Executive Vice President - Finance and External Affairs and Secretary of 1992-1994

Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and
Entergy New Orleans

Executive Vice President - Finance and External Affairs of Entergy Gulf 1993-1994
States

Secretary of Entergy Corporation 1991-1994
Secretary of Entergy Gulf States 1994-1995
Director of System Energy 1993-1995

55 Group President and Chief Nuclear Operating Officer of Entergy 1997-Present
Corporation, Entergy Services, Entergy Arkansas, Entergy Gulf States,
and Entergy Louisiana

Executive Vice President and Chief Nuclear Officer of Entergy 1994-1997
Corporation

Executive Vice President - Nuclear of Entergy Arkansas, Entergy Gulf 1994-1997
States, and Entergy Louisiana

Executive Vice President of Nuclear of Entergy Services 1996-1997
Chief Executive Officer and President of System Energy and Entergy 1992-Present

Operations
Director of Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, 1992-Present

System Energy, System Fuels, and Entergy Services
Director of Entergy Gulf States .. 1993-Present-
Director of Entergy Operations 1990-Present
Director of GSG&T, Prudential Oil & Gas, Southem Gulf Railway, and 1994-Present

Varibus Corporation
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Name Position

Gerald 1). Mclnvale

Michael G. Thompson

Senior Vice President and Chief'Nuclear Officer of Entergy Corporation
Senir.Vice President - Nuclearof Entergy Arkansa's ''4
Senior Vice President - Nuclear of Entergy Gulf States
Senior Vice President - Nuclear of Entergy Louisiana"
Director of Entergy New Orleans . _
Chief Executive Officer, President, and Director of Entergy Nuclear, Inc.

54 Vice Chairman and Chief Financial Officer of Entergy Corporation,
Executive Vice President and Chief Financial Officer of Entergy :

Corporation. Entergy Services, Entergy Arkansas, Entergy Gulf States,
Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System
Energy, Entergy Enterprises, Entergy Operations, System Fuels Inc.,
Entergy Integrated Solutions, Inc., GSG&-T, Prudential Oil & Gas,
Southern Gulf Railway, and Varibus Corporation

Executive Vice President, Chief Financial Officer, and Director of ETHC
Executive Vice President and Chief Financial Officer of Entergy

Operations Services, Inc.
Senior Vice President, Treasurer, and Director of Entergy Pakistan, Ltd.

and Entergy Power Asia, Ltd.
Senior Vice President, Treasurer, and Director of EPDC and Entergy-

Richmond Power Corporation
Senior Vice President, Treasurer, and Director of EP Edegel, Inc.,

Entergy Power Development International Corporation, Entergy Power
Holding 11, Ltd., EPMC, Entergy Power Operations Corporation,
Entergy Power Operations Holdings, Ltd., Entergy Power Operations
Pakistan LDC, Entergy Victoria LDC, Entergy Victoria Holdings
LDC, EPG Cayman Holding I, EPG Cayman Holding II, Entergy
Power CBA Holding, Ltd., and Entergy Power Edesur Holding, Ltd.

Senior Vice President, Treasurer, and Director of Entergy Power
International Holdings Corporation

Senior Vice President, Treasurer, and Director of Entergy Power
Senior Vice President and Director of Entergy Mexico Ltd.
Senior Vice President and Treasurer of Entergy Power Peru, S.A.
Director of Entergy Arkansas, Entergy Gulf States, Entergy Louisiana,

Entergy Mississippi, Entergy New Orleans, Entergy Services, System
Energy, Entergy Operations, GSG&T, Prudential Oil & Gas, Southern
Gulf Railway, and Varibus Corporation

Director of System Fuels
Director of Entergy Integrated Solutions, Inc.
Director of Entergy Power International Corporation
Senior Vice President, Treasurer, and Director of Entergy Edegel L Inc.,

Entergy Power Holding L Ltd., and Entergy Yacyreta L Inc.
Chairman of the Board of Entergy Integrated Solutions, Inc.
Senior Vice President and Chief Financial Officer of Entergy

Corporation, Entergy Arkansas, Entergy Louisiana, Entergy
Mississippi, EntergyNew Orleans, System Energy, Entergy
Operations, Entergy Services, and Entergy Enterprises

Senior Vice President and Chief Financial Officer of Entergy Gulf States
Senior Vice President and Chief Financial Officer of System Fuels
Director and Acting Chief Operating Officer of Entergy Enterprises
Treasurer of Entergy Enterprises

57 Senior Vice President and General Counsel of Entergy Corporation and
Entergy Services

Senior Vice President, General Counsel, and Secretary of Entergy
Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy
Mississippi, and Entergy New Orleans

Senior Vice President - Law and Secretary of Entergy Enterprises
Senior Vice President, Secretary, and Director of Entergy Pakistan, Ltd.

and Entergy Power Asia, Ltd.
Senior Vice President, Secreay, and'Dire-coEPICEriferg'y PdWe'r--

Operations Holdings, Ltd., and EP Edegel, Inc.
Senior Vice President, Secretary, and Director of Entergy Power

Period

1993-1994
1990-1994
1993-1994
1992-1994
1992-1994
1997-Present
1997-1997
1995-1997

1996-1997
1996-1997

1994-1997

1993-1997

1995-1997

1996-1997

1993-1997
1996-1997
1996-1997
1995-1997

1992-1997
1993-1997
1996-1997
1995-1996

1994-1995
1991-1995

1993-1995
1994-1995
1994-1995
1992-1996
1992-Present

1995-Present

1992-Present
1994-Present

1994-Present

1995-1997
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I

Nanme

S. M. Henry Brown, Jr.

William J. Regan, Jr.

Louis E. Buck, Jr.

As:2 P41ition

l)cvelopment International Corporation
Senior Vice President. Secretary, and irector of Entergy Power I folding

11. L-d., Entergy l'over Operations Corporation. and Entergy Power
Operations Pakistan LDC

Senior Vice President. Secretariv and Director of Entergy Victoria LDC,
Entergy Victoria Holdings LDC, EPG Cayman Holding , EPG
Cayman Holding 1. Entergy Power CBA I folding. Ltd.. and Entergy
Power Edesur Holding, Ltd. .

Senior Vice President, Secretary, and Director of Entergy Power
International Holdings Corporation

Senior Vice President and Secretary of Entergy London, Entergy London
Limited, Entergy Nuclear, Inc., Entergy Technology Company, ETHC,
and Entergy Power Generation Corporation

Senior Vice President. Secretary, and Director of Entergy Electric Asia,
Ltd., Entergy Power Kingsnorth Ltd., and Entergy Power Chile, Inc.

Manager, Secretary, and Director of Entergy Power Chile, S.A.
Directcr of Entergy Power Pen, S.A.
Senior Vice President, Secretary, and Director of EPDC
Senior Vice President, Secretary and Director of Entergy-Richmond

Power Corporation
Vice President, Secretary, and Director of Entergy Power
Vice President of Entergy Integrated Solutions, Inc.
Secretary of Entergy Integrated Solutions, Inc.
Director of ETHC and Entergy Technology Company
Secretary of Entergy Corporation
Director of Entergy Integrated Solutions, Inc.
Director of Entergy Operations Services, Inc., and Entergy Power

Generation Corporation
Secretary of Entergy Services
Senior Vice President, Chief Legal Officer, Director, and Secretary of

Entergy Power
Assistant Secretary of Entergy Corporation

59 Vice President - Federal Governmental Affairs of Entergy Corporation
and Entergy Services

51 Vice President of Entergy Services
Vice President and Treasurer of Entergy Corporation, Entergy Arkansas,

Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy
New Orleans, System Energy, Entergy Operations, Entergy Services,
System Fuels Inc., GSG&T, Prudential Oil & Gas, Southern Gulf
Railway, and Varibus Corporation

Vice President and Treasurer of ETHC, Entergy Operations Services,
Inc., and Entergy Enterprises

Vice President and Treasurer of Entergy Nuclear, Inc., Entergy
Technology Company, and Entergy Integrated Solutions, Inc.

Vice President and Treasurer of Entergy Electric Asia, Ltd., Entergy
Power Chile, Inc., Entergy Power International Holdings Corporation,
Entergy Power Kingsnorth Ltd., Entergy Pakistan, Ltd., EP Edegel,
Inc., Entergy Power Chile, S.A., Entergy Power Asia, Inc. and Entergy
Power Generation Corporation

Vice President and Treasurer of EPDC, EPMC, Entergy Power
Operations Corporation, Entergy Power, and Entergy- Richmond
Power Corporation

Treasurer of Entergy London Limited and Entergy London
Treasurer of Entergy Mexico Ltd.
Senior 'ice President and Corporate Treasurer of United Services

Automobile Association
49 Vice President, Chief Accounting Officer and Assistant Secretarv of

Entergy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy
Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy,
Entergy Operations, and Entergy Services

Audit Controller of Entergy London and Entergy London Limited
Assistant Secretary of Entergy Arkansas, Entergy Gulf States, Entergy

Period

1995-Present

1996-Present

1996-Present

1 997-Present

1997-Present

1997-Present
1997-Present
1992-Present
1992- 1997

1994-Present
1994-Present
1993-Present
1997-Present
1994-Present
1992-1996
1996-Present

1996-Present
1993-1994

1993-1994
1989-Present

1995-Present
1995-1998

1996-1998

1997-1998

1997-Present

1996-Present

1997-Present
1996-Present
1989-1995

1995-Present

1997-Present
1995-Present
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;S':M 

Michael B. Bemis (b)

Frank F. Gallaher

Naomi A. Nakagama

!'mnitioln

l.ouisiana. tintergy Mississippi. Eintergy New Orleans, Entergy
Operations, and Entergy Services

Director of Entergy Operations Services, Inc.
Assistant Secretary of lEnterg Corporation and SvtiemETiergv
Vice President and Chief )perating Officer of Entcrg international

I loldings Ltd., LLC. .ntergy Inteniational Ltd., LLC, Entergy
International Investments No. I LLC. and Entergy International
Investments No. 2 LLC

Vice President and Chief Financial Officer of North Carolina Electric
Membership Corporation

5o Director and President of Enterav London, Entergy London Limited,
London Electricitv and CitiPowver

Executive Vice President - International Retail Operations of Entergy
Corporation and Entergy Services

Executive Vice President - Retail Services and Director of Entergy
Arkansas, Entergy Louisiana. and Entergy Mississippi

Executive Vice President - Retail Services of Entergy Corporation
Executive Vice President - Retail Services of Entergy Gulf States
Executive Vice President - Retail Services of Entergy New Orleans
Director of Entergy Gulf States
Director of Entergy New Orleans
Director of System Fuels
Director of Varibus Corporation, Prudential Oil & Gas, Inc., GSG&T.

and Southern Gulf Railway Company
Director of Entergy Services and Entergy Integrated Solutions, Inc.
Director of Entergy Enterprises

52 Group President and Chief Utility Operating Officer of Entergy
Corporation and Entergy Services

Director, Group President and Chief Utility Operating Officer of Entergy
Arkansas, Entergy Louisiana, and Entergy Mississippi

Group President and Chief Utility Operating Officer of Entergy New
Orleans

Group President and Chief Utility Operating Officer of Entergy Gulf
States

Executive Vice President of Operations of Entergy Corporation
Chairman of the Board of System Fuels
Chairman of the Board and Director of Varibus Corporation, Prudential

Oil & Gas, Inc., GSG&T, and Southern Gulf Railway Company
Chairman of the Board and Director of Entergy Operations Services, Inc.
Executive Vice President - Operations of Entergy Arkansas, Entergy

Louisiana, Entergy Mississippi, Entergy New Orleans, and Entergy
Services

President of Entergy Gulf States
Director of Entergy Gulf States
Director of Entergy Services and System Fuels
Senior Vice President - Fossil Operations of Entergy Arkansas, Entergy

Louisiana, Entergy Mississippi, Entergy New Orleans, and Entergy
Services

32 Senior Vice President - Finance and Treasurer of Entergy Corporation
Senior Vice President and Treasurer of Entergy Enterprises and Entergy

Integrated Solutions, Inc.
Vice President and Director of Entergy Electric Asia, Ltd.
Vice President and Sector Manager of Banque Nationale de Paris

(financial institution)

1996-Present
1996-Present
1997-Present

1992-1995

1997-Present

1997-Present

1992-1997

1996-1997
1993-1997
1992-1997
1994-1997
1992-1994
1992-1997
1994-1997

1996-Present
1996-1997
1997-Present

1997-Present

1997-Present

1997-Present

1996-1997
1992-Present
1993-Present

1996-Present
1993-1997

1994-1996
1993-Present
1992-Present
1992-1993

1998-Present
1998-Present

1998-Present
1990-1997

Period

(a) Mr. Lupberger is a director of First Commerce Corporation, New Orleans, LA, International Shipholding
Corporation, New Orleans, LA, and First National Bank of Commerce, New Orleans, LA.

(b) Mr. Bemis is an advisory director of Deposit Guaranty National Bank, 3ackson, MS.
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Each officer o1 Entergy Corporation is elected yearly by the Board of Directors.

Directorships shown in footnotes (a) and (b) above are generally limited to entities subject to Section 12 or
15(d) of the Securities and Exchange Act of 1934 or to the Investment Company Act of 1940.

PART It

Item 5. Market for Registrants' Common Equity and Related Stockholder Matters

Entergy Corporation

The shares of Entergy Corporation's common stock are listed on the New York Stock, Chicago Stock, and
Pacific Exchanges.

The high and low price.; of Entergy Corporation's common stock for each quarterly period in 1997 and 1996
vere as follows:

1997 1996
High Low Hieh Low

(In Dollars)

First
Second
Third
Fourth

28 3/8
27 1/2
28
30 1/4

24
22 3/8
24 1/16
23

30 3/8
28 1/2
28 518
29

26 3/8
25 1/4
24 7/8
26 3/4

Dividends of 45 cents per share were paid on Entergy Corporation's common stock in each of the quarters of
1997 and 1996.

As of February 28, 1998, there were 88,685 stockholders of record of Entergy Corporation.

For information with respect to Entergy Corporation's future ability to pay dividends, refer to Note 8,
"DIVIDEND RESTRICTIONS." In addition to the restrictions described in Note 8, PHCA provides that,
without approval of the SEC, the unrestricted, undistributed retained earnings of any Entergy Corporation subsidiary
are not available for distribution to Entergy Corporation's common stockholders until such earnings are made
available to Entergy Corporation through the declaration of dividends by such subsidiaries.
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Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans,
System Energy, and Entergy London

Therc is no market for hi Tcommon stock of Entcrgy Corporation's wholly oncd subsidiaries. Cash
dividends on common stock paid by thc subsidiaries to Entergy Corporation during 1997 and 1996. were as follows:

1997 1996
(In Millions)

Entergy Arkansas S 128.6 $ 142.8
Entergy Gulf States S 77.2 --

Entergy Louisiana S 145.4 $ 179.2
Entergy Mississippi S 59.2 S 79.9
Entergy New Orleans - S 26.0 $ 34.0
System Energy S 113.8 S 112.5
Entergy London --
Entergy S.A. -- S 0.7
Entergy Transener S.A. -- S 1.7
Entergy Argentina S.A. -- S 0.3
Entergy Argentina S.A. Ltd. -- $ 3.1

In January and February 1998, Entergy Corporation received common stock dividend payments from its
subsidiaries totaling $103.9 million. For information wNith respect to restrictions that limit the ability of System
Energy, the domestic utility companies and Entergy London to pay dividends, see Note 8. In order to improve its
capital structure, Entergy Gulf States ceased paying common stock dividends after the third quarter of 1994.
However, such dividends were resumed in the third quarter of 1997. (See "Management's Financial Discussion
and Analysis - Liquidity and Capital Resources.")

Item 6. Selected Financial Data

Entergy Corporation.. Refer to information under the heading "ENTERGY CORPORATION AND
SUBSIDIARIES SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON."

Entergy Arkansas. Refer to information under the heading "ENTERGY ARKANSAS, INC.
SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON."

Entergy Gulf States. Refer to information under the heading "ENTERGY GULF STATES, INC.
SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON."

Entergy Louisiana. Refer to information under the heading "ENTERGY LOUISIANA, INC.
SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON."

Entergy Mississippi. Refer to information under the heading "ENTERGY MISSISSIPPI, INC.
SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON."

Entergy New Orleans. Refer to information under the heading "ENTERGY NEV ORLEANS, INC.
SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON."

System Energy. Refer to information under the heading "SYSTEM ENERGY RESOURCES, INC.
SELECTED FINANCIAL DATA - FIVE-YEAR CONIPARISON."

Entergy London (Successor Company). Refer to information under the headings "ENTERGY LONDON
INVESTMENTS PLC AND SUBSIDIARY SELECTED FINANCIAL DATA" AND "LONDON
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EIIEcrRICITY PLC AND SUBSIDIARIES SELECTED FINANCIAL DATA - FOUR-YEAR
COMPARISON."

Item 7. MIana-ement's Discussion and Analvsis of Finnncial Condition and Results of Operations

Entergy Corporation and Subsidiaries. Refcr to information under the heading ENTERGY
CORPORATION AND SUBSIDIARIES MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS
- LIQUIDITY AND CAPITAL RESOURCES."' - SIGNIFICANT FACTORS AND KNOWN TRENDS,"
and -- RESULTS OF OPERATIONS."

Entergy Arkansas. Refer to information under the heading "ENTERGY ARKANSAS, INC.
MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS - RESULTS OF OPERATIONS."

Entergy Gulf States. Refer to information under the heading "ENTERGY GULF STATES, INC.
MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS - RESULTS OF OPERATIONS."

Entergy Louisiana. Refer to information under the heading "ENTERGY LOUISIANA, INC.
MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS - RESULTS OF OPERATIONS."

Entergy Mississippi. Refer to information under the heading "ENTERGY MISSISSIPPI, INC.
MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS - RESULTS OF OPERATIONS."

Entergy New Orleans. Refer to information under the heading "ENTERGY NEW ORLEANS, INC.
MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS - RESULTS OF OPERATIONS."

System Energy. Refer to information under the heading "SYSTEM ENERGY RESOURCES, INC.
MANAGEIENT'S FINANCIAL DISCUSSION AND ANALYSIS - RESULTS OF OPERATIONS."

Entergy London (Successor Company). Refer to information under the headings "ENTERGY LONDON
INVESTMENTS PLC AND SUBSIDIARY MNIANAGEMENT'S FINANCIAL DISCUSSION AND
ANALYSIS - RESULTS OF OPERATIONS" AND "LONDON ELECTRICITY PLC AND
SUBSIDIARIES MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS - RESULTS OF
OPERATIONS."

Item 7A. Quantitative and Oualitative Disclosures About Market Risk

Entergy Corporation and Subsidiaries. Refer to information under the heading "ENTERGY
CORPORATION AND SUBSII)IARIES MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS
- SIGNIFICANT FACTORS AND KNOWN TRENDS."
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Item 8. Financial Statements and Supplementarv Data.
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ENTERGY CORPORATION AND SUBSIDIARIES

REPORT OF MANAGEMENT

The management of Entergy Corporation and subsidiaries his prepared and is responsible for the financial
statements and related financial information included herein. The financial statements are based on generally
accepted accounting principles in the United States. Financial information included elsewhere in this report is
consistent with the financial statements.

To meet its responsibilities with respect to financial information. management maintains and enforces a
system of internal accounting controls that is designed to provide reasonable assurance, on a cost-effective basis, as
to the integrity, objectivity, and reliability of the financial records, and as to the protection of assets. This system
includes communication through ritten policies and procedures, an employee Code of Conduct. and an
organizational structure that provides for appropriate division of responsibility and the training of personnel. This
system is also tested by a comprehensive internal audit program.

The independent public accountants provide an objective assessment of the degree to which management
meets its responsibility for fairness of financial reporting. They regularly evaluate the system of internal accounting
controls and perform such tests and other procedures as they deem necessary to reach and express an opinion on the
fairness of the financial statements.

Management believes that these policies and procedures provide reasonable assurance that its operations are
carried out with a high standard of business conduct.

ED LUPBERGER LOUIS E. BUCK
Chairman of the Board and Chief Executive Officer Vice President, Chief Accounting Officer
of Entergy Corporation, Entergy Arkansas, and Assistant Secretary (Principal Accounting
Entergy Gulf States, Entergy Louisiana, Officer)
Entergy Mississippi, Entergy New Orleans,
and Entergy London

DONALD C. HINTZ
President and Chief Executive Officer of System Energy
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ENTERGY CORPORATION AND SUBSIDIARIES

AUDIT COlM\lIT'rEE CHAIRPERSON'S LETTER

The Entcrg Corporaticn Board of Directors' Audit Committee is comprised of five directors who are not
officers of Entergv Corporation: Dr. Paul W. Murrill, Chairperson, Lucie J. Fjeldstad, James R. Nichols, Eugene H.
Owen. and Bismark A. Steinhagen. The committee held three meetings during 1997.

The Audit Committee oversees Entergy Corporation's financial reporting process on behalf of the Board of
Directors and provides reasonable assurance to the Board that sufficient operating. accounting, and financial controls
are in existence and are adequately reviewed by programs of internal and external audits.

The Audit Committee discussed with Entergy's internal auditors and the independent public accountants
(Coopers & Lybrand L.L.P.) the overall scope and specific plans for their respective audits, as well as Entergy
Corporation's financial statements and the adequacy of Entergy Corporation's internal controls. The committee met,
together and separately, with Entergy's internal auditors and independent public accountants, without management
present, to discuss the results of their audits, their evaluation of Entergy Corporation's internal controls, and the
overall quality of Entergy Corporation's financial reporting. The meetings were designed to facilitate and encourage
private communication between the committee and the internal auditors and independent public accountants.

DR. PAUL W. NIURRILL
Chairperson, Audit Committee
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ENTERGY CORPORATION AND SUBSIDIARIES

MANAGEIMENT'S FINANCIAL DISCUSSION AND ANALYSIS

LIQUIDITY AND CAPITAL RESOURCES

Cash Flow

Net cash flow from operations for Entergy. the domesticiutility companies and System E-iergyfor the years
ended Dccember 31. 1997. 1996. and 1995, and for Entcrgy London for the year ended December 3 1. 1997. was as
follows:

1997 1996 1995
(In Millions)

Entergy $ 1,725 S 1,528 S1,504
Entergy Arkansas S 434 S 377 S 338
Entergy Gulf States S 466 S 322 $ 401
Entergy Louisiana S 341 S 352 S 385
Entergy Mississippi $ 159 S 182 5 185
Entergy New Orleans $ 49 S 44 S 99
System Energy S 278 S 287 S 96
Entergy London S 51 N/A N/A

The positive cash flow from operations for the domestic utility comparues results from continued efforts to
streamline operations and to reduce costs, as well as from collections under rate phase-in plans that exceed current
cash requirements for the related costs. In the income statement, these revenue collections are offset by the
amortization of previously deferred costs; thus, there is no effect on net income. These phase-in plans still continue
to contribute to Entergy's cash position in the immediate future. Specifically, the Grand Gulf 1 phase-in plans will
expire in September 1998 for Entergy Arkansas and Entergy Mississippi, and in 2001 for Entergy New Orleans.
Entergy Gulf States' phase-in plan for River Bend expired in February 1998, and Entergy Louisiana's phase-in plan
for Waterford 3 expired in June 1997. Competitive growth businesses contributed S104 million to Entergy
Corporation's cash flow from operations in 1997. In accordance with the purchase method of accounting, London
Electricity's results of operations are not included in. Entergy Corporation and Subsidiaries' Statements of
Consolidated Cash Flows prior to February 1, 1997, the effective date of the acquisition of London Electricity.

Financing Sources

As discussed in Note 13, Entergy London acquired London Electricity for $2.1 billion in February 1997.
The acquisition was financed with $1.7 billion of debt that is non-recourse to Entergy Corporation, and $392 million
of equity provided by Entergy Corporation from available cash and borrowings under its $300 million line of credit.
Entergy London refinanced a portion of this debt during the fourth quarter of 1997 through the issuance of $300
million of quarterly income preferred securities. Subsequent to the refinancing, the debt is now an obligation of
Entergy UK Limited, an indirect, wholly-owned subsidiary of Entergy Corporation. However, the obligation is
reflected in the financial statements of Entergy London because the facility is guaranteed by Entergy London, Entergy
UK Limited's indirect, wholly-owned subsidiary. Entergy London recognizes the interest expense associated with
this debt in its financial statements, with a credit to shareholder's equity for the same amount. This credit to
shareholder's equity offsets dividends as they are declared from Entergy London to Entergy UK Limited. These
dividends are the funding mechanism for Entergy UK Limited to service this debt. Management intends to declare
future dividends from Entergy London to enable Entergy UK Limited to continue to service this debt.
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London Electricity is Entergv London's sole invcstment and only asset. Entergy London is therefore
dependent upon dividends from London Electricity for all of its cash flow. In addition to London Electricity's cash
flow from operations, Entergy London has other primary sources of liquidity including London Electricity's several
uncommitted credit lines provided by banking institutions, and London Electricitv's commercial paper program. In
addition. London Electricity intends to use availability under existing facilities. or replacements thereof, to finance its
remaining payment of Windfall profits taxes in December 1998, hich will total approximately SI 17 million
(approximately BPS70 million).

Management believes that cash flow from operations, together with Entergy London's existing sources of
credit and the restructuring of its credit facilities in November 1997, vill result in sufficient financial resources being
available to meet Entergy London's projected capital needs and other expenditure requirements for the foreseeable
future. London Electricity has represented to the Regulator, in connection with its PES license, that it will use all
reasonable endeavors to maintain an investment grade rating on its long-term debt.

Entergy Mississippi issued a series of general and refunding mortgage bonds in June 1997 totaling 65
million, the proceeds of which were used to meet a scheduled July 1, 1997 debt maturity. Excluding the London
Electricity investment and the Entergy Mississippi bond issuance, cash from operations, supplemented by cash on
hand, was sufficient to meet substantially all investing and financing requirements of the domestic utility companies,
System Energy, and Entergy London, including capital expenditures, dividends, and debt/preferred stock maturities
during 1997.

Entergy's domestic utility companies other than Entergy Mississippi have been able to fund their capital
requirements with cash from operations as discussed above in Cash Flow." Should additional cash be needed to
fund investments or to retire debt, the domestic utility companies and System Energy each have the ability, subject to
regulatory approval and compliance ith issuance tests, to issue debt or preferred securities to meet such
requirements. In addition, to the extent market conditions and interest and dividend rates allow, the domestic utility
companies, System Energy, and Entergy London will continue to refinance and/or redeem higher cost debt and
preferred stock prior to maturity. See Note 10 for a discussion of the refinancing by Entergy Louisiana. Entergy's
domestic utility companies and Entergy London may continue 'to establish special purpose trusts or limited
partnerships as financing subsidiaries for the purpose of issuing quarterly income preferred securities, such as those
issued in 1996 by Entergy Louisiana Capital I and Entergy Arkansas Capital 1, and those issued in 1997 by Entergy
Gulf States Capital and Entergy London Capital L.P. Entergy Corporation, the domestic utility companies, System
Energy, and Entergy London also have the ability to effect short-term borrowings. See Notes 4, 5, 6, 7, and 9 for
additional information on Entergy's capital and refinancing requirements in 1998-2002 and available lines of credit.

Financing Uses

Management believes that productive investment by Entergy is integral to enhancing the long-term value of
its common stock. Entergy has been expanding its investments in business opportunities overseas as well as in the
United States. As of December 31, 1997, Entergy had acquired or participated in foreign electric ventures in
Australia, Argentina, Chile, China, Pakistan, Peru, and the UK and had acquired several teleconnunications-based
businesses in the United States. The ability of Entergy Corporation to provide additional capital to exempt wholesale
generators or foreign utility companies currently is subject to the SEC's regulations under PUHCA. Absent SEC
approval, these regulations limit the aggregate amount that Entergy may invest in foreign utility companies and
exempt wholesale generators to 50% of consolidated retained earnings at the time an investment is made. As of
November 1997, Entergy Corporation no longer had capacity to make additional investments under these regulations
without SEC approval. Entergy has applied to the SEC to obtain additional authority to make such investments, and
is also exploring means of raising capital for other foreign investments in a manner not inconsistent with these
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regulations. As of December 3 1. 1997. Entergy Corporation had a net investment of 51.3 billion in equity capital in
competitive growth businesses. See Note 13 for a discussion of Entergy London's acquisition of London Electricity
effective Februarv 1, 1997.

To make capital investments. fund its subsidiaries. and pay dividends. Entcrgy Corporation wvill utilize
internally generated funds, cash on hand, funds available under its bank credit facilities, funds received from its
dividend reinvestment and stock purchase plan, and bank financings, as required. See Note 5 for information
regarding proceeds from the issuance of common stock under Entergy Corporation's dividend reinvestment and stock
purchase plan during 1997. See Note 9 for a discussion of capital requirements. Entergy Corporation receives funds
through dividend payments from its subsidiaries. During 1997, such dividend payments from subsidiaries totaled
$550.2 million. Entergy Gulf States resumed paying common stock dividends in the third quarter of 1997. In 1997,
Entergy Corporation paid 438 million of cash dividends on its common stock. Declarations of dividends on
Entergy's common stock are made at the discretion of its Board of Directors. See Note 8 for information on dividend
restrictions.

Entergy London's primary need for liquidity is to pay interest on its debt, and management believes that it
* ill receive sufficient dividends from London Electricity to make such payments. Entergy London believes that
London Electricity %vill be able to distribute all cash flow generated in excess of amounts necessary for London
Electricity to conduct its business in compliance with its PES License.

Enterzy Corporation and Enterev Gulf States

See Notes 2 and 9 regarding River Bend and Cajun litigation. During the fourth'quarter of 1997, Entergy
Gulf States established reserves of $381 million ($227 million net of tax) for the'probable effects of the agreement in
principle as discussed in Note 2. Final resolution of these matters could negatively affect Entergy Gulf States' ability
to obtain financing, which in turn could affect Entergy Gulf States' liquidity and ability to pay common stock
dividends to Entergy Corporation. See Note 2 for information related to the proposed agreement in principle between
the parties to the Entergy Gulf States rate proceedings in Texas.

Enteray Corporation and Svstem Enerv

Under the Capital Funds Agreement, Entergy Corporation has agreed to supply System Energy ith
sufficient capital to maintain System Energy's equity capital at a minimum f 35% of its total capitalization
(excluding short-term debt), to permit the continued commercial operation of Grand Gulf 1, and to pay in full all
indebtedness for borrowed money of System Energy when due. In addition, under supplements to the Capital Funds
Agreement assigning System Energy's rights thereunder as security for specific debt of System Energy, Entergv
Corporation has committed to make cash capital contributions, if required, to enable System Energy to make
payments on such debt when due. The Capital Funds Agreement may be terminated by the parties thereto, subject to
consent of certain creditors.
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Domestic Competition and Industry Challen2es

The electric utility industry traditionally has operated as a regulated monopoly in which there was little
opportunity for direct competition in the provision of electric service. The industrv is nov undergoing a transition to
an environment of increased retail and wholesale competition. The causes of the movement toward competition are
numerous and complex. They include legislative and regulatory changes, technological advances, consumer
demands, relative cost and availability of natural gas and other fuels, environmental regulations, and other factors.
The increasingly competitive environment presents opportunities to compete for new customers, as well as the risk of
loss of existing customers. The following issues have been identified by Entergy as its major competitive challenges.

Open Access Transmission

In response to FERC Order No. 888, which was issued in 1996 and requires that all public utilities subject to
FERC jurisdiction provide comparable wholesale transmission access through the filing of a single open access tariff,
Entergy Services filed on behalf of the domestic utility companies a request for clarification and rehearing of the
following four issues: (i) the special nature and treatment of stranded nuclear decommissioning costs; (ii) the
reciprocity rules applicable to rural electric cooperatives; (iii) the functional unbundling requirements for registered
holding companies; and (iv) the nature of network service. The request for rehearing remains pending.

FERC also issued Order No. 889 in 1996, prescribing the requirements and procedures for the
implementation and maintenance of an open access same-time information system by each public utility. In addition,
FERC issued a notice of proposed rulemaking concerning capacity reservation tariffs as the next phase of its efforts
to promote wholesale competition. In July 1996, Entergy Services filed an open access pro forma tariff on behalf of
the domestic utility companies.

In September 1996, FERC issued an order revising the original requirement that open access same-time
information service sites and standards of conduct be in place for all transmission providers by November 1, 1996.
FERC scheduled the operation of open access same-time information service sites to begin on a test basis in
December 1996, with full commercial operation and compliance with the standards of conduct beginning in January
1997. In January 1997, Entergy Services filed its standards of conduct with FERC and an open access same-time
information site was established. In July 1997, Entergy Services filed its wholesale transmission open access
compliance tariff incorporating the requirements of FERC Order No. 888-A.

Transition to Competition Filings

Entergy has initiated discussions with its state and local regulators regarding an orderly transition to a more
competitive market for electricity. As discussed in more detail in Note 2, each of the domestic utility companies
made filings in 1996 or 1997 faith their respective state or local regulators concerning the transition to competition.
These filings called for the accelerated recovery of the companies' nudlear investment and nuclear-related purchase
obligations over a seven-year period and for the protection of certain classes of ratepayers from possibly unfairly
bearing the burden of cost shifting which may result from competition. The majority of the domestic utilitv
companies' current net investment in nuclear generation shown in Note I was included in the proposals for
accelerated recovery filed with state and local regulators.
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Retail and Wholesale Rate Issues

The retail regulatory philosophy is shifting in some jurisdictions from traditional cost-of-service regulation to
incentivc-rate regulation: Incentive and performance-based rate plans encourage efficiencies and productivity while
permitting utilities and their customers to share in the results. Entergy Mississippi and Entergy Louisiana have
implemented incentivc-rate plans, although Entergy Louisiana's plan has now expired.

Several of the domestic utility companies have recently been ordered to grant base rate reductions and have
refunded or credited customers for previous overcollections of rates. The continuing pattern of rate reductions
reflects both lower costs of service ordered by regulators and the competitive environment in which the domestic
utilities operate. See Note 2 for additional discussion of rate reductions and incentive-rate regulation, as well as a
proposed System Energy rate increase.

Leoislative Activity

Retail wheeling is the transmission and/or distribution by an electric utility of energy produced by another
entity over the utility's transmission and distribution system to a retail customer in the electric utility's area of
service. California, Rhode Island, New Hampshire, Massachusetts, Montana, Oklahoma, Illinois, and Pennsylvania,
among others, have begun the restructuring of the utility industry vithin their respective states. Most other states
have initiated studies of industry restructuring. Included in many of these restructuring plans and studies are
provisions or proposals allowing utilities to have a reasonable opportunity to recover investments in utility plant that
have previously been determined to be prudently incurred. However, some states have not allowed full recovery of
such investments. Within the areas served by the domestic utility companies, formal proceedings to study retail
competition/industry restructuring are being conducted by the LPSC, the MPSC, the PUCT, and the Council.

A number of bills have been introduced in the U.S. Congress calling for deregulation of the electric power
industry. Included among these are some that would amend or repeal PUHCA and/or PURPA. These bills generally
have provisions that would give consumers the ability to choose their own electricity service provider. The Energy
and Power Subcommittee of the Commerce Committee of the U.S. House of Representatives held hearings on this
issue in October 1997, at which it was agreed that a consensus approach to electricity deregulation was needed.
However, no agreement has been reached as to a specific approach.

Entergy Gulf States was'an active participant in discussions aimed at developing legislation relating to
electric utility industry restructuring and competition in' the Texas Legislature. However, no such legislation wvas
passed before the Legislature adjourned in June 1997. 'The legislature %vill not reconvene until January 1999, by
which time Entergy Gulf States expects that the PUCT wvill have acted on the transition to competition filing of
Entergy Gulf States.

The Arkansas Senate has passed a resolution requesting a study of the impact of electric utility industry
competition on the citizens of Arkansas, the electric utility industry, and the regulator) authority of the APSC. This
study, to be performed by a joint legislative committee of the Arkansas General Assembly, began in December 1997,
and is expected to conclude prior to the 1999 legislative session.
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The SEC issued Rule 58 under PUHCA. hich became effective on MSearch 22, 1997, permitting-registered
public utility holding companies such as Entergy to enter into an array of energy-related businesses for which
specific approval had previously been required. These businesses include, among other things, management,
operations and maintenance contracting for energy-related facilities, energy efficiency contracting, and the sale and
servicing of a range of electric appliances and equipment. EPMIC and Entergy Holdings, Inc., wholly-owned
subsidiaries of Entergy Corporation, now operate pursuant to Rule 58. EPNIC terminated its EWG status shortly
after Rule 58 became effective.

Municipalization

In some areas of the country, municipalities whose residents are served at retail by investor-owned utilities
are exploring the possibility of establishing new electric distribution systems, or extending existing ones. In some
cases, municipalities are also seeking new delivery points in order to serve retail customers, especially large
industrial customers, that currently receive service from an investor-owned utility. Where successful, the
establishment of a municipal system or the acquisition by a municipal system of a utility's customers could result in
the utility's inability to recover costs that it has incurred for the purpose of serving those customers.

Industry Consolidation

Another factor in the transition to competition nationwide is the continuing and accelerating trend of utility
mergers and joint ventures. A significant trend over the last several years has been the combination of electric
utilities and gas pipeline and/or distribution companies. Such mergers and joint ventures for the same purpose are
expected to continue.

Functional Unbundling

An additional trend is the unbundling of traditional utility functions. In some areas of the country, utilities
have either sold or are attempting to sell all or a substantial portion of their generation assets and still become, in
large part, suppliers of transmission and/or distribution services only.

Effects of Alternate Energy Sources on Retail Electric Sales to Industrial and Large Commercial Customers

Many industrial and large comnmercial customers of the domestic utility companies have energy intensive
needs. These customers are exploring available energy alternatives such as fuel switching, cogeneration, self-
generation, production shifting, and efficiency measures in an effort to reduce their energy costs. To the extent that
customers avail themselves of these options, the domestic utility companies may suffer a loss of load.

Recognizing the options that customers might pursue, the domestic utility companies, in particular, Entergy
Gulf States and Entergy Louisiana, have negotiated electric service contracts with large industrial and.commercial
customers for the purpose of retaining the load represented by these customers. Electric service under such
agreements may be provided at tariffed rates lower than would otherwise be applicable. W^hile the results of
operations of the domestic utility companies have not thus far been materially adversely affected as a result of the
negotiation of retail electric service agreements with industrial and large commercial customers, this has been due in
large measure to the utilities' success in reducing costs, overall load growth, increasing sales to all customer classes,
and the regulatory treatment accorded to negotiated electric service agreements. In view of the likelihood of increased
competition in the electric utility business in the future, there can be no assurance that at risk industrial and large
commercial customers will continue to be retained by the domestic utility companies.
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In 1995, Entcrgy Louisiana recci'ed separate notices from two large industrial customers that they were
proceeding with proposed cogeneration projects for the purpose of fulfilling their future electric energy needs. In
1997, net income decreased by approximately $6 million and sales declined by 1.662 megawatt hours from the prior
year, as a result of these customers proceeding 'with their proposed cogeneration projects. These customers wtill
continue to purchase energy from Entergy Louisiana. but at a reduced level.

Change in Contract with Steam Customer

In 1996, Entergy Gulf States entered into agreements concerning a steam generating station that historically
had been dedicated to providing steam and cogenerated electricity for a large industrial customer. Under these
agreements, the generating facility was leased to the customer, but Entergy Gulf States continues to operate the
facility. The customer is spending approximately $190 million to make major improvements to the facility, including
a new 150 MINV gas turbine generator. As a result of these agreements, which 'were entered into with the expectation
that the customer otherwise would terminate its contracts with Entergy Gulf States and construct its own generating
facilities, Entergy Gulf States' revenues from this customer are being reduced by approximately $33 million annually
from the 1996 level of revenues, beginning in August 1997, and Entergy Gulf States' net income is being reduced by
approximately $15 million annually. Revenue from this customer amounted to S44 million and S59 million in 1997
and 1996, respectively.

Domestic and Foreign Competitive Growth Businesses

Entergy Corporation seeks opportunities to expand its foreign businesses and its domestic businesses that
are not regulated by state and local regulatory authorities. Such business ventures currently include power
development and operations and retail services related to the utility business. Refer to "MANAGEMENT'S
FINANCIAL DISCUSSION AND ANALYSIS - LIQUIDITY AND CAPITAL RESOURCES" for a
discussion of Entergy Corporation's 1997 investments in domestic and foreign nonregulated businesses. These
investments may involve a greater risk than domestically regulated utility enterprises. In 1997, Entergy
Corporation's competitive growth businesses reduced consolidated net income by approximately $139 million
principally due to the impact of a vindfall profits tax in the UK, which was partially offset by a reduction in the UK
corporation tax rate, as discussed in more detail below in "Windfall Profits Tax". Excluding the impact of these
and other non-recurring items, the competitive growth businesses contributed $51 million to consolidated net income
during 1997.

In an effort to expand into new energy-related businesses, Entergy has begun to commercialize the fiber
optic telecommunications network that connects its facilities and supports its internal business needs. Entergy
provides long-haul fiber optic capacity to major telecommunications carriers which, in tum, market that service to
third parties. The Telecommunications Act of 1996 permits a company such as Entergy to market such a service,
subject to state and local regulatory approval. This law contains an exemption from PUHCA that will permit
registered utility holding companies to form and capitalize subsidiaries to engage in telephone, telecornmunications,
and information service businesses without SEC approval. However, the law requires that such telecommunications
subsidiaries file for exemption from regulation with the Federal Communications Comrnission, and that they not
engage in transactions with utility affiliates within their holding company systems or acquire utility affiliates' rate-
based property without state or local regulatory approval.

EPMC, which w as created in 1995 to become a buyer and seller of electric energy and generating fuels,
operates pursuant to Rule 58 under PUHCA. In February 1996, FERC approved sales of electricit by EPMC at
market-based rates. Such approval allows EPMC to provide wholesale customers with a variety, of services,
including physical trading. An application before the SEC seeking additional authority for EPMC to purchase and
sell derivative contracts relating to electricity, gas, and fuels was approved in January 1998.
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On Dccember 8. 1996. Entergv made a formal cash offer to acquire London Electricity for S2.1 billion.
London Electricity is an REC serving approximatelv to million customers in the metropolitan area'of London.
England. The offer was approved by authorities in the UK and was made unconditional on February 7, 1997.
Entergy subsequently gained control of 100% of the common shares of London Electricitv. The acquisition was
financed with SI .7 billion of debt that is non-rccourse to Entergy Corporation. and S392 million of equity provided
by Entergy Corporation from available cash and borrowings under its S300 million line of credit, which has since
been refinanced (sce Note 7). Entergy has accounted for the transaction as a purchase and accordingly has included
the results of London Electricity in its consolidated results of operations effective February 1, 1997.

Through its London Electricity acquisition, Entergy expects to gain valuable experience in the deregulated
UK electricity market, in anticipation of the deregulation of the electricity market in the United States. London
Electricity has already experienced seven years of a partially competitive supply environment and expects to be in a
fully competitive supply market beginning in late 1998. In conjunction with the acquisition of London Electricity,
Entergy established an international retail operations group to coordinate retail electric operations in the UK,
Australia, and Argentina.

In September 1997, EPDC acquired KPL for S67 million. KPL owns land in Southeast England and certain
rights to build a power station. The acquisition of KPL was financed by borrowings under a BPS50 million ($82
million) credit facility with an international bank, which has since been increased to BPS 100 million ($165 million).
In early October 1997, EPDC announced construction of a 770 MW combined cycle gas turbine merchant power
plant on the KPL site to be known as Damhead Creek. Construction is cheduled to begin in April 1998, at an
estimated cost of $625 million. The target date for commercial operation is the second quarter of 2000. Financing
and other project requirements are currently in the final stages of development

In December 1997, SCC, a wholly-owned subsidiary of EPDC, entered into a BPS646 million (1.07 billion)
nonrecourse credit facility with an international bank group for the construction of 1,200 MW gas-fired power plant
in Hull, England. The power plant will sell power into the UK power pool at prices established by the market. SCC
entered into a lump-sum contract to build the power plant with a major international contractor. SCC has also
entered into a series of contracts including a long-term ground lease for the site, a long-term gas supply agreement
including take-or-pay obligations, and a long-term power supply with the industrial host. In connection with an
equity contribution obligation to SCC, EPDC provided a BPS48 million (S79 million) letter of credit under a
BPS100 million (S165 million) revolving credit facility. Entergy Corporation has issued a S170 million guaranty of
EPDC's obligations under the revolving credit facility. The total cost of this project currently is estimated to be
approximately S875 million and the project is expected to be operational by January 2000.

In 1997, Entergy continued to expand and diversify its domestic and foreign businesses. Such efforts
included the formation of a joint venture (Entergy Hyperion Telecommunications) to offer competitive local access
telephone services to business customers in the metropolitan areas of Little Rock, Arkansas, Jackson, Mississippi,
and Baton Rouge, Louisiana. Entergy Nuclear, Inc., a wholly-owned subsidiary of Entergy Enterprises, entered into
an agreement to provide management services for initial decommissioning activities (through September 30, 1998) at
the Maine Yankee nuclear plant, owned by the Maine Yankee Atomic Power Company, whose board of directors
announced in August 1997 the permanent closure of the plant.

Entergy also continued its expansion into the electronic security service field in 1997 through the acquisition
by Entergy Security Company (a wholly-oxvned subsidiary of ETHC) of the Ranger American group of companies, a
leading provider of electronic securitv' services in the largest cities in Texas and in Atlanta, Georgia, which has
approximately 140,000 customers and annual revenues of approximately $53 million. The aggregate purchase price
(comprised of Entergy common stock and cash) was approximately $61 million.
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As a part of its fforts to reposition itself in the evolving international power market, Entergy sold all or part
of its interests in various power development projects for proceeds of S64 million, realizing after-tax gains of
$17.6 million. Entergy Power Chile. S. Aan indirect vholly-owned subsidiary of Entergy Power purchased a 25%
interest in the San Isidro project, a 370 MW gas-fired. combined cycle generating facility under construction in Chile.
Entergy also announced in 1997 that, through a joint venture entered into by a subsidiary, it commenced construction
of a 24 MW cogeneration plant in Nantong, China.

Forei2n Distribution and Supply

On April 1, 1995, 1996, and 1997 certain reductions in London Electricity's allowed distribution revenues
were made by the Regulator. Such allowed distribution revenues were reduced by 14% and 11% on April 1, 1995
and April 1, 1996, respectively, following reviews by the Regulator. On April 1, 1997, London Electricity's allowed
distribution revenues were further decreased by 3%, with further annual reductions of 3% to occur on April 1, 1998
and 1999. London Electricity is pursuing a number of cost efficiency initiatives in an attempt to partially offset the
expected price decreases. Such efficiencies will include voluntary early retirement programs, work force reductions,
and labor cost realignment, and are expected to generate substantial cost savings when fully implemented by fiscal
vear 2001. The one-time cost of such savings will be approximately $58 million. which has been provided for by
London Electricity.

At present, London Electricity has an exclusive right in its franchise area to supply electricity to customers
with demand of less than 100 KW. In late 1998, this segment of the supply business wvill become open to
competition, subject to a six-month transition period. See Note 2 for additional information related to expanded
competition in the supply business and London Electricity's expected expenditures in preparation for full competition
in supply by June 1999 and the Regulator's proposals regarding recovery of such costs.

On July 1 in each of the years 1997 through 2000 certain adjustments to Entergy's Australian subsidiary's
(CitiPower's) allowed distribution revenues have been made by CitiPower's regulator. Such distribution revenues
have been and will be adjusted by 1% less than the change in the consumer price index for each of the respective
years. CitiPower has implemented certain cost efficiency and marketing initiatives to mitigate the impact of such
revenue adjustments.

At present, CitiPower has an exclusive right in its franchise area to supply electricity to customers with
annual usage of less than 750 MWH. In July 1998 and January 2001, CitiPower customers with annual usage of
between 160 MWH to 750 MWH and less than 160 MVI, respectively, will become open to supply business
competition.

Retail prices for CitiPowver's non-franchise supply customers are subject to competitive market forces and
are not regulated except for network tariffs, which are' bised on a maximum average charge' incorporating annual
price changes of 1.5% less than the change in he consumer price index plus full recovery of transmission charges.
These controls will apply through the year 2000.

The London Electricity and CitiPower supply businesses generally involve entering into fixed price contracts
to supply electricity to customers who have become subject to competition. The electricity is obtained primarily by
purchases on a spot basis in which prices can be volatile. London Electricity and CitiPower are exposed to risks
arising from differences between the fixed prices at which they sell electricity and the fluctuating prices at which
electricity is purchased unless such exposure can be effectively hedged. This risk wvill be extended to additional
supply business customers as described above as they become subject to competition.
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To mitigate its exposure to volatility. London Electricity utilizes contracts for differences ("CFDs") and
power purchase contracts with certain UK generators to fix the price of electricity for a contracted quantity over a
specific period of time. As of December 31. 1997. London Electricity had outstanding CFDs and power purchase
contracts for approximately 40,000 GWH of electricity. These include a long term power purchase contract with an
affiliate, which is based on 27.5% of the affiliate's capacity from its 1000 NW facility through the year 2010.
London Electricity's sales volumes were approximately 18,000 GWH for 1997. Management's estimate of the fair
%alue of London Electricity's CFDs outstanding at December 31, 1997 is that fair value approximates contract value.

In accordance with the debt covenants included in the financing provisions of the CitiPower. acquisition,
CitiPower must hedge at least 80% of its energy purchases. CitiPower's current strategy is to hedge approximately
100% of its forecasted energy purchases through energy trading swaps entered into with certain generators. At
December 31, 1997 CitiPower has outstanding energy trading swaps totaling a notional amount of 38,372 NV of
average daily load of electricity. These contracts mature through the year 2000. Management's estimate of the fair
value of such swaps outstanding at December 31, 1997 is a net liability of approximately $86.1 million.

The potential exists for additional distribution price reductions in both the UK and Australia. Cost efficiency
initiatives may not result in sufficient savings to offset price reductions. Price reductions are mitigated by the
inclusion of the general index for inflation in the determination of allowed revenues.

Windfall Profits Tax

As a result of Parliamentary elections held on May 1, 1997. the Labour Party gained control of the UK
Government. On July 31, 1997, the British government enacted a one-time "windfall profits tax" on privatized
industries, including regional electric utilities such as London Electricity. London Electricity's windfall profits tax
liability is approximately BPS140 million (approximately $234 million), which will not be deductible for UK
corporation tax purposes. Payment of the tax is required in two equal installments, the first of which was paid on
December 1, 1997, and the second due on December 1, 1998.

The UK Government also decreased the UK corporation tax rate from 33% to 31%, effective April 1, 1997.
In accordance with SFAS 109, "Accounting for Income Taxes", this reduction resulted in a one-time reduction in
income tax expense of approximately BPS38 million (approximately S65 million).The liability for the windfall profits
tax (with a corresponding increase in income tax expense) and the reduction in London Electricity's deferred income
tax liability (with a corresponding reduction in income tax expense) were recorded in July 1997.

Waterford 3

On January 6, 1997, Waterford 3 received from the NRC its SALP report for the period April 29, 1995
through November 30, 1996. During this period, observed performance declined from the previous SALP report,
and three of the four functional areas received lower ratings. Waterford 3 personnel are meeting with NRC personnel
periodically, and significant Waterford 3 management changes have been effected in order to address these matters.
Additionally, Waterford 3 has instituted a multi-year program to improve performance and is incurring additional
costs in doing so.

A scheduled 45-day refieling outage for the Waterford 3 nuclear plant began on April 12, 1997. Additional
work and to minor incidents caused the outage to be extended from May 27 to mid-June. On May 28, 1997. a
start-up transformer at Waterford 3 failed due to an internal fault. A replacement transformer was located and
shipped to Waterford 3, where certain plant configuration changes were made to facilitate its installation. After
installation of the replacement transformer, the plant was restarted on July 29, 1997.
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Caiun - River Bend

On October 7 1997, the RUS elected not to become the transferee of Cajun's 30% interest in River Bend.
Accordingly. under the terms of the Cajun Sttlemcnt. Cajun's interest in River Bcnd was transferred -by Cajun's
Trustee in Bankruptcy to Entergy Gulf States on December 23, 1997. As a result, Entergy Gulf States recorded this
30% interest at $ 139 million based on management's estimate of the fair value of the asset at the time of the transfer.
Entergy Gulf States recorded a corresponding gain of $139 million in its results of operations in 1997 to reflect this
transfer. This portion of River Bend will not be subject to cost of service regulation. In connection with the transfer,
Cajun established a trust fund in the amount of S132 million to satisfy its obligation for decommissioning its 30%
share of the plant. See Note 9 for additional information.

Labor Aereements

In April 1997, Entergy Gulf States and a union representing 1,000 employees in Texas and Louisiana signed
a two-year labor contract (expiring August 14, 1999). The contract stipulates that no layoffs will occur in the next
two years and wages will be increased 3% per year in 1997 and 1998.

In July 1997, Entergy Operations and the union representing 317 employees at River Bend and Entergy
Mississippi and the union representing 400 of its employees signed to-year labor contracts for the period from
October 1998 to October 2000 which stipulate that no layoffs of covered employees Xvill occur over the next two
years and that wages will be increased 3% in each of the next two years.

Deregulated Utility Operations

Entergy Gulf States discontinued regulatory accounting principles for its wholesale jurisdiction and steam
department and the Louisiana deregulated portion of River Bend during 1989 and 1991, respectively. The operating
income from these operations was $19.7 million in 1997, $13.9 rrullion in 1996, and $1.2 million in 1995.

The increase in 1997 net income from deregulated operations was primarily due to decreased steam
department expenses, partially offset by reduced wholesale jurisdiction revenues. The increase in 1996 net income
from such operations was principally due o increased revenues, partially offset by increased depreciation. The
future impact of the deregulated utility operations on Entergy and Entergy Gulf States' results of operations and
financial position will depend on future operating costs, the efficiency and availability of generating units, the future
market for energy over the remaining life of the assets, the operation of the steam generating station leased to a large
industrial customer described above in "Change in Contract with Steam Customer", and the' recoverability through
nonregulated power sales of the $139 million of net book value of the 30% of River Bend previously owned by
Cajun. See "Caiun - River Bend" above.

Property Tax Exemptions

Waterford 3's local property tax exemptions expired in December 1995. In a March 1996 LPSC order,
Entergy Louisiana wvas permitted to defer recovery of the estimated Waterford 3 property tax from January 1996
through June 1996. The order allowed the recovery of the property tax beginning in July 1996 and for recovery,
from July 1996 through June 1997, of the related deferral. Entergy Louisiana paid property taxes of $18.9 million
on Waterford 3 in 1997.

River Bend's local property tax exemptions expired in December 1996. The 1997 property tax was
approximately $12.9 million. The portion of the property tax related to the Texas jurisdiction wvas included in the
rate proceeding filed with the PUCT in November 1996 and in the fourth required Merger-related earnings review
filed with the LPSC in May 1997.
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Accounting Issues

Continued Application of SFAS 71

The electric utility industry is moving toward a combination of competition and a modified regulatory
environment. The domestic utility companies' and System Energy's financial statements currently reflect, for the
most part, assets and costs based on existing cost-based ratemaking regulations in accordance with SFAS 71,
"Accounting for the Effects of Certain Types of Regulation" (SFAS 71). Continued applicability of SFAS 71 to the
domestic utility companies' and System Energy's financial statements requires that rates set by an independent
regulator on a cost-of-service basis be charged to and collected from customers for the foreseeable future.

In the event that all or a portion of a utility's operations cease to meet those criteria for various reasons,
including deregulation, a change in the method of regulation, or a change in the competitive environment for the
utility's regulated services, the utility is required to discontinue application of SFAS 71 for the relevant portion of its
operations by eliminating from the balance sheet the effects of any actions of regulators recorded as regulatory assets
and liabilities. Discontinuation of the application of SFAS 71 could have a material adverse impact on Entergy's
financial statements.

The SEC has expressed concern regarding the continued applicability of SFAS 71 to the financial statements
of electric utilities that have been ordered by regulators to adopt transition to competition plans or are in the process
of participating with the state legislatures and/or regulators in the development of such plans. While such plans may
call for rate caps or decreases, they generally provide for recovery of investments in uneconomic or noncompetitive
generating plants and other regulatory assets (together defined as stranded costs). The SEC is concerned that
portions of entities subject to such plans may not meet the criteria for the continued application of SFAS 71.

During 1997, EITF 97-4: "Deregulation of the Pricing of Electricity - Issues Related to the Application of
FASB Statements No. 71 and 101" was issued, specifying that SFAS 71 should be discontinued at a date no later
than when the details of the transition to competition plan for all or a portion of the entity subject to such plan are
lnown. However, other factors could cause the discontinuation of SFAS 71 before that date. Additionally, EITF 97-
4 promulgates that regulatory assets to be recovered through cash flows derived from another portion of the entity
which continues to apply SFAS 71 should not be written off; rather, they should be considered regulatory assets of
the segment which will continue to apply SFAS 71.

The domestic utility companies' and System Energy's financial statements continue to apply SFAS 71 for
their regulated operations, except for those portions of Entergy Gulf States' business described in "Deregulated
Utility Operations" above. Although discussions with regulatory authorities regarding retail competition have
occurred and are expected to continue, definitive outcomes have not yet been deternined; therefore, the regulated
operations continue to apply SFAS 71. See Note 1 for additional discussion of Entergy's application of SFAS 71.

Accounting for Decommissioning Costs

In February 1996, the FASB issued an exposure draft of a proposed SFAS addressing the accounting for
decommissioning costs of nuclear generating units as well as liabilities related to the closure and removal of all long-
lived assets. See Note 9 for a discussion of proposed changes in the accounting for decommissioning/closure costs
and the potential impact of these changes on Entergy.
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Year 2000 Issues

Like many companies, Entergy is currently evaluating its computer softvare, databases. embedded
microprocessors, suppliers, and other constituent relationships to determine the extent to which modifications arc
required to prevent problems related to the year 2000, and the resources which ill be required to make such
modifications. These problems could result in malfunctions in certain softfvarc applications, databases, computer
equipment, and supplier performance with respect to dates on or after January 1. 2000, unless corrected. Entergy has
been working on the above mentioned modifications and contingencies throughout most of 1997, and %vill continue
these efforts throughout 1998 and into 1999. Preliminary estimates of the total costs to be incurred by Enterg's
global enterprises in 1998 through mid-2000 are approximately S95 million. Maintenance or modification costs will
be expensed as incurred, while the costs of new software will be capitalized and amortized over the softfvare's useful
life in accordance with EITF 96-14: "Accounting for the Costs Associated with Modifying Computer Software for
the Year 2000."

Market Risks

Entergy uses derivative instruments to manage the interest rate risk associated with certain of its variable rate
credit facilities, the currency exchange rate risk for interest payments associated with its Entergy London Perpetual
Junior Subordinated Debentures (Debentures), and the commodity price risk associated with its foreign electricity
supply and domestic energy marketing businesses.

Entergy uses interest rate swaps to reduce the impact of interest rate changes on its CitiPower and Entergy
London variable rate credit facilities. The interest rate swap agreements involve the exchange of floating rate interest
payments for fixed rate interest payments over the life of the agreements. As of December 31, 1997, 77% of the
outstanding variable interest rate borrowings on these credit facilities vere converted to fixed interest rates through
interest rate svaps. The potential loss in fair value from these positions resulting from a hypothetical 10% adverse
movement in base interest rates is estimated at $29 million as of December 31, 1997. See Note 7 for further
discussion of these swaps.

Entergy London's cash flows are predominately denominated in BPS. Entergy London has entered a U.S.
dollar denominated obligation through issuance of the Perpetual Junior Subordinate Debentures (Debentures). To
hedge currency exposure on the Debentures, Entergy London has entered foreign currency swap agreements to fix the
British pound sterling equivalent which will be required to service interest on the Debentures for the next seven years.
See Note 6 for further discussion of these swaps.

Entergy's UK and Australian electricity supply businesses utilize fixed price contracts to supply electricity to
their customers. The electricity is obtained primarily by purchases from the spot market. Because the price of
electricity purchased from the market can be volatile, Entergv's UK and Australian electricity supply businesses are
exposed to risks arising from differences between the fixed prices at which they sell electricity and the fluctuating
prices at which they purchase electricity. To mitigate exposure to volatility, Entergy's UK and Australian electricity
supply businesses utilize contracts for differences (CFDs) and energy trading swaps to fix the price of their electricity;
purchases. The potential loss in fair value of these CFDs and energy trading saps resulting from a hypothetical
10% adverse movement in future electricity prices is estimated at S103 million. Management, however, believes that
any loss actually realized would be substantially offset by the effects of electricity price movements on the respective
underlying hedged electricity supply contracts. See Note 9 for further discussion of the CFDs and energy trading
svaps.
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Entergv's domestic energy and natural gas marketing business enters into sales and purchases of electricity
and natural gas for delivery up to twelve months into the future. Because the market prices of electricity and natural
gas can be volatile, Entergy's domestic energy and natural gas marketing business is exposed to risk arising from
differences between the fixed prices in its commitments and fluctuating market prices. To mitigate its exposure,
Entergy's domestic energy and natural gas marketing business enters into electricity and natural gas futures and
option contracts. This business utilizes a value-at-risk model to assess the market risk of its derivative financial
instruments. Value-at-risk represents the potential losses for an instrument or portfolio from adverse changes in
market factors for a specified time period and confidence level. The value-at-risk was estimated using historical
simulation calculated on a daily basis over a thirty-day period with a 95% confidence level and a holding period of
one business day. Based on these assumptions, the business's value-at-risk as of December 31, 1997 was not
material to Entergy.

Management's calculation of value-at-risk exposure represents an estimate of reasonably possible net losses
that would be recognized on its portfolio of derivative financial instruments, assuming hypothetical movements in
future market rates, and is not necessarily indicative of actual future results. It does not represent the maximum
possible loss or an expected loss that may occur, because actual future gains and losses will differ from those
estimated, based upon actual fluctuations in market rates, operating exposures, and the timing thereof, and changes in
the portfolio of derivative financial instruments during the year.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Sharcholders of
Entergy Corporation

We have audited the accompanying consolidated balance sheets of Entergv Corporation and Subsidiaries as
of December 31, 1997 and 1996, and the related statements of consolidated income. retained earnings and paid in
capital and cash flows for each of the three years in the period ended December 31, 1997. These financial statements
are the responsibility of the Corporation's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance Keith generally' accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a 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 evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects.
the financial position of Entergy Corporation and Subsidiaries as of December 31, 1997 and 1996, and the results of
their operations and their cash flows for each of the three years in the period ended December 31, 1997 in conformity
with generally accepted accounting principles.

As discussed in Note 1 to the consolidated financial statements, at January 1, 1996 the Company adopted
Statement of Financial Accounting Standards No. 121, "Accounting for the Impairment of Long-Lived Assets and for
Long-Lived Assets to Be Disposed OF'. 'Also, as discussed in Note I to the consolidated financial statements, in
1996, one of the Corporation's subsidiaries changed its method of accounting for incremental nuclear plant outage
maintenance costs.

COOPERS & LYBRAND L.L.P.

New Orleans, Louisiana
March 4, 1998
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On Fbruary 7. 1997, Entcrgy Corporation, through its %%holl-owned subsidiary. Entergv London, made
unconditional its offer to acquire 100% ownership of London Electricity. In accordance with the purchase method of
accounting, the results of operations for 1996 and 1995 of Entergy Corporation and Subsidiaries do not include
London Electricity's results of operations. Consolidated net income for 1997 reflects London Electricitv's results
subsequent to Februarv I, 1997. See Note 13 for additional information regarding London Electricity.

On January 5, 1996, Entergy Corporation finalized its acquisition of CitiPower. In accordance with the
purchase method of accounting, the results of operations for 1995 of Entergy Corporation and Subsidiaries do not
include CitiPower's results of operations.

Net Income

Consolidated net income decreased in 1997 primarily due to the recording of a one-time windfall profits tax
at Entergy London, a reserve for regulatory adjustments at Entergy Gulf States, the write-off of the radioactive waste
facilitv deferrals at Entergy-Arkansas, Entergy Gulf States, and Entergy Louisiana, and the reversal of the Cajun-
River Bend litigation accrual at Entergy Gulf States in September 1996. The decrease in net income was partially
offset by the one-time vrite-off of River Bend rate deferrals pursuant to SFAS 121 at Entergy Gulf States in January
1996, by the 1997 one-time reduction in income tax expense for London Electricity due to a reduction in the UK
corporation tax rate from 33% to 31%, and by the Cajun litigation settlement at Entergy Gulf States in December
1997. Excluding these items, net income would have decreased 8% due to a decrease in the earnings from domestic
regulated operations offset by increased earnings from competitive groth businesses, primarily London Electricity.

Consolidated net income decreased in 1996 primarily due to the S174 million net of tax write-off of River
Bend rate deferrals pursuant to SFAS 121 and the one-time recording in 1995 of the cumulative effect of the change
in accounting method for incremental nuclear refueling outage maintenance costs at Entergy Arkansas. The effect of
these items was partially offset by the reversal of a Cajun-River Bend litigation accrual at Entergy Gulf.States.
Excluding these items, net income would have increased 17% due to decreased other operation and maintenance
expenses for domestic regulated operations as a result of restructuring programs and ongoing efficiency improvement
programs throughout Entergy.

Significant factors affecting the results of operations and causing variances between the years 1997 and
1996, and between the years 1996 and 1995, are discussed under "Revenues and Sales", "Expenses", and
"Other" below.

Revenues and Sales

See "SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON", following the financial
statements, for information on operating revenues by source and KVH sales.
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The changes in electric operating revenues for Entergy's domestic utility companies for the telvc months
cnded December 31. 1997 and 199w6 arc as follows:

Incre ase/(Decrease)

Description 1997 1996
(In Millions)

Change in base revenues ($189.1) ($117.5)
Rate riders (3.6) 1.8
Fuel cost recovery 90.1 382.3
Sales volume/weather 31.3 108.0
Other revenue (including unbiled) 147.3 (49.3)
Sales for resale (16.6) 37.6
Total $S59.4 $362.9

Electric operating revenues for Entergy's domestic utility companies increased slightly in 1997 as a result of
increased other revenues, fuel adjustment revenues, which do not affect net income, and higher sales volume/weather.
These increases were partially offset by a decrease in base revenues and sales for resale to non-associated utilities.
Other revenue increased due to the gain on the Cajun Settlement for Cajun's 30% interest in the property associated
with River Bend. Fuel adjustment revenues increased in 1997 due to a PUCT order that approved recovery of $ 18.5
million of previously under-recovered fuel expenses by Entergy Gulf States. Sales volume/veather increased
primarily due to an increase in sales to industrial customers, particularly, certain cogeneration customers who
purchased replacement electricity from Entergy Gulf States offset by a decrease due to milder weather in 1997. Base
rate revenues decreased primarily due to the reserve for regulatory adjustments at Entergy Gulf States, rate
reductions for Louisiana retail customers, aggressive pricing strategies for targeted customer segments, and a change
in sales mix from residential and commercial customers to industrial customers at Entergy Gulf States. Sales for
resale to non-associated utilities decreased due to changes in generation requirements and availability among the
domestic utility companies, primarily Entergy Arkansas and Entergy Gulf States. During the fourth quarter of 1997,
Entergy Gulf States established reserves for potential regulatory adjustments based on management's estimates of the
financial effect of potential adverse rulings in connection with the River Bend plant-related costs and pending rate
proceedings in Texas. See Note 2 for further discussion of the PUCT order related to under-recovered fuel expenses,
the River Bend plant-related costs, and other pending rate proceedings.

Electric operating revenues increased in 1996 as a result of higher fuel adjustment revenues, which do not
affect net income, and higher sales volume, partially offset by rate reductionsat the domestic utility companies. The
increase in sales volume was primarily the result of increases in customers and in customer usage.

Gas operating revenues increased in 1996 due to higher unit purchase prices for gas purchased for resale and
colder than normal weather in the first quarter of 1996.
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Competitive growth business rcvenucs increased by S2.3 billion in 1997 primarily due to the February 1997
acquisition of London Electricity by Entergy London. London Electricity generated revenues of S1 .8 billion during
the cleven months it is included in 1997 results of operations. Also contributing to the increase in competitive growth
business revenues was an increase in revenue at EPMIC of S427 million. After obtaining the appropriate regulatory
and board approvals, EP.%1C began trading in late May 1996. EPMC's increased revenues in 1997 are primarily due
to full year of trading in 1997 as compared to six months in 1996 coupled with an aggressive marketing effort in
1997. These increases were offset by increased power purchased for resale as discussed below. The increase of
$501 million in competitive growth business revenues in 1996 was due primarily to the acquisition of CitiPower.

Expenses

Operating expenses for 1997 include Entergy London's operating expenses of $1.7 billion for the year ended
December 31, 1997, which were not included in the prior year's financial statements. Operating expenses, excluding
Entergy London, increased primarily due to increases in nuclear refueling outage expenses, depreciation,
amortization, and decommissioning expenses, increases in the amortization of rate deferrals, and increases in power
purchased for resale by EPMC. These increases in operating expenses were partially offset by a decrease in other
operation and maintenance expenses. The increase in purchased power is primarily the result of a higher level of
power purchased for resale by EPMIC. The increase in nuclear refueling outage expenses is primarily due to the
amortization of previously deferred November 1996 outage expenses at System Energy, which are now being
amortized over an 18-month period that began in December 1996. Prior to this outage, such costs were expensed as
incurred and no such expenses were incurred in 1996. The increase in depreciation, amortization, and
decommnissioning is primarily due to the reduction of the regulatory asset established at System Energy to defer the
depreciation associated with the sale and leaseback in 1989 of a portion of Grand Gulf 1. An increase in plant
additions and improvements also contributed to the increase in depreciation, amortization, and deconmissioning. The
increase in rate deferral amortization is primarily due to greater Grand Gulf I rate deferral amortization at Entergy
Arkansas and Entergy New Orleans, as prescribed in the Grand Gulf I rate phase-in plan and, for Entergy Arkansas,
the December 1997 APSC Stipulation and Settlement Agreements. The decrease in other operation and maintenance
expenses was primarily due to the Cajun litigation settlement at Entergy Gulf States in December 1997. This
decrease was partially offset by the write-off of the radioactive waste facility deferrals at Entergy Arkansas, Entergy
Gulf States, and Entergy Louisiana.

Operating expenses for 1996 include the operating expenses of CitiPower, which were not included in the
1995 financial statements. Excluding the operating expenses of CitiPower, Entergy's operating expenses increased in
1996. The following discussion excludes the impact of the acquisition of CitiPower. In 1996, fuel and purchased
power expenses increased as a result of higher fuel costs and an increase in sales volume. Other operation and
maintenance expenses decreased in 1996 due to lower payroll-related expenses, resulting from restructuring
programs in addition to ongoing operating efficiency improvement programs throughout Entergy. Other regulatory
credits reducing operating expenses in 1996 represent the deferral of Waterford 3 local property taxes and the
deferral of a portion of the proposed System Energy rate increase at Entergy Mississippi and Entergy New Orleans.
Nuclear refueling outage expenses decreased primarily due to the effect of deferring the nuclear refueling outage
expenses at Grand Gulf I in the fourth quarter of 1996 rather than recognizing those expenses as incurred. The
majority of the increase in decommissioning costs and depreciation rates is reflected in the 1995 System Energy
FERC rate increase filing, subject to refund. See Note 2 for a discussion of the proposed rate increase.
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Other

Other income decreased in 1997 primarily due to the reserve for regulatory adjustments at Entergy Gulf
States, offset by interest income on the Cajun Settlement in December 1997. the write-off of River Bend rate
deferrals pursuant to SFAS 121 at Entergy Gulf States in January 1996 and the Cajun litigation reversal in 1996.

Other income decreased in 1996 as a result of the wite-off of River Bend rate deferrals pursuant to SFAS
121, and a decrease in Grand Gulf I carrying charges at Entergy Arkansas due to a decline in the deferral balance,
partially offset by Entergy Gulf States' reversal of a Cajun-River Bend litigation accrual. Interest on long-term debt,
excluding Entergy London, decreased in 1997 due primarily to ongoing retirement and refinancing of higher cost
debt. Distributions on preferred securities of subsidiaries increased due to the issuance of Cumulative Income
Preferred Securities at Entergy Arkansas in August 1996, Entergy Louisiana in July 1996, at Entergy Gulf States in
January 1997, and Entergy London in November 1997.

Excluding CitiPowver, interest on long-term debt decreased in 1996 due primarily to ongoing retirement and
refinancing of higher cost debt. Borrox ings by Entergy Corporation from a $300 million line of credit related to the
CitiPower investment contributed to the increase in other interest-net in 1996.

Preferred dividend requirements decreased in 1997 and 1996 due to stock redemption activities.

The effective income tax rates for 1997, 1996, and 1995 were 61.0%, 46.2%, and 37.5% respectively. The
effective income tax rate was higher in 1997 primarily due to the one-time windfall profits tax at Entergy London in
1997 and the tax effects of the Cajun litigation settlement and the 1996 SFAS 121 write-off at Entergy Gulf States,
which included AFUDC which was originally recorded net of its related income tax benefits. In 1996, the effective
income tax rate increased primarily due to higher state income taxes, depreciation related taxes, and the SFAS 121
write-off at Entergy Gulf States. For a further discussion of income taxes, see Note 3.
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ENTER(G COR'ORATION AND SUBSIDIARIES
STATEMENTS OF CONSOLIDATED INCOME

Operating Revenues:
Domestic electric
Natural gas
Steam products
Competitive growth businesses

Total

Operating Expenses:
Operation and maintenance:

Fuel. fuel-related expenses, and
gas purchased for resale

Purchased power
Nuclear refueling outage expenses
Other operation and maintenance

Depreciation. amortization, and decommissioning
Taxes other than income taxes
Other regulatory charges (credits)
Amortization of rate deferrals

Total

Operating Income

Other Income (Deductions):
Allowance for equity funds used
during construction
Write-off of River Bend rate deferrals
Miscellaneous -net

Total

Interest Charges:
Interest on long-term debt
Other interest -net
Distributions on preferred securities of subsidiaries
Allowance for borrowed funds used
during construction

Total

Income Before Income Taxes

Income Taxes

Income before the Cumulative Effect
of Accounting Changes

Cumulative Effect of Accounting
Changes (net of income taxes)

Net Income

Preferred and Preference Dividend Requirements of
Subsidiaries and Other

Earnings Applicable to Common Stock

Earnings per average common share before
cumulative effect of accounting changes:

Basic and diluted
Earnings per average common share:

Basic and diluted
Dividends declared per common share
Average number of common shares outstanding:

Basic
Diluted

See Notes to Financial Statements.

For the Years Ended December 31,
1997 1996 1995

(In Thousands, Except Share Data)

S6.538.831 S6.450.940 S6,088.018
137.345 134.456 103.992
43,664 59.143 49,295

2.841.881 533.118 31,767
9.561.721 7.177.657 6.273.072

1,677 041 1.635.885 1.395,889
2.318811 704,744 356,596

73 857 55.148 84,972
1,886,149 1.577,383 1.528.351

980 008 - 790.948 695.865
365.439 353.270 300.120
(18 545) (47.542) 29.311
421,803 414.969 378.776

7.704.563 5,484.805 4.769.880

1.857,158 1.692,852 1.503.192

10.057 9.951 9.629
(194.498)

(232.703) 123.452 45.127
(222.646) (61.095) 54,756

797,266 674.532 633.851
51,624 49.053 33.749
21.319 4.797

(7.937) (8.347) (8,368)
862.272 720.035 659,232

772.240 911.722 898.716

471.341 421,159 336.182

300.899 490.563 562.534

- -______________ - 35.415

300.899 490.563 597,949

53.216 70.536 77.969

S247,683 S420.027 5519.980

SI .03

SI .03
S1.80

$1.83

S 1.83
S 1.80

S2.13

S2.28
S .80

240.207.539 229.084.241 227,669,970
240,297.842 229.175.392 227,729.975
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ENTERGY CORPORATION AND SUBSIDIARIES
STATEMENTS OF CONSOLIDATED CASH FLOWS

For the Years Ended December 31,
1997 1996 1995

(In Thousands)
Operating Activities:

Nct income
Noncash items included in net income:

Write-off of River Bend rate deferrals
Cumulative effect of a change in accounting principle
Gain on Cajun Settlement
Reserve for regulatory adjustments
Amortization of rate deferrals
Other regulatory charges (credits)
Depreciation, amortization, and decommissioning
Deferred income taxes and investment tax credits
Allowance for equity funds used during construction

Changes in working capital:
Receivables
Fuel inventory
Accounts payable
Taxes accrued
Interest accrued
Other working capital accounts

Changes in other regulatory assets
Decommissioning trust contributions and realized change in trust assets
Proceeds from settlement of Cajun litigation
Other

Net cash flow provided by operating activities

S300.899

(246,022)
381,285
421.803
(18,545)
980,008

(252,955)
(10,057)

S490,563

194,498

414,969
(47,542)
790,948

76,920
(9,951)

(30,322)
(17.220)

4,011
(27,488)

7,176
(121,692)

(85,051)
(52,204)

S597,949

(35,415)

378,776
29,311

695,865
(31,006)

(9,629)

(30,550)
(28,956)
(19,124)
115,250

(194)
(85,454)
(3,876)

(37,756)

(99,411)
20,272

181,243
143,151

(9,849)
(130,715)

28.016
(68,139)
102,299

1,349 (59,566) (31,509)

1,724,632 1,528.049 1,503,682

Investing Activities:
Construction/capital expenditures
Allowance for equity funds used during construction
Nuclear fuel purchases
Proceeds from sale/leaseback of nuclear fuel
Acquisition of London Electricity, net of cash acquired
Acquisition of CitiPower
Acquisition of security companies
Investment in other nonregulatedfnonutility properties
Proceeds from sale of Hub Power and Transener stock
Proceeds from sale of Independence 2
Other

(847,223) (571,890)
10,057 9,951

(89,237) (123,929)
144,442 109,980

(1,951,701) 6

- (I1,156,112)
(87,669) (83,000)

1,322
54,153 26,955

- . 39.398
(17,288) (25,710)

- (618,436)
9,629

(207.501)
226,607

(172,814)

(28.982)

Net cash flow used in investing activities (2,783,144) (1,774,357) (791.497)
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For the Years Ended December 31,
1997 1996 1995

(In Thousands)
Financing Activities

Proceeds from the issuance of:
Gcncral and refunding mortgage bonds
First mortgage bonds
Bank notes and other long-term debt
Preferred securities of subsidiary trusts and partnership
Conmon stock

Retirement of:
First mortgage bonds
General and refunding mortgage bonds
Other long-term debt

Redemption of preferred stock
Changes in short-term borrowings - net
Preferred stock dividends paid
Common stock dividends paid

64,827
129;564

1,852.891
382.323
305,379

(402,692)
(7,622)

(341,355)
(124,367)
142,025
(51,270)
(438,183)

39,608
431,906

1.066,858
125,963
118,087

(821.575)
(56,000)
(145,110)
(157,503)
(24,981)
(70,536)

(405,346)

109,285

273,542

(225,800)
(69,200)

(221,043)
(46,564)

(126,200)
(77.969)

(408,553)

Net cash flow provided by (used in) financing activities 1,511,520 101.371 (792.502)

Effect of exchange rates on cash and cash equivalents (11,164) 50

Net increase (decrease) in cash and cash equivalents 441,844 (144,887) (80,317)

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for:

Interest - net of amount capitalized
Income taxes

Noncash investing and financing activities:
Capital lease obligations incurred
Change in unrealized appreciation of

decommissioning trust assets
Acquisition of nuclear fuel
Treasury shares issued to acquire Ranger American
Net assets acquired from Cajun settlement

388,703 533,590 613,907

S830,547 S388.703 S533,590

S858,871
S390,238

S677,535
S373,247

S626,531
S285,738

S16,358

S30,951

S21,464
S319,056

S7,803
S47,695

S16,614

See Notes to Financial Statements.
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CONSOLIDATED BALANCE SHEETS

ASSETS

December 31,
1997 1996

(In Thousands)

Current Assets:
Cash and cash equivalents:
Cash
Temporary cash investments - at cost,

which approximates market
Special deposits

Total cash and cash equivalents
Notes receivable
Accounts receivable:
Customer (less allowance for doubtful accounts of

531.7 million in 1997 an: 59.2 million in 1996)
Other
Accrued unbilled revenues

Deferred fuel
Fuel inventory - at average cost
Materials and supplies - at average cost
Rate deferrals
Prepayments and other

Total

Other Property and Investments:
Decommissioning trust funds
Non-regulated investments
Other

Total

S85,067

700.431
45.049

830,547
8,157

458,085
225,523
580,194
150,596
119,331
367,870
259,628
171,391

3,171,322

534,807

346,782
7,114

388.703
1,384

324,687
99,066

351,429
122,184
139,603
339,622
444,543
151,312

2,362,533

589,050
568,951
225,818

1,383,819

357,962
513,058

59,053
930,073

Utility Plant:
Electric
Plant acquisition adjustment -Entergy Gulf States
Electric plant under leases
Property under capital leases - electric
Natural gas
Steam products
Construction work in progress
Nuclear fuel under capital leases
Nuclear fuel

Total
Less - accumulated depreciation and amortization

Utility plant - net

Deferred Debits and Other Assets:
Regulatory assets:

Rate deferrals
SFAS 109 regulatory asset - net
Unamortized loss on reacquired debt
Other regulatory assets

Long-term receivables
CitiPower license (net of asnortization of S25.6 million in 1997

and S15.6 million in 1995)
London Electricity license (net of S3 1.1 million of amortization)
Other

Total

25,310,122 22,739,797
439,160 455,425
674,483 679,991
134,278 147,277
169,964 168,143
82,289 81,743

565,667 401.676
269,011 250,651

72,875 112,625
27,717,849 25,037,328

9,585,021 8,866,764
18,132,828 16,170,564

162,602
1,174,187

196,891
466,780

36,984

399,493
1,196,041

217,664
477,942
216,082

486,153 606,214
1,327,312

461.822 379,419
4,312,731 3,492,855

TOTAL S27,000,700 S22.956,025

See Notes to Financial Statements.
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LIABILITIES AND SHLAREHOLDERS' EQUITY

December 31,
1997 1996

(In Thousands)

Current Liabilities:
Currently maturing long-term debt
Notes payable
Accounts payable
Customer deposits
Taxes accrued
Accumulated deferred income taxes
Interest accrued
Dividends declared
Obligations under capital leases
Other

Total

5390,674
428,964
915,800
178,162
359,996
56,524

214,763
8,166

167,700
81,303

2.802,052

4,567,052
587,781
236,000

1,857,514
7,248,347

S345,620
20,686

554,558
155,534
180,340
78,010

203,425
8,950

151,287
184,157

1,882,567

3,760,491
607,641
247,360

_ 1.298,306
5,913,798

Deferred Credits and Other Liabilities:
Accumulated deferred income taxes
Accumulated deferred investment tax credits
Obligations under capital leases
Other

Total

Long-term debt
Subsidiaries' preferred stock with sinking fund
Subsidiary's preference stock
Company-obligated mandatorily redeemable
preferred securities of subsidiary trusts holding
solely junior subordinated deferrable debentures
Company-obligated redeemable preferred securities of subsidiary
partnership holding solely junior subordinated deferrable debentures

9,068,325
185,005
150,000

215,000

7,590,804
216,986
150,000

130,000

300,000

Shareholders' Equity
Subsidiaries' preferred stock without sinking fund
Common stock, S.01 par value, authorized 500,000,000

shares; issued 246,149,198 shares in 1997 and 234,456,457
shares in 1996

Paid-in capital
Retained earnings
Cumulative foreign currency translation adjustment
Less - treasury stock (306,852 shares in 1997 and
1,496,118 shares in 1996)

Total

Commitments and Contingencies (Notes 2, 9, and 10)

TOTAL

See Notes to Financial Statements.

338,455

2,461
4,613,572
2,157,912

(69,817)

430,955

2,345
4,320,591
2,341,703

21,725

10.612 45,449
7,031,971 _ 7,071,870

S27,000,700 S22,956,025
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For the Years Ended December 31,
1997 1996

(In Thousands)
1995

Rctained Earnings, January I

Add:
Earnings applicable to common stock

S2,341,703 S2,335,579 S2,223,739

247,683 420,027 519,980

Deduct:
Dividends declared on common stock
Capital stock and other expenses

Total

432,268
(794)

431.474

412,250
1,653

413,903

409,801
(1,661)

408,140

Retained Earnings, December 31 S2,157,912 S2,341,703 S2,335,579

Paid-in Capital, January I S4,320,591 S4,201,483 S4,202,134

Add:
Gain (loss) on reacquisition of

subsidiaries' preferred stock
Common stock issuances related to stock'plans

Total

273
292,870
293,143

1,795
117,560
119,355

(26)
(3,002)
(3,028)

Deduct:
Capital stock discounts and other expenses 162 247 (2,377)

Paid-in Capital, December 31 S4,613,572 S4,320,591 S4,201,483

See Notes to Financial Statements.
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SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON

1997 (4) 1996 (3) 1995 1994
(In Thousands, Except Per Share Amounts)
S 7177.657 S 6.273,072 S 5.981.820Operating revenues

Income before cumulative
effect of a change in
accounting principle

Earnings per share before
cumulative effect of accounting
changes

Basic
Diluted

Dividends declared per share
Return on average common equity
Book value per share, year-end (2)
Total assets (2)
Long-term obligations (1)(2)

S 9,561,721

S 300,899 $ 490.563 S 562,534 S 423.559

1993

S 4,475,224

$ 514,648

$ 2.62
S 2.62
$ 1.65

12.58%
$ 28.27
$ 22,876,697
$ 8,177,882

$ 1.03
$ 1.03
$ 1.80

3.71%
$ 27.23
$ 27,000,700
$ 10,154,330

$ 1.83
5 1.83
$ 1.80

6.41%
$ 28.51
S 22,956,025
$ 8,335,150

5 2.13
$ 2.13
$ 1.80

8.11%
$ 28.41
$ 22,265,930
$ 7,484,248

$ 1.49
$ 1.49
$ 1.80

5.31%
$ 27.93
$ 22,621,874
S 7,817,366

(1) Includes long-term debt (excluding currently maturing debt), preferred and preference stock with sinking
fund, preferred securities of subsidiary trusts and partnership, and noncurrent capital lease obligations.

(2) 1993 amounts include the effects of the Merger in accordance vith the purchase method of accounting for
combinations.

(3) 1996 amounts include the effects of the CitiPowver acquisition.

(4) 1997 amounts include the
Note 13).

Domestic Utility Electric
Operating Revenues:
Residential
Commercial
Industrial
Governmental
Total retail

Sales for resale
Other (1)
Total

Billed Electric Energy
Sales (GWH):

Residential
Commercial
Industrial
Governmental
Total retail

Sales for resale
Total

effects of the London Electricity acquisition as of February 7, 1997 (see

1997 1996 1995 1994 1993
(In Thousands)

$2,271,363
1,581,878
2,018,625

171,773
6,043,639

359,881
135,311

$6,538,831

28,286
21,671
44,649

2,507
97,113
9,707

106,820

$2,277,647
1,573,251
1,987,640

169,287
6,007,825

376,011
67,104

S6,450,940

28,303
21,234
44,340

2,449
96,326
10,583

106,909

$2,177,348
1,491,818
1,810,045

154,032
5,633,243

334,874
119,901

$6,088,018

$2,127,820
1,500,462
1,834,155

159,840
5,622,277

293,702
(123,569)

$5,792,410

$1,594,515
1,071,070
1,197,695

136,471
3,999,751

280,505
88,713

$4,368,969

18,946
13,420
24,889

1,887
59,142

8,291
67,433

27,704 26,231
20,719 20,050
42,260 41,030

2,3 1 1 2,233
92,994 89,544
10,471 7,908

103,465 97,452

(1) 1994 includes the effects of the FERC Settlement, the 1994 NOPSI Settlement, and an Entergy Gulf States
reserve for rate refund.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders of
Entergy Arkansas. Inc.

We have audited the accompanying balance sheets of Entergy Arkansas, Inc. (formerly Arkansas Power &
Light Company) as of December 31. 1997 and 1996. and the related statements of income, retained earnings and
cash flows for each of the three years in the period ended December 31. 1997. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a 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 evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of December 31, 1997 and 1996, and the results of its operations and its cash flows for
each of the three years in the period ended December 31, 1997 in conformity with generally accepted accounting
principles.

COOPERS & LYBRAND L.L.P.

New Orleans, Louisiana
March 4, 1998
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ENrERGY ARKANSAS, INC.

MANAGEMIENT'S FINANCIAL DISCUSSION ANI) ANALYSIS

RESULTS OF OPERATIONS

Net Income

Net income decrcased n 1997 primarily due to decreases in electric operating revenues and Grand Gulf I
carrying charges, partially offset by lower income taxes.

Net income decreased in 1996 due primarily to the one-time recording of the cumulative effect of the change
in accounting method in 1995 for incremental nuclear refueling outage maintenance costs. Excluding the above
mentioned item, net income would have increased 21.1 million in 1996 primarily due to a decrease in other
operation and maintenance expenses.

Significant factors affecting the results of operations and causing variances between the years 1997 and
1996, and between the years 1996 and 1995, are discussed under "Revenues and Sales", "Expenses", and "Other"
below.

Revenues and Sales

See "SELECTED FINANCIAL DATA - FIVE-YEAR COMiIPARISON," folloxving the financial
statements, for information on operating revenues by source and KVH sales.

The changes in electric operating revenues for the twelve months ended December 31, 1997 and 1996 are as
follows:

Increase/(Decrease)
Description 1997 1996

(In Mlillions)

Change in base revenues ($8.1) (S10.1)
Rate riders 15.4 (5.3)
Fuel cost recovery 10.3 8.0
Sales volume/weather 5.9 19.5
Other revenue (including unbilled) (24.2) (7.1)
Sales for resale (27.0) 90.2
Total ($27.7) $95.2

Electric operating revenues decreased in 1997 due primarily to decreases in sales for resale and other
revenue, partially offset by an increase in rate rider revenues and higher fuel adjustment revenues, which do not affect
net income. The decrease in sales for resale resulted from a decrease in sales to associated companies primarily due
to changes in generation requirements and availability among the domestic utility companies. Other revenue
(primarily unbilled revenue) decreased primarily as a result of the volume difference in the unbilled beginning of year
amount and due to the S10.6 million impact of a rate reduction implemented in 1997 related to the transition to
competition filing with the APSC. The increase in rate rider revenues was due to an increase in Grand Gulf 1 rate
rider revenues as a result of warmer weather during the second half of the year.

Electric operating revenues increased in 1996 due primarily to increased sales for resale and higher sales
volurme. Sales for resale increased due to an increase in sales to associated companies primarily due to changes in
generation requirements and availability among the domestic utility companies. The increase in sales volume resulted
from increased customer usage, partiallv attributable to more severe weather as compared to 1995.
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ENTERGY RARKANSAS, INC.

MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS

; RESULTS OF OPERATIONS

Expenses

Operating expenses increased in 1997 primarily due to the recognition of additional regulatory liabilities
rclatcd to the APSC settlement agreement and the write-off of previously deferred radioactive waste facility costs.
partially offset by a decrease in fuel and purchased power expenses. The increase in the amortization of rate deferrals
is due to an increase in amortization prescribed in the Grand Gulf I rate phase-in plan and the Stipulation and
Settlement Agreement with the APSC. See Note 2 for further discussion of the APSC agreement. Fuel and
purchased power expenses decreased primarily as a result of significantly lower prices.

Operating expenses increased in 1996 primarily due to an increase in fuel and purchased power expenses,
partially offset by reduced other regulatory charges and decreased other operation and maintenance expenses. The
increase in fuel and purchased power expenses is largely due to an increase in generation and purchases related to the
increase in sales for resale. The decrease in other operation and maintenance expenses resulted from lower payroll
expenses. Payroll expenses decreased as a result of restructuring costs recorded in 1995 and the resulting decrease in
employees.

Other

Miscellaneous other income - net decreased in 1997 and 1996 due to reduced Grand Gulf 1 carrying charges
as a result of a decline in the deferral balance which does not impact net income.

The effective income tax rates for 1997, 1996, and 1995 were 31.6%. 34 9%, and 34.5%, respectively. The
decrease in 1997 is primarily due to the impact of recording the tax benefit of Entergy Corporation's expenses as
prescribed by the tax allocation agreement. The effective income tax rate for 1996 was relatively unchanged from
1995.
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ENTERGY ARKANSAS, INC.
STATEMENTS OF INCOME

For the Ycari Ended December 31.
1997 1996 _

(In Thousandi)
1995

Opcrating Revenues $1.715.714 S,743,433 S 1,648,233

Operating Expenses:
Operation and maintenance:

Fuel and fel-related expenses
Purchased power
Nuclear refueling outage expenses
Other operation and maintenance

Depreciation, amortization, and decommissioning
Taxes other than income taxes
Other regulatory charges (credits)
Amortization of rate deferrals

Total

254,703
419,128

27,969
360,860
166,652
36,700
29.686

153,141
1,448,839

257,008
432,825

29,365
358,789
167,878
37,688
18,096

131,634
1,433,283

231,619
363,199
31,754

375,059
162,087
38,319
60,227

114.102
1,376,366

Operating Income 266,875 310,150 271,867

Other Income:
Allowance for equity funds used
during construction
Miscellaneous - net

Total

3,563
18,663
22,226

3,886
32,591
36,477

3,567
46,227
49,794

Interest Charges:
Interest on long-term debt
Other interest - net
Distributions on preferred securities of subsidiary trust
Allowance for borrowed funds used
during construction

Total

95,122
3,943
5.100

98,531
6,257
1,927

106,853
8,485

(2,424)
112,914

(2,261) (2,330)
101,904 104.385

Income Before Income Taxes 187,197 242,242 208,747

Income Taxes

Income before the Cumulative Effect
of Accounting Changes

Cumulative Effect of Accounting
Changes (net of income taxes)

Net Income

Preferred Stock Dividend Requirements
and Other

Earnings Applicable to Common Stock

59,220

127,977

127,977

10,988

S116.989

84,444 72,082

157,798 136,665

35,415

157,798 172,080

16,110 18,093

S141,688 S153.987

See Notes to Financial Statements.
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E.NTERGY ARKANSAS, INC
STATENMENTS OF CASH FLOWS

Operating Activities:
Net income
Noncash items included in net income:
Cumulative effect of a change in accounting principle
Amortization of rate deferrals
Other regulatory charges (credits), net
Depreciation, amortization. and decommissioning
Deferred income taxes and investment tax credits
Allowance for equity funds used during construction

Changes in working capital:
Receivables
Fuel inventory
Accounts payable
Taxes accrued
Interest accrued
Other working capital accounts

Decommissioning trust contributions and realized
change in trust assets

Provision for estimated losses and reserves
Other
Net cash flow provided by operating activities

Investing Activities:
Construction expenditures
Allowance for equity funds used during construction
Nuclear fuel purchases
Proceeds from sale/leaseback of nuclear fuel
Net cash flow used in investing activities

Financing Activities:
Proceeds from issuance of:

First mortgage bonds
Other long-term debt
Preferred securities of subsidiary trust

Retirement of-
First mortgage bonds
Other long-term debt

Redemption of preferred stock
Changes in short-term borrowings - net
Dividends paid:
Common stock
Preferred stock
Net cash flow used in financing activities

For the Y ears Ended December 31,
1997 1996 1995

(In Thousands)

$127.977

153,141
29.686

166.652
(77,814)
(3.563)

9,099
29.150
(25,451)
23.133
1.201

(10,220)

(24.956)
9.594

26.111
433.740

S 157.798

139,701
18.096

167,878
(46,026)
(3,886)

(4,292)
137

(1,112)
14,035
(2,615)
(7,529)

S 172.080

(35.415)
125,504
60,227

162,087
(33,882)
(3,567)

(39,209)
(22.895)
55.732
(5.080)

(824)
(28,375)

(30,474) (30,568)
4,125 2.849

(29,258) (40.306)
376.578 338.358

(140,913)
3,563

(59.104)
59.065

(137,389)

(145,529) (165,07 1)
3,886 3.567

(26,084) (41,219)
25,451 41,832

(142,276) (160.891)

84,064
45.500

84,256

58.168
118.662

(I 17.5887) (112,80
(1,70

to) (69.62

17) (25,800)
0) (124.025)
4) (9.500)

(34,000)
(9.00

(128.600)
(1I1,194)

(136,817)

(142,800) (153.400)
(17.736) - (18,362)

(202,243)_ (246,425)

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

159,534 32.059 (68,958)

43.857 11.798 80.756

Cash and cash equivalents at end of period

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for

Interest - net of amount capitalized
Income taxes

Noncash investing and financing activities:
Capital lease obligations incurred
Acquisition of nuclear fuel
Change in unrealized appreciation of
decommissioning trust assets

See Notes to Financial Statements.

S203.391 S43.857 S11.798

S 101.839
S111,394

S94,662
S110.211

5102,851
S 113,080

S16.358
- S27,500

S22,343 S5.968 59.128
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I

ENTERGY ARKANSAS, INC.
BALANCE SHEETS

ASSETS

December 31,
1997 1996

(In Thousands)

Current Assets:
Cash and cash equivalents:

Cash
Temporary cash investments - at cost,

which approximates market:
Associated companies
Other

Special deposits
Total cash and cash equivalents

Accounts receivable:
Customer (less allowance for doubtful accounts
ofS 1.8 million in 1997 and S2.3 million in 1996)
Associated companies
Other
Accrued unbilled revenues

Fuel inventory - at average cost
Materials and supplies - at average cost
Rate deferrals
Deferred nuclear refueling outage costs
Prepayments and other

Total

$6,076

41,389
110,877
45,049

203,391

71,910
46,166
10,282
89,616
28,169
79,692
75,249
24,335

8,647
637,457

Other Property and Investments:
Investment in subsidiary companies - at equity
Decommissioning trust fund
Other - at cost (less accumulated depreciation)

Total

11,213
250,573

4,939
266,725

S5,117

17,462
21,278

43,857

71,144
45,303

5,862
104,764
57,319
72,976

153,141
24,534
16,496

595,396

11,211
203,274

5,058
219,543

4,578,728
57,869
83,524
79,103
27,500

4,826,724
1,976,204
2,850,520

75,249
244,767
56,664
80,257
31,421

488,358

Utility Plant:
Electric
Property under capital leases
Construction work in progress
Nuclear fuel under capital lease
Nuclear fuel

Total
Less - accumulated depreciation and amortization

Utility plant - net

4,650,065
53,843

123,087
92,621

4,919,616
2,116,826
2,802,790

Deferred Debits and Other Assets:
Regulatory assets:

Rate deferrals
SFAS 109 regulatory asset - net
Unamortized loss on reacquired debt
Other regulatory assets

Other
Total

252,712
53,780
79,461
13,952

399,905

TOTAL S4,106.877 $4,153.817

See Notes to Financial Statements.
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ENTERGY ARKANSAS, INC.
BALANCE SHEETS

LIABILITIES AND SHAREHOLDER'S EQUITY

December 31,
1997 1996

(In Thousands)

Current Liabilities:
Currently maturing long-term debt
Notes payable
Accounts payable:

Associated companies
Other

Customer deposits
Taxes accrued
Accumulated deferred income taxes
Interest accrued
Co-owner advances
Deferred fuel cost
Obligations under capital leases
Other

Total

S60.650
667

59,438
76,405
23,437
77,327
32,239
28,826

7.666
16,244
62,623
21,696

467,218

759,489
103,899
83,841

169,884
1,117,113

S32,465
667

91,205
97,589
21,800
54,194
70,506
27,625
33,873
6,955

53,012
17,967

507,858

785,994
108,307
83,940

113.998
1,092,239

Deferred Credits and Other Liabilities:
Accumulated deferred income taxes
Accumulated deferred investment tax credits
Obligations under capital leases
Other

Total

Long-term debt
Preferred stock with sinking fund
Company-obligated mandatorily redeemable
preferred securities of subsidiary trust holding
solely junior subordinated deferrable debentures

1,244,860
31,027

1,255,388
40,027

60,00060,000

Shareholder's Equity:
Preferred stock without sinking fund
Common stock, SO.0 I par value, authorized

325,000,000 shares; issued and outstanding
46,980,196 shares

Additional Paid-in capital
Retained earnings

Total

116,350

470
590,134
479,705

1,186,659

116,350

470

590,169
491,316

1,198,305

Commitments and Contingencies (Notes 2, 9 and 10)

TOTAL

See Notes to Financial Statements.

S4,106,877 S4,153.817
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EINTERGY ARKANSAS, INC.
STATEMENTS OF RETAINED EARNINGS

Retained Earnings. January I

Add:
Net income
Increase in investment in subsidiaiy

Total

Deduct:
Dividends declared:

Preferred stock
Common stock
Total

Retained Eamnings, December 31 (Note 8)

For the Years Ended December 31,
1997 1996 1995

(In Thous3nds)

S491,316 S492,386 $491,799

127,977 157,798 172,080
__ 42 -

127,977 157,840 172,080

10,988 16,110 18,093
128,600 142,800 153,400
139.588 158.910 171,493

$479.705 $491,316 S492,386

See Notes to Financial Statements.
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ENTERGY ARKANSAS, INC.

SELECTED FINANCIAL DATA - FIVE-YEAR COIPARISON

1997 1996 1995
(In Thousands)

1994 1993

Operating revenues
Income before cumulative
effect of accounting changes

Total assets
Long-term obligations (1)

$1.715.714 -S I.743.433 $1.648,233 S1.590.742 S 1.591,568

5 127,977
$4,106,877
$1,419,728

S 157.798
S4,153,817
51,439.355

S 136,665
S4,204,415
S 1,423,804

S 142,263
$4,292,215
$1,446,940

5 155.110
$4,334,105
$1,478,203

(1) Includes long-term debt (excluding currently maturing debt), preferred stock weith sinking fund, preferred
securities of subsidiar trust, and noncurrent capital lease obligations.

1997 1996 1995
(In Thousands)

1994 1993

Electric Operating Revenues:
Residential
Commercial
Industrial
Governmental
Total retail

Sales for resale
Associated companies
Non-associated companies

Other
Total

Billed Electric Energy
Sales (GWH):

Residential
Commercial
Industrial
Governmental
Total retail

Sales for resale
Associated companies
Non-associated companies
Total

$551,821 $546,100
332,715 323,328
372,083 364,943

18,200 16,989
1,274,819 1,251,360

$542,862
318,475
362,854

17,084
1,241,275

$506,160
307,296
338,988

16,698
1,169,142

$528,734
306,742
336,856

16,670
1,189,002

213,845 248,211 178,885
215,249 207,887 195,844

11,801 35,975 32,229
$1,715,714 $1,743,433 $1,648,233

212,314 175,784
182,920 203,696
26,366 23,086

$1,590,742 $1,591,568

5,988
4,445
6,647

239
17,319

9,557
6,828

33,704

6,023
4,390
6,487

234
17,134

10,471
6,720

34,325

5,868
4,267
6,314

243
16,692

8,386
5,066

30,144

5,522
4,147
5,941

231
15,841

5,680
4,067
5,690

230
15,667

10,591 8,307
4,906 5,643

31,338 29,617
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Sharcholders of
Entergy Gulf States. Inc.

We have audited the accompanying balance sheets of Entergy Gulf States. Inc. (formerly Gulf States Utilities
Company) as of December 31, 1997 and 1996, and the related statements of income (loss), retained earnings and
cash flowIs for each of the three years in the period ended December 3 1, 1997. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a 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 evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of December 31, 1997 and 1996, and the results of its operations and its cash flows for
each of the three years in the period ended December 31, 1997 in conformity ith generally accepted accounting
principles.

As discussed in Note I to the'consolidated financial statements, at January 1, 1996 the Company adopted
Statement of Financial Accounting Standards No. 121, "Accounting for the Impairment of Long-Lived Assets and for
Long-Lived Assets to Be Disposed Of".

COOPERS & LYBRAND L.L.P.

New Orleans, Louisiana
March 4, 1998
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ENTERGY GULF STATES, INC.

MANAGEM1ENT'S FINANCIAL DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

Net Income

Net income increased in 1997 due to (i) te $146 million net of tax receipt of funds and property resulting
from the settlement of the Cajun litigation, and (ii) the 1996 net of tax write-off of 174 million of River Bend rate
deferrals required by the adoption of SFAS 121. These increases werc partially offset by (i) the 1997 S227 million
net of tax reserve for regulatory adjustments: (ii) the 1997 net of tax write-off of $7.4 million of previously deferred
radioactive waste facilitv costs; and (iii) the 1996 reversal of the Cajun-River Bend litigation accrual. Excluding the
effects of the settlement of the Cajun litigation. the 1997 and 1996 write-offs, the reserve for regulatory adjustments,
and the accrual reversal. net income for 1997 would have increased approximately $11 million due to an increase in
electric operating revenues.

Net income decreased in 1996 primarily due to the write-off of rate deferrals, offset by the reversal of the
Cajun-River Bend litigation accrual as discussed above. Excluding the River Bend rate deferrals and the Cajun-
River Bend litigation accrual, net income for 1996 would have increased slightly due to an increase in electric
operating revenues and a decrease in other operation and maintenance expenses.

Significant factors affecting the results of operations and causing variances between the years 1997 and
1996. and between the vears 1996 and 1995, are discussed under "Revenues and Sales", 'Expenses", and "Other"
below.

Revenues and Sales

See "SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON", following the financial
statements, for information on operating revenues by source and KVH sales.

The changes in electric operating revenues for the twelve months ended December 31, 1997 and 1996 are as
follows:

Increasel(Decrease)
Description 1997 1996

(In Millions)

Change in base revenues ($103.8) (S60.3)
Fuel cost recovery 66.8 152.0
Sales volume/weather 46.2 65.1
Other revenue (including unbilled) 151.1 12.8
Sales for resale (24.8) (32.6)
Total S135.5 $137.0

Electric operating revenues increased in 1997 a a result of increased other revenue, increased fuel
adjustment revenues, which do not affect net income, and increased sales volume. These increases were partially
offset by a decrease in base revenues and sales for resale. Other revenue increased due to the gain on the Cajun
Settlement for Cajun's 30% of property associated ith River Bend. Fuel adjustment revenues increased due to a
PUCT order that approved recovery of under-recovered fuel expenses. Sales volume increased primarily due to an
increase in sales to industrial customers, in particular, certain cogeneration customers who purchased electricity from
Entergy Gulf States for less than their production cost. Base revenues decreased in 1997 due to the reserve for
regulatory adjustments, the provision for rate reductions implemented for Louisiana retail customers in November
1996 and February 1997. aggressive pricing strategies for targeted customer segments, and a change in the sales mix
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ENTERGY GULF STATES, INC.

MANAGENIENT'S FINANCIAL DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

from residential customers to itdusirial customers: Sales for rcsale decreased due to decreased sales to both
associated and non-associated companies. During the fourth quarter of 1997, Entergy Gulf States established
reserves for potential regulatory adjustments based on management's estimates of the financial effect of potential
adverse rulings in connection with the River Bend plant-rclated costs and pending rate proceedings in Texas. See
Note 2 for further discussion of the PUCT order related to under-recovered fuel expenses, the River Bend plant-
related costs, and other pending rate proceedings.

Gas operating revenues increased in 1997 due to an increase in the fuel factor granted by the LPSC. This
increase permits recovery of previously deferred gas costs. The increase in gas operating revenues was offset by a
decrease in steam operating revenues due to a change in a customer contract in 1997 and an increase in customer
requirements in 1996. '

Electric operating revenues increased in 1996 primarily due to increased fuel adjustment revenues, which do
not affect net income, increased customers, and increased customer usage. These increases were partially offset by
rate reductions in effect for both Texas and Louisiana retail customers and increased base revenues for 1995. Base
revenues also increased in 1995 as a result of rate refund reserves established in 1994, which were subsequently
reduced as a result of an amended PUCT order. Sales for resale to associated companies decreased as a result of
changes in generation availability and requirements among the domestic utility companies.

Gas operating revenues and steam operating revenues increased for 1996 primarily due to higher fuel prices
and increased usage.

Expenses

Operating expenses increased slightly in 1997 due to increases in fuel and purchased power expenses and in
the amortization of rate deferrals, partially offset by decreased other operation and maintenance expenses resulting
from the Cajun settlement. Fuel and purchased power expenses increased due to increased gas usage and increased
energy requirements resulting from higher sales volume. Amortization of rate deferrals increased based on the
LPSC-approved River Bend phase-in plan. See Note 2 for further discussion. The decrease in other operation and
maintenance expenses was partially offset by the write-off of radioactive waste facility costs.

Operating expenses increased in 1996 as a result of higher fuel expenses, including purchased power,
partially offset by lower other operation and maintenance expenses. Fuel and purchase power expenses, taken
together, increased because of higher gas prices and increased energy requirements resulting from higher sales
volume. Other -operation and maintenance expenses decreased primarily due to lower payroll-related expenses
associated with restructuring programs accrued for in 1995.

Other

Other income decreased in 1997 due to the reserve for other regulatory adjustments, partially offset by the
1997 settlement of the Cajun litigation and the 1996 write-off of River Bend rate deferrals. Interest expense
decreased in 1997 due to the retirement of long-term debt.

Other income decreased in 1996 due to the write-off of River Bend rate deferrals pursuant to the adoption of
SFAS 121. See Note 2 for further discussion. This decrease was partially offset by the Cajun-River Bend litigation
accrual reversal.

The effective income tax rates for 1997, 1996, and 1995 wvere 27.2%, 104.0%, and 35.3%, respectively.
The decrease in the effective income tax rate in 1997 is due to a decrease in regulatory operating reserves which
receive flow through treatment in 1997 and the $194.5 million River Bend SFAS 121 vrite-off in 1996. The change
in effective income tax rates in 1996 is primarily due to the River Bend SFAS 121 write-off of $194.5 million in
January 1996.
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ENTERGY GULF STATES, INC.
STATEMENTS OF NCOME (LOSS)

For the Yeari Ended December 31,
1997 1996 1995

(In Thousands)
Operating Revenues:

Electric
Natural gas
Steam products

Total

$2,061.511
- . 42,654

43.664
2.147,829

S 1,925,988
34,050
59,143

' 2.019.181

S 1,788,964
. . . 23,715

49,295
1,861,974

Operating Expenses:
Operation and maintenance:

Fuel, fuel-related expenses, and
gas purchased for resale
Purchased power
Nuclear refueling outage expenses
Other operation and maintenance

Depreciation, amortization, and decDmmissioning
Taxes other than income taxes
Other regulatory charges (credits)
Amortization of rate deferrals

Total

560,104
327,037

10,829
316,253
214,644
109,572
(26,611)
105.455

1,617,283

520,065
295,960

8,660
402,719
206,070
102,170
(25,317)
96,956

1,607,283

516,812
169,767
10,607

432,647
202,224
102,228
(24,359)
90.384

1,500,310

Operating Income 530,546 411,898 361,664

Other Income (Deductions):
Allowance for equity funds used
during construction

Write-off of River Bend rate deferrals
Miscellaneous - net

Total

2,211

(272,135)
(269.924)

2,618
(194,498)

69,841
(122,039)

1,125

22,573
23,698

Interest Charges:
Interest on long-term debt
Other interest - net
Distributions on preferred securities of subsidiary trust
Allowance for borrowed funds used

during construction
Total

Income Before Income Taxes

Income Taxes

Net Income (Loss)

Preferred and Preference Stock
Dividend Requirements and Other

Earnings (Loss) Applicable to Common Stock

163,146
10,026
6,901

181,071
12,819

(1.829) (2,235)
178,244 191,655

82,378 98,204

22,402 102,091

59,976 (3,887)

23,865 28,505

S36,111 (S32.392)

191,341
8,884

(1,026)
199,199

186,163

63,244

122,919

29.643

$93,276

See Notes to Financial Statements.
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ENIERCY GULF STATES. INC.
-r'rPE ENTS OF CASH FLOWS

For the Years Ended December 31.
1997 1996 1995

(In Thousands)

S59.976 (S3.887) S122,919
Operating Activities:
Net income (loss)
Noncash items included in net income (loss):

Write-offof River Bend rate deferrals
Gain on Cajun Settlement
Reserve for regulatory adjustments
Amortization of rate deferrals
Other regulatory charges (credits)
Depreciation, amortization and decommissioning
Deferred income taxes and investment tax credits
Allowance for equity funds used during construction

Changes in working capital:
Receivables
Fuel inventory
Accounts payable
Taxes accrued
Interest accrued
Reserve for rate refund
Deferred fuel
Other working capital accounts

Decommissioning trust contributions and realized
change in trust assets

Provision for estimated losses and reserves
Proceeds from settlement of Cajun litigation
Other
Net cash flow provided by operating activities

Investing Activities:
Construction expenditures
Allowance for equity funds used during construction
Nuclear fuel purchases
Proceeds from sale/leaseback of nuclear fuel
Net cash flow used in investing activities

Financing Activities:
Proceeds from the issuance of:
Long-term debt
Preferred securities of subsidiary trust

Retirement of
First mortgage bonds
Other long-term debt

Redemption of preferred and preference stock
Dividends paid:
Common stock
Preferred and preference stock
Net cash flow used in financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for

Interest -net of amount capitalized
Income taxes

Noncash investing and financing activities:
Change in unrealized appreciation of
decommissioning trust assets

Net assets acquired from Cajun settlement

See Notes to Financial Statements.

(246.022)
381.285
105.455
(26.611)
214,644
(52.486)
(2,211)

(19.679)
7.382

16,999
12.171
(4,497)

(46,254)
(11.765)

194,498

96.956
(25.317)
206.070
101.380

(2,618)

3.691
(12.868)
(26.706)

(1,266)
(7.186)

(68.349)
(70.775)

90.384
(24,359)
202,224

63.231
(1.125)

40,193
(6.357)
(4.820)
24.935

1.510
(56.972)
(24,40)
(16,079)

(9.540)
(5,852)

102,299
(8.970)

(7,436)
(1.885)

(51.947)

(9,513)
10.119

(10.696)
466.324 322.355 400.754

(132.566) (154,993) (18S,944)
2,211 2,618 1.125

(25.522) (25,124) (1,425)
25.522 26.523 542

(130,355) (150.976) (185,702)

- 780 2.277
82,323

(132,240) (195.417)
(50,65) (50.425) (50.425)
(93,367) (10.179) (7,283)

(77,200)
(21,862) (28.336) (29.661)

(293,211) (283.577) (85,092)

42,758 (112,198) 129,960

122.406 234,604 104,644

S165,164 S122,406 S234,604

S167,642
S50,477

S3,939
S319,056

S189,962
S285

SI ,604

S187,918
S208

S2,121
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ENTERGY GULF STATES, INC.
BALANCE SHEETS

ASSETS

December 31,
1997 1996

(In Thousands)
Current Assets:
Cash and cash equivalents:

Cash
Temporary cash investments - at cost,

which approximates market:
Associated companies
Other

Total cash and cash equivalents
Accounts receivable:

Customer (less allowance or doubtful accounts
of 1.8 million in 1997 and S2.0 million in 1996)

Associated companies
Other
Accrued unbilled revenues

Deferred fuel costs
Accumulated deferred income taxes
Fuel inventory - at average cost
Materials and supplies - at average cost
Rate deferrals
Prepayments and other

Total

$10,549

37,389
117.226
165,164

99,762
9,024

32,837
74,825

145,757
22,093
37,627

104,690
21,749
21,680

735,208

S6,573

45,234
70,599

122,406

87,883
2,777

30,758
75,351
99,503
56,714
45,009
86,157

105,456
16,321

728,335

Other Property and Investments:
Decommissioning trust fund
Other - at cost (less accumulated depreciation)

Total

187,462
176,953
364,415

Utility Plant:
Electric
Natural Gas
Steam products
Property under capital leases
Construction work in progress
Nuclear fuel under capital lease
Nuclear fuel

Total
Less - accumulated depreciation and amortization

Utility plant - net

7,168,668
47,656
82,289
67,946
90,333
54,390
23,051

7,534,333
2,996,147
4,538,186

41,983
38,358
80,341

7,040,654
45,443
81,743
72,800

112,137
49.833

7,402,610
2,827,275
4,575,335

120,158
372,817

54,761
87,429

216,082
185,921

1,037,168

Deferred Debits and Other Assets:
Regulatory assets:

Rate deferrals
SFAS 109 regulatory asset net
Unamortized loss on reacquired debt
Other regulatory assets
Long-term receivables

Other
Total

98,410
376,275

48,417
86,819
36,984

203,923
850,828

TOTAL S6,488,637 $6,421,179

See Notes to Financial Statements.

- 92 -



ENTERGY GULF STATES, INC.
BALANCE SHEETS

LIABILITIES AND SHAREHOLDER'S EQUITY

December 31,
1997 1996

(In Thousands)
Current Liabilities:

Currently maturing long-term debt
Accounts payable:

Associated companies
Other

Customer deposits
Taxes accrued
Interest accrued
Nuclear refueling reserve
Obligations under capital leases
Other

Total

S190,890

, 48,726
109,444
30,311
48,318
45.154
3,386

30,280
17,646

524,155

1,124,644
215,438

92,055
9,330

914,079
2,355,546

S 160,865

55,630
85,541
25,572
36,147
49,651
12,354
39,110
18,186

483,056

1,190,666
219,188

83,524
33,688

539,752
2.066,818

Deferred Credits and Other Liabilities:
Accumulated deferred income taxes
Accumulated deferred investment tax credits
Obligations under capital leases
Deferred River Bend finance charges
Other

Total

Long-tern debt
Preferred stock with sinking fund
Preference stock
Company - obligated mandatorily redeemable

preferred securities of subsidiary trust holding
solely junior subordinated deferrable debentures

1,702,719
68,978

150,000

1,915,346
77,459

150,000

85,000

Shareholder's Equity:
Preferred stock without sinking fund
Common stock, no par value, authorized

200,000,000 shares; issued and outstanding
100 shares

Additional paid-in capital
Retained earnings

Total

51,444

114,055
1,152,575

284,165
1.602,239

136,444

114,055
1,152,689

325,312
1.728,500

Commitments and Contingencies (Notes 2, 9 and 10)

TOTAL

Sec Notes to Financial Statements.

S6,488,637 S6,421,179
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ENTERGY GULF STATES, INC.
STATEMENTS OF RETAINED EARNINGS

For the Ycars Ended December 31,
1997 1996 1995

(In Thousands)

Retained Earnings, January I S3 25,3 12 S357,704

(3,887)

S264,626

122,919
Add:

Net income (loss) 59,976

Deduct:
Diridends declared:
Preferred and preference stock
Common stock

Preferred and preference stock
redemption and other

Total

21,862
77,200

28,336 29,482

359
29,841

2,061 169
101,123 28,505

Retained Earnings, December 31 (Note 8) S284,165 S325,312 S357,704

See Notes to Financial Statements.
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ENTERGY GULF STATES, INC. AND SUBSIDIARIES

SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON

1997 1996 1995
(In Thousands)

1994 1993

Operating revenues
Net income (loss)
Total assets
Long-term obligations (1)

5 2,147,829
5 59,976
5 6,488,637
5 2,098,752

$2,019,181
$ (3,887)
$6,421,179
S2,226,329

$ 1,861,974
$ 122,919
S 6,861,058
$ 2,521,203

$1,797,365
5 (82,755)
$6,843,461
52,689,042

$1,827,620
S 69,461
$7,137,351
52,772,002

(1) Includes long-term debt (excluding currently maturing debt), preferred and preference stock with sinking
fund, preferred securities of subsidiary trust, and noncurrent capital lease obligations.

1997 1996 1995 1994 1993
(In Thousands)

Electric Operating Revenues:
Residential
Commercial
Industrial
Governmental
Total retail

Sales for resale
Associated companies
Non-associated companies

Other (1)
Total

Billed Electric Energy
Sales (GWH):

Residential
Commercial
Industrial
Governmental
Total retail

Sales for resale
Associated companies
Non-associated companies
Total Electric Department

$624,862
452,724
740,418
33,774

1,851,778

14,260
57,936

137,537
$2,061,511

8,178
6,575

18,038
481

33,272

414
1,503

35,189

$612,398
444,133
685,178

31,023
1,772,732

20,783
76,173
56,300

$1,925,988

8,035
6,417

16,661
438

31,551

656
2,148

34,355

$573,566
412,601
604,688
25,042

1,615,897

62,431
67,103
43,533

$1,788,964

7,699
6,219

15,393
311

29,622

2,935
2,212

34,769

$569,997
414,929
626,047

25,242
1,636,215

$585,799
415,267
650,230
26,118

1,677,414

45,263
52,967 31,898

(15,244) 38,649
$1,719,201 $1,747,961

7,351
6,089

15,026
297

28,763

7,192
5,711

14,294
296

27,493

1,866
1,650 666

32,279 28,159

(1) 1994 includes the effects of an Entergy Gulf States reserve for rate refund.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Sharcholders of
Entergy Louisiana. Inc.

We have audited the accompanying balance sheets of Entergy Louisiana. Inc. (formerly Louisiana Power &
Light Company) as of December 31, 1997 and 1996, and the related statements of income, retained earnings and
cash flows for each of the thrce years in the period ended December 31, 1997. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a 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 evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of December 31, 1997 and 1996, and the results of its operations and its cash flows for
each of the three years in the period ended December 31, 1997 in conformity with generally accepted accounting
principles.

COOPERS & LYBRAND L.L.P.

New Orleans, Louisiana
March 4, 1998
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ENTERGY LOUISIANA, INC.

MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

Net Income

Net income decreased in 1997 primarily due to a decrease in electric operating revenues and an increase in
other operation and maintenance expenses, partially offset by lower income taxes.

Net income decreased in 1996 primarily due to a decrease in base rate revenues, partially offset by decreases
in other operation and maintenance expenses and lower interest charges.

Significant factors affecting the results of operations and causing variances between the years 1997 and
1996, and between the years 1996 and 1995, are discussed under "Revenues and Sales", "Expenses, and "Other"
below.

Revenues and Sales

See "SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON", following the financial
statements, for information on operating revenues bv source and KWH sales.

The changes in electric operating revenues for the twelve months ended December 31, 1997 and 1996 are as
follows:

Description

Change in base revenues
Fuel cost recovery
Sales vclume/weather
Other revenue (including unbilled)
Sales for resale
Total

Increasel(Decrease)
1997 1996

(In Millions)

(S26.9) ($36.4)
29.7 160.2

(23.8) 19.7
- 3.9

(4.6) 6.6
($25.6) $154.0

Electric operating revenues decreased in 1997 primarily as a result of a decrease in base revenues and lower
sales volume, partially offset by higher fuel adjustment revenues, which do not affect net income. Base revenues
decreased due to base rate reductions that became effective in the third quarters of 1996 and 1997. Sales volume
decreased because of milder weather during the first half of 1997 and the loss of a large industrial customer as well
as substantially lower sales to another large industrial customer in 1997 due to customer cogeneration. Fuel
adjustment revenues increased due to shifting generation requirements as a result of the extended Waterford 3
refueling outage.

Electric operating revenues increased in 1996 due primarily to higher fuel adjustment revenues, which do not
affect net income, and to higher sales volume, primarily due to modest growth in the number of customers. These
increases were partially offset by the impact of base rate reductions ordered in the second quarters of 1995 and 1996,
and by a settlement of related rate issues during the fourth quarter of 1995.
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ENTERGY LOUISIANA, INC.

NIANAGEMNENT'S FINANCIAL DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

Expenses

Operating expenses increased in 1997 primarily due to increases in fuel and purchased power expenses and
other operation and maintenance expenses. Fuel and purchased power expenses increased primarily due to shifting
generation requirements resulting from the extended refueling outage at the Waterford 3 nuclear plant, partially offset
by lower fuel prices. Other operation and maintenance expenses increased due primarily to the write-off of
previously deferred radioactive waste facility costs. Also contributing to the increase in other operation and
maintenance expenses vere nonfueling outage related contract work at Waterford 3 as well as maintenance
performed at Waterford 3 and expenses related to fire damage sustained at the Little Gypsy fossil plant in September
1997.

Operating expenses increased in 1996 primarily due to increases in fuel and purchased power expenses,
higher depreciation, and higher taxes other than income taxes. These increases were partially offset by a decrease in
other operation and maintenance expenses as a result of restructuring charges recorded in 1995 and by the recording
of rate deferrals in 1996, as discussed below. The increase in fuel and purchased power expenses is due to both
higher gas costs and higher sales volume. Depreciation expense increased due to capital improvements to
transmission lines and substations and due to an increase in the depreciation rate associated %ith Waterford 3. Taxes
other than income taxes increased largely as a result of the expiration of Waterford 3's local property tax exemption
in December 1995. This increase wvas offset for the first six months of 1996 by the recording of the LPSC-approved
rate deferral for these taxes as discussed in Note 2.

Other

Interest charges on long-term debt decreased for 1996 and 1997 due to the retirement and refinancing of
higher-cost long-term debt.

The effective income tax rates for 1997, 1996, and 1995 were 41.1%, 38.3%, and 36.8%, respectively. The
increase in 1997 is primarily due to decreased amortization of deferred income taxes on property fully depreciated for
income tax purposes. The effective income tax rate for 1996 was relatively unchanged from 1995.
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ENTERGY LOUISIANA, INC.
STATE.MIENTS OF NCO 1E

For the Years Ended Decemher 31,
1997 1996

(In Thousands)
1995

Operating Rcvcnucs S 1.803.272 S 1,828,867 S 1.674.875

Operating Expenses:
Operation and maintenance:

Fuel and fucl-related expenses
Purchased pow er
Nuclear refueling outage expenses
Other operation and maintenance

Depreciation, amortization, and decommissioning
Taxes other than income taxes
Other regulatory charges (credits)
Amortization of rate deferrals

Total

429,823
413,532

18,634
318,856
172,035
71,558

5,505
5.749

1.435,692

419,331
403,322

15,885
297,667
167,779
72,329
(3,752)
19.860

1,392,421

300,015
351,583

17,675
311,535
161,023
55,867

28,422
1,226,120

Operating Income 367,580 436,446 448,755

Other Income (Deductions):
Allowance for equity funds used
during construction
Miscellaneous - net

Total

1,149
(517)
632

862
2,933
3,795

; 1,950
2,831
4.781

Interest Charges:
Interest on long-term debt
Other interest - net
Distributions on preferred securities of subsidiary trust
Allowance for borrowed funds used
during construction

Total

116,715
5,885
6,300

122,604
6,938
2,870

129,691
7,210

(1,410) (1,493) (2,016)
127,490 130,919 134.885

Income Before Income Taxes 240,722 309,322 318,651

Income Taxes 98,965 118,560 117,114

Net Income 141,757 190,762 201,537

Preferred Stock Dividend Requirements
and Other 13.355 19,947 21,307

Earnings Applicable to Common Stock S128,402 S170,815 S180,230

See Notes to Financial Statements.
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ENTERGY LOUISIANA. INC
STATEMENTS OF CASH FLOWS

For the Years Ended December 31.
1997 1996 1995

(In Thousands)
Operating Activitics:
Net income
Noncash items included in net income:

Amortization of rate deferrals
Other regulatory charges (credits)
Depreciation, amortization, and decommissioning
Deferred income taxes and investment tax credits
Allowance for equity funds used during construction

Changes in working capital:
Receivables
Accounts payable
Taxes accrued
Interest accrued
Other working capital accounts

Decommissioning trust contributions and realized
change in trust assets

Provision for estimated losses and reserves
Other

Net cash flow provided by operating activities

Investing Activities:
Construction expenditures
Allowance for equity funds used during construction
Nuclear fuel purchases
Proceeds from sale/leaseback of nuclear fuel

Net cash flow used in investing activities

Financing Activities:
Proceeds from the issuance of:

First mortgage bonds
Other long-term debt
Preferred securities of subsidiary trust

Retirement of:
First mortgage bonds
Other long-term debt

Redemption of preferred stock
Changes in short-term borrowings - net
Dividends paid:

Common stock
Preferred stock
Net cash flow used in financing activities

S141,757

5,749
5,505

172,035
(15,456)

(1,149)

2,445
9,140

17,853
(14,678)
19,329

(I 1191)
3,986
5,801

341.126

S 190,762

19.860
(3,752)

167,779
18,809

(862)

(4,889)
22,838
(11,222)
.5,047

(26,831)

(11,620)
* 3,240

(17,488)
351,671

S201,537

28,42'

161,023
2,450

(1,950)

(8,069)
4,420

20,472
1,215

(16,993)

(9,180)
(1,996)
3,306

384,657

(84,767)
1,149

(43,332)
43,332

(83,618)

(103,187)
862

(102,325)

(120,244)
1,950

(44,707)
47,293

(115,708)

. .113,994

67,795

(34,000)
(288)

(7,500)
(31,066)

(145,400)
(13,251)

(231,505)

(130,000)
(270)

(67,824)
(45,393)

(179,200)
(19,072)

(259,970)

16,577

(75,000)
(308)

(11,256)
49,305

(221,500)
(21,115)

(263,297)

Net increase (decrease) in cash and cash equivalents 26,003 (10,624) 5,652

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for.

Interest - net of amount capitalized
Income taxes

Noncash investing and financing activities:
Acquisition of nuclear fuel
Change in unrealized appreciation of

decommissioning trust assets

See Notes to Financial Statements.

23,746 34,370 28,718

S49,749 S23,746 S34,370

S132,199
S68,323

S 118,007
S125,924

S128,485
S96,066

S32,685

. 3,432 S301 S2,304
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ENTERGY LOUISIAtNA, INC.
BALANCE SHEETS

ASSETS

December 31,
1997 1996

(In Thousands)
Current Assets:

Cash and cash equivalents:
Cash
Temporary cash investments - at cost,

which approximates market
Total cash and cash equivalents

Accounts receivable:
Customer (less allowance for doubtful accounts
of Sl.2 million in 1997 and S1.4 million in 1996)

Associated companies
Other
Accrued unbilled revenues

Deferred fuel costs
Accumulated deferred income taxes
Materials and supplies - at average cost
Rate deferrals
Deferred nuclear refueling outage costs
Prepaid income tax
Prepayments and other

Total

S5,148 S 1.804

44,601 21,942
49,749 23,746

69,566
15,035
7,441

61,874

10,994
82,850

27,176

10,793
335,478

73,823
11,606
7,053

63,879
18,347

1,465
78,449

5,749
5,300

24,651
10,234

324,302

Other Property and Investments:
Nonutility property
Decommissioning trust fund
Investment in subsidiary companies - at equity

Total

22,525
65,104
14,230

101,859

Utility Plant:
Electric
Property under capital leases
Construction work in progress
Nuclear fuel under capital lease
Nuclear fuel

Total
Less - accumulated depreciation and amortization

Utility plant - net

5,058,130
233,513

52,632
57,811

1,560
5,403,646
2,021.392
3,382,254

22,525
50,481
14,230
87,2:6

4,997,456
232,582

56.180
38,157
34,191

5.358,566
1,881,847
3,476,719

Deferred Debits and Other Assets:
Regulatory assets:
SFAS 109 regulatory asset - net
Unamortized loss on reacquired debt
Other regulatory assets

Other
Total

TOTAL

278,234 295,836
33,468 37,552
29,991 30,320
14,116 27,313

355,809 391,021

S4,175,400 S4,279,278

See Notes to Financial Statements.
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ENTERCY LOUISIANA, INC.
BALANCE SHEETS

LIABILITIES AND SHAREHOLDER'S EQUITY

December 31,
1997 1996

(In Thousands)
Current Liabilities:
Currently maturing long-term debt
Notes payable - associated companies
Accounts payable:

Associated companies
Other

Customer deposits
Taxes accrued
Interest accrued
Dividends declared
Deferred fuel costs
Obligations under capital leases
Other.

Total

S35,300

43,508
95,886
55,331
25,243
34.571
3,253
3,268

29,232
8.578

334.170

S34.275
31.066

73,389
89,550
59,070
7,390

49,249
3,489

28,000
4,940

380.418

Deferred Credits and Other Liabilities:
Accumulated deferred income taxes
AccUmulated deferred investment tax credits
Obligations under capital leases
Deferred interest - Waterford 3 lease obligation
Other

Total

813,748
134,276
28,579
17,799

119.519
1,113,921

831,093
139,899

10,156
16,809

114.665
1,112,622

Long-term debt
Preferred stock with sinking fund
Company-obligated mandatorily redeemable

preferred securities of subsidiary trust holding
solely junior subordinated deferrable debentures

1,338,464
85,000

1,373,233
92,500

70,00070,000

Shareholder's Equity:
Preferred stock without sinking fund
Common stock, no par value, authorized

250,000,000 shares; issued and outstanding
165,173,180 shares

Capital stock expense and other
Retained earnings

Total

100,500

1,088,900
(2,321)
46,766

1,233,845

100,500

1,088,900
(2,659)
63,764

1,250,505

Commitments and Contingencies (Notes 2, 9 and 10)

TOTAL

See Notes to Financial Statements.

S4.175.400 S4,279,278
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ENTERGY LOUISIANA, INC.
STATEMENTS OF RETAINED EARNINGS

For the Years Ended December 31,
1997 1996 1995

(In Thousands)

Retained Earnings, January I

Add:
Net income

$63,764

141,757

$72,150

190,762

S 113,420

201,537

Deduct:
Dividends declared:

Preferred stock
Comnion stock

Capital stock expenses
Total

13,016
145,400

339
158,755

17,412
179,200

2,536
199,148

20,775
221,500

532
242,807

Retained Earnings, December 31 (Note 8) $46,766 $63,764 $72,150

See Notes to Financial Statements.
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ENTERGY LOUISIANA, INC.

SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON

1997 1996 1995 1994
(In Thousands)

Operating revenues
Net income
Total assets
Long-term obligations (1)

S 1,803,272
5 141,757
$4,175,400
$1,522,043

$1,828,867
5 190,762
$4,279,278
$1,545,889

$1,674,875
$ 201,537
$4,331,523
$1,528.542

$1,710,415
$ 213,839
$4,435,439
$1,530,558

1993

$1.731,541
$ 188,808
$4,463,998
$1,611,436

(1) Includes long-term debt (excluding currently maturing debt), preferred stock with sinking fund, preferred
securities of subsidiary trust, and noncurrent capital lease obligations.

1997 1996 1995
(In Thousands)

1994 1993

Electric Operating Revenues:
Residential
Commercial
Industrial
Governmental

Total retail
Sales for resale
Associated companies
Non-associated companies

Other
Total

Billed Electric Energy
Sales (GWH):

Residential
Commercial
Industrial
Governmental

Total retail
Sales for resale

Associated companies
Non-associated companies
Total

$606,173

379,131

708,356

34,171

1,727,831

3,817

55,345
16,279

$1,803,272

7,826

4,906

16,390

460

29,582

$609,308
374,515

727,505

33,621
1,744,949

5,065

58,685

20,168
$1,828,867

7,893
4,846

17,647

457

30,843

$583,373
353,582

641,196

31,616

1,609,767

1,178

48,987

14,943
$1,674,875

7,855

4,786

16,971

439

30,051

$577,084
358,672

659,061
31,679

1,626,496

352
36,928

46,639
$1,710,415

7,449

4,631

16,561

423

29,064

$572,738
345,254

652,574

29,723
1,600,289

4,849

46,414

79,989
$1,731,541

7,368

4,435

15,914

398

28,115

104

805
30,491

143

982
31,968

44

1,293
31,388

10 112
776 1,213

29,850 29,440
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ENTERGY LOUISIANA, INC.
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REPORT OF INDEPENDENT ACCOUNTANTS- -

To the Board of Directors and Shareholders of
Entergy Mississippi, Inc.

We have audited the accompanying balance sheets of Entergy Mississippi, Inc. (formerly Mississippi Power
& Light Company) as of December 3 1, 1997 and 1996, and the related statements of income, retained earnings and
cash flows for each of the three ears in the period ended December 31, 1997. These financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a 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 evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of December 31, 1997 and 1996, and the results of its operations and its cash flows for
each of the three years in the period ended December 31, 1997 in conformity with generally accepted accounting
principles.

COOPERS & LYBRAND L.L.P.

New Orleans, Louisiana
March 4, 1998
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ENTERGY MISSISSIPPI, INC.

MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

Net Income

Net income decreased in 1997 as a result of a decrease in electric operating revenues and an increase in other
operation and maintenance expenses, partially offset by lower income taxes.

Net income increased in 1996 primarily due to reduced other operation and maintenance expenses, partially
offset by higher income taxes.

Significant factors affecting the results of operations and causing variances between the years 1997 and
1996, and between the years 1996 and 1995, are discussed under "Revenues and Sales", "Expenses", and "Other"
below.

Revenues and Sales

See "SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON", following the financial
statements, for information on operating revenues by source and KWH sales.

The changes in electric operating revenues for the twelve months ended December 31, 1997 and 1996 are as
follows:

Increasel(Decrease)
Description 1997 1996

(In Millions)

Change in base revenues ($7.7) ($2.2)
Grand Gulf rate rider (19.0) 7.1
Fuel cost recovery (14.5) 33.6
Sales volume/weather 3.8 8.5
Other revenue (including unbilled) (1.6) (2.1)
Sales for resale 18.0 23.7
Total ($21.0) S68.6

Electric operating revenues decreased in 1997 primarily due to a decrease in the Grand Gulf I rate rider and
fuel adjustment revenues, which do not affect net income, partially offset by an increase in sales for resale. In
connection with an annual MPSC review, in October 1996, Entergy Mississippi's Grand Gulf I rate rider was
decreased based on the estimate of costs over the next year. Therefore, Grand Gulf I rate rider revenues for 1997
were lower than those in 1996. The decrease in fuel adjustment revenues is due to an MPSC order, effective May 1,
1997, that changed fuel recovery pricing to a fixed fuel factor. Sales for resale increased because of an increase in
sales to associated companies due to changes in generation requirements and availability among the domestic utility
companies.
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ENTERGY MISSISSIPPI, INC.

MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

Electric operating revenues increased in 1996 primarily due to increases in fuel adjustment revenues, the
Grand Gulf I rate rider, sales for resale, and higher sales volume. Fuel adjustment revenues increased in response to
higher fuel costs. In connection with an annual MPSC review, in October 1995, Entergy Mississippi's Grand Gulf I
rate rider was adjusted upward as a result of its undercollection of Grand Gulf 1 costs. The fuel adjustment clause
and the Grand Gulf I rate rider do not affect net income. Sales for resale increased because of an increase in sales to
associated companies due to changes in generation requirements and availability among the domestic utility
companies. The increase in sales volume is primarily due to increased customer usage.

Eypenses

Operating expenses increased in 1997 due to an increase in purchased power expenses and other operation
and maintenance expenses, partially offset by decreases in fuel expense and net rate deferral activity. The increase in
purchased power expenses in 1997 compared to 1996 is due both to the shift in use from higher priced fuel to lower
priced purchased power and to an increase in generation and purchases related to increases in sales volume and sales
for resale. The increase in other operation and maintenance expenses is due to increases in contract labor and loss
reserves. Contract labor increased because of maintenance and plant outage expenses in 1997. :Loss reserves
expense increased as a result of increased litigation reserves.

The other regulatory credits reducing operating expenses in 1996 and 1997 principally represents the deferral
of Entergy Mississippi's portion of the proposed System Entergy rate increase. See Note 2 for further discussion.

Operating expenses increased in 1996 due to an increase in fuel and purchased power expenses, partially
offset by a decrease in other operation and maintenance expenses. Fuel and purchased power expenses increased as a
result of higher fuel costs and higher sales volume. Other operation and maintenance expenses decreased as a result

-of lower payroll, contract work, and materials and supplies expenses. Payroll expenses decreased due to
restructuring costs recorded in 1995 and the resulting decrease in employees. Contract work and materials and
supplies expenses decreased because of the turbine repairs at some of Entergy Mississippi's generating plants in
1995.

Other

The effective income tax rates for 1997, 1996, and 1995 were 28.6%, 34.2%, and 33.7% respectively. The
decrease in 1997 is primarily due to the impact of recording the tax benefit of Entergy Corporation's expenses as
prescribed by the tax allocation agreement. -The effective income tax rate for 1996 was relatively unchanged from
1995.

- 109-



ENTERGY MISSISSIPPI, INC.
STATEMENTS OF INCOME

For the Years Ended December 31,
1997 1996 _

(In Thousands)
1995

Operating Revenues

' Operating Expenses:
Operation and maintenance:

Fuel, fuel-related expenses
Purchased power
Other operation and maintenar ce

Depreciation and amortization
Taxes other than income taxes
Other regulatory charges (credits)
Amortization of rate deferrals

Total

Operating Income

Other Income:
Allowance for equity funds used
during construction

Miscellaneous - net
Total

Interest Charges:
Interest on long-term debt
Other interest - net

'Allowance for borrowed funds used
during constnuction

Total

Income Before Income Taxes

Income Taxes

Net Income

Preferred Stock Dividend Requirements
and Other

Earnings Applicable to Conmon Stock

S937,395

199,880
285,447
129,812
43,300
43,142

(20,731)
119,797
800,647

136,748

543
919

1.462

40,791
4,483

(469)
44.805

93,405

26,744

66,661

4,044

S62,617

S958,430 S889,843

207,116
272,812
122,628
40,313
43,389

(23,026)
130,602
793,834

163,198
240,519
144,183
38,197
46,019

(6,965)
114,304
739,455

164,596 150.388

1,143
1,662
2,805

44,137
3,870

950
3,036
3,986

46,998
4,638

(923) (806)
47,084 50,830

120,317

41,106

103,544

34.877

79,211 68,667

5,010 7,515

$74,201 $61,152

See Notes to Financial Statements.
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ENTERGY MISSISSIPPL INC
STATEMENTS OF CASH FLOWS

- Operating Activities: -

Net income
Noncash items included in net income:

Amortization of rate deferrals
Other regulatory charges (credits)
Depreciation and amortization
Deferred income taxes and investment tax credits
Allowance for equity funds used during construction

Changes in working capital:

For the Years Ended December 31,
1997 1996 1995

(In Thousands)

S66,661

119,797
(20,731)
43,300

(32,204)
(543)

S79,211

130,602
(23,026)
40,313

(32,887)
(1,143)

S68,667

114,304
(6,965)
38,197

(36,774)
(950)

Receivables
Fuel inventory
Accounts payable
Taxes accrued,
Interest accrued
Other working capital accounts

Other
Net cash flow provided by operating activities

Investing Activities:
Construction expenditures
Allowance for equity funds used during construction
Net cash flow used in investing activities

2,978 (4,123) (5,277)
3,275 20 (1,901)

(9,246) 88 15,553
5,832 (2,157) 7,818

(6,600) (925) 1,457
(12,283) 4,074 (21,108)
(1,150) (8,081) 11,922

159,086 181,966 184,943

(50,334)
543

-(49,791)

- (85,018) (79,146)
1,143 950

I (83,875) (78,196)

'Financing Activities:
Proceeds from the issuance of general and refunding

mortgage bonds
Retirement of:

General and refunding mortgage bonds
First mortgage bonds
Other long-term debt

Redemption of preferred stock
Changes in short-term borrowings - net
Dividends paid:

Common stock
Preferred stock
Net cash flow used in financing activities

64,827 79,480

(96,000)

(15)
(14,500)

(3,091)

(59,200)
(3,998)

(111,977)

(2,682)

(26,000)
(35,000)
. (15)
(9,876)
50,253

(79,900)
- (5,000)

. (105,538)

(7,447)

(45,000)
(20,000)

(965)
(15,000)
(30,000)

(61,700)
(6,215)

(99,400)

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for
Interest - net of amount capitalized
Income taxes

7,347

9,498 16,945 9,598

S6,816 - $9,498 S16,945

S50,194 . S46,769
S51,598 S73,687

S48,617
S67,746

See Notes to Financial Statements.
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ENTERGY MISSISSIPPI, INC
BALANCE SHEETS

ASSETS

December 31,- .
1997 1996

(In Thousands)
Current Assets:
Cash and cash equivalents:

Cash
Special deposits

Total cash and cash equivalents
Accounts receivable:

Customer (less allowance for doubtful accounts
of SI million in 1997 and S1.4 million and 1996)
Associated companies
Other
Accrued unbilled revenues

Fuel inventory - at average cost
Materials and supplies - at average cost
Rate deferrals
Prepayments and other

Total

S6,816

6,816

36,636
6,842
4,139

49,993
3,386

17,657
127,295

17,537
270,301

S2,384
7.114
9,498

44,809
4,382
2,014

49,383

6,661
17,567

142,504
7,434

- 284,252

Other Property and Investments:
Investment in subsidiary companies - at equity
Other - at cost (less accumulated depreciation)

Total

5,531 5,531
7,757 7,923

13,288 13,454

Utility Plant:
Electric
Construction work in progress

Total
Less - accumulated depreciation and amortization

Utility plant - net

1,687,400
22,960

1,710,360
656,828

1,053,532

Deferred Debits and Other Assets:
Regulatory assets:

Rate deferrals
SFAS 109 regulatory asset - net
Unamortized loss on reacquired debt
Other regulatory assets

Other
,, Total

1,633,484
47,373

1,680,857
635,754

1,045.103

104,588
11,813
9,254

46,309
6,693

178,657

22,993
8,404 .

64,827
6,216

102,440

TOTAL S1,439,561 S1.521,466

See Notes to Financial Statements.
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ENTERGY MISSISSIPPI, INC.
- BALANCE SHEETS

LIABILITIES AND SHAREHOLDER'S EQUITY

Current Liabilities:
Currently maturing long-term debt
Notes payable - associated companies
Accounts payable:
Associated companies
Other

Customer deposits
Taxes accrued
Accumulated deferred income taxes
Interest accrued
Other

Total

December 31,
1997 1996

(In Thousands)

S20 S96,015
47,162 - 50,253

36,057
11,276
24,084
32,314
44,277
14,309
2,806

212,305

32,878
23,701
26,258
26,482
58,634
20,909
3,065

338,195

Deferred Credits and Other Liabilities:
Accumulated deferred income taxes
Accumulated deferred investment tax credits
Other

Total

244,464 . 249,522
23,915 25,422
15,892 19,445

284,271 ; 294,389

Long-term debt
Preferred stock with sinking fund

464,156 399,054
7,000

Shareholder's Equity-
Preferred stock without sinking fund
Common stock, no par value, authorized

15,000,000 shares; issued and outstanding
8,666,357 shares

Capital stock expense and other
Retained earnings

Total

Commitments and Contingencies (Notes 2 and 9)

TOTAL

50,381 57,881

199,326 199,326
(59) (143)

229,181 225,764
478,829 482,828

S1,439,561 S1,521.466

See Notes to Financial Statements.
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ENTERGY MISSISSIPPI, INC.
STATEMENTS OF RETAINED EARNINGS

For the Years Ended December 31,
1997 1996 1995

(In Thousands)

Retained Earnings, January 1

Add:
Net income

S225,764

66,661

S231,463

79,211

S232,011

68,667

Deduct:
Dividends declared:
Preferred stock
Common stock 

Preferred stock expenses
Total

Retained Earnings, December 31 (Note 8)

3,656
59,200

388
63,244

4,803
79,900

207
84,910

5,971
61,700

1,544
69,215

$229,181 $225,764 $231,463

See Notes to Financial Statements.
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ENTERGY MISSISSIPPI, INC.

SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON

* 1997 1996 1995
(In Thousands)

1994 1993

Operating revenues
Net Income
Total assets
Long-term obligations (1)

$ 937,395
$ 66,661
$1,439,561
$ 464,156

$ 958,430
$ 79,211
$1,521,466
$ 406,054

$ 889,843
$ 68,667
$1,581,983
$ 511,613

$ 859,845
$ 48,779
$1,637,828
$ 507,555

$ 883,818
$ 69,037
$1,681,992
$ 563,612

(1) Includes long-term debt (excluding currently maturing debt) and preferred stock with sinking fund.

1997 1996 1995 1994 1993
(In Thousands)

Electric Operating Revenues:
Residential
Commercial
Industrial
Governmental
Total retail

Sales for resale
Associated companies
Non-associated companies

Other
Total

Billed Electric Energy
Sales (GWH):

Residential
Commercial
Industrial
Governmental
Total retail

Sales for resale
Associated companies
Non-associated companies
Total

$342,818
274,195
173,152
26,882

817,047

78,233
21,276
20,839

$937,395

4,323
3,673
3,089

333
11,418

1,918
412

13,748

$358,264
281,626
185,351

29,093
854,334

58,749
22,814
22,533

S958,430

4,355
3,508
3,063

346
11,272

1,368
521

13,161

$336,194
262,786
178,466
27,410

804,856

35,928
21,906
27,153

$889,843

4,233
3,368
3,044

336
10,981

959
692

12,632

$332,567 $341,620
257,154 251,285
184,637 182,060
27,495 28,530

801,853 803,495

37,747 34,640
16,728 21,100
3,517 24,583

$859,845 $883,818

4,014 3,983
3,151 2,928
2,985 2,787

330 336
10,480 10,034

1,079 758
512 670

12,071 11,462
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders of
Entergy New Orleans, Inc.

We have audited the accompanying balance sheets of Entergy New Orleans, Inc. (formerly New Orleans
Public Service Inc.) as of December 31, 1997 and 1996, and the related statements of income, retained earnings and
cash flows for each of the three years in the period ended December 31, 1997. These financial statements are the
responsibility, of the Company's management.. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, 6n'a 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 evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of December 31, 1997 and 1996, and the results of its operations'and its cash flows for
each of the three years in the period ended December 31, 1997 in conformity with generally accepted accounting
principles.

COOPERS & LYBRAND L.L.P.

New Orleans, Louisiana
March 4, 1998

- 117 -



ENTERGY NEW ORLEANS, INC

MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

Net Income

Net income decreased in 1997 primarily due to an increase in taxes other than income taxes, partially offset
by lower income taxes.

Net income decreased in 1996 primarily due to the electric and gas rate refund recorded in December 1996,
based on the Council's review of Entergy New Orleans' 1996 earnings. This decrease in net income was partially
offset by reduced other operation and maintenance expenses.

Significant factors affecting the results of operations and causing variances between the years 1997 and
1996, and between the years 1996 and 1995, are discussed under "Revenues and Sales", "Expenses", and
"Other" below.

Revenues and Sales

See "SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON", following the financial
statements, for information on electric operating revenues by source and KWH sales.

The changes in electric operating revenues for the twelve months ended December 31, 1997 and 1996 are
as follows:

Increasel(Decrease)
Description 1997 1996

(In Millions)

Change in base revenues ($13.6) ($8.5)
Fuel cost recovery (2.2) 28.5
Sales volumetweather (0.8) (4.8)
Other revenue (including unbilled) 16.7 (1.4)
Sales for resale 6.8 (0.5)
Total $6.9 $13.3

Electric operating revenues increased in 1997 primarily due to increases in other revenue and sales for
resale, partially offset by a decrease in base revenues. Other revenue increased as a result of a rate refund recorded
in 1996. Sales for resale increased as a result of an increase in electric sales to associated companies primarily due
to changes in generation requirements and availability among the domestic utility companies. The decrease in base
revenues is caused by 1996 and 1997 reductions in residential and commercial rates. Electric operating revenues
increased in 1996 primarily due to higher fuel adjustment revenues, as a result of higher fuel prices, which do not
affect net income. This increase was partially offset by a rate refund recorded in 1996, as discussed in "Net
Income" above, and lower sales attributable to a significant reduction in electricity usage by a large industrial
customer.

Gas operating revenues decreased in 1997 primarily due to lower gas prices. Gas operating revenues
increased in 1996 primarily due to higher gas prices. This increase was partially offset by the rate refund recorded
in 1996, as discussed in "Net Income" above.
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ENTERGY NEW ORLEANS, INC.

MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

Expenses

Operating expenses increased in 1997 due primarily to increases in taxes other than income taxes and lower
other regulatory credits. These increases were partially offset by a decrease in total fuel expenses, including
purchased power and gas purchased for resale. Taxes other than income taxes increased because of higher franchise
taxes resulting from a December 1996 Council order increasing Entergy New Orleans' annual franchise fee from
2.5% to 5% of gross revenues. The decrease in other regulatory credits is primarily a result of the 1996 deferral of
Entergy New Orleans' portion of the proposed System Energy rate increase. See Note 2 for further discussion.
Fuel and purchased power expenses decreased in 1997 primarily due to a shift from higher priced purchased power
to lower priced fuel.

Operating expenses increased in 1996 primarily due to higher fuel expenses, including purchased power
and gas purchased for resale and increased amortization of rate deferrals, partially offset by an increase in other
regulatory credits and a decrease in other operation and maintenance expenses. Fuel expenses, including gas
purchased for resale, increased as a result of significantly higher unit prices. Purchased power increased due to
changes in generation availability and requirements among the domestic utility companies. Other regulatory credits
increased due to the deferral of a portion of the System Energy rate increase being billed to Entergy New Orleans,
as discussed in Note 2. Other operation and maintenance expenses decreased primarily due to lower payroll
expenses as a result of restructuring and reduced regulatory commission expenses.

Other

The effective income tax rates for 1997, 1996, and 1995 were 44.0%, 37.7%, and 37.3%, respectively.
The increase in 1997 is primarily due to decreased amortization of deferred income taxes on property fully
depreciated for federal income tax purposes. The effective income tax rate for 1996 was relatively unchanged from
1995.
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ENTERGY NEW ORLEANS, INC.
- STATEMENTS OF INCOME

1997

For the Years Ended DcemberJl

199( _

(In Thosuands)

I "5

Operating Revenues:
Electric
Natural gas

Total

S410,131
94,691

504.822

$403,254
101.023
504,277

S390,002
80,276

470,278

Operating Expenses:
Operation and maintenance:
Fuel, fuel-related expenses,
and gas purchased for resale

Purchased power
Other operation and maintenance

Depreciation and amortization
Taxes other than income taxes
Other regulatory charges (credits)
Amortization of rate deferrals

Total

141,902
156,542
72,748
21,107
38,964
(6,394)
37,662

462,531

129,059
176,450
71,421
20,007
27,388

(13,543)
35,917

446,699

102,314
145,920
76,510
19,420

. 27,805
(3,985)
31.564

399,548

Operating Income

Other Income (Deductions):
Allowance for equity funds used.

during construction
Miscellaneous - net

Total

42,291 57,578 70,730

I_

1.639
1.797

380 321
(77) _ 1,146
303 1,467

Interest Charges:.
Interest on long-term debt
Other interest - net
Allowance for borrowed funds used

during construction
Total

13,918
1,369

15,268
1,036

15,948
1,853

(286) (252) (127)
15,001 16,052 17,674

Income Before Income Taxes 27,593 42,993 54,853

Income Taxes 12,142 16,217 20,467

Net Income 15,451 26,776 34,386

Preferred Stock Dividend Requirements
and Other 965 965 1,411

Earnings Applicable to Common Stcck S14,486 S25,811 S32,975

See Notes to Financial Statements.
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ENTERGY NEW ORLEANS, INC
- STATEMENTS OF CASH FLOWS

For the Years Ended December 31,
1997 1996 1995

(In Thousands)
Operating Activities:
Net income
Noncash items included in net income:

Amortization of rate deferrals
Other regulatory charges (credits)
Depreciation and amortization
Deferred income taxes and investment tax credits
Allowance for equity funds used during construction

Changes in working capital:
Receivables
Accounts payable -

Taxes accrued
Interest accrued
Income tax refund
Other working capital accounts

Other
Net cash flow provided by operating activities

S15,451

37,662
(6,394)
21,107
(1,957)

(380).

(1,260)
540

4,066
, (276).

'(18,148)
(1,823)
48,588

S26,776

35,917
-(13.543)

20,007
: (12,274)

(321)

832
(5,638)

' ' (4,350)
214

† † (5,216)
1,602

44,006

S34,386

31,564
(3,985)
19,420
(1,998)

(158)

(5,468)
12,566
3,225
(131)

20,172
(4,803)
(5,515)
99,275

Investing Activities:
Construction expenditures
Allowance for equity funds used during construction

Net cash flow used in investing activities

Financing Activities:
Proceeds from the issuance of general and refunding mortgage bonds
Retirement of.

First mortgage bonds
General and refunding mortgage bonds

Redemption of preferred stock
Dividends paid:

Common stock
Preferred stock

Net cash flow used in financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for.

Interest- net of amount capitalized
Income taxes net

(16,137)
380

(15,757)

(27,956) (27,836)
321 158

(27,635) (27,678)

39,608

(12,000) (23,250)
* (30,000)

29,805

(24,200)
(3,525)

(26,000) -'(34,000) (30,600)
(965) ' - (965) (1,362)

(38,965) (48,607) (29,882)

(6,134) - ' (32,236) 41,715

- 17,510 - 49,746 8,031

$11,376 - 17,510 S49,746

$14,951
S10,981

S15,357
, S31,870
I 

S17,187
(S941)

I' See Notes to Financial Statements.
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ENTERGY NEW ORLEANS, INC
BALANCE SHEETS

ASSETS

December31,
1997 1996

(In Thousands)
Current Assets:

Cash and cash equivalents:
Cash
Temporary cash investments - at cost,

which approximates market:
Associated companies
Other

Total cash and cash equivalents
Accounts receivable:

Customer (less allowance for doubtful accounts
of $0.7 million in 1997 and 1996)
Associated companies
Other
Accrued unbilled revenues

Deferred electric fuel and resale gas costs
Materials and supplies - at average cost
Rate deferrals
Prepayments and other

Total

Other Property and Investments:
Investment in subsidiary companies - at equity

$4,321 S 1015

1,918 7,435
5,137 9,060

11,376 17,510

26,913 27,430
1,081 714
4,155 1,764

16,083 17,064
9,384 7,290
9,389 9,904

35,336 37,692
6,087 7.157

119,804 126,525

3,259 3.259

Utility Plant:
Electric
Natural gas
Construction work in progress

Total
Less - accumulated depreciation and amortization

.Utility plant - net

508,338
122,308

19.184
649,830
355,854
293.976

503,061
122,700

18,247
644,008
347,790
296,218

Deferred Debits and Other Assets:
Regulatory assets:
Rate deferrals
SFAS 109 regulatory asset - net
Unamortized loss on reacquired debt
Other regulatory assets

Other
Total

64,192 99,498
1,202 6,051
1,435 1,647

13,392 15,908
890 890

81,111 123,994

TOTAL S498,150 S549.996

See Notes to Financial Statements.
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ENTERGY NEW ORLEANS, INC
BALANCE SHEETS

LIABILITIES AND SHAREHOLDER'S EQUITY

December 31,
1997 1996

(In Thousands)

Current Liabilities:
Currently maturing long-term debt
Accounts payable:

Associated companies
Other

Customer deposits
Taxes accrued
Accumulated deferred income taxes
Interest accrued
Provision for rate refund
Other

Total

Deferred Credits and Other Liabilities:
Accumulated deferred income taxes
Accumulated deferred investment tax credits
Accumulated provision for property insurance
Other

Total

S- S12,000

15,922 18,757
17,505 14,130
16,982 18,974
5,270 1,204

11,544 5,584
5,049 5,325
3,108 19,465
2,231 1,521

77611 . . 96,960

61,000
7,396

15,487
16,327

100,210

72,895
7,984

15,666
24,713

121,258

Long-term debt 168,953 168,888

Shareholder's Equity:
Preferred stock without sinking fund
Common Shareholder's Equity:
Common stock, S4 par value, authorized
10,000,000 shares; issued and outstanding
8,435,900 shares

Additional paid-in capital
Retained earnings subsequent to the elimination of

the accumulated deficit onNovember 30,1988
Total

19,780

33,744
36,294

19,780

33,744
36,294

61,558 73,072
151,376 162,890

Commitments and Contingencies (Notes 2 and 9)

TOTAL $498,150 S549,996

- See Notes to Financial Statements.
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ENTERGY NEW ORLEANS, INC
STATEMENTS OF RETAINED EARNINGS

For the Years Ended December 31,
1997 1996 1995

(In Thousands)

Retained Earnings, January S73,072 $81,261

26,776

S78,886

34,386
Add:

Net income 15,451

Deduct:
Dividends declared:

Preferred stock
Common stock

Capital stock expenses
Total

Retained Earnings, December 31 (Note 8)

965
26,000

965
34,000

26,965 34,965

$61,558 $73,072

1,231
30,600

180
32,011

$81,261

See Notes to Financial Statements.
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ENTERGY NEW ORLEANS, INC.

SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON

1997 1996 1995
(In Thousands)

1994 1993

Operating revenues
Net Income
Total assets
Long-term obligations (1)

$ 504,822
$ 15,451
S 498,150
$ 168,953

* $ 504,277
$ 26,776
$ 549,996
$ 168,888

*- $ 470,278
-$ 34,386

$ 596,206
* 155,958

$ 447,787
$ 13,211
S 592,894
$ 167,610

$ 514,822
$ 36,761
$ 647,605
S 193,262

(1) Includes long-term debt (excluding currently maturing debt).

1997

Electric Operating Revenues:
Residential
Commercial
Industrial
Governmental
Total retail

Sales for resale
Associated companies
Non-associated companies

Other (1)
Total

Billed Electric Energy
Sales (GWH):
Residential
Commercial
Industrial
Governmental

Total retail
Sales for resale

Associated companies
Non-associated companies
Total

$145,688
143,113
24,616
58,746

372,163

10,342
8,996

18,630
$410,131

1,971
2,072

484
994

5,521

91996 1995 1994
(In Thousands)

' $151,577 $141,353 $142,013
149,649 144,374 - 162,410
24,663 22,842 25,422
58,561 52,880 58,726

384,450 361,449 388,571

. '1993

$151,423
167,788
26,205
61,548

406,964

2,649
9,882
6,273

$403,254

3,217 2,061 2,487
9,864 7,512 9,291

15,472 (37,714) 5,088
$390,002 $360,430 $423,830

1,998 2,049 1,896 1,914
2,073 2,079 2,031 1,989

481 537 518 499
974 983 951 924

5,526 5,648 5,396 5,326

316
160

5,997

66 149 92 89
212 297 202 262

5,804 6,094 5,690 5,677

(1) 1994 includes the effects of the 1994 NOPSI Settlement.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholder of
System Energy Resources, Inc.

We have audited the accompanying balance sheets of System Energy Resources, Inc. as of December 31,
1997 and 1996, and the related statements of income, retained earnings and cash flows for each of the three years in
the period ended December 31, 1997. These financial statements are the responsibility of the Company's
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a 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 evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Company as of December 31, 1997 and 1996, and the results of its operations and its cash flows for
each of the three years in the period ended December 31, 1997 in conformity with generally accepted accounting
principles.

As discussed in Note I to the consolidated financial statements, in 1996 the Company changed its method of
accounting for incremental nuclear plant outage maintenance costs.

COOPERS & LYBRAND L.L.P.

New Orleans, Louisiana
March 4, 1998
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SYSTEM ENERGY RESOURCES, INC.

MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS

RESULTS OF OPERATIONS

Net Income

Net income increased slightly in 1997 and 1996 primarily due to lower interest charges attributed to the
refinancing of higher-cost debt.

Significant factors affecting the results of operations and causing variances between the years 1997 and
1996, and between the years 1996 and 1995, are discussed under "Revenues", "Expenses", and "Other" below.

Revenues

Operating revenues recover, operating expenses, depreciation, and capital costs attributable to Grand
Gulf I. Capital costs are computed by allowing a return on System Energy's common equity funds allocable to its
net investment in Grand Gulf I and adding to such amount System Energy's effective interest cost for its debt
allocable to its investment in Grand Gulf 1. See Note 2 herein for a discussion of System Energy's proposed rate
increase. '

Expenses

Operating expenses increased in 1997 due to higher nuclear refueling outage expenses and higher
depreciation, amortization, and decommissioning expenses. Nuclear refueling outage expenses increased due to
costs that were deferred from the November 1996 outage, which are now being amortized over an 18-month period
that began-in December 1996. Prior to this outage, such costs were expensed as incurred and no such expenses
were incurred in 1996. The increase in depreciation, amortization, and decommissioning expense is due to the
reduction of the regulatory asset set up to defer the depreciation associated with the sale and leaseback in 1989 of a
portion of Grand Gulf 1. The depreciation was deferred to match the collection of lease principal and revenues with
the depreciation of the asset. Grand Gulf 1 was on-line for 365 days in 1997 as compared to 322 days in 1996.

Operating expenses increased in 1996 due primarily to increases in other operation and maintenance
expenses, and depreciation, amortization, and decommissioning expenses. Other operation and maintenance
expenses increased primarily because of higher waste disposal costs and medical benefit charges for the year. The
increase in decommissioning costs and depreciation rates is reflected in the 1995 System Energy FERC rate
increase filing, subject to refund (see Note 2). These increases were partially offset by a decrease in nuclear
refueling outage expenses. The decrease in nuclear outage expenses w as primarily due to the effect of deferring the
nuclear refueling outage expenses in the fourth quarter of 1996 rather than recognizing those expenses as incurred
(see Note 1). Grand'Gulf 1 was on-line for 322 days in 1996 as compared with 285 days in 1995. The increase in
the on-line days was primarily due to the unit's shorter eighth refueling outage that lasted from October 19, 1996 to
November 30, 1996 (41 days), compared to a 68-day outage in 1995, and to a lesser extent, unplanned outages in
1996 totaling 3 days, compared to 12 days for 1995.

Other

Interest charges decreased in both 1997 and in 1996 due primarily to the retirement and refinancing of
higher-cost long-term debt.

The effective income tax rates in 1997, 1996, and 1995 were 42.2%, 45.4%, and 44.8%, respectively. The
decrease in 1997 is primarily due to the impact of recording the tax benefit of Entergy Corporation's expenses as
prescribed by the tax allocation agreement. The effective income tax rate for 1996 was relatively unchanged from
1995.
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SYSTEM ENERGY RESOURCES, iNC.
STATEMENTS OF INCOME

Operating Revenues

Operating Expenses:
Operation and maintenance:

Fuel and fuel-related expenses
Nuclear refueling outage expenses
Other operation and maintenance

Depreciation, amortization, and decommissioning
Taxes other than income taxes

Total

Operating Income

Other Income:
Allowance for equity funds used
during construction
Miscellaneous - net

Total

For the Years Ended December 31,
1997 1996 1995

(In Thousands)

$633,698 S623,620 $605,639

48,475 43,761 40,262
16,425 1.239 24,935

101,269 105,453 98,441
147,859 128,474 100,747
26,477 27.654 27,549

340,505 306,581 291,934

293,193 317,039 313,705

2,209 1,122 1,878
8,517 5,234 2,492

10,726 6,356 4,370

Interest Charges:
Interest on long-term debt
Other interest - net
Allowance for borrowed funds used
during construction

Total

121,633
7,020

135,376
8,344

143,020
8,491

(1,968)
149,543

(1,683) (1,114
126,970 142,606

Income Before ncome Taxes 176,949 180,789 168,532

Income Taxes 74,.654

S102,295

82,121 75,493

$98,668 S93,039Net Income

See Notes to Financial Statements.
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SYSTEM ENERGY RESOURCES, INC.
STATEMENTS OF CASH FLOWS

For the Years Ended December 31,
1997 1996 1995

(In Thousands)
Operating Activities:
Net income
Noncash items included in net income:

Depreciation, amortization, and decommissioning
Deferred income taxes and investment tax credits
Allowance for equity funds used during construction

Changes in working capital:
Receivables
Accounts payable
Taxes accrued -

Interest accrued
Other working capital accounts

Decommissioning trust contributions and realized
change in trust assets

FERC Settlement - refund obligation
Provision for estimated losses and reserves
Other
Net cash flow provided by operating activities

Investing Activities:
Construction expenditures
Allowance for equity funds used during construction
Nuclear fuel purchases
Proceeds from sale/leaseback of nuclear fuel

Net cash flow used in investing activities

5102,295

147,859
(39,370)
(2,209)

(9,543)
1l,172
7,852
8,127

19,054

(22,452)
(4,539)
43,216
16,684

278,146

S98,668

128,474
-48,975

(1,122)

3,436
- 560

(4,825)
(2,548)

(13,430)

.(21,366)
(4,009)
46,919
7,125

* 286,857

S93,039

100,747
(45,337)

(1,878)

(66,433)
(18,955)
37,266
(4,053)

(21,874)

(7,507)
(3,540)
3,167

31,818
96,460

(35,141)
2,209

(16,524)
16,524

(32,932)

* (29,469) (21,747)
1,122 1,878

(44,704) (51,455)
43,971 52,188

(29,080) (19,136)

.Financing Activities:
Proceeds from the issuance of:

First mortgage bonds
Other long-term debt

Retirement of.
First mortgage bonds
Other long-term debt

Changes in short-term borrowings - net
Common stock dividends paid
Net cash flow used in financing activities

Net increase (decrease) in cash and cash equivalents

Cash and cashequivalents at beginning of period

Cash and cash equivalents at end of period

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid during the period for.

Interest - net of amount capitalized
Income taxes

Noncash investing and financing activities:
Change in unrealized appreciation (depreciation) of
decommissioning trust assets

* - ; 233,656
133,933 73,343

(10,000) (325,101) (105,000)
(7,319) (92,700) (45,320)

* (2,990) 2,990
(113,800) (112,500) (92,800)
(131,119) (165,702) (166,787)

114,095 92,075 (89,463)

92,315 240 89,703

S206,410 - S92,315 5240

S103,684
S 105,621

S1,237

$138,483
S36,397

(S70)

S147,492
S87,016

S3,061

See Notes to Financial Statements.
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SYSTEM ENERGY RESOURCES, INC.
BALANCE SHEETS

ASSETS

December 31,
1997 1996

(In Thousands)
Current Assets:
Cash and cash equivalents:

Cash
Temporary cash investments - at cost.

which approximates market:
Associated companies
Other

Total cash and cash equivalents
Accounts receivable:

Associated companies
Other

Materials and supplies - at average cost
Deferred nuclear refueling outage costs
Prepayments and other

' Total

$792 $26

55,891 41,600
149,727 50,689
206,410 92,315

79,262 71,337
4,140 2,522

63,782 66,302
7,777 24,005
3,658 4,929

365,029 261,410 -

Other Property and Investments:
Decommissioning trust fund 85,912 62,223

Utility Plant:
Electric
Electric plant under leases
Construction work in progress
Nuclear fuel under capital lease

Total
Less - accumulated depreciation and amortization

Utility plant - net

3,025,389
440,970

36,445
64,190

3,566,994
1,086,820
2,480,174

2,994,445
447.409

41,362
83,558

3,566,774
974,472

, 2,592,302

264,758
57,785

207,214
15,601

545,358.

Deferred Debits and Other Assets:
Regulatory assets:

SFAS 109 regulatory asset - net
Unamortized loss on reacquired debt
Other regulatory assets

Other
Total

243,027
51,386

192,290
14,213

500,916

TOTAL S3,432,031 S3,461,293

See Notes to Financial Statements.
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SYSTEM ENERGY RESOURCES, INC.
.:. BALANCE SHEETS

LIABILITIES AND SHAREHOLDER'S EQUITY

December 31,
1997 1996

(In Thousands)
Current Liabilities:

Currently maturing long-term debt
Accounts payable:

Associated companies
Other

Taxes accrued
Interest accrued
Obligations under capital leases
Other

Total

S70,000

29,131
19,122
75,675
42,322
41,977

1,341
279,568

S10,000

18,245
18,836

* . 67,823
34,195
28,000

* 2,306
179,405

Deferred Credits and Other Liabilities:
Accumulated deferred income taxes
Accumulated deferred investment tax credits
Obligations under capital leases
FERC Settlement - refund obligation
Other

Total

562,051
100,171
22,213
48,300

227.847
960,582

624,020
103,647
55,558
52,839

165,517
1,001,581

Long-term debt 1,341,948 1,418,869

Common Shareholder's Equity:
Common stock, no par value, authorized

1,000,000 shares; issued and outstanding
789,350 shares

Retained earnings
Total

789,350
60,583

849,933

789,350
72,088

861,438

Commitments and Contingencies (Notes 2, 9 and 10)

TOTAL $3,432,031 S3,461,293

See Notes to Financial Statements.
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SYSTEM ENERGY RESOURCES, INC.
STATEMENTS OF RETAINED EARNINGS

Retained Earnings, January 1

Add:
Net income

Deduct:
Dividends declared

For the Years Ended December 31,
1997 1996 1995

(In Thousands)

$72,088 $85,920 S85,681

102,295 98,668 93,039

113,800 112,500 92,800

Retained Earnings, Decemb-r 31 (Note 8) S60,583 $72,088 $85,920

See Notes to Financial Statements.
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SYSTEM ENERGY RESOURCES, INC.

SELECTED FINANCIAL DATA - FIVE-YEAR COMPARISON

1997 1996 1995
(In Thousands)

1994 1993

Operating revenues
Net income
Total assets
Long-term obligations (I)
Electric energy sales (GWH

$ 633,698
$ 102,295
$3,432,031
$1,364,161

9,735

$ 623,620
. $ 98,668
. $3,461,293 

* $1,474,427 ..
8,302

$ 605,639
I$ 93,039
$3,431,012
$1,264,024

7,212

$ 474,963.
$ 5,407
$3,613,359 .
$1,456,993

8,653

$ 650,768
$ 93,927
$3,891,066
$1,536,593

7,113

(1) Includes long-term debt (excluding current maturities) and noncurrent capital lease obligations.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Directors and Shareholders of
Entergy London Investments plc

We have audited the accompanying consolidated balance sheet of Entergy London Investments plc and
Subsidiary as of December 31, 1997, and the related consolidated statements of loss, retained earnings and cash
flows for the year ended December 31, 1997. These financial statements are the responsibility of the Corporation's
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a 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 evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of Entergy London Investments plc and Subsidiary as of December 31, 1997, and the results of
their operations and their cash flows for the year ended December 31, 1997 in conformity with generally accepted
accounting principles.

COOPERS & LYBRAND L.L.P.

New Orleans, Louisiana
March 4, 1998
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ENTERGY LONDON INVESTMENTS PLC AND SUBSIDIARY

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

Backzround

Entergy London (formerly Entergy Power UK plc) was incorporated as a public limited company under the
laws of England and Wales in October 1996, as a vehicle for the acquisition of London Electricity. In February
1997, Entergy London gained effective control of London Electricity, having acquired over 90% of its shares. In

'May 1997, Entergy London acquired the remaining shares of London Electricity. Total consideration for the
acquisition was approximately $2.0 billion, based on the exchange rate at the time of the acquisition. Entergy
London's sole significant asset is the stock of London Electricity. Entergy London has no operations outside of its
investment in London Electricity..

Accounting for the Acquisition

Entergy London's acquisition of London Electricity effective February 1, 1997 was accounted for as a
' purchase in accordance with US GAAP. Accordingly, the results of operations of London Electricity have been
consolidated into the results of operations for Entergy London beginning on such date. In accordance-with the
purchase method of accounting, Entergy London has allocated the price paid for London Electricity to London
Electricity's assets and liabilities based on their estimated fair market values with the remainder allocated to London
Electricity's distribution license which represents an other identifiable intangible asset. The assets and liabilities
acquired as of February 1, 1997 were as follows (in millions):

Current assets $ 518.2
Network assets 2,134.3
Other long term assets 1,601.2
Current liabilities (614.8)

-Long term debt (333.9)
Other long term liabilities* (1.285.9)

Total purchase price $ 2.019.1

'The principal 'adjustments to'London Electricity's historical cost of its assets and liabilities include: (a)
increase in the value of network assets ($782.9 million); (b) increase in pension asset for defined benefit pension'plan
under US GAAP ($108.6 million); (c) recordation of distribution license ($1,335.8 million); and (d) recordation of
liability for unfavorable long term contracts ($159.4 million).' Additionally, the Company provided for the deferred
income tax effect of these adjustments at a rate of 33%, which is included in other'long term liabilities. Entergy
London is amortizing the adjustments for network assets and the distribution license over estimated useful lives of 40
years and the adjustment for unfavorable long term contracts over their remaining lives ranging from 14 to 18 years.
Ehtergy London's asset recorded for the defined benefit pension plan will be increased or decreased on a prospective
basis based on future actuarial 'studies of the plan's projectel benefit obligation and fair value of pension plan assets.
The liability for unfavorable long term contracts is based on the estimated fairmarket value' of these contracts over
the present value of the future cash flows under the contracts at the applicable discount rates and prices.: Although
amortization of the liability for unfavorable long-term contracts will reduce the expense related to these contracts, it
will not impact Entergy London's actual payments or cash flow obligations.-

London Electricity has utilized a portion of the pension plan surplus to increase benefits to members and
reduce employer and employee contributions. A recent court ruling in the UK'upheld such uses of pension surplus.

'However, the'decision is'under appeal and should the decision be reversed on appeal, Entergy London could be
required to repay pension surplus utilized and recompute Entergy London's 'prepaid pension asset, which was $241
million at December 31, 1997.
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ENTERGY LONDON INVESTMENTS PLC AND SUBSIDIARY

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

Results of Operations - Successor Company

The following discussion compares the results of operations for the year ended December 31, 1997 for
Entergy London with the results of operations of London Electricity for the ten month period ended January 31, 1997
(London Electricity's fiscal year ended on March 31, prior to its acquisition). The year ended December 31, 1997
for Entergy London includes eleven months results for London Electricity due to its acquisition on February 1, 1997.
Periods prior to February 1, are included for comparative purposes, however, they do not include the effects of
acquisition adjustments described above under "Accountin2 for the Acquisition'.

Operatinz Income

Operating income was S187 million for the year ended December 31, 1997 which included London
Electricity for the eleven month period from February 1, 1997 through December 31, 1997. This represented an
increase of $18 million compared to the historical London Electricity results for the ten month period from April 1,
1996 through January 31, 1997. This increase was due principally to higher revenue from an additional month's
results of operations in the later period and restructuring charges of $19 million during the earlier period. Partially
offsetting this were increases of $59 million in depreciation and amortization expense due principally to acquisition
adjustments and $ 17 million in other operation and maintenance costs. The above variances were all impacted by an
increase in the US dollar to BPS average exchange rate from 1.58 to 1.00 in the ten month period from April 1, 1996
through January 31, 1997 to 1.64 to 1.00 for the eleven month period ending December 31, 1997.

Operating income by segments for the year ended December 31, 1997 was $141 million, $15 million, and
$31 million for the distribution, supply, and other segments, respectively. Income (loss) from those segments for the
ten month period from April 1, 1996 through January 31, 1997 was $159 million, $(1) million, and $11 million,
respectively.

The decrease in distribution operating income was principally due to additional depreciation and amortization
expense of $59 million in the later period attributable to acquisition adjustments for fixed assets and the distribution

.license based on 40-year useful. lives partially offset by one additional month of operations in the later period.
Increases in the supply and other segments are due principally to one additional month. of operations in the later
period and improved margins in the non-Franchise supply market and one-time charges in the period ending
January 31, 1997 relating to the disposal of certain subsidiaries and associated undertakings.

Net Income

Net income decreased by $245 million, from $98 million during the period-from April 1, 1996 to January 31,
1997, to a loss of $147 million for the year ended December 31; 1997. The net loss for the later period includes a
one-time, charge of $234 million (reflected in income taxes) for the windfall profits tax enacted by- the, UK
government in July 1997. The windfall profits tax is not deductible for UK corporation tax purposes. This charge
was partially offset by a reduction of $65 million in the Company's deferred income tax liability, in accordance with
Statement of Financial Accounting Standards No. 109, "Accounting for Income Taxes," due to the UK government
also reducing the UK corporation tax rate from 33% to 31%, effective April 1,. 1997. Acquisition related
adjustments including increased depreciation and amortization of approximately $59 million ($41 million after tax
effect) and increased interest expense, principally on acquisition debt, of approximately $152 million ($105 million
after tax effect) also contributed to the reduction in net income. The increase in operating income of $18 million (S 12
million after tax effect) and an increase in interest and dividend income of $17 million ($12 million after tax effect)
partially offset the above impacts.

- 136 -



ENTERGY LONDON INVESTMENTS PLC AND SUBSIDIARY

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

Revenues

Operating revenues increased by $82 million (5%) from $1,765 million during the ten month period from
April 1, 1996 to January 31, 1997 to $1,847 million for the year ended December 31, 1997, as follows:

Operatin2 Revenues
Increase (Decrease)

from ten-month Period
from April 1, 1996

through January 31, 1997
to the year ended

December 31, 1997
(In millions)

Electricity distribution $ 64
Electricity supply 26
Other (4)
Intra-business (4

Total operating revenues $ 82

Two principal factors determine the amount of revenues produced by the main electricity distribution
business: the unit price of the electricity distributed (which is controlled by the Distribution Price Control Formula)
and the number of electricity units distributed which depends on the demand of London Electricity's customers for
electricity within its Franchise Area. Demand varies based upon weather conditions and economic activity.
Following London Electricity's regulatory distribution price review in 1994, London Electricity's allowable expected
distribution revenues were reduced by. 14%, during the fiscal year ended March 31, 1996. Subsequently, the
Regulator announced a further allowed distribution price reduction of 11% beginning April 1, 1996, and an
additional 3%, beginning April 1, 1997. These price reductions have reduced and will continue to reduce London
Electricity's distribution revenues.

Revenues from the distribution business increased by $64 million (15%) from $435 million for the ten month
period from April 1, 1996 to January 31, 1997 to $499 million for the year ended December 31, 1997, principally
due to an 11% increase in unts distributed as a result of there being eleven months of London Electricity operations
in the year ended December 31, 1997 compared to only ten months in the earlier period. Also contributing to the
total increase was the increase in the U.S. dollars to BPS exchange rate during the year ended December 31, 1997.

Two principal factors determine the amount of revenues produced by the supply business: the unit price of
the electricity supplied (which, in the case of the franchise supply customers, is controlled by the Supply Price
Control Formula) and the number of electricity units supplied. London Electricity is expected to have the exclusive
right to supply all franchise supply customers in its Franchise Area until late 1998.

Franchise supply customers, who are generally residential and small commercial customers, comprised 56%
of total sales volume for the February 1, 1997 through December 31, 1997 period of London Electricity's inclusion
in Entergy London's 1997 results of operations. The volume of unit sales of electricity for franchise supply
customers is influenced largely by the number of customers in London Electricity's Franchise Area, weather
conditions and prevailing economic conditions. Unit sales to non-franchise supply customers, who are typically large
commercial and industrial businesses, constituted 44% of total sales volume for the period from February 1, 1997
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ENTERGY LONDON INVESTMENTS PLC AND SUBSIDIARY

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

through Dccember 31, 1997. Sales to non-franchise supply customers arc determined primarily by the success of the
supply business in contracting to supply customers with electricity who are located both inside and outside London
Electricity's Franchise Area.

During the February 1, 1997 through December 31, 1997 period that London Electricity was included in
Entergy London's 1997 results of operations, the number of electricity units supplied increased by 5% while total
revenues produced by the supply business increased by 2% ($26 million) to $1,689 million from $1,663 million for
the ten month period from April 1, 1996 to January 31, 1997. While volume increased for both Franchise Supply
Customers and Non-Franchise Supply Customers due to the additional month included in the later period, this was
partially offset by lower average unit prices for both customer categories. Reductions in prices for Franchise Supply
Customers are due primarily to pass-through of reduced costs of purchased power. Reductions in prices for Non-
Franchise Supply Customers are due primarily to competitive pressures in this market as purchased power costs
decline.

Other revenues for the February 1, 1997 through December 31, 1997 period that London Electricity was
included in Entergy London's 1997 results of operations were $ 103 million, a decrease of $4 million compared to the
ten month period from April 1, 1996 to January 31, 1997. This was due principally to reduced revenues in the
contracting business and the exclusion of revenues from subsidiaries disposed of in the period ending January 31,
1997.

Expenses

Operating expenses increased by $64 million (4%) from $1,596 million in the ten month period from April 1,
1996 to January 31, 1997 to S1,660 million in the February 1, 1997 through December 31, 1997 period that London
Electricity was included in Entergy London's 1997 results of operations. This increase was due principally to one
additional month's operations in the later period and to increases of $59 million in depreciation and amortization
expense related to the acquisition adjustments for fixed assets and distribution license based on 40-year useful lives
and of $17 million in other operation and maintenance costs. These increases were partially offset by restructuring
charges of $19 million during the earlier period and a decrease in purchase power costs due to a decline in the
average purchase price per unit which was offset by an increase in the exchange rate. Also contributing to the total
increase was the increase in the U.S. dollars to BPS exchange rate during the year ended December 31, 1997.

Other

Interest Expense, Net

Interest expense, net increased by $152 million from $27 million during the ten month period from April 1,
1996 to January 31, 1997 to $179 million for the year ended December 31, 1997. This increase was principally as a-
result of the financing costs associated with the debt facilities entered into to finance the acquisition of London
Electricity, effective February 1, 1997.

- 13 -



ENTERGY LONDON INVESTMENTS PLC AND SUBSIDIARY

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

Income Taxes

Entergy London's effective income tax rate was approximately 596% and 34% for the year ended December
31, 1997, and for the ten month period from April 1, 1996 to January 31, 1997, respectively. The effective rate in
the 1997 period was affected by the recording of a one-time charge of $234 million during the year ended December
31, 1997 for the windfall profits tax enacted by the UK government in July 1997 and the non-deductibility, for UK
corporation tax purposes, of this charge. This impact was partially offset by the $65 million favorable impact of the
reduction in the UK corporation tax rate from 33% to 31%, as discussed above.

Entergy London's 34% effective income tax rate for the ten month period from April 1, 1996 to January 31,
1997, approximated the statutory rate of 33%.
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I

ENTERGY LONDON INVESTMENTS PLC AND SUBSIDIARY
CONSOLIDATED STATEMENT OF LOSS

For the Year Ended
December31, 1997

(In Thousands)

Operating Revenues S 1,847,042

Operating Expenses:
Purchased poweT 1,222,034
Depreciation and amortization 121,365
Other operation and maintenance costs 316,833

Total 1,660.232

OperatingIncome 186,810

Other income (deductions):
Interest and dividend income 22.328
Miscellaneous - net (803)

Total 21,525

Interest Charges:
Distributions on preferred securities of subsidiaries 3,019
Other interest - net 175,628

Total 178,647

Income Before Income Taxes 29,688

Income tax expense 177,023

Net Loss (S147,335)

See Notes to Financial Statements.
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ENTERGY LONDON INVESTMENTS PLC AND SUBSIDIARY
CONSOLIDATED STATEMENT OF CASH FLOWS

For the Ycar Ended
December31, 1997

(In Thousands)
Operating Activities:

Net loss
Noncash items included in net income:
Depreciation and amortization
Deferred income taxes

Changes in assets and liabilities:
Inventory
Accounts receivable and unbilled revenue
Other receivables
Prepayments and other
Long-term receivables and other
Accounts payable
Income taxes accrued
Interest accrued
Deferred revenue and other current liabilities
Other liabilities
Other

Net cash flow provided by operating activities

($147,335)

121.365
(56,217)

375
(66,019)
42,506
(4,340)
4,546

116,091
81,568
(8,270)

(32,383)
(37,002)
36,372
51,257

Investing Activities:
Construction expenditures
Acquisition of London Electricity, net of cash acquired
Other investments
Net cash flow used in investing activities

(181,165)
(1,951,701)

1,321
(2.131,545)

Financing Activities:
Proceeds from the issuance of:

Bank notes and other long-term debt
Common Stock
Preferred securities of subsidiary partnership

Payment of long-term debt
Changes in short-term borrowings - net
Net cash flow provided by financing activities

1,559,748
505,953
300,000

(259,428)
(25,460)

2,080,813

Effect of exchange rates on cash and cash equivalents (10,615)

Net decrease in cash and cash equivalents (10,090)

Cash and cash equivalents at beginning of period 54.478

Cash and cash equivalents at end of period

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for interest
Cash paid for income taxes

See Notes to Financial Statements.

S44,388

$139,578
S127,585
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ENTERGY LONDON NVESTIMENTS PLC AND SUBSIDIARY
CONSOLIDATED BALANCE SHEET

ASSETS

December 31. 1997
(In Thousands)

Current Asscts:
Cash and cash equivalents

Cash
Temporary cash investments

Total cash and cash equivalents
Notes receivable
Accounts receivable:

Customer (less allowance for doubtful accounts of $21.9 million)
Other
Accrued unbilled revenue

Accumulated deferred income taxes
Inventory
Prepayments and other

Total

Property, Plant, and Equipment:
Property, plant and equipment
Construction work in progress

Total
Less - accumulated depreciation and amortization

Property, plant, and equipment - net

Other Property, Investments, and Assets:
Investments, long-term
Distribution license (net of accumulated amortization of S3 1.1 million)
Long-term receivables
Prepaid pension asset
Other

Total

TOTAL

S

44,388
44,388

7,364

139,265
39,764

262,818
12,401

1,976
13,623

52 1,599

2,283,549
81,306

2,364,855
90,021

2,274,834

11,413
1,327,312

17,172
241,216

10,079
1,607,192

54,403.625

See Notes to Financial Statements.
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ENTERGY LONDON INVESTMENTS PLC AND SUBSIDIARY
CONSOLIDATED BALANCE SHEET

LIABILITIES AND SHAREHOLDERS' EQUITY

December 31, 1997
(in Thousands)

Current Liabilities:
Currently maturing long-term debt
Notes payable
Accounts payable
Customer deposits
Taxes accrued
Interest accrued
Other

Total

S33,814
240,794
349,821
24,946

120,981
14,201

805
785,362

Other Liabilities:
Accumulated deferred income taxes
Other

Total

Long-term debt
Company-obligated redeemable preferred securities
of subsidiary partnership holding solely junior subordinated
deferrable debentures

995,865
250,470

1,246,335

1,706,096

300,000

Shareholders' Equity:
Common stock, BPS I par value, 901,000,000 shares authorized,

877,359,785 shares issued and outstanding (less Entergy UK
Limited debt adjustment of S ,371.8 million (Note 7))

Paid-in capital
Accumulated deficit
Cumulative foreign currency translation adjustment

Total

114,000
391,981

(132,390)
(7,759)

365,832

Commitments and Contingencies (Notes 2, 9 and 10)

TOTAL S4,403,625

See Notes to Financial Statements.
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ENTERGY LONDON INVESTMENTS PLC AND SUBSIDIARY
STATEMENT OF CONSOLIDATED RETAINED EARNINGS

Retained Earnings, January 1

Add:
Net loss
Imputed interest on parent company debt

Accumulated Deficit, December 31

For the Year Ended
Dccember 31, 1997

(In Thousands)

S -

(147,335)
14.945

(S132.390)

See Notes to Financial Statements.
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ENTERGY LONDON INVESTMENTS PLC AND SUBSIDIARY

SELECTED FINANCIAL DATA

1997
(In Thousands)

Operating revenues
Net loss
Total assets
Long-term obligations (1)

$ 1847,042
-- S (147,335)

S 4,403,625
S 2,006,096

(1) Includes long-term debt (excluding currently maturing debt) and preferred securities of subsidiarY
partnership.
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ENTERGY CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Entergy Corporation, Entergv
Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System
Energy, and Entergy London)

The accompanying consolidated financial statements include the accounts of Entergy Corporation and its
direct and indirect subsidiaries, including the domestic utility companies, System Energy, and Entergy London.
whose financial statements are included in this document. Except for London Electricity, which was the predecessor
company to Entergy London (see Note 13), the financial statements presented herein result from these companies
having registered securities with the SEC.

All significant intercompany transactions have been eliminated. Entergy Corporation's domestic utility
subsidiaries maintain accounts in accordance with FERC and other regulatory guidelines. Certain previously
reported amounts have been reclassified to conform to current classifications, with no effect on net income or
shareholders' equity.

Use of Estimates in the Preparation of Financial Statements

The preparation of Entergv Corporation and its subsidiaries' financial statements, in conformity ith
generally accepted accounting principles, requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities, and the reported amounts
of revenues and expenses. Adjustments to the reported amounts of assets and liabilities may' be necessary in the
future to the extent that future estimates or actual results are different from the estimates used.

Revenues and Fuel Costs

Entergy Arkansas, Entergy Louisiana, and Entergy Mississippi generate, transmit, and distribute electricity
(primarily to retail customers) in Arkansas, Louisiana, and Mississippi, respectively. Entergy Gulf States generates,
transmits, and distributes electricity primarily to retail customers in Texas and Louisiana; distributes gas at retail
primarily in Baton Rouge, Louisiana, and also sells steam to a large refinery complex in Baton Rouge. Entergy New
Orleans sells both electricity and gas to retail customers in the City of New Orleans (except for Algiers, where
Entergy Louisiana is the electricity supplier). London Electricity, Entergy London's sole asset, distributes and
supplies electricity to customers in the London metropolitan area.

System Energy's operating revenues recover operating expenses, depreciation, and capital costs attributable
to Grand Gulf I from Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans. Capital
costs are computed by allowing a return on System Energy's common equity funds allocable to its net investment in
Grand Gulf 1, plus System Energy's effective interest cost for its debt allocable to its investment in Grand Gulf 1.
See Note 2 for a discussion of System Energy's proposed rate increase.

A portion of Entergy Arkansas' and Entergy Louisiana's purchase of power from Grand Gulf has not been
included in the determination of the cost of service to retail customers by the APSC and LPSC, respectively, as
described in Note 2.

The domestic utility companies and Entergy London accrue estimated revenues for energy delivered since the
latest billings. Entergy London records revenue net of value-added tax.

The domestic utility companies' rate schedules include either fuel adjustment clauses or fixed fuel factors,
both of which allow either current recovery or deferrals of fuel costs until such costs are reflected in the related
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reenues. Fixed fuel factors remain in etl~ct until changed as part of a general rate case. fuel reconciliation, or fixed
fuel factor filing

Entergy London purchases powver primarilv from the wholesaletrading market for clectricity England and
WVales (Electricity Pool). The Electricity Pool monitors supply and demaid between generators and suppliers. sets
prices for generation. and provides centralized sttlement of amounts duc between generators and suppliers.

Price Control

Certain supply customers of Entcrgv London are subject to price control formulas through December 1998
which allow a maximum charge per unit of electricity. Distribution customers arc subject to price control formulas
which allow a maximum charge per unit of electricity. Differences in the charges, or in the purchase cost of
electricity, can result in the under or over-recovery of revenues in a particular year.

Where there is an over-recovery of supply or distribution business revenues against the regulated maximum
allowable amount, revenues are deferred in an amount equivalent to the over-recovered amount. The deferred amount
is deducted from operating revenues and included in other liabilities. Where there is an under-recovery, no asset is
recorded in anticipation of any potential future recover).

Utility Plant

Utility plant is stated at original cost. The original cost of utility plant retired or removed, plus the
applicable removal costs, less salvage, is charged to accumulated depreciation. Maintenance, repairs, and minor
replacement costs are charged to operating expenses. Substantially all of the utility plant is subject to liens from
mortgage bond indentures.

Utility plant includes the portions of Grand Gulf I and Waterford 3 that have been sold and leased back. For
financial reporting purposes, these sale and leaseback arrangements are reflected as financing transactions.

Net utility plant, by company and functional category, as of December 31, 1997 is shown below (in
millions):
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Trawissig

4rDt aoin4m -
EzG ufS

aaoaus

cihr

C an a)

Far D;sias ()

Ented
Enters Erterg Eierv Enter Ertergy ShunV
AMzis GAf~ates LoIdisLn Nssissipp Pk" We=s Ener

Erderw
loodDn

S 7,559
1,538

5,370
859

439
93

566

342

(336)

S 951
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S 2,312 S
631
467
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S
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4'24
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14
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162
16

2,356 

10
- 1,976
13 218

32 61

123
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(2n

90 52 23 19 37 81

78 59

(49) (60)

S 18,1335 2,803 S 4,538 S 3,382 S 1,054 S 293 2,490 $ 2,275

(I) System Energy's decommissioning liability is recorded on the Balance Sheet in "Deferred Credits and Other
Liabilities - Other"
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Depreciation is computed on the straight-line basis at rates based on the estimated service lives and costs of
removal of the various classes oftpropertv. Depreciation rates on average depreciable property are shown below:

Entergy
Entergy Arkansas

Entergy. Entergy
Gulf States Louisiana

Entcrgy Enterer
Mississippi New Orleans

System Entergy
Energv London

1997
1996
1995

3.2 /So
3.0%
2.9%

3 . I)
3.2 %'.
3.3%

2. 8af,,
2.7%
2.7%

3.0 0%
3.0%
3.0%

2.5%
2.4%o
2.4%

3. %O
3.1 /e
3.1%

3.4%
3. 3. ,0
2.9%

4.43/;
N\/A

N/'A

AFUDC represents the approximate net composite interest cost of borrowed funds and a reasonable return
on the equity funds used for construction. Although AFUDC increases both utility plant and earnings, it is only
realized in cash through depreciation provisions included in rates.

Jointlv-Owned Generating Stations

Certain Entergy Corporation subsidiaries jointly on electric generating facilities with third parties, and
record the investments and expenses associated with these generating stations to the extent of their respective
undivided ownership interests. As of December 31, 1997, the subsidiaries' investment and accumulated depreciation
in each of these generating stations were as follows:

Total
Megawatt

Generatin2 Stations Fuel TYpe Capabilitv Ownership
Accumulated

Investment Depreciation
(In Thousands)

Entergy Arkansas
Independence

White Bluff
Entergy Gulf States (1)

- Roy S. Nelson
Big Cajun 2

Entergy Mississippi -
Independence .

System Energy -
Grand Gulf

Entergy Power -
Independence

Unit I
Common Facilities
Units I and 2

Coal
Coal
Coal

Unit 6
Unit 3

Coal
Coal

836

1,659

550
540

1,678

1,200

342

31.50%
15.75%
57.00%

70.00%
42.00%

25.00%

S 117,515
29.568

397,304

400,409
222,957

224,081

S 45,471
10,591

174,227

177,305
92,960

85,860Units I and 2 Coal

Unit I Nuclear 90.00%/(2) 3,454,067 1,086,820

Unit 2 Coal 21.50% 121,138 41,883

(1) On December 23, 1997, Cajun's 30% ownership interest in River Bend Unit 1, a 936 MvW nuclear unit located
near St. Francisville, Louisiana, was transferred to Entergy Gulf States, which previously had owned the other
70% of the unit. See Note 9.

(2) Includes an 11.5% leasehold interest held by System Energy. See Note 10.

Income Taxes

Entergy Corporation and its subsidiaries file a U.S. consolidated federal income tax return. Income taxes are
allocated to the subsidiaries in proportion to their contribution to consolidated taxable income. SEC regulations
require that no Entergy Corporation subsidiary pay more taxes than it would have paid if a separate income tax
return had been filed. Entergy London, as a member of an affiliated group in the UK, is eligible for group relief.
Group relief enables current losses to be surrendered by one affiliated company to another affiliated company. It is
the policy of Entergy London's affiliated group to apply the group relief provisions in order to minimize the UK
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corporation income tax of the group. In accordance with SFAS 109, 'Accounting for Income Taxes", deferred
income taxes are recorded for all temporary differences between the book and tax basis of assets and liabilities, and
for certain credits available for carrvforward.

Deferred tax assets arc reduced by a valuation allowance when. in the opinion of management, it is more
likelv than not that some portion of the deferred tax assets will not be realized. Deferred tax assets and liabilities are
adjusted for the effects of changes in tax laws and rates on the date of enactment...

Investment tax credits are deferred and amortized based upon the average useful life of the related property,
in accordance with rate treatment.

Distribution Licenses

Distribution licenses represent the identifiable intangible assets related to Entergy London and CitiPower
s hich exclusively permit distribution services to be provided within defined territories. These licenses are being
amortized over 40 years using the straight-line method. Entergy's future net cash flows are expected to be sufficient
to recover the amortization of the cost of the CitiPower and Entergy London licenses.

Reacquired Debt

The premiums and costs associated with reacquired debt of the domestic utility companies and Sstem
Energy (except that allocable to the deregulated operations of Entergy Gulf States) are being amortized over the life
of the related new issuances, in accordance w ith ratemaking treatment.

Cash and Cash Equivalents

Entergy considers all unrestricted highly liquid debt instruments purchased with an original maturity of three
months or less to be cash equivalents.

Investments

Entergy applies the provisions of SFAS 115, "Accounting for Investments for Certain Debt and Equity
Securities", in accounting for investments. As a result,,Entergy has recorded on the consolidated balance sheet an
additional $53 million in decommissioning trust funds of the domestic utility companies. Such increase represents the
amount by which the fair value of the securities held in such funds exceeds the amounts deposited from rate recovery,
plus the related earnings on the amounts deposited. In accordance with the regulatory treatment for decommissioning
trust funds, Entergy has recorded an offsetting amount in unrealized gains on investment securities as a regulatory
liability in other deferred credits.

Entergy London accounts for investments whose fair market values are readily determinable in accordance
with SFAS 115. These securities are considered available-for-sale securities under SFAS 115 and their fair values
approximate cost. Other securities whose fair market values are not readily determinable and in which Entergy
London does not have a significant interest are recorded at cost.

Investments in which Entergy London's ownership interest ranges from 20% to 50%, or which are less than
20% owned but over which Entergy London exercises significant influence over operating and financial policies, are
accounted for using the equity method. The following are Entergy London's principal equity method investments as
of December 31, 1997:

Investment Percentage Ownership

Thames Valley Power Ltd 50%
London Total Energy Ltd 50%
Barking Power Linited 13.5%
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These investments werc acquired effective February 1. 1997. as part of Entergy's acquisition of London
Electricitv.

Foreign Currenev Translation

In accordance with SFAS 52, Forcign Currency Translation." all assets and liabilities of Entergy's foreign
subsidiaries are translated into U.S. dollars at the exchange rate in effect at the end of the period. and revenues and
expenses are translated at average exchange rates prevailing during the period. The resulting translation adjustments
are reflected in a separate component of shareholders' equity. Current exchange rates are used for U.S. dollar
disclosures of future obligations denominated in foreign currencies. No representation is made that the foreign
currencv denominated amounts have been. could have been. or could be converted into U.S. dollars at the rates
indicated or at any other rates.

Earnings per Share - SFAS 128

The FASB issued SFAS 128, "Earnings per Share", in February 1997, effective for calendar year-end 1997
financial statements. Entergy adopted SFAS 128 and has included a dual presentation of basic and diluted earnings
per share on its consolidated statement of income. The average number of common shares outstanding for the
presentation of diluted earnings per share for the ycars 1997. 1996, and 1995 were greater by approximately 90,000,
91,000, and 60,000 shares, respectively, than the number of such shares for the presentation of basic earnings per
share due to Entergy's stock option and other stock compensation plans discussed more fully in Note 5.

Options to purchase approximately 120,000, 235,000, and 155,000 shares of common stock at various
prices were outstanding at the end of 1997, 1996, and 1995, respectively, but were not included in the computation of
diluted earnings per share because the options' exercise prices were greater than the market price of the common
shares at the end of each of the years presented.

Application of SFAS 71

The domestic utility companies and System Energy currently account for the effects of regulation pursuant to
SFAS 71, "Accounting for the Effects of Certain Types of Regulation". This statement applies to the financial
statements of a rate-regulated enterprise that meets three criteria. The enterprise must have rates that (i) are
approved by the regulator; (ii) are cost-based; and (iii) can be charged to and collected from customers. These
criteria may also be applied to separable portions of a utility's business, such as the generation or transmission
functions, or to specific classes of customers. If an enterprise meets these criteria, it may capitalize costs that would
otherwise be charged to expense if the rate actions of its regulator make it probable that those costs will be recovered
in future revenue. Such capitalized costs are reflected as regulatory assets in the accompanying financial statements.
SFAS 71 requires that rate-regulated enterprises assess the probability of recovering their regulatory assets at each
balance sheet date. When an enterprise concludes that recovery of a regulatory asset is no longer probable, the
regulatory asset must be removed from the entity's balance sheet.

SFAS 101, "Accounting for the Discontinuation of Application of FASB Statement No. 71", specifies how
an enterprise that ceases to meet the criteria for application of SFAS 71 for all or part of its operations should report
that event in its financial statements. In general, SFAS 101 requires that the enterprise report the discontinuation of
the application of SFAS 71 by eliminating from its balance sheet all regulatory assets and liabilities related to the
applicable segment. Additionally, if it is determined that a regulated enterprise is no longer recovering all of its costs
and therefore no longer qualifies for SFAS 71 accounting, it is possible that an impairment (see further discussion
below) may exist which could require further write-offs of plant assets.

During 1997, EITF 974: "Deregulation of the Pricing of Electricity - Issues Related to the Application of
FASB Statements No. 71 and 101" was issued and specifies that SFAS 71 should be discontinued at a date no later
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than ashen the details of the transition to competition plan for all or a portion of the cntity subject to such plan arc
known Howe er. other factors could cause the discontinuiation of SFAS 71 beforc that date. Additionally, EITF 97-
4 promulgates that regulatorvassets to' be recovered through cash flozVs derived from another portion of the entity
which continues to apply SFAS i 7should not be written off, rathecr'thcy should be considered regulatory assets of
the seimcnt " hich will continue to apply SFAS 71.

As of December 3 . 1997. the majority of the domestic utility companies' and System Energy's operations
continue to meet each of the criteria required for the use of SFAS 71. and the companies have rec6eded significant
regulatory assets.

During 1996, FERC issued Orders No. 888 and 889, which require utilities to provide open access to their
transmission system to promote a more competitive market for wholesale power sales. As described in Note 2, the
domestic utility companies have filed transition to competition proposals with their regulators providing, among other
things, for accelerated recovery of certain capitalized costs to facilitate for an orderly transition to a competitive retail
power market. In response to these filings, certain regulatory commissions have begun proceedings to'consider retail
competition in their jurisdictions.

Regulators have generally deferred action on the plans in lieu of their general proceedings on competition.
Entergy cannot, at this time, predict the completion dates or ultimate outcome of all of these proceedings.
Accordingly, the domestic utility companies and System Energy anticipate that they will continue to meet the criteria
for the application of SFAS 71 in the foreseeable future.

Entergy's foreign utility operations are not subject to cost-based rate regulation in the jurisdictions in which
they operate, but rather are subject to price cap regulation in certain instances and to competitive market forces in
other instances. Therefore, the provisions of SFAS 71 do not apply to Entergy's foreign utility operations.

Domestic Derezulated Operations

Entergy Gulf States discontinued regulatory accounting principles for its wholesale jurisdiction and its steam
department during 1989 and for the Louisiana retail deregulated portion of River Bend in 1991. The results of these
deregulated operations (before interest charges) for the years ended December 31, 1997, 1996, and 1995 are as
follows:

1997 1996 1995
(In Thousands)

Operating Revenues $155,471 $174,751 $141,171
Operating Expenses:

Fuel, operating, and maintenance 89,987 119,784 115,799
Depreciation 36,351 31,455 31,129

Total Operating Expenses 126,338 151,239 146,928
Income Taxes 9,416 9,598 (6,979)
Net Income From Deregulated Utility Operations $19,717 $13,914 $1,222

The net investment associated with these deregulated operations was approximately $964 million as of
December 31, 1997, which includes Cajun's interest in River Bend which w as transferred by Cajun's Trustee in
Bankruptcy to Entergy Gulf States in late 1997 at a fair value of $139 million, based on management's estimate of
such value at the time of transfer.
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Imtiairment of Lon2-Lived Assets

Note 2 describes regulatorv assets of S169 million (net of tax) related to Texas retail deferred River Bend
operating and carrying costs w hich were written off upon the adoption of SFAS 121. "Accounting for the Impairment
of Long-Lived Assets and for Long-Livcd Assets to be Disposed Of" (SFAS 121). in the first quarter of 1996.

In accordance with the provisions of SFAS 121, Entergy periodically reviews long-lived assets whenever
events or changes in circumstances indicate that recoverability of thesc assets is uncertain. Generallv, the
determination of recoverabilitv is based on the net cash flows expected to result from such operations and assets.
Projected net cash flows depend on the future operating costs associated with the assets, the efficiency and
availability of the assets and generating units, and the future market and price for energy over the remaining life of
the assets. Based on current estimates of future cash flows, management anticipates that future revenues from such
assets and operations of Entergy will fully recover all related costs.

Assets regulated under traditional cost-of-service ratemaking, and thereby subject to SFAS 71 accounting,
are generally not subject to impairment, because this form of regulation is designed to assure that all allowed costs
are subject to recovery. However, certain deregulated assets and other operations of the domestic utility companies
totaling approximately $ 1.5 billion (pre-tax) could be affected in the future. Those assets include Entergy Arkansas'
and Entergy Louisiana's retained shares of Grand Gulf 1, Entergy Gulf States' Louisiana deregulated asset plan, the
Texas jurisdiction abeved portion of the River Bend plant, and wholesale jurisdiction and steam department
operations.

Chanee in Accountin2 for Nuclear Refueling Outage Costs (Entergy Corporation, Entergy Arkansas, and
System Energy)

In December 1995, at the recommendation of FERC, Entergy Arkansas changed its method of accounting for
nuclear refueling outage costs. The change, effective January 1, 1995, results in Entergy Arkansas deferring
incremental maintenance costs incurred during an outage and amortizing those costs over the operating period
immediately following the nuclear refueling outage, which is the period when the charges are billed to customers.
Previously, estimated costs of refueling outages were accrued over the period (generally 18 months) preceding each
scheduled outage. The effect of the change for the year ended December 31, 1995, was to decrease net income by
S5. I million (net of income taxes of $3.3 million) or S.02 per share. The cumulative effect of the change was to
increase net income $35.4 million (net of income taxes of S22.9 million) or $.15 per share.

System Energy filed a rate increase request with FERC in May 1995 (see Note 2), which, among other
things, proposed a change in the accounting recognition of nuclear refueling outage costs from that of expensing
those costs as incurred to the deferral and amortization method described above with respect to Entergy Arkansas.
As described in Note 2, the FERC AL issued an initial decision in this proceeding in July 1996, agreeing to the
change in recognition of outage costs proposed by System Energy. Accordingly, System Energy deferred the
refueling outage costs incurred in the fourth quarter of 1996. As of December 31, 1996, System Energy's current
assets included $24.0 million in deferred nuclear refueling outage costs which are being amortized over the next fuel
cycle (approximately 18 months). Amortization of these costs in the fourth quarter of 1996 and in 1997 amounted to
S1.2 million and $16.4 million, respectively, and the deferred outage costs amounted to S7.8 million as of December
31, 1997. This change has no impact on the net income of either Entergy or System Energy because System Energy
will recover the refueling outage costs from Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy
New Orleans, and these companies, in turn, will recover these costs from their ratepayers.

Derivative Financial Instruments

Entergy uses a variety of derivative financial instruments, including interest rate and foreign currency swaps,
natural gas and electricity futures, natural gas and electricity options, and energy trading swaps and contracts for
differences, as a part of its overall risk management strategy. Entergy accounts for its derivative financial
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instruments i accordance with SFAS No HO. "Accounting for Futures Contracts," SFAS No. 52. "Foreign Currency
Translation.' and various EITF pronouncements. If the interest rate swaps were to be sold or terminated, any gain or
loss would be deferred and amortized over thc remaining life of thc debt instrument being hedged by the interest rate
swap. If the debt instrument"buirig hedged by the interest rate swaps wre to be extinguished, any gain or loss
attributable to the swap would be recognized in the period of the transaction.

Entergy uses energy trading swaps and contracts for differences primarily to hedge its UK and Australian
supply businesses against the price risk of electricity purchases. Use of these instruments is carried out within the
framework of Entergy's purchasing strategy and hedging guidelines. Risk of loss is monitored through establishment
of approved counterparties and maximum counterparty limits and minimum credit ratings. Entergy recognizes gains
or losses on these instruments when settlement is made on a basis consistent with the treatment of the underlying
energy customer contract being hedged.

Entergy's domestic energy and natural gas marketing business enters into sales and purchases of electricity
and natural gas for delivery up to 12 months in the future. To hedge price risk on such transactions, this business
utilizes natural gas and electricity futures and option contracts. Gains or losses are recognized on such instruments
when settlement is made on a basis consistent with treatment of the underlying sales and purchases of electricity and
natural gas.

See Notes 6, 7, and 9 for additional information concerning Entergy's derivative instruments outstanding as
of December 31, 1997.

Fair Value Disclosures

The estimated fair value of financial instruments was determined using bid prices reported by dealer markets
and by nationally recognized investment banking firms. The estimated fair value of derivative financial instruments
is based on market quotes of the applicable interest or, foreign currency exchange rates, or a survey of foreign
Electricity Pool forward prices. 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 a current market
exchange. In addition, gains or losses realized on financial instruments held by regulated businesses may be reflected
in future rates and therefore not accrue to the benefit or detriment of stockholders.

Entergy considers the carrying amounts of financial instruments classified as current assets and liabilities to
be a reasonable estimate of their fair value because of the short maturity of these instruments. In addition, Entergy
does not expect that performance of its obligations will be required in connection with certain off-balance sheet
commitments and guarantees considered financial instruments. For these reasons, and because of the related-party
nature of these commitments and guarantees, determination of fair value is not considered practicable. See Notes 5,
7, and 9 for additional disclosure.

NOTE 2. RATE AND REGULATORY MATTERS

River Bend (Entergy Corporation and Entergy Gulf States)

In 1988 the PUCT granted Entergy Gulf States a permanent increase in annual revenues of $59.9 million
resulting from the inclusion in rate base of approximately $1.6 billion of company-wide River Bend plant investment
and approximately $182 million of related Texas retail jurisdiction deferred River Bend costs (Allowed Deferrals).
At the same time, the PUCT disallowed as imprudent $63.5 million of company-wide River Bend plant costs and
placed in abeyance, with no finding as to prudence, approximately $1.4 billion of company-wide River Bend plant
investment and approximately $157 million of Texas retail jurisdiction deferred River Bend operating and carrying
costs (Abeyed Deferrals). As a result of the application of the company's long-lived asset impairment policy,
Entergy Gulf States wrote off Abeyed Deferrals ofS 169 million, net of tax, effective January 1, 1996.
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The PUCT's order has been the subject of scvcral appellate proceedings. culminating in an appeal to the
Texas Supreme Court (Supreme Court). On January 3 1. 1997. the Supreme Court issued an opinion reversing the
PUCT's order and remanding the casc to the PUCT for further proceedings.

On January 14. 1998, the commissioners of the PCT oted b'a 2 to I majority to disallow recovery of
S 1.4 billion of company-wide abeyed plant costs. Thc Texas share of these costs, %%hich is not currently in rates. s
approximately 624 million. based on 1988 costs and the jurisdictional allocation included in current rates. The
PUCT is expected to enter an order pursuant to its vote, but has not yet done so. As of December 31, 1997. the
River Bend plant costs disallowed for retail-ratemaking purposes in Texas and the River Bend plant costs held in
abeyance totaled (net of taxes and depreciation) approximately $12 million and $252 million, respectively. See
"Filings with the PUCT and Texas Cities" below for information related to additional rulings by the PUCT and
other retail rate proceedings as well as the proposed agreement in principle between the parties to the Entergy Gulf
States rate proceedings in Texas.

Retail Rate Proceedin2s

Filings with the APSC (Entergy Corporation and Entergy Arkansas)

On December 12, 1997, the APSC resolved the rate application that Entergy Arkansas filed in October 1996
by approving the settlement agreement among Entergy Arkansas and four other parties that was filed Keith the APSC
on October 9, 1997. The settlement agreement as approved provides for accelerated amortization of Entergy
Arkansas' Grand Gulf purchased power obligation in an amount totaling $165.3 million over the period January 1,
1999 through June 30, 2004, and the establishment of a transition cost account to collect earnings in excess of 11 I
return on equity through a streamlined annual earnings review for offset against stranded costs when retail access is
implemented. Rates ill be frozen for at least a three-year period. As of December 31, 1997, Entergy Arkansas
established an estimated reserve of S166 million in the transition cost account. This estimated reserve still be trued
up once the APSC has determined, in a mid-year streamlined earnings review procedure, the actual amount of 1997

' overearnings that should go towards the transition cost account. The APSC's Order also established four generic
dockets to address competition and transition issues that must be resolved prior to retail access. Finally, the APSC
Order approved the rate decreases agreed to in the settlement agreement totaling $200 million over the two-year
period 1998-1999, most involving the ending of the Grand Gulf deferrals and other mechanisms, such that the net
income effect from these reductions is only approximately $22 million. In management's opinion, Entergy Arkansas
continues to meet each of the criteria required for the application of SFAS 71. Refer to "Application of SFAS 71" in
Note 1 for a discussion of SFAS 71 and 101, as well as EITF 97-4.

Filings with the PUCT and Texas Cities (Entergy Corporation and Entergy Gulf States)

In March 1994, the Texas Office of Public Utility Counsel and certain cities served by Entergy Gulf States
instituted an investigation of the reasonableness of Entergy Gulf States' rates. On March 20, 1995, the PUCT
ordered a retroactive annual base rate reduction of $52.9 million, which weas amended to an annual level of $36.5
million. The PUCT's action was based, in part, upon a Texas Supreme Court decision not to require a utility to use
the prospective tax benefits generated by disallowed expenses to reduce rates. The May 26, 1995, amended order no
longer required Entergy Gulf States to pass such prospective tax benefits on to its customers. The rate refund
ordered by the PUCT in its March 20, 1995, order, retroactive to March 31, 1994, was approximately $61.8 million
(including interest) and was refunded to customers in September, October, and November 1995. Entergy Gulf States
and other parties have appealed the PUCT order, but no assurance can be given as to the timing or outcome of the
appeal.

In December 1995, Entergv Gulf States filed a petition isith the PUCT for reconciliation of fuel and
purchased power expenses for the period January 1, 1994 through June 30, 1995. Entergy Gulf States believes that
there was an under-recovered fuel balance, including interest, of $22.4 million as of June 1995. Hearings were
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concluded in October 1996. and in April l)97 tle PUCT issued an order which approved rcoery of approximatelk
$18.8 million of the under-rccovered fuel balance, including interest. In June 1997. the PUCT issued a subsequent
order based on a rehearing. which reduced the approved recoverv to $IS.5 million. Entergy Gulf States has appealrd
portions of the PUCT's ordertto the Texas District Court. No assurance can be given as to the timing or outcome ot
these appeals.

In accordance with the M'erger agreement. Entergy Gulf States filed a rate proceeding 'with the PUCT in
November 1996. In April 1996. certain cities served by Entcrgy Gulf States (Cities) instituted investigations of the
reasonableness of Entergy Gulf States" rates. In Na '1996. 'the Cities agrcd ito' f6rigo their pending investigation
based on the assurance that any rate decrease ordered in the November 1996 filing should be retroactive to June 1.
1996, with accrued interest until refunded. The agreement further provides that no base rate increase will be
retroactive. Subsequent to the November 1996 filing, the Cities passed ordinances reducing Entergy Gulf States'
rates bv $43.6 million. Entergy Gulf States has appealed these ordinances to the PUCT and these appeals have been
consolidated in the pending rate proceeding. Included in the November 1996 filing was a proposal to achieve an
orderly transition to retail electric competition in Texas, similar to the filing described below that Entergy Gulf States
made with the LPSC. This filing with the PUCT vas litigated in four phases as follows: (i) fuel factor/fuel
reconciliation phase, of which Entergy Gulf States believes there vas an under-recovered fuel balance of S4 1.4
million, including interest, for the period July 1, 1995 through June 30, 1996; (ii) revenue requirement phase; (iii)
cost allocation/rate design phase; and (iv) competitive issues phase. Hearings on all of the phases have been
completed. A supplemental filing with respect to the fourth phase was made with the PUCT on April 4, 1997,
outlining a comprehensive market reform proposal calling for the establishment of retail competition, service quality
standards, a regional power exchange, and an independent system operator. Entergy Gulf States requested from the
PUCT a reciprocal commitment to provide an opportunity for the full recovery of prudently incurred investments
previously approved by regulators. The rebuttal testimony of Entergy Gulf States in the competition phase of the
case modified its position to include elements from the 1997 proposed Texas legislation addressing retail access.
Most notable were the provisions calling for a transition period through the year 2001 and rate reductions for
residential and most commercial customers. The PUCT has not issued an order with respect to the completed phases.

In addition to the January 14, 1998 ruling discussed above in "River Bend," the PUCT upheld an ALJ's
ruling disallowing recovery of approximately S40 million of Entergy Services' affiliate costs allocated to Entergy
Gulf States in Texas. Entergy Services is responsible for managing Entergy Gulf States' fossil generating plants and
transmission and distribution systems, as well as providing human resources, accounting, and other necessary
services to Entergy Gulf States and Entergy Corporation's other electric utility subsidiaries. In another matter, the
PUCT also issued an order establishing service quality standards and rate of return adjustments for Entergy Gulf
States and its Texas retail service territory. A portion of the adjustments w ill be retroactive and a portion will be
prospective. The PUCT Xvill evaluate Entergy Gulf States' future performance based on several criteria including
feeder reliability, billing error rates, customer call center performance, service installation performance, line
extension performance and street light replacements.

In' March 1998, the parties to the Entergy Gulf States rate proceedings in Texas reached an agreement in
principle, subject to approval by the PUCT and the' Cities, which would resolve all of the pending rate issues. The
proposed agreement in principle would include a base rate reduction of $40 million on an annual basis, with a refund
retroactive to June 1, 1996; additionally it would provide for a recovery of $25 million of deferred fuel costs; the base
rates would remain at the same level for the next four years after the reduction; a total service quality credit of $9
million retroactive to June 1996; and the recovery of a portion of the abeved portion of River Bend such that at the
end of the four year rate freeze there will remain $ 125 million of net plant related to that abeyed portion. Entergv
Gulf States has established reserves for the probable effects of this agreement in principle based on management s
estimates of the terms thereof. These reserves of approximately S381 million (or $227 million net of taxes) were
recorded in the fourth quarter of 1997. The results of operations of Entergy Gulf States for the vyear ended December
31, 1997, reflect corresponding charges to operating'revenues and other income (deductions) of $70 million and $311
million, respectively. The parties are working to'finalize a definitive agreement. Entergy Gulf States has agreed to
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implement the refunds and rate reductions, subject to final approval of the agreement in principle. Final approval of
the agreement in principle would resolve all regulatory issues discussed above.

Filinos with the LPSC

(Entergy Corporation and Entergy Gulf States)

Annual Earnings Reviews

On May 31. 1995, Entergy Gulf States filed its second required pst-Mcrger earnings analysis wmith the
LPSC. Hearings on this review werc held in December 1995. On October 4. 1996, the LPSC issued an order
requiring a $33.3 million annual base rate reduction and a 9.6 million refund. One component of the rate reduction
removes from base rates approximately S13.4 million annually of costs that will be recovered in the future through
the fuel adjustment clause. On October 23, 1996, Entergy Gulf States appealed the LPSC's order and obtained an
injunction to stay the order, except insofar as it requires the 13.4 million reduction, which Entergv Gulf States
implemented in November 1996. In addition, pursuant to an October 1996 settlement with the LPSC, Entergy Gulf
States will be allowed to recover $8.1 million annually related to certain gas transportation and storage facilities
costs. This amount will be applied as an offset against any refund that may be required by a final judgment in
Entergy Gulf States' appeal of the second post-Merger earnings review order.

On May 31, 1996, Entergy Gulf States filed its third required post-Merger earnings analysis with the LPSC.
Based on this earnings filing, on June 1, 1996, Entergy Gulf States implemented a S5.3 million annual rate reduction.
Hearings on this filing concluded in March 1997. An additional rate reduction may be required upon the issuance by
the LPSC of a final rate order, which is expected in early 1998.

On May 30, 1997, Entergy Gulf States filed its fourth post-Merger earnings analvsis *with the LPSC. This
filing showed a revenue deficiencv such that no rate reduction is warranted. Entergy Gulf States' filing still be
subject to further review by the LPSC. Hearings are scheduled to begin in March 1998.

LPSC Fuel Cost Review

In September 1996, the LPSC completed the second phase of its review of Entergy Gulf States' fuel costs,
which covered the period October 1991 through December 1994 (Phase I). On October 7, 1996, the LPSC issued
an order requiring a S34.2 million refund. The ordered refund includes a disallowance of $14.3 million of capital
costs (including interest) related to certain gas transportation and storage facilities, which were recovered through the
fuel clause, and which have been refunded pursuant to the October 1996 LPSC Settlement. Entergy Gulf States will
be permitted to recover these costs in the future through base rates. On October 23, 1996, Entergy Gulf States
appealed and received an injunction to stay this order, except insofar as the order requires the $14.3 million refund.
On September 19, 1997, the 19th Judicial District Court of Louisiana reversed the LPSC's order with respect to
several disallowances associated with the operation of River Bend, affirmed the LPSC's order with respect to the
remainder of the ordered disallowances, and ordered a refund of $8.8 million, plus interest from December 31, 1995
until payment to the ratepayers. Pleadings seeking appeals to the Louisiana Supreme Court have been filed.

(Entergy Corporation, Entergy Gulf States, and Entergy Louisiana)

In September 1996, Entergy Gulf States and Entergy Louisiana filed proposals with the LPSC designed to
achieve-an orderly transition to retail electric competition in Louisiana, while protecting certain classes of ratepayers
from bearing the burden of cost shifting. The proposals do not increase rates for any customer class. However, these
proposals do provide for a universal service charge for customers that remain connected to Entergv Gulf States' or
Entergy Louisiana's electric facilities but choose to purchase their electricity from another source. In addition, the
proposals include a base rate freeze, which would be put into effect for seven years in the Louisiana areas seniced by
Entergy Gulf States and Entergy Louisiana. Although these proposals allow for the complete recovery, over a seven-
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year pet iod. of the remaining plant investnenl associated with River Bend and %Vatertord 3 as of December 31. 99.
the NRC operating licenses for thcsc plants permit continued operation until the ears 2025 and 2024. respectively.
Hearings on these proposals hase been delayed until 198.

In February 1997. the LPSCiidcntified certain issues mbodicd'ii''the Entergy Gulf States and Entergy
Louisiana proposals that will be addressed in those companies existing rate docklcts,' and other issues that %ill be
addressed in an ongoing generic regulatory proceeding examining electric utility industry restructuring.

(Entergy Corporation and Entergy Louisiana)

On April 15. 1996. Entergy Louisiana made its first annual performance-based formula rate plan filing based
on the 1995 tst year. On June 19, 1996. the LPSC approved a $12 million annual reduction in base rates effective
July 1, 1996. This reduction was based upon the 1995 test year results under the formula rate plan and reflected the
expiration of the Waterford 3 phase-in plan discussed below, which was partially offset by the recovery of the
property taxes on Waterford 3 and the related deferral discussed below. Subsequently, additional issues were
resolved by means of a settlement conference, increasing the base rate reduction from S12 million to S 16.5 million.
Hearings have been conducted to review Entergy Louisiana's allowed return on equity and to address certain other
disputed issues. This may result in an additional rate reduction, which would be prospective only.

On May 30, 1997, Entergy Louisiana made its annual formula rate plan filing with the LPSC for the 1996
test year. This filing showed the necessity to reduce rates by approximately $27.8 million. Additionally, in order to
reflect certain Waterford 3 related items (property tax and termination of the phase-in plan) that are addressed
outside the formula rate plan, the filing showed the necessity to reduce rates further by approximately S26.7 million.
These two reductions produced a total reduction of approximately $54.5 million, which was implemented beginning
in the first filing cycle of July 1997. The May 30 filing is the final filing in the two-year period of the formula rate
plan. There has been no determination to date by the LPSC as to whether the formula rate plan should be extended,
modified, or terminated. On January 21, 1998, the LPSC approved a 4 million refund to reflect lower rates
effective July 1, 1997, as vell as an $8 million prospective annual rate reduction.

Filings with the MNPSC (Entergy Corporation and Entergy Mississippi)

On March 15, 1997, Entergy Mississippi filed its annual earnings review with the MPSC under its formula
rate plan for the 1996 test year. In April 1997, the MPSC issued an order approving a prospective rate reduction of
$ 11.2 million. This rate reduction went into effect May 1, 1997.

Entergy Mississippi initiated discussions with the MPSC regarding an orderly transition to a more
competitive market for electricity. In August 1996, Entergy Mississippi filed a proposal with the MPSC for a rate
rider to assure recovery of all Grand Gulf costs incurred to serve customers. The rider would maintain current rates
for electric service provided by Entergy Mississippi and would apply to customers within Entergy Mississippi's
service area who obtain electricity in the future from a source other than Entergy Mississippi. Entergy Mississippi
designed this rider to assure that commitments made under the current system of regulation are honored and that cost
burdens are not unfairly transferred from departing customers to those who remain on the Entergy Mississippi
system. On August 22, 1996, the MPSC remanded this proposal and established a generic docket to consider
competition for retail electric service. Hearings on this docket concluded in April 1997. In early July 1997 the MPSC
issued an order directing the Mississippi Public Utilities Staff to submit a report outlining a plan for restructuring' the
electric utility industry in Mississippi. On November 3, 1997, the Mississippi Public Utilities Staff submitted to the
MPSC a proposed transition plan for retail competition in the electric industry in Mississippi. The plan represents
the staff's current position on how retail competition can be implemented in Mississippi and includes an
implementation schedule in which retail competition would begin on January 1, 2001. The plan assumes the passage
of necessary enabling legislation in 1999. The plan also provides for a transition period, from January 1, 2001,
through December 31, 2004, for the recovery of any allowed stranded costs through a non-bypassable charge.
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Parties tiled comments on the plan during Januarv and February of 199K and a hearing is scheduled to be conducted
by the IMPSC in April 1993.

Filins %with the Council (Entergy Corporation and Entergy New Oricans)

In March 1997. the Council established new dockets regarding electric and gas utility serixicc competition in
the Citv of New Orleans. The dockets will address competitive issues. including competition. stranded costs.
consumer savings. cost shifting, and potential conflicts among federal, state, and local regulators. as such issues
relate to electric and gas service. Comments were filed by interested parties in Apnil 1997. Public hearings on these
issues were held in Mav. July, and October of 1997.

The Council issued a resolution in February 1997 indicating that it will conduct an investigation of Entergy
New Orleans' allowed rate of rturn, base rates, and adjustment clauses. The Council conducted hearings in April
1997 on the issue of rate of return, and directed Entergy New Orleans to make a cost of service and revenue
requirement filing on May 1, 1997. That filing was later deferred until September 1997.' In July 1997, Entergy New
Orleans and the Council agreed to implement an S18 million annual reduction in base rates effective May 1, 1997,
even though an allowed rate of return had not yet been determined by the Council.

Entergv New Orleans made its cost of service and revenue requirement filing in conjunction it% its
transition to competition plan on September 17, 1997. On November 6, 1997, the Council severed the traditional
ratemaking issues from the transition filings and established a procedural schedule for the second phase of the rate
proceeding, pursuant to which hearings will be conducted in July 1998. Additionally, the Council ordered Entergy
New Orleans to file unbundled gas rates, in preparation for an investigation of issues relating to gas industry
competition. The electric transition to competition filing is generally similar to those filed for the other domestic
utility companies. It includes a rate cap coupled ith a continuing right of the Council- to conduct reviews of Entergy
New Orleans' earnings, an offer to seek authority from FERC for accelerated recovery of Grand Gulf purchased
power obligations, and implementation of a non-bypassable universal service charge for all existing customers,
together with functional unbundling of electric rates. Entergy New Orleans' transition filing will be subject to further
review by the Council. A procedural schedule on that filing has not been set, although public comment has been
requested by the Council.

Dereaulated Asset Plan (Entergy Corporation and Entergy Gulf States)

A deregulated asset plan representing an unregulated portion (approximately 25%) of River Bend (plant
costs, generation, revenues, and expenses) was established pursuant to a January 1992 LPSC order. The plan allows
Entergy Gulf States to sell such generation to Louisiana retail customers at 4.6 cents per KW-H or off-system at
higher prices, ith certain provisions for sharing such incremental revenue above 4.6 cents per KWH between
ratepayers and shareholders.

River Bend Cost Deferrals (Entergy Corporation and Entergy Gulf States)

Entergy Gulf States deferred approximately $369 million of River Bend operating and purchased power
costs, depreciation, and accrued carrying charges, pursuant to a 1986 PUCT accounting order. Approximately S182
million of these costs are being amortized over a 20-year period, and the remaining $187 million was written off in
the first quarter of 1996 in accordance with SFAS 121, as discussed above. As of December 31, 1997, the
unamortized balance of the remaining costs was S107 million. Entergy Gulf States deferred approximately S400.4
million of similar costs pursuant to a 1986 LPSC accounting order, which was amortized over a 10-year period
ended February 1998. Approximately $5'million was unamortized as of December 31, 1997.

In accordance with a phase-in plan approved by the LPSC, Entergy Gulf States deferred $294 million of its
River Bend costs related to the period February 1988 through February 1991. Entergy Gulf States has amortized
S286 million through December 31, 1997. The remaining 8 million *sill be recovered in the first quarter of 1998.
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In connection with the completion of the plase-in plan. on February 18. 198. the LPSC approved an annual
prospective rate reduction of $87 million.

Grand Gulf I and Waterford 3 Deferrals

(Entergy Corporation and Entergy Arkansas) . .

Under the settlement agreement entered into with the APSC in 1985 and amended in 1988, Entergy Arkansas
agreed to retain a portion of its Grand Gulf I-related costs, recover a portion of such costs currently. and defer a
portion of such costs for future recovery. In 1996 and subsequent years, Entergy Arkansas retains 22% of its 36%
share (approximately 7.92%) of Grand Gulf I costs and recovers the remaining 78%. The deferrals ceased in 1990.
and Entergy Arkansas is recovering a portion of the previously deferred costs each year through 1998. As of
December 31, 1997, the balance of deferred costs was $75 million. Entergy Arkansas is permitted to recover on a
current basis the incremental costs of financing the unrecovered deferrals. In the event Entergy Arkansas is not able
to sell its retained share to third parties, it may sell such energy to its retail customers at a price equal to its avoided
energy cost, which is currently less than Entergy Arkansas' cost of energy from its retained share.

(Entergy Corporation and Entergy Louisiana)

In a series of LPSC orders, court decisions, and agreements from late 1985 to mid-1988, Entergy Louisiana
was granted rate relief w ith respect to costs associated with Waterford 3 and Entergy Louisiana's share of capacity
and energy from Grand Gulf 1, subject to certain terms and conditions. With respect to Waterford 3, Entergy
Louisiana was granted an increase aggregating $170.9 million over the period 1985-1988, and agreed to permanently
absorb, and not recover from retail ratepayers, $284 million of its investment in the unit and to defer $266 million of
its costs related to the years 1985-1988, which was recovered from April 1988 through June 1997.

With respect to Grand Gulf 1, in November 1988, Entergy Louisiana agreed to retain and not recover from
retail ratepayers, 18% of its 14% share (approximately 2.52%) of the costs of Grand Gulf I capacity and energy.
Entergy Louisiana is allowed to recover through the fuel adjustment clause 4.6 cents per KWH for the energy related
to its retained portion of these costs. Alternatively, Entergy Louisiana may sell such energy to nonaffiliated parties at
prices above the fuel adjustment clause recovery amount, subject to the LPSC's approval.

(Entergy Corporation and Entergy Mississippi)

Entergy Mississippi entered into a plan with the MPSC that provides, among other things, for the recovery
by Entergy Mississippi, in equal annual installments over 10 years beginning October 1, 1988, of all Grand Gulf
1-related costs deferred through September 30, 1988, pursuant to a final order by the MPSC. Additionally, the plan
provided that Entergy Mississippi would defer, in decreasing amounts, a portion of its Grand Gulf 1-related costs
over four years beginning October 1, 1988. These deferrals are being recovered by Entergy Mississippi over a six-
year period that began in October 1992 and will end in September 1998. As of December 31, 1997, the uncollected
balance of Entergy Mississippi's deferred costs was approximately $127 million. The plan also allows for the
current recovery of carrying charges on all deferred amounts.

(Entergy Corporation and Entergy New Orleans)

Under Entergv New Orleans' various rate settlements with the Council in 1986, 1988, and 1991, Entergy
New Orleans agreed to absorb and not recover from ratepayers a total of $96.2 million of its Grand Gulf I costs.
Entergy New Orleans vas permitted to implement annual rate increases in decreasing amounts each year through
1995, and to defer certain costs and related carrying charges for recovery on a schedule extending from 1991 through
2001. As of December 31, 1997, the uncollected balance of Entergy New Orleans' deferred costs was $99 million.
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Proposed Rate Increase

(Svsteni Energy)

S% stem Energy filed an application with FERC on tay 2. 1905. for a S65 5 million rate increase. The
request seeks changes to System Energy's rate schedule. including increases in the rcvenuc requirement associated
sith decomm issioning costs, the depreciation rate. and the rate of return on common equity. The rquest also

includes a proposed change in the accounting recognition of nuclear refueling outage costs from that of expensing
those costs as incurred to the deferral and amortization method described in Note I with respect to Entergv Arkansas.
On December 12. 1995, System Energy implemented the $65.5 million rate increase, subject to refund for which a
portion has been reserved. Hearings on System Energy's request began in January 1996 and were completed in
Februarv 1996. On Julv 11, 1996. the ALI issued an initial decision in this proceeding that agreed with certain of
System Energy's proposals, including the change in accounting for nuclear refueling outage costs, while rejecting a
proposed increase in return on common equity and recommending a slight decrease. The ALI also rejected the
proposed change in the decommissioning cost methodology. The decision of the ALI is preliminary and may be
modified in the final decision by FERC. Management is unable to predict the final outcome of the rate increase
request or the amount of any refunds in excess of reserves that may be required.

(Entergy Mississippi)

Entergy tississippi's allocation of the proposed System Energy wholesale rate increase is S21.6 million
annually. In July 1995, Entergy Mississippi filed a schedule with the MPSC that defers the retail recovery of the
System Energy rate increase. The deferral plan, which was approved by the NIPSC, began in December 1995, the
effective date of the System- Energy rate increase, and will end after the issuance of a final order by FERC. The
'deferral period ends September 1998, and the deferred amount is to be amortized over 48 months beginning in
October 1998.

(Entergy New Orleans)

Entergy New Orleans' allocation of the proposed System Energy wholesale rate increase is $11.1 million
annually. In February 1996, Entergy New Orleans filed a plan with the Council to defer 50% of the amount of the
System Energy rate increase. The deferral began in February 1996 and will end after the issuance of a final order by
FERC.

FERC Settlement (Entergy Corporation and System Energy)

In November 1994, FERC approved an agreement settling a long-standing dispute involving income tax
allocation procedures of System Energy. In accordance with the agreement, System Energy will refund a total of
approximately $62 million, plus interest, to Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy
New Orleans through June 2004. System Energy also reclassified from utility plant to other deferred debits
approximately $81 million of other Grand Gulf I costs. Although such costs are excluded from rate base, System
Energy is recovering them over a 10-year period. Interest on the $62 million refund and the loss of the return on the
$81 million of other Grand Gulf I costs will reduce Entergy's and System Energy's net income by approximately S 10
million annually until 2004.

Enterav London Re2ulatory Natters (Entergy Corporation and Entergy London)

Distribution Business

The distribution business of London Electricity is regulated under its PES license, pursuant to which revenue
of the distribution business is controlled by the Distribution Price Control Formula (DPCF). The DPCF determines
the maximum average price per unit of electricit, (expressed in kilowatt hours) that a REC may charge. The
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elements used in the DPCF are established for a five-year period and are subject to review by the Regulator at the
end of each period and at other times at the discretion of the Regulator. At each review the Regulator can adjust the
value of certain elements in the DPCF. Following a review by the Regulator in August 1994 a 14% price reduction
was st for London Electricity, effective April 1. 1995. In July 1995, a further review of distribution prices was
concluded by the Regulator for1Fiscal ears 1997 to 2000. As a result f this further review. London Elcctricitv's
distribution prices were reduced an additional 11% effective April 1. 1996; 3% effective April 1, 1997; and will be
reduced by a further 3% on both April 1. 1998 and 1999.

Supply Business

The supply business of London Electricity is also regulated by the Regulator, and prices are established
based upon the Supply Price Control Formula (SPCF) which is similar to the DPCF; however, the SPCF currently
allows full pass through for all properly incurred costs and is set for a four-year period by the Regulator.

At present, London Electricity has an exclusive right to supply electricity to residential and small industrial
and commercial customers in its franchise area with demand of less than 100 KW. In late 1998, this segment of the
supply business will become open to competition, subject to a six-month transition period. This means the market
X ill be fully opened with all customers having access to competition by June 1999. Although the advent of
competition for all customers ill permit all RECs to compete on a national level, London Electricity may be more
sensitive to competition from its neighboring RECs due to its high customer concentration. London Electricity is in
the process of developing its strategy to meet expanded competition in its supply business, which %%ill focus on active
marketing and customer service to defend its residential customer base and expanding product offerings to larger
business customers. Such strategy may include the development of strategic alliances in the provision of energy and
related services and the increased use of hedging of electricity prices to mitigate the increased risk from the expansion
of competition. There can be no assurance that this strategy %till be successful in avoiding a significant loss of
customers of London Electricity's supply business.

On October 16, 1997, the Regulator published final proposals for new supply price restraints to apply for
two years beginning April 1, 1998. The roposals were accepted on November 16, 1997. Among other things, these
proposals implement a price reduction for London Electricity's domestic and small business supply customers of
11.8% compared to the supply price tariff in effect in August 1997. A further 3% reduction is proposed to be
effective on April 1, 1999. The 11.8% price reduction to be effective on April 1, 1998, would be decreased by the
supply tariff reductions announced by London Electricity on September 29, 1997, and effective from October 1,
1997, which will return over-recoveries experienced under the current SPCF. The license modifications which took
effect December 31, 1997, discontinued the automatic pass-through of all costs previously passed through to
domestic and small business customers, including purchased power costs from the Electricity Pool.

London Electricity expects to incur approximately $49 million (a portion of which is expected to be
capitalized) in fiscal year 1998 for re-engineering and technology costs to prepare infrastructure services for full
competition in supply beginning September 1998. London Electricity, along faith the other PES license-holders,
petitioned the Regulator to recover such costs from customers. In the Regulator's supply price restraint proposals
published on October 16, 1997, the Regulator proposed, within the SPCF, to provide for an annual allowance of $7.6
million for each PES license-holder over the 5 years ending March 31, 2003, to cover data management services set-
up costs plus an annual allowance of $1.6 million plus $1.60 per customer to cover operating costs for the period
1998 through 2000. London Electricity estimates that these proposals wvill result in an aggregate allowance for
London Electricity of approximately $12.6 million per annum for the period 1998 through 2000. On November 16,
1997, London Electricity accepted the Regulator's new SPCF to be applied beginning April 1, 1998. In its fiscal
year 1998 (ends March 31, 1998), London Electricity also expects to incur a total of $8.2 million to procure
settlement software for the Electricity Pool designed to interface with RECs' data management software. These costs
are expected to be recouped through Electricity Pool settlement charges.
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The non-franchise supply market. which typically includes larger commercial and industrial customers. was
opened to competition for all customers with usagc above I MW upon privatization of the industrv in 1990. The
non-franchise supply markets of 100 KW or morc werc opened to full competition starting in April 1994.

NOTE 3. INCOME TAXES

Entergy and its
following (in thousands):

registrant subsidiaries' income tax expenses for 1997. 1996, and 1995 consist of the

11991

Cument:

Foreign
State
Total

Deared - net
Isesurnt tax credit

adjustrmnls - net
Rrded inr tax expense

Ineste t axrei
1995

Current:
Federal

State
Total

Deferred - net
Investment tax credit

adjustments - net
Recorded income tax expense

1995

Currnt~
Federal
State

Total
Deferred -net
Investment tax cnedit

adjustments -net

Recorded income tax expense

Charged to cumulative effect

Erncrgy Enterg, Enterg EnteWF Ertergv Ssem - Ehtcrg
ArkAnss Guf States L i-ana Nssissrri NeCv~mlcns Fnrv LonEntem v

S 433.444 S 113278 S 6&881 S 94,448 S 49.472 S 12.003 S 98423 S
237.337 - , . . 'U.080

0E%905 23.756 6.007 19.974 9.476 2.096 15.596
747.686 137.034 74.888 114,422 58.948 14.099 114.024 234.080
(31'691) (73,406) (104.435) (9,833) (30.697) (1.369) (35,894) (57.057)

36.346 (4.408) 51.949 (5.624) (1.507) (588) (34176)
S 471.341 S 59.0 S 22402 S 98965 S 26744 S 12142 S 74.654 S 177.023

Entergy Entergy Entergy Entergy Entergy System
Enterzv Arkansas Gulf States Louisiana Mississippi New Orleans Ener2v

S 272.036 S 108.583 S 510 S 78.629 S 64.358 S 23,860 S 19.637
72.204 21.888 '01 21.122 9.635 4.631 13.50S

344.240 130.471 711 99.751 73.993 28,491 33.145
100.572 (41.261) 106.715 24.656 (29.390) (11,587) 52,447

(23,653) (4.766) (5.335) (5.847) (3.497) (687) (3.471)
S 421.159 S 84,444 S 102.091 S IIS.560 S 41.106 S 16.217 S 82.121

Entergy Entergy Entergy Entergy Entergy System
Enteruv Arkansas Gulf States Louisiana Missippi New Orleans Enerwv

S 306,910 S 87,937 S 13 S 93,670 S 62,436 S 19.071 S 108,920
60.278 18.027 20.994 9.215 3.394 11.910

367,188 105.964 13 114,664 71,651 22.465 120.830
13,333 (5.363) , 67.703 8,148 (35,224) (1.364) (41,871)

(21,478) (5.65S) (4,472) (5,69S) (1,550) (634) (3,466)
S 359.043 S 94.943 S 63.244 S 117,114 S 34,877 S 20,467 S 75,493

S 22.861 S 2261 - S -S - S S

I
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- |~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~

Entergy and its registrant subsidiaries' total incomc taxes differ from the amounts computed by appKing the
statutorv incomc tax ratc to incomc before taxes. Thc rasons for the differences for the wears 1997. 1996, and 1995
are (amounts in thousands):

.... , ; ,

___ __ ~sEnkL7
..mnP fAkas

rEakg rILma rfig, Entcrv

Gulf Stats Lnuisiau Nhssissiri pp x Ors
Eragy 

FjrV [~kdI997
Conitod at statuary rat (35%) (31%
for lntrpy Llkon)
Incrtls (cIxtims) in tax

rutir faxn
State ixmn ta'es net of

feal icom tax ef rect

D-iaion

Rate deferls -
Anxtizaon of investzrit

tax credits
Flo*#1u&nent

diffees
UKAin profts tax
Ctae in UK =awtory rate
Ncu-dxible frrlise fees
Interst on prrtl instrts
Beit of Etergy Capxation

01= -net

Total irne taxes

Effective Irc rnTax Pate

1996
Computed at statutory rate (35%)
Increases (reductions) in tax

resulting from:
State income taxes net of

federal income taxeffect
Depreciation

Rate deferrals - net
Amortization of investment

tax credits
Flow-throughlpermanent

differences
SFAS 121 write-off
Other - net

Total income taxes

.. ..

S 2702F4 IS f64.47) S 2S.833 S 84,253 S 32.691 S 9,658 S 61,932 S 9,196

33,272
25,471

3,4S4

(19,592)

(6,537)
234,080
(64,6'Z))

17,234
(9,094)

8,382
(2,7S4)

1,543

1,274
(3,670)
5,575

12,106
13,162

(526)

3,110
964

(3,504)

1,191
2.236

390

7,209
15,563

(4,404) (3,981) (5,627) (1,512) (589) (3,479)

(308) (6,133) 47 (78) (65)
- 234,080
- (64,670)

(12.591)
(4,920)
(2,759)

- (4,788) (2,704)
504 338 (22)2)

(831) (4,037)
146 (2.534) (1.583)

S 471,341 S 59.220 S 22.402 S 98,965 S 26,744 S 12,142 S 74,654 S 177,023

61.0% 31.6% 27.Y/o 41.1% 2.6% 44.0% 42.2,/o 596.8%

Entery' Entergy Entcrgy Entergy Entergy System
Entergy Arkansas Gulf States Louisiana Mississippi New Orleans Energy

S 319,103 S 84,785 S 34,371 S 108,262 S 42,111 S 15,048 S 63,626

54,801 10,796 19,389 11,535 4,188 1,449 7,444
15,829 (2,102) (6,305) 6,722 1,604 402 15,508
1,973 1,115 5,537 (1,829) (3,430) 580

(20,349) (4,608) (4,380) (5,664) (1,582) (635) (3,480)

1,059 (845) 2,792 (449) (275) (164)
48,265 - 48,265

478 (4,697) 2,422 (17) (1,510) (463) (977)
S 421,159 S 84,444 S 102,091 S 118,560 S 41,106 S 16 ,17 S 82,121

Effective Income Tax Rate 46.2% 34.9% 104.0%wo 38.3% 34.2°.o 37.7°o 45.4%
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Cclptialat ,aatutwv rite (351/4,

I1117= S f l.-iLtIO .s) ill LL'

.9;t IWoul:L' l\C- tt f

ta'T Ilcn tX efra-t

Dqreialtiorl

Rate d.rTjls -nt

nitax l cr~d tnvtt:'ntllfo ci 1lvit:S

Other - nt

Total uit taxs

Inhgy Ewag EEntaD Eitafgy Enicrgy %Stn

Enltas, Azka ('dfStatlc Insi= Nlssisppt Nnv(c s Fn

S '4,944 S 93,45X S 65.157 $ 111.528 S 36.2)40 S 19,198 S 58.w>

42.599 11,551 8,375 11.532 3.344 1,771 7,036

1,670 (1.510) (13.073) 2,693 739 (((l) 13.482

1,699 975 6.240 (2,626) (3,465) 575 -

'20,549) (5,658) (4,475) (5,711) (1,548) (634) (3,480)

(1.320) (3.873) 1.020 (302) (433) is (531)

S 359.043 S 94.943 S 63244 S 117.114 $ 34.877 S 20,467 S 75.493

El~ectJve Ica Tax Rate 37.5% 35.5% 34.C% 36.7,b 37.3% 44.8%

Significant components of Entergy and its registrant subsidiaries' net deferred tax liabilities as of December
31, 1997 and 1996, are as follows (in thousands):

1997

Dtfem-d Tw< Uoablities:

Nst r9 htlay :Isstslibilitis)

PZ rtlted basis dffaxs
Rile df31

Permicn-relatad iterrs
Cisibin lLise

TU4l

Defeffed Tax A&sts:
Acaulted df'aied itnt

Ilnsetnrt tax redit cxnfrads
NOLncwds
Frigi tax cdits (bdudirig

forigi tax on urinud

-easinp)
AVtcrnazi~e minmzn tx credit

Sale ard Icnsaidi
Rmvrul a
LiWied mnrs

Pensicrlated iterms

Rate MRd

FECSetlent
otlr
VsluaticMA Jk~a:

Thai

Nd defered tlx liability

E.tcrgy VErt Eurtea' Ertcrs/ Eiergy S)stan Etrgy
Ark s ffState L i= siissippi New Qlem; Energy Linkn

S (1,378359) S (93.433) S (437.397) S (329,903) S (32140) S (4.6t2) S (281.343) S
(3.574.!260) (475.9,50) (991,253) (716.512) (192402) (52,'95) (494.564) (572 )

(177.0i) (24164) (33,665) (74,427) (43.353)
(74,777) (74,777)

(411.467) , , , (411,467)

(SL306) (53.666) (66,995) (32,101) (7,494) (4.336) (16.714)
S (5.79Sn7 S (849.213) S (1.529.310) S (1.07,516) S (3C4463) S (104626) S (79'.621) S (L059.140)

204.414 40.721 61.122 51.669 9,147 3,440 3S.315
S3,080 83,0SO
2.137 , 2,137

24SS97

40,658 . 40,658
235,668 - I08.944 - - 126.724

105.477 L 198 2.027 63,759 2,590 14903.
45,.05 . 23,S4S 16,970 (1,195) 5.882
33,724 12,897 9,653 t.901 6.097 3,276

195,484 6.504 154.153 - - 34,827
17,193 ' ' 17193

211,61 9,062 21,837 24,767 5,379 5,760 IQ235 75,676

(24SS97) 

S 1,174.701 S 57.485 S 426,759 S 275.762 S 17.722 S 32C82 S 230.570 S 75.67 6

S (4L623.576) S (79728 S (1.102.551) S (S02.754) S (28.741) S (72.544) S (562.051) S (983464)
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1996

Deferred Tax iihilities
Net regulatory ascts/(liahilities)

PLant-related basis dilferences
Rate deferrals
Other

Total

Deterred Tax Assets
Accumulated deferred investment

tax credit
Investment tax credit carrforwards
NOL camforwards
Alternative minimum tax credit
Sale and leaseback
Removal cost
Unbilled revenues
Pension-related items

Rate refund
FERC Settlement
Other

Total

Interer I nterL% lsitcrp% I:ntrev I n1_,r, . -Sssqel.-

I ntergv y Arkansx (ul tSttes I bsi.i.a, lisisirp , 'es Ort:l.n, Fnergy

S (1.406.921) S (2x7.217) S (434.3h8) S (34-9.667) S (21.5.1) S 09.1, $ (3S(4.40.3
(2.976,724) (476.364) f1.L'06,347) (716.974) {1X5.03X) (50.43S (5 12.519)

(322.530) (84.826) (6.282) ,'\ (2.939) (113,669) (52.914) ..

(143.7921 (59.592) (9.243) " (31.433) (7.604) (6.193; (24.917)
S (4.849.967) S (907.999) S (1.518.252) S (1.100.913) S (327.848) S (I 19.2!9; S (841.839)

210.879 42.4'0 61,563 53.831 9.724 3.666 39.645
138.779 139.779

24.990 24.990
40.658 40.658

233.823 108,390 - 125.433
102,268 27.391 61.716 2.454 10.707

37.692 17.824 14.965 (343) 5,246
30.869 11.291 8.838 2.008 5.987 2.745
25.409 . - 7.077 18.332

19.079 - ' ' - 19.079

147.020 9.049 61.804 23.545 5.849 8.097 12.585
S 1.011.466 S 51.499 S 384.300 S 271.285 S 19.692 S 40.780 S 217.819

S (3.838.501) S (856.500) S (1.133.952) S (829.628) S (308.156) 5 (78.479) S (624,020)Net deferred tax liability

As of December 31, 1997, Entergy has investment tax credit (ITC) carryforward of S83.1 million and state
net operating loss carryforward of $26.7 million, all related to Entergy Gulf States operations. The ITC
carryforwards include the 35% reduction required by the Tax Reform Act of 1986 and may be applied solely against
federal income tax liability of Entergy Gulf States and, if not utilized, will expire between 1998 and 2002. The
alternative minimum tax (AMT) credit carrvforwards as of December 31, 1997 were $40.7 million, all related to
Entergy Gulf States operations. This AMT credit can be carried forward indefinitely and may be applied solely
against the federal income tax liability of Entergy Gulf States.

The valuation allowance is provided primarily against foreign tax credit carrnfonvards and foreign tax
credits on unremitted earnings which can be utilized against future taxable income in the United States.

NOTE 4. LINES OF CREDIT AND RELATED SHORT-TERM BORROWINGS (Entergy
Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy New
Orleans, System Energy, and Entergy London)

In November 1996, SEC authorization was received by Entergy Arkansas, Entergy Gulf States, Entergy
Louisiana, Entergy Mississippi, Entergy New Orleans, and System Energy increasing short-term borrowing limits to
$235 nillion, $340 million, $225 million, $103 million, $35 million, and $140 million, respectively (for a total of
$1.078 billion). These authorizations are effective through November 30, 2001. Of these companies, only Entergy
Mississippi had borrowings outstanding as of December 31, 1997. Entergy Mississippi had $47.2 million of
borrowings outstanding under the money pool, an inter-company borrowing arrangement designed to reduce the
domestic utility companies' dependence on external short-term borrowings. Entergy Arkansas, Entergv Louisiana,
and Entergy Mississippi had undra%%n lines of credit as of December 31, 1997, of $ 18 million. $64.2 million, and $24
million, respectively.

In July 1995, Entergy Corporation obtained a S300 million bank credit facility. Thereafter, a three-year
credit agreement was signed with a group of banks in October 1995 to provide up to $300 million of loans to Entergy
Corporation. As of December 31, 1997, $75 million was outstanding against this facility. In January 1997, the SEC
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authorized an increase in borrowv inus under Entergy's bank credit facilities from S3() million to a maximum of S5iu
million.

On September 13. 1996 Entergy Corporation and ETHC obtained a threce-year S100 million bank line of
credit ethical was increased to S2L(O million in 1997. and that can be drawn b either Entergy Corporation or ETIC
(with a guarantee from Entergy Corporation). The proceeds arc to be used exclusively for exempt telecommunication
investments. As of December 31. 1997. S1 II million borrowed by Entergy Corporation %%as outstanding under this
facility.

Other Entergy companies have SEC authorization to borrow through the money pool, from Entergy
Corporation. and from commercial banks in the aggregate principal amounts up to $265 million, of which 98.2
million was outstanding as of December 3 1 1997. Some of these borrowings are restricted as to use, and are secured
bv certain assets.

In total. Entcrgy had short-term commitments in the amount of 1,029.7 million as of December 31, 1997. of
which S745.2 million was unused. The weighted-average interest rate on the outstanding borrowings of Entergy as of
December 31, 1997 and 1996, was 7.09% and 6.10%, respectively. Included in these short-term commitments is

S452.5 million of London Electricity's commitments, which had an outstanding balance of $82.3 million of short-
term borrowings through committed facilities as of December 31, 1997. The %%eighted average interest rate incurred
on Entergy London's short-term borrowings was 7.64% for the period from February 1, 1997 to December 31, 1997.
Commitment fees on the lines of credit for Entergy Arkansas, Entergv Louisiana. and Entergy Mississippi are .125%
of the undrawn amounts. The commitment fees for Entergy Corporation's S300 million credit facility and ETHC's
$250 million credit facility are currently .17%, but can fluctuate depending on the senior debt ratings of the domestic
utility companies. The commitment fees for Entergy London's S452.5 million credit facility range from .03% to
.125% of the undrawn balance. See Note 7 for a discussion of commitments for long-term financing arrangements.
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NOTE 5. PREFERRED, PREFERENCE, AND COMMON STOCK (Entergy Corporation, Entergy
Arkansas, Entergy Gulf States, Entergy Louisiana, Efiterg Mississippi, and Entergy New Orleans)

The number of shares. autho'rizcd and outstanding. and dollar value of preferred and preference stock for
Entergy Corporation. Entergy Arkansas. Entcrgy Gulf -States. Entcrgy Louisiana. Entergy Mississippi, and Entergv
New Orleans as of December 3 1. 1997. and 1996 were:

Shares
Authorized

and Outstanding
1997 1996

Total
Dollar Valuc

1997 1996
(Dollars in Thousands)

Entcrrv Arkansas Preferred Stock
Without sinking fund:

Cumulative, S100 par value:
4.32% Series 70,000
4.72% Series 93.500
4.56% Series 75,000
4.56% 1965 Series 75,000
6.08% Series 100,000
7.32% Series 100,000
7.80% Series 150,000
7.40/a Series 200,000
7.88/o Series 150,000

Cumulative, $0.01 par value:
S1.96 Series (a)(b) 600,000

Total ithout sinkn fund 1,613,500
With sinking fund:

Cumulative, S100 par value:
8.52% Series 250,000

Cumulative, S25 parvalue:
9.92% Series 241,085

Total vith sinking fund 491,085

Fair Value of Preferred Stock %ith sinking find (d)

70,000

93,500
75,000
75,000

100,000
100,000
150,000
200,000
150,000

600,000
1,613,500

300,000

401,085
701,085

$7,000

9,350
7,500
7,500

10,000
10.000
15,000
20,000
15,000

15,000
S116,350

$25,000

6,027
S31,027

S32,018

S7,000

9,350
7,500
7,500

10,000

10,000
15,000
20,000
15.000

Call Price Pcr
Share as of

December 31,
1997

S103.65
S107.00

S102.83
$102.50
S102.83
$103.17
$103.25
$ S102.80
S103.00

15,000
$116,350

$30,000

10,027
S40,027

S41,835

$104.26

$26.32
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Ptfourc %ok
ClilidW piat ahr.

7S0ois a(a) b)

,60mtd) SlOO=

vahr au-6c~
mftit rlir, fint

4.40/oSais
4..-YoSais5

40M/oSaics

4.44%Saics

S.3MoSais

/.S2oasi3

9.woSik
. 1,Mutt

W4th ii&v fnt

v4t P&R i.A 7.42/o(c)
* . 9ft'* UXO d7.47xo(c)

* wn, tto4> X u~~~(d

199P~7 39%)C

(.I I X).(l !1 (MAU

Ticti

DI&JirV.iAc
197 19Xi

(DiLusm Thu.ni)

Ci1

Simas(

S15OYC") S1f~W.()

51.173

1.655
9.745

26.345

32.829

514A38

16228
112,0:0

247500

689% Mi

51.173
5,MO

1,655
9,745

14,393
10,993
26,845

10,564

3Z29
350,00

350,000
1.364.438

154.595
140,0X0

770,000
774,595 .

SS,117 S5,117
5F3 583
1d,6 166
975 975

L490 1,490
L099 1,099
2,685 2.685

LO56 1.056
3.283 3-283

35,000 35,000
50,O00

35,0o0
S5L444 Sri6,444

SIC.c0

$105.00
S103.00
SI02.82
$103.75
$104.25
S104.63
SI0.37
$103.34
$101.90

S1M3.0
$101.00
$103.03
S10.00

$16,223

16.300
24,750

S%973

$18,459
14,000
18OOD0

27000
577,459

$ 422 13 $214,475
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SlutrCs
Autorized

aUd Outstanding
1997 1996

Total
Dollar Value

1997 1996
(Doll.rs in Tbousands)Enterazy Louisiana Preferred Stock' I

Without sinking fund:
Cumulative, $100 par value:

4.96% Series 60,000
4.16% Series 70,000
4.44% Series 70,000
5.16% Series 75,000
5.40/o Senes 80,000
6.44% Series 80,000
7.84% Series 100,000
7.36% Series 100,000

Cuiulative, $25 par value:
8.00% Series (b) 1,480,000

Total %kithout sinking fd 2,115,000
With sinking ftmd:

Cumulative, $100 par value:
7.00°/O Series (b) 500,000
8.00% Series (b) 350,000

Cumulative, $25 par value:
12.64% Series _

Total uith sinking fund 850,000
Fair 'alue of Preferred Stock with sinking fund (d)

60,000
70,000
70,000
75,000
80,000
80,000

100,000
100,000

1,480,000
2,115,000

500,000
350,000

300,000
1,150,000

$6,000
7,000
7,000
7,500
8,000
8,000

10,000
10,000

37,000
$100,500

$50,000
35,000

$85,000
$87,288

$6,000
7,000
7,000
7,500
8,000
8,000

10,000
10,000

CII Price Per
SILareas of

Decenier 31,
1997

$104.25
S104.21
S104.06
$104.18
$103.00
S102.92
$103.78
$103.36

37,000
$100,500

$50,000
35,000

7,500
$92,500
$93,825

Enterzv Nississippi Preferred Stock
Without sinking fimd:

Cumulative, $100 par value:
4.36% Series 59,920
4.56% Series .. . 43,888
4.92% Sesies 100,000
7.44% Series 100,000
8.36%Series (b) 200,000
9.16% Series _

Total vitlou siring fimd 503,808

WVith sinking fund:
Cunuative, $100 par value:

9.76% Series
Total vith sinking find

Fair Value of Preferred Stock vith sinking ftmd (d)

59,920
43,888

100,000

100,000
200,000
75,000

578,808

70,000
70,000

$5,992
4,389

10,000
10,000
20,000

$50,381

$5,992
4,389

10,000
i0,000
20,000
7,500

$57,881

$7,000
$7,000

$7,000

$103.86
$107.00
$102.88
$102.81
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.-Vithized
-d Qatuing

1997 1996

TOll
Dlla V.Jie

1997 19%

(Dollars in 1hx~anct)Ezlv fv ; Amdd Stoi
BURYt -2itr fibi

GinUa1ue. $Ir00 au:
4.75%Sai
4.36/%Sa

5.560/oScries
Tctal Ha sirkirg fiul

CA1 Rie e

S~Mmas of

DcTixr31,

1997

S105.00

S104.57
$10259

77. 79
60.cOO

60C.0O
197.798

77,798
60,00o

60,000

197,798

S7.780

6.000
$19,780

S7.780
6,000
6,000

S19,780

St~da1)s Perner Stock (a)(b): Wo3,c 6,c00,000 5150,000 $150,000

S&iaies' PitemedStodc
Wtt sirn fizd

Nksim fird

Fair Vaiz of Pdhue Stock nd
Pktferred Stodc "ith sirin fixd (ad

4,944,54

2,030868

5,869,544

2,695,680

338,455

Sl85,005

S30,955
$216,986

$339,719 $357,135

(a) The total dollar value represents the involuntary liquidation value of $25 per share.
(b) These series are not redeemable as of December 31, 1997.
(c) Represents weighted-average mnualized rates for 1997.
(d) Fair values were determined using bid prices reported by dealer markets and by nationally recognized

investment banking firms. See Note I for additional disclosure of fair value of financial instruments.

Changes in the preferred stock, with and without sinking fund, preference stock, and common stock of
Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans during
the last three years were:

Number of Share!
1996

i

Preferred stock retirements
Entergy Arkansas

$100 par value
S25 par value
S0.01 par value

Entergy Gulf States
$100 par value

Entergy Louisiana
$100 par value
S25 par value

Entergy Mississippi
S100 par value

Entergy New Orleans
S100 par value

1997

(50,000)
(160,000)

(934,812)

(300,000)

(145,000)

(50,000)
(560,000)

(2,000,000)

(101,943)

(100,000)
(2,300,370)

(97,700)

1995

(25,000)
(280,000)

(72,834)

(450,211)

(150,000)

(34,495)
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Cash sinking fund requirements and mandatory redemptions for the next five years for preferred and
preference stock, outstanding as of December 31, 1997, arc:

1998
1999
2000
2001
2002

Entergy Entergy
CEiterzy Arkansas Gulf States

(In Thousands)

$4,225 $4,500 $5,966;
60,466 4,500 5,966

160,466 4,500 155,966
45,466 4,500 5,966
10,466 4,500 5,966

Entergy
Louisiana

$3,759
50,000

35,000

Entergy Arkansas, Entergy Gulf States, and Entergy Louisiana have the annual noncumulative option to
redeem, at par, additional amounts of certain series of their outstanding preferred stock.

Entergy Corporation from time to time reissues treasury shares to meet the requirements of the Stock Plan
for Outside Directors (Directors' Plan), the Equity Ownership Plan of Entergy Corporation and Subsidiaries (Equity
Plan), and certain other stock benefit plans. The Directors' Plan awards to nonemployee directors a portion of their
compensation in the form of a fixed number of shares of Entergy Corporation common stock. Shares awarded under
the Directors' Plan were 9,104, 6,750, and 9,251 during 1997, 1996, and 1995, respectively.

During 1997, Entergy Corporation issued 1,189,266 shares of its previously repurchased common stock,
reducing the amount held as treasury stock by $34.8 million. Included in the foregoing were 813,161 shares of
common stock issued at a value of $21.5 million in connection with the acquisition of the security monitoring
company, Ranger American, during 1997. Entergy Corporation issued the remaining shares to meet the requirements
of its various stock plans. In addition, Entergy Corporation received proceeds of $297 million from the issuance of
11,692,741 shares of common stock under its dividend reinvestment and stock purchase plan during 1997.

The Equity Plan grants stock options, equity awards, and incentive awards to key employees of the domestic
utility companies. The costs of awards are charged to income over the period of the grant or restricted period, as
appropriate. Amounts charged to compensation expense in 1997 were immaterial. Stock options, which comprise
50% of the shares targeted for distribution under the Equity Plan, are granted at exercise prices not less than market
value on the date of grant. The options are generally exercisable six months from the date of grant, with the
exception of 250,000 options granted on March 31, 1995, which are not exercisable until March 31, 1998, but not
more than 10 years after the date of grant.

Entergy applies APB Opinion 25, "Accounting for Stock Issued to Employees," and related interpretations in
accounting for stock options. Accordingly, no compensation cost is required to be recognized until such options are
exercised because the exercise prices are not less than market price on the date of grant. The impact on Entergy's net
income would have 'been $296,000, $166,000, and $374,000 in 1997, 1996, and 1995, respectively, had
compensation cost for the stock options been determined based on the fair value at the grant date for awards under
the option plan consistent with the method prescribed by SFAS 123.

In applying the disclosure provisions of SFAS 123, the fair value of each option grant is estimated on the
date of grant using the Black-Scholes option-pricing model with expected stock price volatility of 9% in 1997 and
1996 and 18% in 1995 and additional assumptions for each of those years as follows: risk-free interest rates of
6.3%, 5.4%, and 7.2% in 1997, 1996, and 1995, respectively, average expected lives of five years, and dividends of
$1.80 per share. -
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Nonstatutory stock option transactions are summarized as follows:

1997

Number
of Options

527,909

Average
Option
Price

$ 26.42

1996
Average

Number Option
of Options Price

457,909 $ 25.94

1995
Average

Number Option
of Options Price

170,409 $ 34.86Beginning-of-year balance

Options granted
Options exercised
Options forfeited

255,000
(2,500)

(107,500)

25.84
23.38
25.43

82,500
(7,500)
(5,000)

29.38
23.38
35.88

315,000
(12,500)
(15,000)

21.39
23.38
33.79

End-of-year balance 672,909 $ 26.37 527,909 $ 26.42 457,909 S 25.94

Options exercisable at year-end 422,909 277,909 207,909

Weighted average fair value of
options granted $ 3.10 $ 3.27 $ 1.93

The following table summarizes information about stock options outstanding as of December 31, 1997:

Options Outstanding
Weighted- Avg

Remaining v

Contractual A
Life-Yrs.

7.7

Options Exercisable

Range of
Exercise Prices

$20 - $30

As of
12/31/97

554,302

Ve ighte d-
vg. Exercise

Price
$24.29

As of
12/31/97

304,302

Weighted-
Avg. Exercise

Price
$27.09

$30 - $40 118,607 5.6 $36.10 118,607 $36.10

$20 - $40 672,909 7.3 $26.37 422,909 $29.62

To meet the requirements of the Employee Stock Investment Plan (ESIP), Entergy Corporation' was
authorized to issue or acquire, through March 31, 1997, up to 2,000,000 shares of its common stock to be held as
treasury shares. In February 1997, Entergy received authority from the SEC to extend the ESIP for an additional
three years ending on March 31, 2000. Under the extended plan, Entergy Corporation may issue either treasury
shares or previously authorized but unissued shares. Under the terms of the ESIP, employees can choose each year
to have up to 10% of their regular annual salary (not to exceed $25,000) withheld to purchase the Company's
common stock at a purchase price equal to 85% of the lower of the market value on the first or last business day of
the plan year. The 1997 plan year runs from April 1, 1997, to March 31, 1998. Under the plan, the number of
subscribed shares was 319,457, 327,017, and 247,122 in 1997, 1996, and 1995, respectively.

The fair value of shares granted was estimated on the date of the grant using the Black-Scholes option-
pricing model with expected stock price volatility of 19% in 1997 and 1995 and, 18% in 1996 and additional
assumptions for each of those years as follows: risk-free interest rates of 6.1%, 5.4%, and 6.3% in 1997, 1996, and
1995, respectively, an average expected life of one year, and dividends of $1.80 per share. The weighted-average fair
value of those purchase rights granted was $4.75, $5.41, and $4.02, in 1997, 1996, and 1995, respectively. The
impact oh Entergy's net income would have been $48,000, $894,000, and ($315,000) in 1997, 1996, and 1995,
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respectively, had compensation cost for the ESIP been dctcrmined based on the fair value at the grant date for awards
under the ESIP consistent with the method prescribed by SFAS 123.

Entergy sponsors the Employee Stock Ownership Plan of Entergy Corporation and Subsidiaries (ESOP) and
the Savings Plan of Entergy Corporation and Subsidiaries (Savings Plan). Both plans are defined contribution plans
covering eligible employees of Entergy and its subsidiaries who have completed certain service requirements.
Entergy's subsidiaries' contributions to the ESOP and the Savings Plan, and any income thereon, are invested in
shares of Entergy Corporation common stock. The allowed contributions to the ESOP arc accrued based on the
expected utilization of additional investment tax credits in the applicable federal income tax return of Entergy and its
subsidiaries, and on expected voluntary participant contributions. Entergy's subsidiaries contributed $22.8 million to
the ESOP for the year ended December 31, 1995.. There were no contributions in the years ended December 31,
1996 and 1997.

The Savings Plan provides that the employing Entergy subsidiary may make matching contributions to the
plan in an amount equal to 50% of the participant's basic contribution up to 6% of their salary. In 1997, 1996, and
1995, Entergy's subsidiaries contributed $13.2 million annually to the Entergy Savings Plan.

Entergy Gulf States sponsors the Gulf States Utilities Company Employee Stock Ownership Plan (GSU
ESOP) and the Gulf States Utilities Company Employees' Thrift Plan (GSU Thrift Plan), which are both defined
contribution plans. The GSU ESOP is available to all Entergy Gulf States employees, pre-Merger Entergy Gulf
States employees, and post-Merger employees of Entergy Operations, whose primary work location is River Bend,
upon completion of certain eligibility requirements. All contributions to the plan are invested in shares of Entergy
Corporation common stock. Entergy Gulf States makes contributions to the GSU ESOP based on expected
utilization of additional investment tax credits in the Entergy Gulf States federal tax return and on expected
participants' contributions. No additional contributions were made to the GSU ESOP during 1997, 1996, and 1995.
The GSU Thrift'Plan is available to certain Entergy Operations employees whose primary work location is River
Bend. Entergy Gulf States makes matching contributions to the GSU Thrift Plan equal to 50% of a participant's
basic contribution which may be invested, at the participant's discretion, in shares of Entergy Corporation common
stock. Entergy Gulf States' contributions to the GSU Thrift Plan-for the years ended December 31, 1997, 1996, and
1995 were $306,000, $300,000, and $1.1 million, respectively.

NOTE 6. COMPANY-OBLIGATED REDEEMABLE PREFERRED SECURITIES

(Entergy Arkansas, Entergy Louisiana, Entergy Gulf States)

Entergy Arkansas Capital I, Entergy Louisiana Capital I, and Entergy Gulf States Capital I (Trusts) were
established as financing subsidiaries of Entergy Arkansas, Entergy Louisiana, and Entergy Gulf States, respectively,
for the purpose of issuing common and preferred securities. The Trusts issued Cumulative Quarterly Income
Preferred Securities (Preferred Securities) to the public and common securities to their respective parent companies
and used the proceeds from the sale to purchase, from their respective parent company, junior subordinated
deferrable interest debentures (Debentures). The Debentures held by each Trust are its only assets and each Trust
will use interest payments received on the Debentures owned by it to make cash distributions on the Preferred
Securities.. ; :
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Fair Market
Value of

Preferred Common Interest Rate Trust's Preferred
Date Securities Securities Securities/ Investment in Securities at

Trusts Of Issue Issued Issued Debentures Debentures 12-31-97

(In Millions) (In Millions)

Arkansas Capital 1 8-14-96 60.0 S 1.9 8.50% 61.9 $ 62.0

Louisiana Capital 7-16-96 70.0 S 2.2 9.00% 72.2 $ 74.0

Gulf States Capital 1 1-28-97 S 85.0 S 2.6 8.75% S 87.6 $ 88.6

The Preferred Securities of the Trusts of Entergy Arkansas and Entergy Louisiana will mature on September

30, 2045, and will mature on March 3 1 2046, for Entergy Gulf States. The Preferred Securities are redeemable at

100% of their principal amount at the option of Entergy Arkansas and Entergy Louisiana beginning in 2001, and at

the option of Entergy Gulf States beginning in 2002, or earlier under certain limited circumstances, including the loss

of the tax deduction arising out of the interest paid on the Debentures. Entergy Arkansas, Entergy Louisiana, and

Entergy Gulf States have, pursuant to certain agreements, fully and unconditionally guaranteed payment of

distributions on the Preferred Securities issued by their respective trusts. Entergy Arkansas, Entergy Louisiana, and

Entergy Gulf States are the owners of all of the com mon securities of their individual Trusts, which constitute 3% of

each Trust's total capital.

(Entergy London)

Entergy London Capital, L.P. (Entergy London Capital), a limited partnership, was established as a

financing subsidiary of Entergy London for the purpose of issuing preferred securities. On November 19, 1997, the

limited partnership issued $300 million in aggregate liquidation preference amount of 8.625% Cumulative Quarterly

Income Preferred Securities in a public offering. All of the proceeds from the sale of these preferred securities were

invested by Entergy London Capital in the Perpetual Junior Subordinated Debentures issued by Entergy London to

Entergy London Capital. Entergy London used the net proceeds from such investment, together with other funds

available to Entergy London, to repay a portion of indebtedness incurred in connection with the acquisition of London

Electricity. These debentures will be payable in U.S. dollars. Management's estimate of the fair value of these

preferred securities as of December 31, 1997, was $303 million, based on the New York Stock Exchange closing

price.

Entergy London has entered into currency exchange rate swap agreements to hedge the risk associated with

exchange rate fluctuations. The exchange rate swap agreements hedging this risk involve the exchange of fixed rate

U.S. dollars and BPS interest payments periodically over seven years. Management's estimate of the fair value of the

currency swaps outstanding as of December 31, 1997, based on quoted interest and currency exchange rates, is a net

asset of approximately $2.0 million.

The preferred securities of the partnership, as well as the debentures, have no stated date of maturity.. The

preferred securities are redeemable at the option of Entergy London on or after November 19, 2002, at 100% of their

principal amount, or earlier under certain limited circumstances, including the loss of the tax deduction arising out of

the interest paid on the debentures. Entergy London is the sole General Partner in Entergy London Capital, and has

agreed to maintain ownership of 1% of all capital of Entergy London Capital.
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NOTE 7. LONG - TERM DEBT (Entergy Corporation, Entergy Arkansas, Entergy Gulf States,
*Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy, and Entergy London)

The long-term debt of Entcrgy Corporation's subsidiaries, Entergy Arkansas, Entergy Gulf States, Entergy
Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy, and Entergy London as of December 31,
1997, was:
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47,38

(3,814)

9,458,999 1,305,510 1,893,609 1,373,74 464,176 . 168,953 1,411,948 1,739,910
390,674 60,650 19.890 35,30 ' 20 - 'X000 33,814

$9,08325 51,244,860 S1,=719 S1,338,464 5464,156 5168,953 $1,341,98 S,'M,0%6
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The long-term debt of Entergy Corporation's subsidiaries, Entergy Arkansas, Entergy Gulf States, Entergy
Louisiana, Entergy Mississippi, Entcrgy New Orleans, and System Energy, as of December 31, 1996, was:

Mzaities Intast Rate ErteW Etar Etav Entergy Ft
Ar~ansas Gulf State Louisian lssissipi New OrleansA*

System
ErxsgyFran To From To Enteg

______________________________ - I.
(In Thousands)

First vbtgage Bors
1997 1999
2000 2004
2005 2009
2010 2019
2020 2026

G&R Bonds
1997 1999
2000 2023

5.375%
6.0000/%
6.650%
9.750%
7.000%

11.375%
8.2500/
7.5000/a

10.000%

6.950% 11.2%
6.625% 8.800%

S687,000
1,355,270

325,000
75,000

1,031,648

96,000
525,000

108,267
1,551>235

175,000

S45,000
180,000
215,000

75,000
376,648

$321,000
608,750
110000

S69,000
361,520

450,000 205,000

$12,000 $240,000
205,000

$96,000
355,000 170,000

Govrrmxnal Obligatiors (a)
1997 2008 5.9000/a
2009 2026 5.9500/

10.000%/o
9.875%

49,655 45,875 11,837
240,700 435,735 412,170

100,000

900
46,030 416,600

Debentures
1997 2000 7.380% 9.720%/ 75,000

Lorg-Term DOE Obligation (Note 9)
Wateford 3 Lease Obligation 8.76% (Note 10)
Goand Gulf Lease Obligation 7.02% (Note 10)
Line of Creit variable rate, due 1998
CitiPor Credit Line, avg. rate 8.3 1% due 2000
Other Long-TmnDet
Una1otized Praiiwn and Discout -Net

Total Log-TrnDebt
Las Anount Due Within One Year
Long-Term Debt Excluding Anmnt Due

witH One Year

Fair Value of Long-Trn Debt (c)

117,270
353,600
496,480

65,000
921,553
83,411

(30,310)

117,270
353,600

496,480

9,938
(11.420) (5.087) (5.619) (2,861) (1.112) (4,211)

7,936,424 1,287,853 2,076,211 1,407,508 495,069 180,888 1,428,869
345,620 32,465 160,865 34,275 96,015 12,000 10,000

$7,590,804 S1,255,388 S1,915,346 $1,373,233 S399,054 S168,888 S1,418,869

S7,087,027J S,160,377 $2,142,389 $1,104,891 S503,461 S175566 S982,423

(a) Consists of pollution control bonds, certain series of which are secured by non-interest bearing first mortgage
bonds.

(b) Loan notes are included as current maturities of long-term debt based on the option of the holders to redeem
such notes on March 31 of each year until their final maturity on March 31, 2003.

(c) The fair value excludes lease obligations, long-term DOE obligations, and other long-term debt and includes
debt due within one year. It is detenmined using bid prices reported by dealer markets and by nationally
recognized investment banking firms. See Note 1 for additional information.
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The annual long-tcrm debt maturities (excluding lease obligations) and annual cash sinking fund
requirements for debt outstanding as of Dccember 3 1, 1997, for the next five years are as follo s:

Entergy Entergy Entcrgy Entcrgy System Entergy
Entern(a) Arkansas(b) Gulf States(c) Louisiana(d) :-Mississippi Enermy London

(In Thousands)

1998 S 390,674 S 60,650 S 190,890 S 35,300 S 20 $ 70,000 S 33,814
1999 232,538 ! 365 -'71,915 238 * 20 160,000 -
2000 1,029,047 220 945 100,225 20 75,000 .

2001 277,710 35 123,725 .18,925 . 25 135,000 -

2002 .1,946,328 110,135 151,010 ' 217,484 65,025 70,000 1,332,774

(a) Not included are other sinking fund requirements of approximately $15.8 million annually, which may be
satisfied by cash or by certification of property additions at the rate of 167% of such requirements.

(b) Not included are other sinking fund requirements of approximately $0.79 million annually, which may be
satisfied by cash or by certification of property additions at the rate of 167% of such requirements.

(c) Not included are other inking'fund requirements of approximately $11.6 million annually, which may be
satisfied by cash or by certification of property additions at the rate of 167% of such requirements.

(d) Not included are other sinking fund requirements of approximately $3.41 million annually, which may be
satisfied by cash or by certification of property additions at the rate of 167% of such requirements.

Entergy Gulf States has two outstanding series of pollution control bonds collateralized by irrevocable letters
of credit, which are scheduled to expire before the scheduled maturity of the bonds.. The letter of credit
collateralizing the $28.4 million variable-rate series, due December 1, 2015, expires in September 1999 and the letter
of credit collateralizing the $20 million variable-rate series, due April 1, 2016, expires in February 1999.

Entergy's subsidiary, CitiPower, established a variable'rate revolving credit facility in the aggregate amount
of 1.2 billion Australian dollars ($780 million) on January 5, 1996. The facility is fully collateralized by all of
CitiPower's assets'and is non-recourse to Entergy. Borrowings have maturities of 30 to 185 days, and are
continuously renewable for 30 to 185 day periods at CitiPower's option until the facility matures on June 30, 2000.
As of December 31, 1997, the facility was drawn down to 1.1 billion Australian'dollars ($715.3 million) at an
average interest rate of 5.30%. Credit support is provided to facility banks in the form of a subordinated letter of
credit supplied by the Commonwealth Bank of Australia. The letter of credit matures on January 21, 1999, and is
for an amount of 70 million Australian dollars ($45.5 million). The letter of credit is fully collateralized by a second-
ranking security interest in all of CitiPower's assets and is non-recourse to Entergy.

CitiPower entered into several interest rate swaps to reduce the impact of interest rate changes' on the
borrowings under its variable rate line of credit.: The interest rate swap agreements which hedge this debt involve the
exchange of fixed and floating rate interest payments periodically over the life of the agreements. Interest is
recognized currently based on the fixed rate of interest resulting from use of these swap agreements. Market risks
arise from the movements in interest rates. If the counterparties to an interest rate swap agreement were to default on
contractual payments, the subsidiary could be exposed to increased costs related to replacing the original agreement.
However, CitiPower does not anticipate nonperformance by-any counterparty to any interest rate swap in effect as of
December 31, 1997. As of December 31, 1997, CitiPower was a party to interest rate swaps having a notional
amount of 900 million Australian'dollars with maturity dates ranging from February 1999 to December 2000, which
effectively fixed the rate of interest on the CitiPower credit line at 7.70%;' CitiPower is also a party to an additional
swap with a notional amount of 32 millionAustralian dollars and a maturity date of December 2009. The estimated
fair value of the interest rate swaps, which represents the estimated amount CitiPower would pay to terminate the
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swaps at Deccmber 31, 1997, based on quoted interest rates, is a net liability of $28 million. See Note I for a
discussion of Entergy accounting policies regarding interest rate swaps.

Entergy London executed a credit facility with several banks on December 17, 1996, to obtain credit
facilities in the aggregate amount of approximately BPSI.25 billion ($2.1 billion). Proceeds of this facility, which
were in three tranches, were used, together with $392 million of cash provided by Entergy. to fund the acquisition of,
and to provide working capital for, London Electricity. The facilities were refinanced in November 1997. New or
restated borrowing facilities were negotiated and Cumulative Quarterly Income Preferred Securities were issued (see
Note 6 for more information) to partially replace one of the tranches. The restated credit facility is non-recourse to
Entergy and is collateralized by certain assets of Entergy London, consisting of 65% of the shares of London
Electricity. The maturity dates of the various tranches of the credit facility range from December 17, 2001, to
October 31, 2002. The interest rate on these facilities is the London Interbank Offered Rate plus up to 1.00%,
depending on the capitalization ratio of Entergy London and its subsidiaries.

A portion of the amended and restated facility ($1.3 billion), and related interest rate swaps, are now
obligations of Entergy UK Limited, an indirect, wholly-owned subsidiary of Entergy Corporation. These obligations
are still reflected in the financial statements of Entergy London, however,' because the facility is guaranteed by
Entergy London, Entergy UK Limited's indirect, wholly-owned subsidiary. Entergy London recognizes the interest
expense associated with this debt in its financial statements, with a credit to shareholder's equity for the same
amount. This credit to shareholder's equity offsets dividends as they are declared from Entergy London to Entergy
UK Limited. These dividends are the funding mechanism for Entergy UK Limited to service this debt. Management
intends to declare future dividends from Entergy London to enable Entergy UK Limited to continue to service this
debt.

Entergy London entered into interest rate swaps to reduce the impact of interest rate changes on its debt
related to the London Electricity acquisition. The interest rate swap agreements involve the exchange of floating rate
interest payments for fixed rate interest payments over the life of the agreements. Entergy London recognizes interest
expense currently based on the fixed rate of interest resulting from use of these swap agreements. If the
counterparties to an interest rate swap agreement were to default on contractual payments, Entergy London could be
exposed to increased costs related to replacing the original agreement. However, management does not anticipate
nonperformance by any counterparty to any interest rate swap in effect as of December 31, 1997. As of December
31, 1997, Entergy London was party to interest rate swaps having a notional amount of BPS600 million with
maturity dates ranging from March 1999 to September 2001, which effectively fixed the rate of interest at 7.48%.
The estimated fair value of the interest rate swaps, which represents the estimated amount Entergy London would pay
to terminate the swaps as of December 31, 1997, based on quoted interest rates, is a net liability of $ 1 million. See
Note I for a discussion of Entergy's accounting policies regarding interest rate swaps.

In August 1997, EPDC entered into a BPS50 million ($82.5 million) credit facility to finance the acquisition
of the Damhead Creek project. In December 1997, EPDC amended the credit facility and increased the amount of
the revolver to BPS 100 million ($165 million). As of December 31, 1997, approximately BPS97.4 million ($160.2
million) was outstanding under this facility. The interest rate on the outstanding borrowings was 7.84% as of
December 31, 1997.

In December 1997, Saltend Cogeneration Company ("SCC"), an indirect wholly-owned subsidiary of EPDC,
entered into a BPS646 million ($1.07 billion) non-recourse senior credit facility (Senior Credit Facility) to finance the
construction of a 1200 MW gas-fired power plant in Hull, England. Borrowings under the Senior Credit Facility are
payable'after completion of construction over a 15-year period beginning December 31, 2000. SCC also entered into
a BPS72 million ($118 million) Subordinated Credit Facility that provides funding upon the earlier of completion of
construction or July 31, 2000. The proceeds of borrowings under this facility will be used to repay a portion of the
Senior Credit Facility. The Subordinated Credit Facility is payable over a 10-year period beginning December 31,
2000.
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The Senior Credit Facility is collateralized by all of the assets of SCC. Furthermore, thc credit facilities
require SCC to enter into interest rate hedges for a significant portion of the project debt. Certain cash balances,
primarily related to SCC, are restricted from being used to make loans and advances or to pay dividends to EPDC by
the amount required for debt payments, letter of credit expenses, and permitted project costs. The total restricted
cash was $2.6 million as of December 31, 1997.

On January 16, 1998, Entergy Arkansas redeemed, in full at par, prior to its maturity, $45.5 million of its
'1977 6 1/8% Series Jefferson County pollution control revenue bonds due October 1, 2007, with proceeds of 5.6%
pollution control revenue bonds, due October 1, 2017, issued in December 1997.

NOTE 8. DIVIDEND RESTRICTIONS (Entergy Corporation, Entergy Arkansas, Entergy Gulf States,
Entergy Louisiana, Entergy Mississippi; Entergy New Orleans, System Energy, and Entergy London)

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 Corporation's subsidiaries restrict the payment of cash
dividends or other distributions on their common and preferred stock. Additionally, PUHCA prohibits Entergy
Corporation's subsidiaries from making loans or advances to Entergy Corporation. Detailed below are the restricted
retained earnings unavailable for distribution to Entergy Corporation by subsidiary.

Restricted Earnines
(in millions)

Entergy Arkansas $ 291.3
Entergy Mississippi 15.8

During 1997, cash dividends paid to Entergy Corporation by its subsidiaries'totaled $550.2 million. In
February 1998, Entergy Corporation received common stock dividend payments from its subsidiaries totaling $103.9
million.

NOTE 9. COMMITMENTS AND CONTINGENCIES

Caiun -River Bend Litigation (Entergy Corporation and Entergy Gulf States)

Entergy Gulf States and Cajun, respectively, oned 70% and 30% undivided interests in River Bend
(operated by Entergy Gulf States), and own 42% and 58% undivided interests in Big Cajun 2, Unit 3 (operated by
Cajun).: These relationships spawned a number~ of long-standing disputes and claims between the parties. An
agreement setting forth terms for the resolution of all such disputes was reached by Entergy Gulf States, the Cajun
bankruptcy trustee, and the RUS, and was approved by the United States District Court for the Middle District of
Louisiana (District Court) on August 26, 1996 (Cajun Settlement). The Cajun Settlement was consummated on
December 23, 1997.

The Cajun Settlement includes, but is not limited to, the following elements: (i) Cajun's 30% inteest in River
Bend was transferred, at the'behest of the RUS, by Cajun's Trustee in Bankruptcy to Entergy Gulf States; (ii) Cajun
set aside in trust a total-of $132 million for its share of the decommissioning costs of River Bend; (iii) Cajun
transferred certain 'transmission assets to Entergy Gulf States; (iv) Cajun and Entergy Gulf States settled
transmission disputes and released each other from claims for payment under transmission arrangements; (v) all
funds paid by Entergy Gulf States into the registry of the District Court, which totaled over'$102 million on
December 23, 1997, were ieturned to Entergy Gulf States; (vi) Cajun was released from its unpaid past, present, and
future liability to Entergy Gulf States for River Bend costs and expenses; and (vii) all remaining litigation between
Cajun and Entergy Gulf States"was dismissed. Based on the District Court's approval of the Cajun Settlement, a
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litigation accrual established in 1994'for possible losses associated with the Cajun-Rivcr Bend litigation was reversed
in September 1996. The consummation of the Cajun Settlement resulted in an addition to net income for Entergy
Gulf States of $ 146 million in 1997.

Proponents of all of the plans of reorganization submitted to the Bankruptcy Court in the Cajun bankruptcy
case' have incorporated the Cajun Settlement as an integral condition to the effectiveness of their. plans. The
Bankruptcy Court has 'approved proposals by three groups seeking to acquire the non-nuclear assets of Cajun and
has signed an order that establishes rules for how Cajun's creditors will vote on the three plans. On December 16,
1996, the Bankruptcy Court began hearings on the balloting and the plan that will be adopted. Additional hearings
are scheduled for 1998.

Caiun - Coal Contracts (Entergy Corporation and Entergy Gulf States)

On January 13, 1997, Entergy Gulf States filed a declaratory judgment action in the U.S. Bankruptcy Court
in which the Cajun bankruptcy is pending, seeking a ruling that Entergy Gulf States would not be liable for damages
to certain coal suppliers for Big Cajun 2, Unit 3, if the Cajun bankruptcy trustee were to reject their coal contracts as
a part of a plan of reorganization in the bankruptcy proceeding. In its pleading, Entergy Gulf States took the position
that it was not a party to, and had no liability under, those coal contracts. On February 12, 1997, the coal suppliers
and the Cajun bankruptcy trustee filed a response in the declaratory judgment action and made certain' counterclaims
and crossclaims. The coal suppliers contended that Entergy Gulf States' declaratory judgment action should be
dismissed and, in the alternative, argued that Cajun was Entergy Gulf States' agent in the procurement of coal for
Big Cajun 2, Unit 3, and that Entergy Gulf States was a party to and had liability under the coal supply contracts.
On September 4, 1997, the U.S. Bankruptcy Court ruled that Entergy Gulf States was not liable for the Cajun coal
contracts. The coal suppliers have subsequently appealed this decision to the District Court, and oral argument on
the appeal is set for April 1998.

Capital Requirements and Financing (Entergy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy
Louisiana, Entergy Mississippi, Entergy New Orleans, Entergy London, and System Energy)

Construction expenditures (excluding nuclear fuel) for the domestic utility companies, System Energy, and
Entergy London for the years 1998, 1999, and 2000 are estimated to total $734 million,. $644 million, and $680
million, respectively. Entergy will also require $S.887 billion during the period 1998-2000 to meet long-term debt
and preferred stock maturities and cash sinking fund requirements. Entergy plans to meet these requirements
primarily with internally generated funds and cash on hand, supplemented by proceeds of the issuance of debt and
company-obligated mandatorily redeemable preferred securities and from outstanding credit facilities. Certain
domestic utility companies a System Energy may also continue with the acquisition or refinancing of all or a
portion of certain outstanding series of preferred stock and long-term debt. See Notes 5, 6, and 7 for further
information.

Grand Gulf -Related A-reements

Capital Funds Agreement (Entergy Corporation and System Energy)

Entergy Corporation has agreed to supply System Energy with sufficient capital to (i) maintain System
Energy's equity capital, at an amount equal to a minimum of 35% of its total capitalization (excluding short-term
debt), and (ii) permit the continued commercial operation of Grand Gulf I and pay in full all indebtedness for
borrowed money of System Energy' when due. - In addition, under supplements to the Capital Funds Agreement
assigning System Energy's rights as security for specific debt of System Energy, Entergy Corporation has agreed to
make cash capital'contributions to enable System Energy to make payments on such debt when due.

System Energy has entered into agreements with Entergy Arkansas, Entergy Louisiana, Entergy Mississippi,
and Entergy New Orleans whereby they are obligated to purchase their respective entitlements of capacity and energy
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from System Encrgy's 90% ownership and leasehold interest in Grand Gulf 1, and to make payments that, together
'with other available funds, are adequate to cover System Energy's operating expenses. System Energy would have to
secure funds from other sources, including Entcrgy Corporation's obligations under the Capital Funds Agreement, to
cover any shortfalls from payments received from Entergy Arkansas, Entergy Louisiana, Entergy Mississippi. and
Entergy New Orleans under these agreements.

Unit Power Sales Agreement (Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, Entergy New
Orleans, and System Energy) 

System Energy has agreed to sell all of its 90% owned and leased share of capacity and energy from Grand
Gulf I to Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans in accordance with
specified percentages (Entergy Arkansas-36%, Entergy Louisiana-14%, Entergy Mississippi-33%, and Entergy New
Orleans17%/) as ordered by FERC. Charges under this agreement are paid in consideration for the purchasing
companies' respective entitlement to receive capacity and energy and'are payable irrespective of the quantity of
energy delivered so long as the unit remains in commercial operation. The agreement will remain in effect until
terminated by the parties and approved by FERC, most likely upon Grand Gulf I's retirement from service. Monthly
obligations for payments, including the rate increase that was placed into effect in December 1995, subject to refund,
under the agreement are approximately $21 million, $8 million, $19 million, and $10 million for Entergy Arkansas,
Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans, respectively.

Availability Agreement (Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans,
and System Energy)

Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans are individually
obligated to make payments or subordinated advances to' System Energy in accordance with stated percentages
(Entergy Arkansas-17.1%, Entergy Louisiana-26.9%, Entergy Mississippi-3 1.3%, and Entergy New Orleans-24.7%/o)
in amounts that; when added to amounts received under the Unit Power Sales Agreement or otherwise, are adequate
to cover all of System Energy's operating expenses as defined, including an amount sufficient to amortize the cost of
Grand Gulf 2 over 27 years. (See Reallocation Agreement terms below.) System Energy has assigned its rights to
payments and advances to certain creditors as security for certain obligations. Since commercial operation of Grand
Gulf 1, payments under the Unit Power Sales Agreement have exceeded the amounts payable under the Availability
Agreement. Accordingly, no payments under the Availability Agreement have ever been required. If Entergy
Arkansas or Entergy Mississippi fails to make its Unit Power Sales Agreement payments, and System Energy is
unable to obtain funds from other sources, Entergy Louisiana and Entergy New Orleans could become subject to
claims or demands by System Energy or its creditors for payments or advances under the Availability Agreement (or
the assignments thereof) equal to the difference between their required Unit Power Sales Agreement payments and
their required Availability Agreement payments.

Reallocation Agreement (Entergy Arkansas; Entergy Louisiana, Entergy Mississippi, Entergy New Orleans,
and System Energy) ' - .'

System Energy, Entergy Arka'nsas;. Entergy'Louisiana, Entergy Mississippi, and Entergy New Orleans
entered into the Reallocation Agreement relating to the sale of capacity and energy from Grand Gulf and the related
costs, in which Entergy Louisiana, Entergy Mississippi,'and Entergy New Orleans agreed to' assume all of Entergy
Arkansas' responsibilities and obligations with respect to Grand Gulf under the Availability Agreement. FERC's
decision allocating a portion of Grand Gulf I capacity and energy to Entergy Arkansas supersedes the Reallocation
Agreement as it relates to Grand Gulf 1. Responsibility for any Grand Gulf 2 amortization amounts has been
'individually allocated (Entergy Louisiana-26.23%,'Entergy Mississippi-43.97%, and Entergy New Orleans-29.80%)
under the terms of the Reallocation Agreement. However, the Reallocation Agreement does not affect Entergy
Arkansas' obligation to System Energy's'lenders 'under the assignments referred to in the preceding paragraph.
Entergy Arkansas would be liable for its share of such amounts if Entergy Louisiana, Entergy Mississippi, and
Entergy New Orleans were unable' to meet their contractual obligations. No payments of any amortization amounts
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will be rquircd so long as amounts paid to System Energy under the Unit Power Sales Agreement; including other
f'unds available to System Energy, exceed amounts required under the Availability Agreement, which is expected to
be the case for the foreseeable future.

Reimbursement Agreement (System Energy)

In December 1988, System Energy entered into to entirely separate, but identical, arrangements for the sale
and leaseback of an approximate aggregate 11.5% ownership interest in Grand Gulf 1 (see Note 10). In connection
with the equity funding of the sale and leaseback arrangements, letters of credit are required to be maintained to
secure certain amounts payable for the benefit of the equity investors by System Energy under the leases. The
current letters of credit are effective until January 15, 2000.

Under the provisions of a bank letter of credit reimbursement agreement, System Energy has agreed to a
number of covenants relating to the maintenance of certain capitalization and fixed charge coverage ratios. System
Energy agreed, during the term of the reimbursement agreement, to maintain its equity at not less than 33% of its
adjusted - capitalization (defined in the reimbursement agreement to include certain amounts not included in
capitalization for financial statement purposes). In addition, System Energy must maintain, with respect to each
fiscal quarter during the term of the reimbursement agreement, a ratio of adjusted net income to interest expense
(calculated, in each case, as specified in the reimbursement agreement) of at least 1.60 times earnings. As of
December 31, 1997, System Energy's equity approximated 34.80% of its adjusted capitalization, and its fixed charge
coverage ratio was 2.43;

Fuel Purchase Ajreements

(Entergy Arkansas and Entergy Mississippi)

Entergy Arkansas has long-term contracts with mines in the State of Wyoming for the supply of low-sulfur
coal for White Bluff and Independence (which is 25% owned by Entergy Mississippi). These contracts, which expire
in 2002 and 2011, provide for approximately 85% of Entergy Arkansas' expected annual coal requirements.
Additional requirements are satisfied by spot market purchases.

(Entergy Gulf States)

Entergy Gulf States has a contract for a supply of low-sulfurWyoming coal for Nelson Unit 6, which should
be sufficient to satisfy the fuel requirements at Nelson Unit 6 through 2010. Cajun has advised Entergy Gulf States
that Cajun has contracts that should provide an adequate supply of coal until 1999 for the operation of Big Cajun 2,
Unit 3.

Entergy Gulf States, has long-term gas contracts which will satisfy' approximately 21% of its annual
requirements, which is the minimum volume Entergy Gulf States is required to purchase under the contracts.
Additional gas requirements are satisfied under less expensive short-term contracts. Entergy Gulf States has a
transportation service agreement with a gas supplier that provides flexible natural gas service to the Sabine and
Lewis Creek generating stations. This service is provided by the supplier's pipeline and salt dome gas storage
facility, which has a present capacity of 12.7 billion cubic feet.

(Entergy Louisiana)

In June 1992, Entergy Louisiana agreed to a renegotiated 20-year natural gas supply: contract. Entergy
Louisiana agreed to purchase natural gas in annual amounts equal to approximately one-third of its projected annual

- fuel requirements for certain generating units. Annual demand charges associated with this contract are estimated to
be $8.6 million through 1997, and a total of $116.6 million for the years 1998 through 2012. Entergy Louisian-
recovers the cost of fuel consumed during the generation of electricity through its fuel adjustment clause.
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Sales Agreements/Power Purchases

(Entergy Gulf States)

In 1988, Entergy Gulf States entered into ajoint venture with' a primary term of 20 years with Conoco, Inc.,
Citgo Petroleum Corporation, and Vista Chemical Company (collectively the Industrial Participants), whereby
Entergy Gulf States' Nelson Units' I and 2 were sold to a partnership (NISCO) consisting of the Industrial
Participants and Entergy Gulf States. The Industrial Participants supply the' fuel for'the units, while Entergy Gulf
States operates the units at the discretion of the Industrial Participants' and purchases the electricity produced by the
units. Entergy Gulf States is continuing to sell electricity to the Industrial Participants. For the years ended
December 31, 1997, 1996, and 1995, the purchases by Entergy Gulf States of electricity from the joint venture
totaled $70.7 million, S62.0 million, and $58.5 million, respectively.

(Entergy Louisiana)

Entergy Louisiana has an agreement extending through the year 2031 to purchase' energy generated by a
hydroelectric facility.' During 1997, 1996, and 1995, Entergy Louisiana made payments under the contract of
approximately $64.6 million, $56.3 million, and $55.7 million, respectively. If the maximum percentage (94%) of
the energy is made available to Entergy Louisiana, current production projections would require estimated payments
of approximately $61.0 million in 1998, and a total of $3.7 billion for the years 1999 through 2031. Entergy
Louisiana recovers the costs of purchased energy through its fuel 'adjustment clause.

(Entergy London)

London Electricity uses CFDs and power purchase contracts with certain UK generators to fix the price of
electricity for a contracted quantity over a specific period "of time. As of December 31, 1997, London Electricity has
outstanding CFDs and power purchase contracts for approximately 40,000 GWH of electricity. These include a long
term power purchase contract with an affiliate which is based on 27.5% of the affiliate's capacity from its 1000 MW
facility through the year 2010. London Electricity's sales 'volume was approximately 18,000 GWV in the year ended
1997. Management's estimate of the fair value of London Electricity's CFDs outstanding as of December 31, 1997,
is that fair value approximates contract value.

(Entergy Corporation)

In accordance with the debt covenants included in the financing provisions of the CitiPower acquisition,
CitiPower must hedge at least 80% of its energy purchases.' CitiPower's current strategy is to hedge approximately
100% of its forecasted energy purchases through energy trading swaps entered into with certain generators. As of
December 31, 1997, CitiPower had outstanding energy trading swaps'totaling a notional amount of 38,372 MW of
average daily load of electricity. These contracts mature through the year 2000. Management's estimate of the fair
value of such swaps'outstanding at December 31, 1997, is a net liability of approximately $86.1 million.

System Fuels (Entergy Arkansas, Entergy Louisiana,' Entergy Mississippi, Entergy New Orleans, and
System Energy)'

Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and'Entergy New Orleans have interests in
System Fuels of 35%, 33%, 19%, and 13%, respectively. The parent companies of System Fuels have agreed to
make loans to System Fuels to finance its fuel procurement, delivery, and storage activities. 'As of December 31,
1997, Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans had, respectively,
approximately $11 million, $14.2 million, $5.5 million, and $3.3 million in loans outstanding to System Fuels, which
loans mature in 2008.
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Nuclear Insurance (Entergy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana,
Entergy Mississippi, Entergy New Orleans, and System Energy)

The Price-Anderson Act limits public liability for a single nuclear incident to approximately $8.92 billion.
Protection for this liability is provided through a combination of private insurance (currently S200 million each for
Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and System Energy) and an industry assessment
program. Under the assessment program, the maximum payment requirement for each nuclear incident would be
$79.3 million per reactor, payable at a rate of 10 million per licensed reactor per incident per year. Entergy has
five licensed reactors. As a co-licensee of Grand Gulf I with System Energy, SMEPA would share 10% of this
obligation. In addition, each owner/licensee of Entergy's five 'nuclear units participates in a private insurance
program that provides coverage for worker tort claims filed for bodily injury caused by radiation exposure. The
program provides for a maximum assessment of approximately $16 million for the five nuclear units in the event
losses exceed accumulated reserve funds.

Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and System Energy are also members of certain
insurance programs that provide coverage for property damage, including decontamination and premature
decommissioning expense, to members' nuclear generating plants. As of December 31, 1997, Ente'gy Arkansas,
Entergy Gulf States, Entergy Louisiana, and System Energy each was insured against such losses up to $2.3 billion.
In addition, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, and Entergy New
Orleans are members of an insurance program that covers certain replacement power and business interruption costs
incurred due to prolonged nuclear unit outages. Under the property damage and replacement power/business
interruption insurance programs, these Entergy subsidiaries could be subject to assessments if losses exceed the
accumulated funds available to the insurers. As of December 31, 1997, the maximum amounts of such possible
assessments were: Entergy Arkansas - $25.3 million; Entergy Gulf States - $8.3 million; Entergy Louisiana -
$ 19.9 million; Entergy Mississippi - $1.0 million; Entergy New Orleans - $0.5 million; and System Energy - 17.0
million. Under its agreement with System Energy, SMEPA would share in System Energy's obligation.

The amount of property insurance maintained for each Entergy nuclear unit exceeds the NRC's minimum-
requirement for nuclear power plant licensees of 1.06 billion per site. NRC regulations provide that the proceeds of
this insurance must be used, first, to place and maintain the reactor in a safe and stable condition and, 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.

Spent Nuclear Fuel andDecommissionin2 Costs (Entergy Corporation, Entergy Arkansas, Entergy Gulf
States, Entergy Louisiana, and System Energy)

Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and System Energy provide for estimated future
disposal costs for spent'nuclear fuel in accordance with the Nuclear Waste Policy Act of 1982. The affected Entergy
companies entered into contracts with the DOE, whereby the DOE will furnish disposal service at a cost of one mill
per net KWH generated and sold after April 7, 1983, plus a one time' fee for generation prior to that date. Entergy
Arkansas, the only Entergy company that generated electricity with nuclear fuel prior to that date, elected to pay the
one-time fee plus accrued interest, no earlier than 1998, and has recorded'a liability as of December 31, 1997, of
approximately $122 million for generation prior to 1983. The fees payable to the DOE may be adjusted in the future
to assure full recovery. Entergy considers all costs incurred or to be incurred, except accrued interest, for the
disposal of spent nuclear fuel to be proper components of nuclear fuel expense, and provisions to recover such costs
have been or will be made in applications to regulatory authorities.

Delays have occurred in the DOE's program for the acceptance and disposal of spent nuclear fuel at a
permanent repository. In a statement released February 17, 1993, the DOE asserted that it did'not have a legal
obligation to accept spent nuclear fuel without an operational repository for which it has not yet arranged. Entergy
Operations and System Fuels joined in lawsuits against the DOE, seeking clarification of the DOE's responsibility t
receive spent nuclear fuel beginning in 1998. The original suits, filed June 20, 1994, asked for a ruling stating t'
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the Nuclear Waste Policy Act requires the DOE to begin taking title to the spent fuel and to start removing it from
nuclear power plants in 1998, a mandate for the DOE's nuclear waste management program to begin accepting fuel
in 1998 and for court monitoring of the program, and the potential for escrow of payments to a nuclear waste fund
instead of directly to the DOE. Argument in the case before a three-judge panel of the U.S. Court of Appeals was
made on January 17, 1996. On July 23, 1996, the court reversed the DOE's interpretation of the 1998 obligation and
unanimously ruled that the Nuclear Waste Policy Act creates an unconditional obligation to begin acceptance of
spent fuel by 1998, but did not make a ruling on the remedies.

On December 17, 1996, the DOE notified contract holders that it anticipated it would not be able to begin
such acceptance until after that date. Subsequently, on January 31, I1997, Entergy Operations and a coalition of 36
electric'utilities and 46 state agencies filed lawsuits to suspend payments to the Nuclear Waste Fund. The lawsuits
ask the court to (i) find that the December 17, 1996, DOE letter demonstrates breach of contract on the part of the
DOE; (ii) order utilities to place the Nuclear Waste Fund payments in an escrow account and not provide the funds to
the DOE until it fulfills its obligation, (iii) prevent the DOE from taking adverse action against utilities that withhold
payments; and (iv) order the DOE to submit a plan to the court describing how the agency intends to fulfill its
obligation on an ongoing basis. On November 14, 1997, the court reaffirmed the DOE's unconditional obligation to
begin accepting spent fuel by January 31, 1998, and ordered the DOE to" proceed with contractual remedies
consistent with the DOE's unconditional obligation. Nevertheless, the ruling did not address the plaintiffs' request
for authority 'to withhold payments'to the DOE. Therefore, on December 11, 1997, Entergy Operations and a
coalition of 27 utilities petitioned the DOE to suspend and escrow future payments to the DOE's waste fund
beginning February 1, 1998:' On January 12, 1998, the DOE rejected the'coalition's petition. On February 19,
1998, Entergy Operations and the coalition of 36 electric utilities filed a -motion with the court seeking enforcement of
its November 14, 1997 order and other relief.

In the'meantime, all Entergy companies are responsible for their spent fuel storage. Current 'on-site spent
fuel storage capacity at River Bend, Waterford 3, and Grand Gulf I is estimated to be sufficient until 2003, 2000,
and 2004, respectively. Thereafter, the affected companies will provide additional storage. Current on-site spent fuel
storage capacity-at ANO'is estimated to be sufficient until 2000. 'An ANO storage facility using dry casks began
operation in 1996. 'This facility may be expanded further as. required: The initial cost of providing the additional
on-site spent fuel storage capability required at ANO, River Bend, Waterford 3, and Grand Gulf 1 is expected to be
approximately $5 million to $10 million per unit. In addition, about $3 million to $5 million per unit will be required
every two to three years subsequent to 2000 for ANO and every four to five years subsequent to 2003, 2000, and
2004 for River Bend, Waterford 3, and Grand Gulf 1, respectively, until the DOE's repository or storage facility
begins accepting such units' spent fuel.

Total decommissioning costs as of December 31, 1997, for the Entergy nuclear power plants, excluding co-
owner shares, have been estimated as follows:

Total Estimated
Decommissionine Costs

(In Millions)

ANO 1 and ANO 2 (based ona 1994 interim update to the 1992 cost study)' $ 806.3
River Bend (based on a 1996 cost study reflecting 1996 dollars) 419.0
Waterford3 (basedona 1994updatedstudyin 1993dollars) 320.1
Grand Gulf 1 (based on a 1994 cost study using 1993'dollars) 365.9

- .$ 1,911.3

The estimate for River Bend includes the decommissioning costs related to the' 30% share of River Bend
; formerly owned by Cajun. The 30% share was' acquired by Entergy Gulf States in connection with the Cajun

Settlement. As a part of the Cajun Settlement, Cajun placed in trust a total of $132 million for its share of the
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decommissioning costs of River Bend. See Cajun - River Bend Litigation" above for further discussion
regarding the Cajun Settlement.

Entergy Arkansas and Entergy Louisiana are authorized to recover in rates amounts that, when added to
estimated investment income, should be sufficient to meet the above estimated decommissioning costs for ANO and
Waterford 3, respectively.. Li the Texas retail jurisdiction, Entergy Gulf States is recovering in rates River Bend
decommissioning costs (based on the 1991 cost study that totaled $267.8 million) that, with adjustments, total $204.9
million. Entergy Gulf States included decommissioning costs based on the 1996 study in the PUCT rate review filed
in November 1996. That review is ongoing. In the Louisiana retail jurisdiction, Entergy Gulf States is currently
recovering in rates decommissioning costs (based on a 1985 cost study) which total $141 million. Entergy Gulf
States included decommissioning costs (based on the 1991 study) in the LPSC rate review filed in May 1995. In
October 1996, the LPSC approved Entergy Gulf States rates that include decommissioning costs based on the 1991
study. The October 1996 LPSC order has been appealed and the decommissioning costs based on the 1991 study
have not yet been implemented. Entergy Gulf States included decommissioning costs, based on the 1996 study, in the
LPSC rate review filed in May 1996. The LPSC's review is ongoing. However, in June of 1996, a rate decrease
was implemented that included decommissioning revenue requirements based on the 1996 study. System Energy was
previously recovering in rates amounts sufficient to fund $198 million (in 1989 dollars) of its Grand Gulf I
decommissioning costs. System Energy included decommissioning costs (based on the 1994 study) in its rate
increase filing with FERC. Rates requested in this proceeding were placed into effect in December 1995, subject to
refund. FERC has not yet issued an order in the System Energy rate case.

Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and System Energy periodically review and
update estimated decommissioning costs. Although Entergy is presently underrecovering for Grand Gulf and River
Bend based on the above estimates, applications have been and will continue to be made to the appropriate regulatory
authorities to reflect in rates any future change in projected decommissioning costs. The amounts recovered in rates
are deposited in trust funds and reported at market value as quoted on nationally traded markets or as determined by
widely used pricing services. These trust fund assets largely offset the accumulated decommissioning liability that is
recorded as accumulated depreciation for Entergy Arkansas, Entergy Gulf States, and Entergy Louisiana, and as
other deferred credits for System Energy and the trust funds received with the transfer of Cajun's 30% share of River
Bend.

The cumulative liabilities and actual decommissioning expenses recorded in 1997 by Entergy were as
follows:

Cumulative 1997 Cumulative
Liabilities as of 1997 Trust Decommissioning Liabilities as of

December 31, 1996 Earnines Expenses Other December 31, 1997
(In Milions)

ANO andANO2 $ 200.6 $ 9.1 $ 17.3 5 - $ 227.0
River Bend . 39.2 2.0 7.5 132.0 $ 180.7
Waterford 3 49.0 2.4 8.8 - S 60.2
Grand Gulf 1 60.7 3.5 19.0 - $ 83.2

$ 349.5 $ 17.0 $ 52.6 $ 132.0 $ 551.1

In 1996 and 1995,- ANO's decommissioning expense was $20.1 million and $17.7 million, respectively;
River Bend's decommissioning expense was $6.0 million and' $8.1 million, respectively; Waterford 3's
decommissioning expense was $8.8 million and $7.5'million, respectively; and Grand Gulf l's decommissioning
expense was $19.0 million and $5.4 million, respectively. The actual decommissioning costs may vary from th
estimates because of regulatory requirements, changes in technology, and increased costs of labor, materials, ar
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equipment. Management believes that actual decommissioning costs arc likely to be highcr than the estimated
amounts prcsentcd above.

The SEC has questioned certain of the financial accounting practices of the electric utility industry regarding
the recognition, measurement, and classification of decommissioning costs for nuclear plants in the financial
statements of electric utilities. In response to these questions, the FASB has been reviewing the accounting for
decommissioning and has expanded the scope of its review to include liabilities related to the closure and removal of
all long-lived assets. If current electric utility industry accounting practices with respect to nuclear decommissioning
and other closure costs are changed, annual provisions for such costs could increase, the estimated cost for
decommissioning and closure could be recorded as a liability rather than as accumulated depreciation, and trust fund
income from decommissioning trusts could be 'reported as investment income'rather than as a reduction to
decommissioning expense.

The EPAct has a provision that assesses domestic nuclear utilities with fees for the decontamination and
decommissioning of the DOE's past uranium enrichment operations. The decontamination and decommissioning
assessments are being used to set up a fund into which contributions from utilities and the federal government will be
placed.' Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and System Energy's annual assessments, which
,will be adjusted annually for inflation, are approximately $3.7 million, SO.9 million, $1.4 million, and $1.5 million (in
1997 dollars), respectively, for approximately 15 years. As of December 31, 1997, Entergy Arkansas, Entergy Gulf
States, Entergy Louisiana, and System Energy had recorded liabilities of $33.4 million, $5.8 million, $12.7 million,
and $12.5 million, respectively, for decontamination and decommissioning fees in other current liabilities and other
noncurrent liabilities, and these liabilities were offset in the consolidated financial statements'-by regulatory assets.
FERC requires that utilities treat these assessments as costs of fuel as they are amortized and recover these costs
through rates in the same manner as other fuel costs.

ANO Matters (Entergy Corporation and Entergy Arkansas)

Cracks in certain steam generator tubes at ANO 2 were discovered and repaired during an outage in March
1992. Further inspections and repairs were conducted at subsequent refueling and mid-cycle outages, including the
most recent refueling outage in May 1997. Turbine modifications were installed in May 1997 to restore most of the
output lost due to steam generator fouling and tube plugging. The unit may be approaching the current limit for the
number of steam generator tubes that can be plugged with the unit in operation. If the established limit is reached
during a future outage, it could become necessary for Entergy Operations to insert sleeves in steam generator tubes
that were previously plugged. On October 25, 1996,-Entergy Corporation's Board of Directors authorized Entergy
Arkansas and Entergy Operations to negotiate a contract for the fabrication and replacement of the steam generators
at ANO 2. Etergy estimates the cost of fabrication and'replacement of the steam generators to be approximately
$150 million. Entergy Operations has entered into a contract, with certain cancellation provisions, for the design and
fabrication of replacement steam generators. A letter of intent has been issued for the installation of the replacement
steam generators. It is anticipated that the steam generators will be installed during a planned refueling outage in
2000. Entergy Operations periodically meets with the NRC to discuss the results of inspections of the steam
generator tubes, as well as the timing of future inspections.

Environmental Issues

(Entergy Gulf States)

Entergy Gulf States has been designated as a PRP for the' clean-up of certain hazardous waste disposal sites.
Entergy Gulf States is currently negotiating with the EPA and state authorities regarding the clean-up of these sites.
Several class action and other suits have been filed in state and federal courts seeking relief from Entergy Gulf States
and others for damages caused by the disposal of hazardous waste and for asbestos-related disease allegedly resulting
from exposure on Entergy Gulf States premises. While the amounts at issue in the clean-up efforts and suits may be
substantial, Entergy Gulf States believes that its results of operations and financial condition will not be materially

-187-



adversely affcctcd by the outcome of the suits. As of December 31, 1997, a remaining recorded provision of S23.8
million existed relating to the clean-up of seven sites at which Entergy Gulf States has been designated a PRP.

(Entergy Louisiana)

During 1993, the LDEQ issued new rules for solid waste regulation, including regulation of waste water
impoundments. Entergy Louisiana has determined that certain of its power plant waste water impoundments were
affected by these regulations and has chosen to upgrade or close them. As a result, a remaining recorded liability in
the amount of $6.7 million existed as of December 31, 1997, for waste water upgrades and closures. Completion of
this work is pending LDEQ approval. Cumulative expenditures relating to the upgrades and closures of waste water
impoundments are $7.1 million as of December 3 1, 1997.

City Franchise Ordinances (Entergy New Orleans)

Entergy New Orleans provides electric and gas service in the City of New Orleans pursuant to City franchise
ordinances that state, among other things, the City has a continuing option to purchase Entergy New Orleans' electric
and gas utility properties.

Waterford 3 Lease Obligation:s (Entergy Louisiana)

On September. 28, 1989, Entergy Louisiana entered into three identical transactions for the sale and
leaseback of undivided interests (aggregating approximately 9.3%) in Waterford 3. In July 1997, Entergy Louisiana
caused the lessors to issue $307,632,000 aggregate principal amount of Waterford 3 Secured Lease Obligation
Bonds, 8.09% Series due 2017, to refinance the outstanding bonds originally issued to finance the purchase of the
undivided interests by the lessors. The lease payments will be reduced to reflect the lower interest costs. Upon the
occurrence of certain events, Entergy Louisiana may be obligated to pay amounts sufficient to permit the Owner
Participants to withdrawv from the lease transactions, and Entergy Louisiana may be required to assune the
outstanding bonds issued by the Owner Trustee to finance, in part,. its acquisition of the undivided interests in
Waterford 3. See Note 10 for further information.

Employment Litigation

(Entergy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and Entergy New Orleans)

Entergy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and Entergy New Orleans
are defendants in numerous lawsuits described below that have been filed by former employees asserting that they
were wrongfully terminated and/or discriminated against due to age, race, and/or sex. Entergy Corporation, Entergy
Arkansas, Entergy Gulf States, Entergy Louisiana, and Entergy New Orleans are vigorously defending these suits
and deny any liability to the plaintiffs. However, no assurance can be given as to the outcome of these cases.

(Entergy Corporation, Entergy Louisiana, and Entergy New Orleans)

Entergy Corporation, Entergy Louisiana, and Entergy New Orleans are defendants in numerous lawsuits
filed in Louisiana state court on behalf of approximately 147 plaintiffs who claim that they were illegally terminated
from their jobs due to discrimination on the basis of age. The plaintiffs have requested that the court certify the
matter as a class action. On August 13, 1997, the court certified the case as a class action. The court decision to
certify a class action has been appealed to the Louisiana Fifth Circuit Court of Appeal. No assurance can be given
as to the timing or outcome of these proceedings.
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(Entergy Corporation and Entergy Arkansas)

Entergy Corporation and Entergy Arkansas are defendants in a number of lawsuits filed in federal court on
behalf of a total of approximately 60 plaintiffs who claim they were illegally terminated from their jobs due to
discrimination on the basis of age or race.

The first of these lawsuits, originally involving 29 plaintiffs, was tried before a jury beginning in April 1997.
Settlements were reached with two of the plaintiffs prior to the trial. In May 1997, the jury rendered findings as to
22 of the plaintiffs indicating that Entergy had no liability to them for discrimination. However, the jury also found
that Entergy had intentionally discriminated against the remaining five plaintiffs on the basis of age. As a result,
these five plaintiffs are entitled to damages equal to twice their back pay plus lost future wages, and they will be
awarded attorneys' fees in an amount which has not yet been determined by the court.

A trial date for another suit involving 18 plaintiffs, originally scheduled for May 1997, has been continued
until April 1998. A motion for summary judgment in favor of the defendants is pending in this suit. Another suit,
involving a single plaintiff, which had been set for trial in'February 1998, has been continued with no new trial date
set. Another of the suits, involving a single plaintiff, was settled for an immaterial amount prior to trial in November
1997. Another of the suits, involving nine plaintiffs, has been set for trial in June 1998. The last of these suits is in
the discovery stage and has been'set for trial in July 1998.

(Entergy Corporation and Entergy Gulf States)

Entergy Corporation and Entergy Gulf States were defendants in' a lawsuit involving approximately 176
plaintiffs filed in state court in Texas by former employees who claim that they lost their jobs as a result of the
Merger. The plaintiffs in these cases asserted various-claims, including discrimination on the basis of age, race,
and/or sex. The court made a preliminary ruling that each plaintiffs claim should be tried separately. However, all
of these claims were settled before reaching trial in June 1997.

(Entergy Corporation, Entergy Gulf States, and Entergy Louisiana)

Entergy'Corporation, Entergy Gulf States, and Entergy Louisiana were defendants in a suit filed in federal
court in Louisiana by approximately 57 plaintiffs who claimed, among other things, they were wrongfully discharged
from their employment on the basis of their age. However, all of these claims were settled before reaching trial in
September 1997.

Enterey London Areements and Contracts (Entergy London)

Entergy London is subject to an agreement whereby the UK government is entitled to a proportion of certain
property gains realized by London Electricity as a'result of disposals or events treated as disposals occurring after
March 31, 1990, of properties held at that date. This-commitment is effective until March 31, 2000.

Entergy London has recorded approximately $165 million in reserves as of December 31, 1997, related to
unfavorable long-term contracts. These reserves will be amortized over the remaining lives of the contracts which
range from 14 to 18 years. The reserves recorded are based on the excess of estimated fair market value of these
contracts over the present value of the future cash flows under the contracts at the applicable discount rate and
prices.
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NOTE 10. LEASES

General

As of December31, 1997, Entergy had capital leases and noncancelable operating leases for equipment,
buildings, vehicles, and fuel storage facilities (excluding nuclear fuel leases and the sale and leaseback transactions)
with minimum lease payments as follows:

Capital Leases

Year

1998
1999
2000
2001
2002
Years thereafter
Minimum lease payments
Less: Amount

representing interest
Present value of net
minimum lease payments

Entergy Entergy
Entergy Arkansas Gulf States

(In Thousands)

S 27,369 S 10,953 S 12,480
27,343 10,953 12,480
25,534 9,646 11,983
23,452 9,646 11,628
19,574 9,646 9,879
80,512 42,211 38,101

203,784 93,055 96,551

68,074 37,311 *29,073

S 135,710 $ 55,744 S 67,478

Op utingleases

FiErgy EnteWy . raff V - Ft
Year

1998
1999
2000
2001
2002
Years therapdy
Mininim lseaymnits

Ehtemy Arzsas GufStates luiiana LIdon

$67,748 $17,946 $14,429 $5,108 $10,780
65,557 17,913 14,408 4,702 9,831

62,645 17,913 13,801 4,644 9,707

56473 17,995 11,546 1,178 9,707
'55,011 17,772 11,292 1,163 9,589
334,155 55,886 56,528 - 119,956

$ 641,589 S 145,425 $ 12,004 $ 16,795 $ 169,570

Rental expense for Entergy's leases (excluding nuclear fuel leases and the sale- and leaseback
transactions) amounted to approximately $70.7 million, $62.1 million, and $61.1 million in 1997, 1996, and 1995,
respectively. These amounts include $19.7 million, $26.0 million, and $26.0 million, respectively, for Entergy
Arkansas; $17.6 million, $11.8 million, and $13.0 million, respectively, for Entergy Gulf States; $12.8 million, $13.7
million, and $13.6 million, respectively, for Entergy Louisiana; and $11.4 million in 1997 for Entergy London.
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Nuclear Fuel Leases (Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, System Energy)

Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, and System Energy each has arrangements to
lease nuclear fuel in an aggregate amount up to $140 million,-$70 million, $80 million, and $90 million respectively.
As of December 31, 1997, the unrecovered cost base of Entergy Arkansas', Entergy Gulf States', Entergy
Louisiana's, and System Energy's nuclear fuel leases amounted to approximately $92.6 million, $54.4 million, $57.8
million, and $64.2 million, respectively The lessors finance the acquisition and ownership of nuclear fel through
credit agreements -and the issuance of notes.- These agreements are subject to annual renewal with, in Entergy
Louisiana's and Entergy Gulf States' case, the consent of the lenders. The credit agreements for Entergy Arkansas,
Entergy Gulf States, Entergy Louisiana, and System Energy have been extended and now have termination dates of
December 2000, December 2000, January 2001, and February 2001, respectively. The debt securities issued
pursuant to these fuel lease arrangements have varying maturities through December 15, 2000. It is expected that the
credit agreements will be extended or alternative financing will be secured by each lessor upon the maturity of the
current arrangements. If extensions or alternative financing cannot be arranged, the lessee- in each case must
purchase sufficient nuclear fuel to allow the lessor to retire such borrowings..

Lease payments are based on nuclear fuel use. Nuclear fuel lease expense charged to operations by the
domestic utility companies in 1997, 1996, and 1995 was $149.7 million (including interest of $18.7 million), $158.5
million (including interest of $21.7 million), and $153.5 million (including interest of $22.1 million), respectively.
Specifically, in 1997, 1996, and 1995, Entergy Arkansas' expense was $53.7 million, $53.9 million, and $46.8
million (including interest of $6.4 million, $7.1 million, and $6.7 million), respectively; Entergy Gulf States' expense
was $25.5 million, $27.1 million, and $41.4 million (including interest of $3.2 million,' $4.2 million, and $6.0
million), respectively; Entergy Louisiana's expense was $29.4 million, $39.8 million, and $30.8 million (including
interest of $3.7 million, $4.9 million, and $3.7 million), respectively; System Energy's expense was $41.1 million,
$37.7 million, and $34.5 million (including interest of $5.4 million, $5.5 million, and $5.7 million), respectively.

Sale and Leaseback Transactions

Waterford 3Lease Obligations (Entergy Louisiana)

Entergy Louisiana is the lessee of three separate undivided interests in Waterford 3 under three separate, but
substantially identical,- long-term net leases. The lessors under such' leases acquired the undivided interests
(aggregating' approximately 9.3%) in Waterford 3 from Entergy Louisiana in three separate sale-leaseback
transactions that occurred in 1989. Entergy Louisiana is leasing back the interests on a net lease basis' over an
approximate 28-year basic lease term: Approximately 87.7% of the aggregate consideration paid by the lessors for
their respective undivided interests was provided to the lessors from the issuance of Waterford 3 Secured Lease
Obligation Bonds (Initial Series Bonds) in 1989. Interests were aquired from Entergy Louisiana with funds
obtained from the issuance and sale by the purchasers of intermediate-term and long-term secured lease obligation
bonds. The lease payments to be made by Entergy Louisiana will be sufficient to service such debt.

Entergy Louisiana did not exercise its option to repurchase the undivided interests in Waterford 3 in
September 1994. As a result, Entergy Louisiana was required to provide collateral for the equity portionof certain
amounts payable by Entergy Louisiana under the leases.', Such collateral was in the form of a new series of non-
interest-bearing first mortgage bonds in the aggregate principal amount of $208.2 million issued by Entergy
Louisiana in September1994. ;

In July 1997, Entergy Louisiana caused the Waterford 3 lessors to issue $307,632,000 aggregate principal
amount of Waterford 3 Secured Lease Obligation Bonds, 8.09% Series due 2017, to refinnce the outstanding bonds
originally issued to finance the purchase of the undivided interests by the. lessors. ,The lease payments have been
reduced to reflect the lower interest costs.
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Upon the occurrence of certain events (including lease events of default. events of loss, deemed loss events or
certain adverse "Financial Events" with respect to Entergy Louisiana), Entergy Louisiana may be obligated to pay
amounts sufficient to permit the Owner Participants to withdraw from the lease transactions, and Entergy Louisiana
may be required to assume the outstanding bonds issued by the Owner Trustee to finance, in part, its acquisition of

-the undivided interests in Waterford 3. "Financial Events". include, among other things, failure by Entergy
Louisiana, following the expiration of any applicable grace or cure periods, to maintain (1) as of the end of any fiscal
quarter, total equity capital (including preferred stock) at least equal to 30% of adjusted capitalization, or (2) in
respect of the 12-month period ending on the last day of any fiscal quarter, a fixed charge coverage ratio of at least
1.50. As of December 31, 1997, Entergy Louisiana's total equity capital (including preferred stock) was 46.8% of
adjusted capitalization and its fixed charge coverage ratio was 2.79.

As of December 31, 1997, Entergy Louisiana had future minimum lease payments (reflecting an, overall
implicit rate of 7.45/6) in connection with the Waterford 3 sale and leaseback transactions, which are recorded as
long-term debt, as follows (in thousands):

1998 $ 23,850
1999 49,108
2000 42,573
2001 40,909.
2002 39,246
Years thereafter 532,137
Total 727,823
Less: Amount representing interest 374,223
Present value of net minimum lease payments $ 353,600

Grand Gulf 1 Lease Obligations (System Energy)

On December28, 1988, System Energy entered into two arrangements for the sale and leaseback of an
aggregate 1 i.5% undivided ownership interest in Grand Gulf 1 for an aggregate cash' consideration of $500 million.
System Energy is leasing back the undivided interest on a net lease basis over a 26 1/2-year basic lease term. System
Energy has options to terminate the leases and to repurchase the undivided interest in Grand Gulf I at certain
intervals during the basic lease erm. Further, at the end of the basic lease term, System Energy has an option to
renew the leases or to repurchase the undivided interest in Grand Gulf 1. See Note 9 with respect to certain other
terms of the transactions.

In accordance with SFAS 98, "Accounting for Leases," due to "continuing involvement" by System Energy,
the sale and leaseback arrangements of the undivided portions of Grand Gulf 1, as described above, are required to be
reflected for financial reporting purposes as financing transactions in System Energy's financial statements. The
amounts charged to expense for financial reporting purposes include the interest portion of the lease obligations and
depreciation of the plant.: However, operating revenues include the recovery of the lease payments because the
transactions are accounted for as sales and leasebacks for rate-making purposes. The total of interest and
depreciation expense exceeds the corresponding revenues realized during the early part of the lease term. Consistent
with a recommendation contained in a FERC audit report, System Energy recorded as a deferred asset the difference
between the recovery of the lease payments and the amounts expensed for interest and depreciation and is recording
such difference as a deferred asset on an ongoing basis. The amount of this deferred asset was $84.0 million and
$93.2 million as of December 31, 1997, and 1996, respectively.
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As of December 31, 1997, System Energy had future minimum lease payments (reflecting an implicit rate of
.7.02%), which are recorded as long-term debt as follows (in thousands):

1998
1999
2000
2001
2002
Years thereafter - ''

Total
Less. Amount representing interest
Present value of net minimum lease payments

$ 42,753
42,753
42,753
46,803
53,827

-659,437
888,326

399,164
$ 489,162

NOTE I. POSTRETIREMENT BENEFITS (Entergy Corporation, Entergy Arkansas, Entergy Gulf
States, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy, and Entergy London)

Pension Plans

Entergy has .two postretirement benefit plans, "Entergy Corporation Retirement Plan for Non-Bargaining
Employees" and "Entergy Corporation Retirement Plan for Bargaining Employees", covering substantially all of its
domestic employees. The pension plans are noncontributory aiid provide ension benefits that are based on
employees' credited service and compensation during the final years before retirement. 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 a money market fund, and insurance
contracts.

Entergy London participates in a defined benefit pension plan,-which provides pension and other related
defined benefits, based on final pensionable pay, to substantially all employees throughout the electnicity supply
industry in the UK. Entergy London uses the projected unit credit actuarial method for funding purposes. Amounts
funded to the pension are primarily invested in equity and fixed income securities.

Total 1997, 1996, and 1995 pension cost of Entergy Corporation and its subsidiaries, including amounts
capitalized, included the following components (in thousands):

1997

Service cCst - bmefits earned
duringthepenod
iterest cost on prqected
benefit cblgatian

Actual retu on plan assets
Net arrtiztian and dHral
Nt pension cost (income)

. tew I : ltay Fitergy- Eg Entewy
Adsas Gulf States Luisiana- New Orleans

$48,908

193,930
(306,613)

86,486

$6,937 $5,365 $3,762 $1,893

.:26,472- - 23,684. 15,778 - 10,011
(46,065) (53,729) (49,438)- (19,577)
16,906 23,657 27,200 7,549

. $763
.

2,783
(1,914)

63

I .~~~~~~~~~~

Systern Entery
gre Lmlo

, .

$2,389 $16,615

2,942- 99,358
(6,052) (118,465)
2,055 -

$22,711 $4,250 ($1,023) ($2,698) ($124) $1,695 $1,334 ($2,492)
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1996

Service cost - benefits earned

during the period '.
Interest cost on projected

benefit obligation:
Actual return on plan assets
Net amortization and deferral
Net pension cost (income)

1995

Service cost - benefits earned
during the period

Interest cost on projected
benefit obligation

Actual return on plan assets
Net amortization and deferral
Net pension cost (income).

Entergy

$31,584

Entergy
Arkansas

Entergy
Gulf States

Entergy
Louisiana

Entergy
Mississippi

52,157

Entergy
New Orleans

System

$7,605 $5,852 $4,684 $1,147 $2,658

84,303
(163,520)

71.260

24,540
(41,183)
14.015

20,952
(47,416)

18.732

15,735
(41,219)
20.313

- 9,462
(17,767)

6.382

2,973
(1,826)

88

2,645
(4,146)

526
$23,627 $4,977 ($1,880) ($487) $234 $2,382 $1,683

Entergy Entergy Entergy Entergy Entergy System
Entergy Arkansas Gulf States Louisiana Mississipp1i New Orleans Enenrv

$29,282 $7,786 $6,686 $4,143 $2,152 $1,158 $2,260

80,794 24,372 21,098 15,111 9,240 2,680 2,230

(261,864) (71,807) (82,624) (53,348) (30,443) (1,614) (8,827)
178,345 47,766 53,921 34,902 20,081 - 64 5,510
_$26,557 .$8,117 ($919) $808. $1,030 $2,288- $1,173

The fmded status
thousands):

1997

*"ube aapesicn
'hn Ifiicn:

Ve

laidA bai

Plan as at fair .z1u
-ete - beiIncit bgia
Plm alsinecessof

OCa* P*ha cd hrifit
cbbpftt

Uxnooozdpicr gnieccat
Uymogdiwdtrartiai ast

Uyewgized ret l (gn)
Acmuxdpen1 assim Qiability)

of Entergy's various pension plans as of December 31, 1997, and 1996 was (in

Guff a s lcieara
Eftaw ste sysFtem 

~~1Lw E ha La-dm

Sg189,915
9.882

$333,343
3;295

* $294,552
883

$201,454
2.318

$126,882
682

$34,616 $31,774 $1,026,071
* 357 543

2,1S9,797 336,638 295,435 203,772 127,564 34,973 32,317 1,026,071

3,144,498 427,175 454,912 328,381 174,651 23,043 53,105 1,537,297
2,495,85 381,581 327,842 226254 140,317 40,568 46,433 1,134,174

64&412 45,594 IZ7,070 102,127 34,334 (17,525) 6,672 403,123

35,5DX - 13,656 12,649 5,353 4,414 1,705 1,021 -

(3,151) (9343) (7,162) (11,230 (5,031) (572) (4,694) -

: (431.178' (69,076).- (179,742) (9,391) (34,699) 7,209 (7,211). (161,9M)
S220,583 ($19,169) ($47,185) ($141) M$952) ($9,182) ($4,212) $241,216
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Actuarial preint value of
accumrilated pension
plan obligation:

Vested
Nonvested

Accuwmuated bendit obligation

'Plan assets at fair value
Prciectedbenefit obligation
Plan assets in excess of

(Oess than) projected benlit
obligation

Uirecognized prior service cost
Uhrecognized transition asset
Uhryonized net less (gain)
Accrued pension liability

Entergy
Arkansas

Enirgy
Gulf States

Entergy
Louisiana

Entergy Entergy
Mississipji Rv Orlans

Systen
Enrlev

$1,027,307
4,775

* $296,181 $287,201
1.345 748

$193,183
1 697

$117,142
154

$34,466
29

$25,195
655

1,032,082 297,526 287,949 193,880 117,296 34,495 25,850

1,359,614 374,849 397,749 282,470 150,616 22,017 43,943
1,196,925 338,307 315,781 217,711 129,578 41,511 38,401

162,689 36,542 81,968 64,759 21,038 (19,494) 5,542

36,131 14,882 11,964 5,911 4,894 1,965 1,100
(39,504) (11,679) (9,550) (14,037) (6,252) (767) (5,291)

(180,525) (55,536) (132,832) (61,130) (23,769) 9,897 (4,502)
($21,209) ($15,791) ($48,450) ($4,497) ($4,089) (S8,399) ($3,151)

-The significant actuarial assumptions used in computing the information above for the domestic utility
companies and System Energy for 1997, 1996, and 1995 were as follows: weighted-average discount rate, .7.25%
for 1997, 7.75% for 1996, and 7.5% for 1995, weighted-average rate of increase in future compensation levels, 4.6%
for 1997, 1996, and 1995; and expected long-term rate of return on plan assets, 9.0% for 1997 and 1996, and 8.5%
for 1995. Transition assets of Entergy are being aniortized over the greater of the remaining service period of active
participants or 15 years.

The significant actuarial assumptions used in computing the information above for Entergy London for 1997
were as follows: weighted-average discount rate of 9.0%, weighted-average rate of increase in future compensation
levels of 6.5%, and expected long-term rate of return on plan assets 'of 9.0%.

Other Postretirement Benefits

Entergy also provides certain health care and life insurance benefits for retired employees. 'Substantially all
domestic employees may become eligible for these benefits if they reach retirement age while'still working for
Entergy.

Effective January 1, 1993, Entergy adopted SFAS 106 which required a change from a cash method to an
accrual method of accounting for postretirement benefits other than pensions. The domestic utility companies have
sought approval, in their respective regulatory jurisdictions,' to implement the appropriate accounting requirements
related to SFAS 106 for ratemaking purposes. Entergy' Arkansas received an order permitting deferral, as a
regulatory asset, of the difference between its annual cash expenditures for postretirement benefits other than
pensions and the SFAS 106 accrual, for a five-year period that began January 1, 1993. In December 1997, the
APSC issued an order allowing the 15 year amortization of this regulatory aset. Beginning in 1998, Entergy
Arkansas will be allowed to recover its SFAS 106 expenses in rates. Entergy Mississippi is'expensing its SFAS 106
costs, which are reflected in rates pursuant to an order from the MPSC in connection with Entergy Mississippi's
formulary incentive rate plan. Entergy New Orleans is expensing its SFAS 106 costs. Pursuant to the PUCT's May
26, 1995, amended order,' Entergy Gulf States is currently,collecting the Texas portion of its SFAS 106 costs in
rates. The LPSC ordered Entergy Gulf States and Entergy Louisiana to continue the use of the pay-as-you-go method
for ratemaking purposes for postretirement benefits other than pensions, but the LPSC retains the flexibility to
examine individual companies' accounting for postretirement benefits to determine if special exceptions to this order
are warranted.
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In Dccembcr 1997, Entcrgy Arkansas was allowcd to begin funding its SFAS 106 costs commencing in
1998. Pursuant to regulatory directives, Entergy Mississippi, Entergy New Orleans, the portion of Entergy Gulf
States rgulated by the PUCT, and System Energy, fund postretirement benefit obligations collected in rates. System
Energy is funding on behalf of Entergy Operations postretircment benefits associated with Grand Gulf 1. Entergy
Louisiana and Entergy Gulf States continue to fund a portion of these benefits regulated by the LPSC and FERC on
a pay-as-you-go basis. The assets of the various postrctirement benefit plans other than pensions include common
stocks, fixed-income securities, and a money market fund. At January 1, 1993, the actuarially determined
accumulated postretirement benefit obligation (APBO) earned by retirees and active employees was estimated to be
approximately $241.4 million and $128 million for Entergy (other than Entergy Gulf States) and for Entergy Gulf
States, respectively. Such obligations are being amortized over a 20-year period beginning in 1993.

Total 1997, 1996, and 1995 postretirement benefit cost of Entergy Corporation and its subsidiaries,
including amounts capitalized and deferred, included the following components (in thousands):

1997

Service cost - benefits earned

during the period
Interest cost on APBO
Actual return on plan assets
Net amortization and deferral
Net postretirement benefit cost

1996

Service cost - benefits earned

during the period
Interest cost on APBO
Actual return on plan assets
Net amortization and deferral
Net postretirement benefit cost

1995

Serce cost - benefits earned

during the period
Interest cost on APBO
Actual return on plan assets
Net amortization and deferral

Net postretirement benefit cost

Entergy

$13,991
29,317
(3,386)
15,864

Entergy
Arkansas

Entergy
Gulf States

Entergy
Louisiana

Entergy
Mississippi

Entergy
New Orleans

System
Enenzy

$3,204
6,232

3.716

$3,227
9,466

(1,637)
6,519

$2,081
4,490

2,623

$1,092
2,278
- (695)
1,399

$618
3,106
(840)

1,936

$939
648

(214)
262

$55,786 $13,152 $17,575 $9,194 $4,074 $4,820 $1,635

Entergy Entergy Entergy Entergy Entergy System
Entergy Arkansas Gulf States Louisiana Mississippi New Orleans Energr

$14,351 $3,128 $3,476 $2,155 $1,081 $661 $890
26,133 5,580 8,164 4,283 2,171 3,085 512
(1,654) - (388) - (479) (681) (106)

14,214 3,397 5,370 2,694 .1,458 1,977 209
$53,044 $12,105 $16,622 $9,132 $4,231 $5,042 $1,505

Entergy Entergy Entergy Entergy Entergy System
Entergy. Arkansas Gulf States Louisiana Mississippi New Orleans Ener

$10,797 $2,777 $1,864 $2,047 $909 $650 $687

:25,629 5,398 8,526 4,215 1,969 3,258 603
(759) - - - (245) (514) -

11,023 2,702 4,477 2,121 988 1,876 262
$46,690 $10,877 $14,867 $8,383 $3,621 $5,270 $1,552
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ThC funded status of Entergy's postretirement plans as of Deccmber 31, 1997, and 1996, was (in thousands):

1997

Ai pt N~hzw dfac daW
itc~ai bli

Q1r fidly digble partcipnts

Axmida bfit obitimn
lan asets at fair vae
ana Iss thn APBO

LUrogi istiboncigcn
Urcgizd rct Ics (ginycicr
A~c b=:ftt asset (liali)

1996

kctuial pmt Nlue cfa uaaed

R
Chrfiiy cigHe articipts

'camulatodit igatin

lan asseis at fair mh
Han ts less thn APBO
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S313,243
3,530
8,189

AsI8
Gff s

$112,150
6,203

17.875

Lm~lsina

$47,774
4,713

12898

Er Eztzrly
NMW~rans

Symnhytm

$66,2
6,151

18,667

$23,062
- 3,543

6,668

$37,890
1,974

3,969

$3,264
1,936
5,264

427,962 91,0D7 136,228 65,385 33,273 43,833 10,464
63,930 - 28.M9 - 12,140 18,565 4,835

(364,032) (91,097) (107,839) (65385) (21,133) (25,268 (5,629)
172O85 59,298 87,050 44,575 22,529 40,183 3,932
21,819 (4,104) (3,886) (4,33 (3,038) (12,737) (559)

($1712) ($35,903) ($24,674) ($25,148) ($1,642) $2,178 (SZ256)

Ertcrgy Ttar Etergy Et Ente Sysatn
Biterg Amsas if States Laisiaa llbjj NwCicars E

$263,504 $56,945 $90,450 $44,083 $21,639 $36,613 $1,401
28,507 5,599 5,728 4,063 Z753 1,694 1,861
73,188 15,505 16,623 11,553 5,837 3,630 4,587

365,199 78,049 .112,801 59,699 30,229 41,937 7,849
37,70 - 15,528 -. 7,517 12,647 2,278

(327,Wq) (7,049) (97,73) (59,699) (2712) (29,29C) (5,571)
183,557 63,252 92,853 47,546 24,031 42,861 4,194

(5,032) (13,414) (13,859) (7,726). (3,221) (11,t7 (i,476)
($148,704) (211) ($18,79 ($19,879) ($1,902) $1,867 ($2,853)

The assumed health care cost trend rate,'used in measuring the APBO of Entergy was 6.8% for 1998,
gradually decreasing each successive year until it reaches 5.0% in 2005. A one percentage-point increase in the
assumed health care cost trend rate'for each year would have increased the APBO of Entergy, as of December 31,
1997, by 11.3% (Entergy Arkansas-11.5%, Entergy Gulf States-10.3%, Entergy Louisiana-11.4%, Entergy
Mississippi-I 1.9%, Entergy New Orleans-10.0%, and System Energy-15.4%), and the sum of the service cost and
interest cost by approximately 14.7% (Entergy Arkansas-14.7%, Entergy Gulf States-13.9%, Entergy Louisiana-
14.2%, Entergy Mississippi-14.9%, Entergy New' Orleans-I1.5%, and System Energy-18.9%/o). The assumed
discount rate and rate of increase in future compensation used in determining the APBO were 7.25% for 1997,
7.75% for 1996, and 7.5% for 1995, and 4.6% for 1997, 1996, and 1995, respectively. The expected long-term rate
of return on plan assets was 9.0% for 1997 and 1996, and 8.5% for 1995.
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NOTE 12. RESTRUCTURING CHARGES (Entergy London)

In 1995 and 1996, London Electricity implemented a restructuring program to reduce the number of
employees in the Network Services, Customer Services, Corporate and Information Technology groups. An initial
plan was approved by the Board of Directors in Sptember 1994 and was based on a business plan developed
subsequent to the 1994 Regulatory Review of Distribution (the Distribution Review).

Following the reopening of the Distribution Review during 1995, a further plan was proposed leading to
further reduction of employees in the same areas. This plan was approved by the Board of Directors in May 1996.
The balance as of December 31, 1997, for restructuring charges is shown below along with the actual termination
benefits paid under the restructuring plan for the year ended December 31, 1997 (in millions).

Provision for restructuring as of January 31, 1997 (dateof acquisition) $ 41.7
Adjustments to restructuring provision in 1997 13.3
Payn-ts rade in 1997 (29.7)
Cunmlative translation adjustment 1.0

BalanceDecentr 31, 1997 $ 26.3

The restructuring charges shown'above primarily included employee severance costs related to the expected
termination of approximately 1,372 employees in various groups. As of December 31, 1997, 895 employees had
either been terminated or accepted voluntary separation packages under the restructuring plan.

NOTE 13. ACQUISITIONS (Entergy Corporation and Entergy London)

On December 18, 1996, Entergy Corporation, through its wholly-owned subsidiary Entergy London, made a
formal cash offer to acquire London Electricity for $2.1 billion. London Electricity is a regional electric company
serving approximately two million customers in the metropolitan area of London, England. The offer was approved
by authorities in: the UK, and, as of February 7, 1997, the offer was made unconditional. Entergy Corporation,
through Entergy London, now controls 100% of the common shares of London Electricity. Entergy has included the
results of operations of London Electricity in its results of operations beginning February 1, 1997, based on
management's determination that effective control was achieved on that date. The acquisition was financed by
Entergy London with Si .7 billion of debt, which is non-recourse to Entergy Corporation, and $392 million of equity
provided by Entergy Corporation from available cash and borrowings under Entergy Corporation's $300 million line
of credit. The debt has since been refinanced (see Note 7).

The cost of the London Electricity license is being amortized on a straight-line basis over a 40-year period
beginning February 1, 1997. As of December 31, 1997, the unamortized balance of the license was approximately
$1.3 billion.

In accordance with the purchase method of accounting, the results of operations for Entergy Corporation
reported in its Statements of Consolidated Income and Cash Flows do not reflect London Electricity's results of
operations for any period prior to February 1, 1997. The pro forma combined revenues, net income, and earnings per
common share of Entergy Corporation presented below give effect to the acquisition as if it had occurred on
January 1, 1997 and 1996, respectively. This pro forma information is not necessarily indicative of the results of
operations that would have occurred had the acquisition been consummated for the period for which it is being given
effect.
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For the Twelve Months Ending:
* December 31, 1997(a) December 31, 1996(b)

(In Millions of U.S; Dollars, Except Share Data)

Operating revenues $ 9,783 $ 9,288
Net income $ 304 $ 488
Earnings per average common share

Basic and diluted $ 1.04 $ 1.82

(a) On July 31, 1997, the British government enacted into law a one-time windfall profits tax on privatized
industries, including regional electric utilities such as London Electricity. London Electricity's liability for this
tax is approximately BPS140 million (approximately $234 million), which will not be deductible for UK
corporation tax purposes. Payment of the tax is required in two equal installments, the first was paid on
December 1, 1997,. and the second of which is due one year later. The government also decreased the
corporate income tax'rate in the UK from 33% to 31%, effective as of April 1, 1997. In accordance with
SFAS 109, "Accounting for Income Taxes," this -reduction in UK corporate tax rates resulted in a one-time
reduction in income tax expense for London Electricity of approximately $65 million during the quarter ended
September 30, 1997.

(b) Net Income in 1996 includes the $174 million net of tax write-off of River Bend rate deferrals pursuant to
SFAS 121.

NOTE 14. TRANSACTIONS WITH AFFILIATES (Entergy Arkansas, Entergy Gulf States, Entergy
Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy, and Entergy London)

The various domestic utility companies purchase electricity from and/or sell electricity to other domestic
utility companies, System Energy, and Entergy Power (in the case of Entergy Arkansas) under rate schedules filed
with FERC. In addition, the domestic utility companies and System Energy purchase fuel from System Fuels;
receive management, technical, advisory, operating, and administrative services from Entergy Services; and receive
management, technical, and: operating services from Entergy Operations. Entergy London receives technical,
advisory, and administrative services from Entergy Services and Entergy Enterprises.

As described in Note 1, all of System Energy's operating revenues consist of billings to Entergy Arkansas,
Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans.

The tables below contain the various affiliate transactions among the domestic utility companies and System
Entergy (in millions).

Intercompany Revenues

Entergy Entergy Entergy Entergy Entergy System
Arkansas Gulf States Louisiana Mississippi New Orleans Enerey

; 1997 $229.7 $ 14.6 $ 2.0 $ 84.9 $ 10.8 $ 633.7
1996 $282.7 $ 21.2 : $5.6 $ 65.9 $ 2.6 $ 623.6

.1995 $195.5 $ 62.7 : $ 1.6 $ 43.3 $ 3.2 $ 605.6

~.r.-
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- Intercompany OP

Entergy Entergy
Gulf States ' Louisiana

eratine Expenses

Entergy
Arkansas(l)

$ 335.0
S 346.7
S 316.0

Entergy
Mississippi

$ 316.1
$ 294.6
$ 262.6

Entergy
New Orleans

$ 177.1
.$ 185.9
$ 164.4

System Entergy
Energy London

1997
1996
1995

'$ 416.4
'$ 395.7
$ 266.5

S 326.7
S 331.3
S 335.5

S 36.5
S. 8.6
$ 6.5

$ 5.3

(1) Includes $16.5 million in 1997, $38.8 million in 1996, and $31.0 million in 1995 for power purchased from
Entergy Power.

Operatin? Expenses Paid or Reimbursed to Enterev Operations

Entergy Entergy Entergy
Arkansas Gulf States Louisiana

System
Enerev

$ 64.7
S 98.1
$ 116.9

1997
1996
1995

S 162.1
$ 163.3
$ 189.8

S 135.7
S 133.7
$ 129.1

$ 133.3
$ 97.7
$ 122.6

In addition, certain materials and services required for fabrication of nuclear fuel are acquired and financed
by System Fuels and then sold to System Energy as needed. Charges for these materials and services, which
represent additions to nuclear fuel, amounted to approximately $16.5 million in 1997,$44.7 million in 1996, and
$51.5 million in 1995.

NOTE 15. BUSINESS SEGMENT INFORMATION (Entergy New Orleans and Entergy London)

Entergy New Orleans supplies electric and natural gas services in the City. Entergy New Orleans' segment
information follows:

1997
Electric Gas

1996
Electric ' Gas

(In Thousands)

1995
Electric Gas

Operating revenues
Revenue from sales to
unaffiliated customers (1)
Operating income '
before income taxes

Net utility plant
Depreciation expense
Construction expenditures

'$410,131 $ 94,691 '$403,254 S101,023 $390,002 $80,276

399,789 '94,691.. 400,605 101,023 386,785 80,276

38,752
212,648

17,157
14,988

3,539
*62,144

3,638
1,149

51,937
214,106' '

16,525
23,411

5,641
63,865

3,342
4,545

61,092
204,407

15,858
21,729

9,638
65,236
3,290
6,107

(1) Entergy New Orleans' intzrsegrnent transactions are not material (less than 1% of sales to unaffiliated
customers).
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Entergy London is engaged in to electric industry segments: distribution, which involves the transfer and
delivery of elcctricity across its nctwork to its customers. and supply. which involves bulk purchases of electricity
from the Electricitv Pool for deliverv to the distribution networks. Other consists principally of Entergy London's
investment in private distribution networks, electricity contracting services. and investments in generating assets.
Information about Entergy London's operations in these individual segments for the year ended December 31, 1997
is as follows (in thousands).

Distribution Supply Other Eliminations Consolidated

Operating revenues
Operating income
Depreciation and amortization
Total assets emploved at period end
Capital expenditures

S 498,801
140,713
111,028

3,628,954
143,936

S 1,689,034
15,095
7,219

537,973
16,069

S 102,550
37,082

3,118
236,698
21,160

S (443,343) $ 1,847,042
(6,080) 186,810

- 121,365
- 4,403,625
- 181,165

NOTE 16. QUARTERLY FINANCIAL DATA (UNAUDITED) (Entergy Corporation, Entergy Arkansas,
Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy, and
Entergy London)

The business of the domestic utility companies, System Energy, and Entergy London is subject to seasonal
fluctuations ith the peak periods occurring during the third quarter for the domestic utility companies and System
Energy and occurring during the first quarter for Entergy London. Operating results for the four quarters of 1997
and 1996 *ere:

Operatine Revenue

Enterey
Entergy Entergy Entergy Entergy Entergy

Arkansas Gulf States Louisiana Mississippi New Orleans
(In Thousands)

System Entergy
Enerev London

1997:
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

1996:
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

S 2,045,753
2,178,090
2,797,587
2,540,291

S 1,598.992
1,853,677
2,148,332
1,576,656

S 374,731
423,619
545,849
371,515

S 383,081
467,990
529,276
363,086

S 481,328
476,421
599,974
590,106

S 456,631
525,567
592,130
444,853

S 433,983
412,263
554,486
402,540

S 417,767
457,847
549,295
403,958

S 200,328
212,892
294,983
229,192

S 203,902
247,479
297,118
209,931

S 124,956
109,803
139,940
130,123

S 127,280
127,829
150,937
98,231

S 155,662
161,021
160,573
156,442

S 156,424
160,369
154,467
152,360

S 379,519
450,405
443,975
573,143

N/A
N/A
N/A
N/A

Overatinz Income (Loss)
Entergy Entergy Entergy Entergy Entergy System

Enterev Arkansas Gulf States Louisiana Mississippi New Orleans Enerev
(In Thousands)

1997:
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

1996:
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

S 372,218
433,887
672,617
378,436

S 342.403
501,169
609.763
239,517

S 30,890
80,873

148,688
6,424

S 41,955
105,237
131,319
31,639

S 93,014
75,643

158,365
203,524

S 77,058
118,420
152,022
64,398

S 77,880
87,911

147,976.
53,813

S 95,166
119,736
155,755
65,789

S 22,694
40,395
52,832
20,827

S 30,470
57,283
54,696
22,147

S 8,755
9,400

18,096
6,040

S 15,7;2
19.608
28,319
(6,101)

S 74,316
73,568
72,813
72,496

S 82,938
82,894
75,270
75,937

Entergy
London

S 37,135
47,704
58,673
43,298

N/A
N/A
N/A
N/A
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Net Income (Loss)
Entergy

Entcerv Arkansas
Entcrgy Entcrgy Entergy

Guif States Louisiana MNississinpi
(In Thousands)

Entergy System
New Orleans Encrv

1997:
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

1996:
First Quarter
Second Quarter
Third Quarter
Fourth Quarter

S 126,485
158,579
93,321

(77,486)

S (68,990)
206,701
299,166

53,686

S 9,848
38,085
78,251

1,793

S 19.268
55,712
70,791
12,027

S 32,535
27,028
70,740

(70,327)

S (152,257)
47,140
90,965
10,265

S 26,172
32,607
70,681
12.297

S 40,530
55,385
77.302
17,545

S 8,352
19,399
27,335
11,575

S 12.924
29.81 8
28,205

8.264

S 2.818
3.038
8,590
1,(05

S 8.035
10.360
15,221
(6,840)

S 24,345 '
24,093
24,449
29,408

S 23,530
23.382
24,749
27,007

Entcry
London

S 15,639
9,320

(172,268)
(26)

N/A
N/A
N/A
IN/A

Earnings (Loss) per Average Comrnon Share (Entergy Corporation)

1997
Basic Diluted

First Quarter S 0.47 S 0.47
Second Quarter S 0.61 $ 0.61

ird Quarter S 0.33 S 0.33
Fourth Quarter $ (0.36) S (0.36)

1996
Basic

S (0.38)
S 0.83
$ 1.22
$ 0.16

Diluted

S (0.38)
S 0.83
$ 1.22
$ 0.16
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Board of Dircctors and Shareholders of London Electricity plc 

We have audited the accompanying consolidated balance sheet of London Electricity plc as of March 3 1.
1996 and the related consolidated statements of operations. cash flows and changes in shareholders' equity for the
period from April 1, 1996 to January 31, 1997, and the year ended March 31, 1996. These financial statements are
the responsibility of the Company's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a 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 evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of London Electricity plc as of March 31, 1996 and the results of its operations and its cash
flows for the period from April 1, 1996 to January 31, 1997 and the year ended March 31, 1996 in conformity with
generally accepted accounting principles.

COOPERS & LYBRAND L.L.P.

New Orleans, Louisiana
July 31, 1997
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LONDON ELECTRICITY PLC

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

Results of Operations - Predecessor Company

The following discussion of results of operations for London Electricity relates to periods prior to its
acquisition by Entergy London. Such periods do not include acquisition adjustments described under "Accounting
for the Acquisition"in "ENTERGY LONDON INVESTMENTS plc AND SUBSIDIARY - MANAGENIENT'S
DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS."
This analysis is included based on London Electricity constituting a predecessor of Entergy London. Entergy
London's results of operations do not include results for London Electricity prior to February 1, 1997.

National Grid Group Transactions

During the fiscal year ended March 31, 1996, London Electricity, as well as each of the other 11 REC
businesses in the UK, reorganized their interests in the National Grid Group (NGG). London Electricity distributed
the majority of its shares in NGG to its shareholders. As part of this distribution, London Electricity revalued these
shares to fair market value and recognized a gain of approximately $417 million and received special dividends of
S205 million and rights dividends of S4.7 million from NGG which were also recognized as income. Additionally,
London Electricity received approximately $109.8 million as a result of NGG's sale of its pumped storage business
which was also recognized as a gain in fiscal year 1996. London Electricity has retained shares of NGG for the
purpose of establishing an employee stock ownership plan ("ESOP") for its employees who were participants in
London Electricity stock option and sharesave plans to compensate them for any dimunition in value in London
Electricity shares as a result of NGG distributions. The cost of such ESOP shares has been reflected as expense of
S27.1 million in the fiscal year 1996 results of operations. As a result of all of the above, London Electricity
recognized a total nonrecurring gain of S709 million ($573 million after tax effect) in the fiscal y ear ended March 31,
1996 results of operations. As part of the agreement among the shareholders of NGG, each of the RECs agreed to
provide a discount to each of their respective Franchise Supply Customers which, together smith the associated
reduction in the Fossil Fuel Lvy (a reimbursement to non-fossil fuel generators for the extra cost of such
generation), produced a credit on each Franchise Supply Customer's bill of just over $78. The cost to London
Electricity of providing this discount amounted to $130 million (net of the reduction in the Fossil Fuel Levy of S13
million) which was credited to customers in the last quarter of the fiscal year ended March 31, 1996. The effect of
the refund was to reduce operating revenues, cost of sales, gross profit, and net income by S143 million, $13 million,
$130 million, and $88 million, respectively. The net dividends received from NGG and the net after tax proceeds
from the sale of NGG's pumped storage business were sufficient to offset the after tax cash cost of providing the $78
per customer discount to its Franchise Supply Customers and taxation cost of distributing its NGG investment to its
shareholders.

Income from Operations

Income from operations was S169 million for the ten-month period from April 1, 1996 to January 31, 1997,
an increase of $10 million from the fiscal year which ended March 31, 1996. The increase was due principally to
lower selling, general and administrative expenses and lower other operation and maintenance costs in the latter
period due to there being only ten months in that period. Revenues were lower by S95 million (including the impact
of the NGG refund) in the period from April 1, 1996 to January 31, 1997, when compared to the revenues in fiscal
vear 1996 of S,860 million. Largely offsetting this decrease was a S92 million decrease in cost of sales from the
$1,307 million incurred in fiscal year 1996. Both decreases were principally due to the shorter time period from
April , 1996 to January 31, 1997.
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LONDON ELECTRICITYI PLC

MlANAGENIENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

17; AND RESULTS OF-OPERATIONS

Income (loss) from operations by segments for the ten-month period ended January 31, 1997. was $159
million. $(1) million. and SI I million for the distribution. supply. and other segments. respectively. Income (loss)
from those segments in fiscal year 1996 was $247 million. $(I 10) million. and $22 million, respectively.

The decrease in distribution operating income of S88 million was principally due to: (i) reductions in
distribution revenue from an 11% allowed distribution revenues reduction announced by the Regulator effective at the
beginning of fiscal year 1997 and a decrease of 15% in distribution sales volume due to the shorter time period and
(ii) an increase in distribution operating expenses due to restructuring charges during the ten-month period ended
Januarv 31. 1997.

The reduction in supply operating loss of S109 million was principally due to the $130 million customer
refund (net of the Fossil Fuel Levy reduction) in 1996 from the NGG transactions. Such increase was partially offset
by a 5% decrease in number of electricity units supplied.

Net Income

Net income decreased bv $48 million, from $146 million in fiscal year 1996 (excluding the after tax effect of
NGG transactions of $573 million) to $98 million in the ten-month period ended January 31, 1997. This decrease
wvas primarily due to the reduction in distribution operating revenues due to the factors discussed below in
"Revenues."

Revenues

Operating revenues, excluding the impact of the NGG refund, decreased by $238 million (12%) from S2,003
million in fiscal year 1996 to $1 ,765 million in the ten-month period ended January 31, 1997, as follows:

Operating Revenues
Increase (Decrease)

from Fiscal Year
1996 to the ten-month Period

ended January 31, 1997
(In millions)

Electricity distribution $ (124)
Electricity supply (199)
Other 14
Intra-business 71

Total operating revenues S (238)

The factors affecting distribution revenues are the same as those described in "ENTERGY LONDON
INVESTMENTS plc AND SUBSIDIARY - MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS" comparing the year ended December 31.
1997 Xvith the ten-month period ended January 31, 1997 above.
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LONDON ELECTRICITY PLC

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

Revenues from the distribution business decreased by S124 million (22%) from S559 million for fiscal ear
1996 to $435 million for the ten-month period ended January 31, 1997. principally due to to additional months of
operation in the earlier time period. An additional factor contributing to the decrease was a reduction in the
maximum allowable average price of units distributed as a result of the application of the revised Distribution Price
Control Formula.

Two principal factors determine the amount of revenues produced by the supply business: the unit price of
electricity supplied (which, in the case of franchise supply customers, is controlled by the Supply Price Control
Formula) and the number of electricity units supplied. London Electricity is expected to have the exclusive right to
supply all franchise supply customers in its Franchise Area until at least April 1, 1998.

Franchise supply customers, who are generally residential and small commercial customers, comprised 54%
of total sales volume in the ten-month period ended January 31, 1997. The volume of unit sales of electricity for
franchise supply customers is influenced largely bv the number of customers in London Electricity's Franchise Area,
veather conditions and prevailing economic conditions. Unit sales to non-franchise supply customers, who are

typicallv large commercial and industrial businesses, constituted 46% of total sales volume during the ten-month
period ended January 31, 1997. Volume in this segment is determined primarily by the success of the supply
business in contracting to supply customers ith electricity who are located both inside and outside London
Electricitv's Franchise Area.

During the ten-month period. ended January 31, 1997, the number of electricity units supplied decreased by
5% while total revenues produced by the supply business decreased by S199 million (11%), to S1,663 million from
$1,862 million (excluding the impact of the NGG refund of S143 million) for fiscal year 1996. Units supplied to
franchise supply customers decreased by 16%, while units supplied to non-franchise supply customers increased by
12%.

Other revenues for the ten-month period ended January 31, 1997 totaled S107 million, an increase of $14
million over fiscal year 1996. Such increase was primarily a result of increased electrical contracting services to the
distribution segment by London Electricity Contracting Limited ("LEC"), the revenues for which were eliminated in
intra-business eliminations. Intra-business eliminations decreased slightly from fiscal year 1996 to the ten-month
period ended January 31, 1997, notwithstanding the LEC increase due principally to the reductions (due to a shorter
time period) in electricity distribution revenues (the majority of which are charged to the supply segment) as
discussed above.

Cost of Sales

Cost of sales decreased by $105 million (8%) from S1,320 million (excluding the NGG-related Fossil Fuel
Levy reduction of$13 million) in fiscal year 1996 to $1,215 million in the ten-month period ended January 31, 1997.
This decrease was principally due to two additional months results of operations in the earlier period.

Expenses

Operating expenses decreased by S13 million (3%) from $394 million in fiscal year 1996 to $381 million for
the ten-month period ended January 31, 1997. This decrease was primarily due to lower selling, general and
administrative expenses and other operation and maintenance costs, partially offset by one-time restructuring charges
of $19 million in the later period.
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LONDON ELECTRICITY PLC

NlANAGENJENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

AND RESULTS OF OPERATIONS

Other

Other Income (Expense)

Other income (expense) decreased by $733 million from $740 million in fiscal year 1996 to $7 million in the
ten-month period ended January 31, 1997. This decrease was primarily attributable to other income of $709 million
from the NGG transaction in fiscal year 1996. See "National Grid Group Transactions" above.

Interest Expense. Net

Interest expense, net increased by $19 million from $8 million in fiscal year 1996 to S27 million in the ten-
month period ended January 31, 1997, principally as a result of the financing costs associated with the 8-5/8%,
BPS 100 million Eurobond issue in October 1995 which was outstanding for five months of fiscal year 1996 and the
entire period from April 1, 1996 through January 31, 1997.

Income Taxes

Entergy London's effective income tax rate of 19% in fiscal year 1996 increased to 34% for the ten-month
period ended January 31, 1997. This increase was due principally to book/tax differences from the NGG transaction
in fiscal year 1996.
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LONDON ELECTRICITY PLC
CONSOLIDATED STATEMENTS OF OPERATIONS

for the period from April , 1996 to January 31, 1997 and the year ended March 31, 1996
(in thousands)

Period from
April 1, 1996 to

January 31. 1997
Year Ended

March 31, 1996

Operating revenues
Cost of sales
Gross profit
Depreciation and amortization
Property taxes
Restructuring charges
Selling, general and administrative
Other operation and maintenance costs

Income from operations
Other income:

National Grid Transaction
Gain on revaluation of National Grid investment
Gain on sale of pumped storage business
Special dividends
Contribution to Employee Stock Ownership Plan

Dividend income
Equity in earnings (loss) of affiliate
Other, net

Total other income
Interest expense, net

Income before income taxes
Income taxes

Net income

S 1,765,605
1,215,455

550,150
62,165
30,687
18,507

211,961
58.052

168,778

6,011
3,796

(2.531
7,276

27,049
149,005

0,776
S. 98.229

S 1,859,938
1.306.827

553,111
66,085
31,790

229,889
-- 66 242

159,105

416,869
109,777
205,146
(27,092)
38,337
(3,445)

157
740,249

7.673
891,681

_ 172.260
S 719-421

See Notes to Financial Statements.
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LONDON ELECTRICITY PLC
CONSOLIDATED STATEMENTS OF CASH FLOWS

for tc period from April 1, 1996 to January 31, 1997 and the year ended March 31, 1996
(in thousands)

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by

operating activities:
Depreciation and amortization
Deferred income taxes
Gain on revaluation of National Grid investment
Change in assets and liabilities:

Inventory
Accounts receivable and unbilled revenue
Income tax receivable
Other receivables
Prepayments and other
Long-term receivables and other
Accounts payable
Income taxes payable
Deferred revenue and other current liabilities
Other long-term liabilities

Net cash provided by operating activities

Cash flows from investing activities:
Capital expenditures
Proceeds from sale of fixed assets
Receipt of consumer contributions
Purchase of investments
Sales of investments

Net cash used in investing activities

Cash flows from financing activities:
Proceeds from bond issue
Proceeds from issuance of common stock
Net proceeds from available lines of credit
Dividends paid
Repurchase of common stock

Net cash used in financing activities

Effect of exchange rates on cash and cash equivalents
Increase (decrease) in cash and cash equivalents
Beginning of period cash and cash equivalents
End of period cash and cash equivalents

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for interest
Cash paid for income taxes

Period from
April 1, 1996 to

.Januarv 31, 1997

$ 98,229

62,165
22,778

(3,164)
(21,354)
182,065

4,904
3,164

(9,491)
41,127

(200,098)
(17,242)

(2,215)
60.868

Year Ended
March31. 19

$ 719,421

66,085
27,248

(416,869

(4,855
(24,743

(124,184
(50,738

(6,890
(27,248

8,456
117,450
23,647
(7.673

299,107

(182,856)
791

26,574
(6,169)

(110282
(151.378)

316
1,740

103,669
(108,215)

-(2,490)

8.880
15,880
19851

$J35.731

S 44,290
$ 267,324

(173,201
1,879

23,334
(37,114
57,785

(127,317

155,191
15,033
57,785

(397,717
(1.253

(170.961

(11.301
(10,472
30.323

$_ 19..851

$ 19,418
$ 120,582

See Notes to Financial Statements.
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I

LONDON ELECTRICITY PLC
CONSOLIDATED BALANCE SHEET

March 31, 1996
(in thousands, except share and per share amounts)

ASSETS
Current assets:

Cash and cash equivalents
Accounts receivable:

Customer receivable net of reserve of S 13.3 million
Unbilled revenue

Deferred income tax asset
Income tax receivable
Other receivables
Prepayments and other
Inventory
Investments

Total current assets
Property, plant and equipment, net of accumulated depreciation of S710.5 million
Construction work in progress
Goodwill, net of accumulated amortization of $3.4 million
Investments, long-term
Long-term receivables
Prepaid pension asset
Total assets

5 19,851

173,315
117,884
24,127

191,028
82,304
12,369
11,300
25,501

657.679
1,070,885

125,672
63,065
16,186
15,270

111.624
S 2.060.381

See Notes to Financial Statements.
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LONDON ELECTRICITY PLC
CONSOLIDATED BALANCE SHEET

March 31, 1996
(in thousands, except share and per share amounts)

LIABILITIES AND SHAREHOLDERS' EQUITY
Current liabilities:

Notes payable
Accounts payable
Income taxes payable
Deferred revenue
Other liabilities

Total current liabilities
Long-term debt
Deferred income tax liability
Other

Total liabilities

S 146,745
179,423
236,838

30,693
74.058

667,757
301,888
317,769
89.634

1.377.048

Commitments and Contingencies

Shareholders' equity:
Common stock, BPS .583 par value per share, 257,142,857 shares authorized,

174,290,836 shares issued and outstanding
Additional paid-in capital
Retained earnings
Cumulative translation adjustment

Total shareholders' equity
Total liabilities and shareholders' equity

203,153
14,960

499,536
(34,316)

683.333
$ 2060.381

See Notes to Financial Statements.
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LONDON ELECTRICITY PLC
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

for the period from April 1, 1996 to January 31, 1997 and the year ended March 31, 1996
(in thousands, except share amounts)

Additional
Common Stock

Shares Amount
197,695,699 S 198,612

4,956,992 4,541

Paid-In
Capital

S 4.468
10,492

Retained
Earnings

S 722,724Balance, March 31, 1995
Common stock issued
Reduction in shares from

reverse stock split
Treasury shares acquired
Revaluation of National Grid

investment
Realized gain on distribution

of National Grid investment
Net income
Dividends declared:

Cash dividends
National Grid Distribution

Cumulative translation
adjustment

Balance, March 31, 1996
Common stock issued
Net income
Dividends declared
Cumulative translation

adjustment
Balance, January 31, 1997

Cumulative
Translation Shareholders'
Adjustment Equity
$ 30,719 S 956,523

- 15,033

- (1,253)
(27,522,282)

(839,573) - (1,253)

- 274,254

- 719,421

- (402,686)
- (538,670)

- (274,254)
- 719,421

- (402,686)
- (538,670)

174,290,836
390,712

174.681.548

203,153 14,960 499,536
158 - 1,582
- - 98,229
- - (113,833)-

(65.035) (65.035)
(34,316) 683,333'

- 1,740

- 98,229
- (113,833)

$203.311 $14.960 S 485.514
32.178

5 (2.1 38)
32.178

S 701.647

See Notes to Financial Statements.
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LONDON ELECTRICITY PLC

SELECTED FINANCIAL DATA - FOUR-YEAR COMPARISON

Period from
April , 1996 to

Januarv 31, 1997
Year Ended March 31,

1996 1995 1994 (1)
(In Thousands)

Operating revenues
Net income
Total assets
Long-term obligations (2)

S 1,765,605
S 98,229

N/A
N/A

S 1,859,938
$ 719,421
5 2,060,381
S 301,888

$1,898,976
$ 189,269
S2,007,417
S 159,879

$ 1,970,830
$ 213,795
S 1,813,448
S 281,960

(1) Amounts as of and for the year ended March 31, 1994 are derived from financial statements prepared in
accordance with UK generally accepted accounting principles (GAAP). The principal differences between
US GAAP and UK GAAP financial statements relate to the treatment of goodwill, pension costs, deferred
income taxes, timing of recognition of restructuring accruals, and timing of recognition of dividends.

(2) Includes long-term debt (excluding currently maturing debt).
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LONDON ELECTRICITY PLC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. DESCRIPTION OF BUSINESS:

London Electricity plc ("London Electricity") is one of the twelve regional electricity companies ("RECs") in
England and Wales licensed to supply, distribute, and. to a limited extent. generate electricity. The RECs were
created as a result of the privatization of the United Kingdom ("UK") electric industry in 1990 after the state-owned
low voltage distribution networks were allocated to the then existing twelve regional boards. London Electricity's
main business, the distribution and supply of electricity to customers in London, England, is regulated under the
terms of London Electricity's PES license by the Office of Electricity Regulation (the "Regulator").

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Basis of Presentation

In accordance with SFAS 52, "Foreign Currency Translation", all assets and liabilities of London Electricity
are translated into U.S. dollars at the exchange rate in effect at the end of the period, and revenues and expenses are
translated at average exchange rates prevailing during the period. The resulting translation adjustments are reflected
in a separate component of shareholders' equity. Current exchange rates are used for U.S. dollar disclosure of future
obligations. No representation is made that the foreign currency denominated amounts have been, could have been or
could be converted into U.S. dollars at the rates indicated or at any other rates.

The financial statements of London Electricity are presented in conformity waith accounting principles
generally accepted in the United States ("US GAAP"). The consolidated financial statements include the accounts of
London Electricity and its wholly-owned and majority-owned subsidiaries and have been prepared from records
maintained by London Electricity in the UK. All significant intercompany accounts and transactions have been
eliminated in consolidation. London Electricity is not subject to rate regulation, but rather, is subject to price cap
regulation and, therefore, the provisions of Statement of Financial Accounting Standards No. 71, "Accounting for the
Effects of Certain Types of Regulation" ("SFAS 71") do not apply.

London Electricity was acquired by Entergy London Investments pc, formerly Entergy Power UK plc,
effective February 1, 1997. The financial statements include the results of operations of London Electricity through
the date of acquisition.

Use of Estimates in the Preparation of Financial Statements

The preparation of London Electricity's financial statements, in conformity ith generally accepted
accounting principles, requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities and the reported amounts of revenues and
expenses during the reporting period. Adjustments to the reported amounts of assets and liabilities may be necessary
in the future to the extent that future estimates or actual results are different from the estimates used in the financial
statements.

Revenue Reco2nition

London Electricity distributes electricity to commercial, residential and industrial customers within the
London area. London Electricity records revenue net of value added tax ("VAT") and accrues revenue for services
provided but unbilled at the end of each reporting period. London Electricity purchases power primarily from the
wholesale trading market for electricity in England and Wales (the "Pool"). The Pool monitors supply and demand
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between generators and suppliers. sets prices for generation and provides centralized settlement of amounts due
between generators and suppliers.

Cash and Cash Equivalents

London Electricity considers all short-term investments with an original maturity of three months or less to
be cash and cash equivalents.

Property, Plant and Equipment

Property, plant and equipment is stated at original cost and includes materials, labor and appropriate
overhead costs. London Electricity is entitled, under certain conditions, to collect cash contributions from consumers
to fund improvements to London Electricity's distribution networks. These consumer contributions are credited
against the historical cost of the asset.

Depreciation is computed by the straight-line method at rates based on the estimated service lives of each of
the various classes of property. Consumer contributions are amortized into income at a rate of 2.5%. Depreciation
rates on average depreciable property are shown below:

Distribution network assets 2.5%
Buildings 1.7%
Vehicles and mobile plant 10%-20%
Furniture and equipment, including computer hardware and softhare 20%-33%

Income Taxes

London Electricity accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109, "Accounting for Income Taxes" ("SFAS 109"). This standard requires that deferred income
taxes be recorded for all temporary differences between the financial statement basis and tax basis of assets and
liabilities and loss carryfonvards, and that deferred tax balances be based on enacted tax laws at rates that are
expected to be in effect when the temporary differences reverse.

Goodwill

Goodwill represents the excess of cost over the fair value of net assets acquired and is being amortized over
forty years using the straight-line method.

Financial Instruments

London Electricity enters into interest rate swaps as a part of its overall risk management strategy and does
not hold or issue material amounts of derivative financial instruments for trading purposes. London Electricity
accounts for its interest rate swaps in accordance with the concepts established in Statement of Financial Accounting
Standards No. 80, "Accounting for Futures Contracts" ("SFAS 80") and various Emerging Issue Task Force
pronouncements. If the interest rate swaps were to be sold or terminated, any gain or loss would be deferred and
amortized over the remaining life of the debt instniment being hedged by the interest rate swap. If the debt
instrument being hedged by the interest rate swaps were to be extinguished, any gain or loss attributable to the sap
would be recognized in the period of the transaction.

London Electricity considers the carrying amounts of financial instruments classified as current assets and
liabilities to be a reasonable estimate of their fair value because of the short maturity of these instruments.
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Price Control

Charges for distribution of electricity and supply to customers with a maximum demand under MMkW are
subject to a price control formula set out in London Electricity's PES license hich allows a maximum charge per
unit of electricitV.

Differences in the charges. or in the purchase cost of electricity. can result in the under or overrecover of
revenues in a particular year.

Where there is an overrccovery of supply of distribution business revenues against the regulated maximum
allowable amount, revenues are deferred in an amount equivalent to the overrecovered amount. The deferred amount
is deducted from operating revenues and included in other liabilities. Where there is an underrecovery, no
anticipation of any potential future recovery is made.

London Electricity enters into contracts for differences ("CFDs") primarily to hedge its supply business
against the price risk of electricity purchases from the Pool. Use of these CFDs is carried out within the framework
of London Electricity's purchasing strategy and hedging guidelines. Risk of loss is monitored through establishment
of approved counterparties and maximum counterparty limits and minimum credit ratings. London Electricity
recognizes gains (losses) on CFDs when settlement is made. Gains (losses) on CFDs are recognized as a decrease
(increase) to cost of sales based upon the difference between fixed prices in the CFD compared to variable prices
paid to the Pool for the period. Gains (losses) based upon the difference between fixed prices in the CFD compared
to variable prices paid to the Pool for future electricity purchases are not recognized until the period of such
settlements.

Pursuant to Statement of Financial Accounting Standards No. 121, "Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to Be Disposed of' ("SFAS 121") London Electricity periodically reviews
its long-lived assets whenever events or changes in circumstances indicate that recoverability of these assets is
uncertain. Generally, the determination of recoverability is based on the undiscounted net cash flows expected to
result from such assets. Projected undiscounted net cash flows depend on the future operating costs associated with
the assets and future market prices over the remaining life of the assets. Based on current estimates of future
undiscounted cash flows as prescribed under SFAS 121, management anticipates that future revenues from such
assets svill fully recover all related costs.

NOTE 3. REGULATORY MATTERS:

The distribution business cf London Electricity is regulated under its PES license, pursuant to which revenue
of the distribution business is controlled by the Distribution Price Control Formula (DPCF). The DPCF determines
the maximum average price per unit of electricity (expressed in kilowatt hours, a "unit") that a REC may charge.
The elements used in the DPCF are established for a five-year period and are subject to review by the Regtilator at
the end of each five-year period and at other times at the discretion of the Regulator. At each review the Regulator
can adjust the value of certain elements in the DPCF. Following a review by the Regulator in August 1994, a 14%
price reduction was set for London Electricity, effective April 1, 1995. In July 1995, a further review of distribution
prices was concluded by the Regulator for fiscal years 1997 to 2000. As a result of this further review, London
Electricity's distribution prices were reduced an additional 11%, effective April 1, 1996, 3% effective April 1, 1997
and will be reduced by a further 3%O on both April 1, 1998 and 1999.

The supply business of London Electricity is also regulated by the Regulator and prices are established based
upon the Supply Price Control Formula which is similar to the DPCF: however, it allows full pass through for all
properly incurred costs and is set for a four-year period by the Regulator.

The non-franchise supply market, which typically includes larger commercial and industrial customers was
opened to competition for all customers with usage above INM upon privatization of the industry in 1990. The non-
franchise supply markets of 100 kW or more were opened to full competition starting in April 1994.
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I~~~~~~~~~~~~~~ 

Currentlk London Electricitv. under its PES license, has the exclusive right to supply residential and small
industrial and commercial customers within its franchise area. It is anticipated that the supply market will be fullv
competitive over a six month'priod starting in April 1998.

NOTE 4. INVESTMENTS:

London Electricitv accounts for investments whose fair market value is rcadily determinable in accordance
with Statement of Financial Accounting Standards No. 115, "Accounting for Investments for Certain Debt and
Equity Securities" ("SFAS 15"). These securities arc considered available-for-sale securities under SFAS 15 and
their fair values approximate cost. Other securities whose fair market values are not readily determinable and in
which London Electricitv does not have a significant interest are recorded at cost.

Investments in companies in which London Electricity's onership interests range from 20% to 50% and
investments in which London Electricity's ownership is less than 20% but over which London Electricity exercises
significant influence over operating and financial policies are accounted for using the equity method. The follow ing
are London Electricity's equity method investments as of March 31, 1996:

Investment Percentage Ownership

London Total Gas Ltd
Combined Power Systems Ltd

Thames Valley Power Ltd
London Total Energy Ltd
Barking Power Ltd

50%
32% combined ownership in
common and preferred shares

50%
50%

13.5%

NOTE 5. PROPERTY, PLANT AND EQUIPMENT:

Property, plant and equipment, at cost, consists of the following (in thousands):

March 31, 1996

Distribution network assets
Land and buildings
Vehicles and mobile plant
Furniture, fixtures and equipment, including computer hardware and software
Consumer contributions to construction

Less accumulated depreciation and amortization

$ 1,769,946
117,579
24,279

181,407
(311.813)

1,781,398
(710.513)

S 1.070,885
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NOTE 6. INCOME TAXES:

London Electricitv's income tax expense for the period from April 1, 1996 to January 31. 1997. and the year
ended March 3 . )6. consists of the following (in thousands):

Period from
April 1, 1996 to Year ended

.Januarv 31, 1997 March 31, 1996

Current
Deferred
Current taxes on National Grid transactions:

Tax on special dividend
Tax on distribution in kind
Tax on ESOP contribution
Tax reduction related to customer discount

Total

5 27,998
22,778

$ 50,776

S 64,206
27,248

35,705
93,490
(5,637)

(42.752)
S 172.260

London Electricity's total income taxes differ from the amounts computed by applying the statutory income
tax rate to income before taxes. The reasons for the differences in the period from April 1, 1996 to January 31, 1997
and the ear ended March 31, 1996 are (in thousands):

Period from
April 1, 1996 to

January 31, 1997
Year ended

March 31. 1996

Pre-tax income
Income taxes computed at statutory rate
National Grid transactions:

Revaluation of investment excluded from taxable income
Gain on sale of pumped storage business excluded from

taxable income
Tax credit on contribution to ESOP
Special dividends not taxable

Effect of difference between statutory rate (33%) and rate on
dividends received (20%)

Amortization of goodwill
Other

Total income tax expense

S 149,005
49,194

S 891.68 
294,252

(44,005)

(36,175)
(5,638)

(10,805)

(791)
475

1,898
$ 50,776

(31,163)
626

5.168
S 172.260

Significant components of London Electricity's net deferred tax liability as of March 31,
(in thousands):

1996 are as follows

Deferred tax liability
Property-related basis differences
Prepaid pension asset

Total

Deferred tax asset
Restructuring and other provisions

Net deferred tax liabilit,

S (280,968)
- (36.801)

(317,769)

24.127
S (293.642)
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As a result of Parliamentary elections held on May 1, 1997, the Labour Party gained control of the UK
Government. On July 31, 1997 lcgislation establishing a windfall profits tax. which affects regulated companies
privatized since 1979 including London Electricity, was enacted. In' accordance with SFAS 109 under US GAAP.
London Electricity will record 'a ch'arge to income for the windfall profits'tax during the quarter ending September 30.
1997. A change in the UK statutory rate from 33% to 31 %o was also included in the legislation. The impact of such
changes will be recognition in the quarter ending September 30. 1997 of the $224 million expense for the windfall
profits tax and approximately $61 million of income tax benefit as a result of the change in the UK statutory income
tax rate in London Electricity's results of operations.

The tax vears since fiscal year 1990 arc currently under review by the Inland Revenue in the UK. London
Electricity believes that there is no additional liability related to the tax years under review.

NOTE 7. LONG-TERM DEBT:

The long-term debt of London Electricity as of March 31, 1996 consists of the following (in thousands):

8% Eurobonds repayable March 28, 2003 S 151,020
8 5/8% Eurobonds repayable October 26, 2005 150.868

Total S 301 888

The 8% and 8 /8% Eurobonds may become due prior to their stated maturity only upon the occurrence of
certain events including default, liquidation or bankruptcy of London Electricity. London Electricity does not
anticipate default under the agreements.

London Electricity entered into an interest rate swap agreement to reduce the impact of interest rate changes
on its outstanding debt. The interest rate swap agreement involves the exchange of a fixed interest rate for a floating
interest rate periodically over the life of the agreement. If the counterparty to the interest rate swap wvas to. default on
contractual payments, London Electricity could be exposed to increased cost related to replacing the original
agreement. However, London Electricity does not anticipate non-performance. At March 31, 1996, London
Electricity was party to a notional amount of S 12 million for an interest rate swap agreement wvith a maturity date of
May 6, 2003.

NOTE 8. COMMON STOCK:

During 1996, London Electricity effected a reverse stock split of six for every seven shares of common stock
held. This reduced, by approximately 28 million, the number of common shares outstanding and increased the par
value of the stock from BPSO.50 to BPSO.583 per share.'

NOTE 9. NOTES PAYABLE:

Other facilities available to London Electricity are short-term unsecured, uncommitted facilities of
BPS228 million and a BPS 150 million Sterling Commercial Paper Program ("Sterling Program"). Uncommitted
facilities are unsecured facilities which are available at London Electricity 's request, however there is no obligation
by the bank counterparty to make funds available to London Electricity. The Sterling Program is a negotiable
promissory note wvith short term maturities (up to 364 days) issued at a discount to face value. London Electricity
had an outstanding balance of S 146.7 million on all of these facilities as of March 31, 1996. The weighted average
interest rate incurred on these borrowings was 6.3% and 6. 1% for the period from April 1, 1996 to January 31, 1997
and for the year ended March 31, 1996, respectively.
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NOTE 10. COMMITMENTS AND CONTINGENCIES:

London Electricity has entered into operating lease agreemcnts for the use of buildings and vehicles.
Minimum future rental payments under all operating leases as of March 3 , 1996 are as follows (in thousands):

1997 S 10.842
1998 10,536
1999 10,078
2000 10.078
2001 9.773
Thereafter 127.810

Total S 179.117

Rental expense incurred under these lease agreements was $10.6 million and 12.4 million for the period
from April 1, 1996 to January 31, 1997 and for the year ended March 31, 1996, respectively.

London Electricity is subject to an agreement whereby the UK government is entitled to a proportion of
certain property gains accruing to London Electricity as a result of disposals or events treated as disposals occurring
after March 31. 1990 of properties held at that date. This commitment is effective until March 31, 2000.

London Electricity has utilized a portion of the pension plan surplus to increase benefits to members and
reduce employer and employee contributions. A recent court ruling in the UK upheld such uses of pension surpluses.
However, should the decision be reversed on appeal, London Electricity could be required to repay pension surpluses
utilized. Management is unable to predict the likely outcome of this matter at this time.

The UK Environmental Protection Act 1990 addresses waste management issues and imposes certain
obligations on companies which handle and dispose of waste. Some of London Electricity's distribution activities
produce waste but London Electricity believes that it has taken and continues to take measures to comply with the
applicable laws and governmental regulations for the protection of the environment. There are no material legal or
administrative proceedings pending against London Electricity * ith respect to any environmental matter.

London Electricity is required to file five-year projections with the Regulator for capital expenditures related
to its regulated distribution netvork and updates of such projections annually. The most recent updated projection
was for the five-year period ended March 31, 2000 and vas filed in July 1997. This filing indicated London
Electricity's current projection of approximately S772.3 million for the five-year period. Approximately 294.2
million has already been spent in fiscal years 1996 and 1997 related to this five-year projection.

London Electricity uses CFDs and power purchase contracts with certain UK generators to fix the price of
electricity for a contracted quantity over a specific period of time. At March 31, 1996, London Electricity has
outstanding CFDs and power purchase contracts for approximately 52,000 GWH of electricity. These include a long
term power purchase contract with an affiliate which is based on 27.5% of the affiliate's capacity from its 1000 MWV
facility through the year 2010. London Electricity's sales volumes were approximately 17,000 GWH and 18,000
GWH in the period from April 1, 1996 to January 31, 1997, and the year ended March 31, 1996, respectively.
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NOTE I1. PENSION BENEFITS:

London Electricity participates in a dfinidbnetit pension plan, which provides pension and other related
defined benefits, based on final pensionable pay, to substantially all employees throughout the electric supply
industry in the UK. Contributions to the plan by London Electricity-on behalf of its employees wvere $16.0 million
for the vcar ended March 31. 1996. London Electricity made no contributions to the plan during the period April 1.
1996 to Januarv 31, 1997.

London Electricity uses the projected unit credit actuarial method for funding purposes. Amounts funded to
the pension are primarily invested in equity and fixed income securities.

Statement of Financial Accounting Standards No. 87 "Employees Accounting for Pensions" ("SFAS 87")
was issued in 1988 and is effective for fiscal years beginning after December 15, 1988. The provisions of SFAS 87
were initially adopted by London Electricity on April 1, 1994. Accordingly, the unrecognized net transition asset at
the date of initial application of SFAS 87 is being amortized over 15 years beginning April 1, 1989. The amount of
the unrecognized net transition asset credited to equity on April , 1994 was $42.9 million.

The following table sets forth the plan's funded status and amounts recognized in London Electricity's
balance sheet at March 31, 1996 (in thousands):

Accumulated benefit obligation:
Vested

Projected benefit obligation
Plan assets at fair value
Assets in excess of projected benefit obligation
Unrecognized net gain
Unrecognized net transition asset

Prepaid pension asset

S 900.625

1,029,962
1.231.831

201,869
(18,782)
(71,463)

S 111.624

The weighted average discount rate and rate of increase in future compensation levels used in determining the
actuarial present value of the projected benefit obligation, and the expected long-term rate of return on assets was
9%, 6.5% and 9%, respectively, for the period from April 1, 1996 to January 31, 1997 and for the year ended
March 31, 1996.

The components of the plan's net pension income during the periods are shown below (in thousands):

Period from
- April 1, 1996 to
January 31, 1997

Year ended
March 31, 1996

Service cost (benefits earned during the period)
Interest cost on projected benefit obligations
Actual return on plan assets
Net amortization and deferral

Net pension benefit

$ 10,440
70,232

(92,377)
3,955

$ (7.750)

S 13,311
85,347

(227,227)
115258

5 (13.3111

NOTE 12. DISTRIBUTION OF NATIONAL GRID INVESTMENT:

In December 1995, each of the RECs distributed their investments in the National Grid Holding Company
plc ("National Grid"). London Electricity distributed its ownership shares in National Grid to its shareholders. Prior
to the distribution, the National Grid shares were listed on the London Stock Exchange and revalued to reflect the
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market alue of the common stock of National Grid. whose shares had not previously been publicly traded and ft;r
which there was no readily dcterminable fair market value. London Electricitv recorded a gain on the revaluation of
S4 16.9 million in the Statement of Operations for the year ended March 31, 1996 National Grid also effected :j

rights issue at S3.12 per share to raise additional equity capital. London Electricity inmested an additional S57
million in National Grid as a result of the rights issue. Approximately 96% of the treal National Grid shares own:
by London Electricity were then distributed in kind to the shareholders of London Electricity

17he remaining shares owned by London Electricity were retained to establish an Employee Stock Ownership
Plan ("ESOP") to compensate participants of the Employee and Executive Sharesave Plans (employee stock option
plans) for any diminution in value of London Electricitv shares as a result of the demerger. Approximately 5 I
million shares of National Grd were reserved for contributions to the ESOP. The actual shares wVill be contributed to
the ESOP upon exercise of options under the employee stock option plans. The contributed shares related to the
establishment of the ESOP plus expenses and cash contributions due to the ESOP to compensate the participants for
taxes payable related to this distribution were charged to expense during the fiscal year ended March 31, 1996. The
difference between actual National Grid shares contributed and the total amount charged to expense is included in
other liabilities in London Electricitv's balance sheet as of March 31, 1996.

National Grid also distributed to London Electricity its ownership shares in PSB Holding Limited ("PSB").
the holding company of First Hydro Limited which had been transferred to National Grid in 1990. As part of the
demerger. PSB was sold to Mission Energy and London Electricity recorded a S 109.8 million gain on the sale.

Finally, as part of the demerger, the Regulator ordered a 78 refund to each of London Electricity's supply
customers which was offset by a reduction in the fossil fuel levy charged to London Electricity. The effect of the
refund, which was recorded in the year ended March 31, 1996, was to reduce operating revenues, cost of sales and
gross profit by S142.3 million , S13.0 million and S129.4 million, respectively.

The investment in National Grid has been accounted for by London Electricity as a cost method investment.
The consolidated results of operations of London Electricity therefore do not include any of the results of operations
of National Grid.

NOTE 13. EMPLOYEE OPTIONS:

London Electricity was acquired by Entergy London Investments plc, formerly Entergy Power UK plc,
effective February 1, 1997. In conjunction with the purchase of London Electricity, the holders of any outstanding
options under the employee option plans were given the opportunity to exercise their options and sell their shares to
Entergy London Investments plc at a price of BPS7.05 per share Which then entitled the owner of the shares to the
interim dividend of BPS. 179 per share. If the holders of the options did not exercise their options, such options were
cash canceled and the holders were paid BPS7.05 per share.

Under the Employee Sharesave Plan, London. Electricity was authorized to issue shares of common stock
pursuant to stock options granted to officers, key employees and directors. Under the Executive Sharesave Plan,
London Electricity was authorized to issue shares of common stock pursuant to stock options granted to directors.

The stock options had an exercise price equal to the fair market value of the common stock on the date of
grant and a contractual term of 10 years. The stock options became exercisable on the third anniversary of the date
of grant under the Executive Sharesave Plan.
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A summary of the status of London Electricity's stock options for the period from April 1, 1996 to
January 31. 1997 and for the ycarended Narch 31;- 996 andrthe changes during the ears ended on such dates is
presented below:

[j, .,.
Period from "

April 1, 1996 to
January 31, 1997 , ,

# Shares of.
Underlying Exercise
Options Prices

Years ended Nlarch 31, 1996
# Shares of
Underlying Exercise
Options Prices

Outstanding at beginning of year
Granted
Exercised
Forfeited
Expired
Outstanding at end of year

1,873,505
3,625,911
(390,712)

BPS 356 6,985,705
4.82 89,628
3.33 (4,956,992)

- (244,836)

1 873.505

BPS 2.26
5.94
1.89
2.09

5. 108 704

NOTE 14. RESTRUCTURING CHARGES:

In 1995 and 1996, London Electricity implemented a restructuring program to reduce the number of
employees in the Network Services, Customer Services, Corporate and Information Technology groups. An initial
plan wmas approved by the Board of Directors of London Electricity in September 1994 and was based on a business
plan developed subsequent to the 1994 Regulatory Review of Distribution (the "Distribution Review").

Following the reopening of the Distribution Review during 1995, a further plan was proposed leading to a
further reduction of employees in the same areas. This plan was approved by the Board of.Directors in May 1996,
and approximately $18.5 million in restructuring charges w as recorded for the period from April 1, 1996 to
January 31, 1997. The balances for restructuring charges and the actual termination benefits paid under the program
for the period from April 1, 1996 to January 31, 1997 and the year ended March 31, 1996 are as follows (in
thousands):

Provision for restructuring as of March 31, 1995
Restructuring charges in 1996
Payments made in 1996
Translation adjustment
Balance March 31, 1996
Restructuring charges in 1997
Payments made in 1997
Translation adjustment
Provision for restructuring as of January 31, 1997

S 30,322

(1.767)
28,555.
18,507

(16,609)
1,433

$ 31.886

The number of employees terminated under these plans was 250 and 308 for the period from April 1, 1996 to
January 31, 1997 and the year ended March 31, 1996, respectively.
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NOTE 1. SEGM ENT INFORMATION:

London Electricity is engaged in two electric industry segments: distribution. hich involves the transfer and
delivery of clectricity across London Electricity's network to its customers. and supply. hich involves bulk
purchases of'electricity from the Pool for delivery of supply to tle distribution networks. Other consists principally
of London Electricity's investment in private distribution netw~orks. electricity contracting s. ices and in-estments in
generating assets. Information about London Electricity's operations in thesc individual segments during the period
from April 1. 1996 to January 3 1. 1997 and for the year ended March 31. 1996 is as followvs (in thousands):

Period from April 1. 1996 to January 31, 1997
Distribution SuppIv Other Eliminations Consolidated

Operating revenues
Operating income
Depreciation and amortization
Total assets employed at period end
Capital expenditures

S 435,470
159,129
51,092

1,363,077
153,118

S 1,662,788
(1,265)
6,485

446,560
15,027

S 106,772 S (439,425)
10,914 -

4,588 -
287,453 -

14,711 -

S 1,765,605
168,778
62,165

2,097,090
182,856

Year Ended March 31, 1996
Distribution Supply Other Eliminations Consolidated

Operating revenues
Operating income
Depreciation and amortization
Total assets employed at period end
Capital expenditures

S 559,219
247,428
54,967

1,211,827
151,590

S 1,719,468 (a) S
(110,246) (b)

3,915
376,710

7,047

92,550 S (511,299)
24,272 (2,349)
7,203 -

471,844 -
14,564 -

S 1,859,938
159,105
66,085

2,060,381
173,201

(a) Includes $142.3 million refund to customers related to National Grid transaction.

(b) Includes net effect of S142.3 million refund and S13.0 reduction of fossil fuel levv related to National Grid
-transaction. See Note 12.
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Item 9. Chanaes In and Disacreements With Accountants On Accountin? and Financial Disclosure.

No event that would be described in response to this item has occurred with respect to Entergy. System
Energy, Entergy Arkansas, Entcrgy Gulf States, Entergy Louisiana, Entergy Mississippi. or Entergy New Orleans.

PART Il

Item 10. Directors and Executive Officers of the Registrants (Entergy Arkansas, Entergy Gulf States,
Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy and Entergy London)

All officers and directors listed below held the specified positions %%ith their respective companies as of the
date of filing this report.

Name Age Position Period

ENTERGY ARKANSAS, INC.

Directors

R. Drake Keith
Frank F. Gallaher
Donald C. Hintz
Jerry D. Jackson
Edv.in Lupberger
Jerry L. Maulden
Gerald D. McInvale

62 President and Director of Entergy Arkansas
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.

1989-Present

Officers

Michael R. Niggli

C. Gary Clary

Cecil L. Alexander
James S. Pilgrim

C. Hiram Walters

Edwin Lupberger
Jerry L. Maulden
R. Drake Keith
Jerry D. Jackson
Frank F. Gallaher
Donald C. Hintz
Gerald D. Mclnvale

48 Senior Vice President - Customer Accounts of Entergy Arkansas, Entergy
Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy New
Orleans, and Entergy Services

Senior Vice President - Marketing of Entergy Arkansas, Entergy Gulf
* States, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans,
and Entergy Services

Vice President- Customer Services of Entergy Louisiana, Entergy New
Orleans, and Entergy Services

53 Vice President - Human Resources and Administration of Entergy
Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy
Mississippi, Entergy New Orleans, and Entergy Operations

Vice President - Human Resources and Administration of Entergy
Services

Director-System Human Resources of Entergy Services'
62 Vice President - Governmental Affairs of Entergy Arkansas
62 Vice President - Customer Service of Entergy Arkansas

Director, Central Region, TDCS Customer Service
Central Division Manager of Mississippi

61 Vice President - Customer Service of Entergy Arkansas
Vice President - Customer Service of Entergy Louisiana
Vice President - Customir Service of Entergy Services
Vice President - Customer Service, Central Region of Entergy Services
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Arkansas Directors above.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part 1.

1996-1998

1993-1996

1993-1993

1997-Present

1996-Present

1993-1996
1991-Present
1994-Present
1993-1994
1991-1993
1993-Present
1994-Present
1997-Present
1993-1997
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I

Name

Michael G. Thompson
William J: Reran. Jr.
Louis E. Buck. Jr

Position

See information under the Entergy Corporation Officers Section in Part 1.
See information under the lEntergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.

Period

ENTERGY GULF STATES. INC.

Directors

Karen R. Johnson

John J. Cordaro

Frank F. Gallaher
Donald C. Hintz
Jerry D. Jackson
Edvkin Lupberger
Jerry L. Maulden
Gerald D. Mclnvale

53 President - Texas
Director of Entergy Gulf States
State President -Texas
Vice President - Governmental Affairs of Entergy Gulf States - Texas
Executive Director of State Bar of Texas (state agency)

64 President - Louisiana
Dirctor of Entergy Gulf States and Entergy Louisiana
State President - Louisiana
President and Director of Entergy Louisiana and Entergy New Orleans
See information under the Entergv Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.

1997-Present
1996-Present
1996-1997
1994-1996
1990-1994
1997-Present
1996-Present
1996-1997
1992-1996

Officers

William E. Colston

S. G. Cunningham, Jr.

J. Parker McCollough

Edwin Lupberger
Jerry L. Maulden
Frank F. Gallaher
C. Gary Clary
Jerry D. Jackson
Donald C. Hintz
Gerald D. Mclnvale
Michael G. Thompson
Michael R. Niggli
Karen Johnson
John J. Cordaro
William J. Regan, Jr.
Louis E. Buck, Jr.

62 Vice President - Customer Service of Entergy Gulf States
Vice President - Customer Service of Entergy Louisiana
Vice President - Customer Service of Southern Region of Entergy

Services
Regional Director of Entergy Louisiana

57 Vice President - Regulatory and Governmental Affairs of Entergy
Louisiana and Entergy Gulf States

Vice President - State Regulatory Affairs of Entergy Services
Vice President - Entergy Corporation, Entergy Gulf States Transition,

and Regulatory Affairs of Entergy Services
Vice President - Rates and Regulatory Affairs of Entergy Louisiana and

Entergy New Orleans
Vice President - Regulatory Affairs of Entergy Services

47 Vice President - State Governmental Affairs of Entergy Gulf States
Vice President - Governmental Affairs, Texas Association of Realtors

(trade association)
Member- Texas House of Representatives
Wright & Greenhill, PC (law firn)
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Arkansas Officers Section above.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part .
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Arkansas Officers Section above.
See information under the Entergy Gulf States Directors Section above.
See information under the Entergy Gulf States Directors Section above.
See information under the Entergy Corporation Officers Section in Part .
See information under the Entergy Corporation Officers Section in Part I.

1994-Present
1993-Present
1993-Present

1992-1993
1996-Present

1994-1996
1993-1994

1991-1994

1992-1993
1996-Present
1993-1996

1989-1993
1991-1993
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Position
: HICK, ' $ A>. *-"-

. -NamE Period

ENTERGY LOUISIANA. INC.

Directors

Frank F. Gallaher
John . Cordaro
Donald C. H intz
Jerry D. Jackson
Edwin Lupberger
Jerry L. Maulden
Gerald D. Mclnvale

See information under the Entergy Corporation Officers Section in Part 1.
Se information under the Entergy Gulf State sirectors Section above.
See information under the Entergy Corporation Officers Section in Part 1.
See infonnation under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.

Officers

James D. Bruno

Edwin Lupberger
Jerry L. Maulden
John J. Cordaro
C. Gary Clary
Jerry D. Jackson
Frank F. Gallaher
Donald C. Hintz
Gerald D. McInvale
Michael G. Thompson
Michael R. Niggli
William E. Colston
WilliamJ. Regan, Jr.
Louis E. Buck. Jr.
C. Hiram Walters
S. G. Cunningham, Jr.

58 Vice President - Customer Service of Entergy Louisiana and Entergy
New Orleans

Vice President - Metro Region of Entergy Services
Region Director - Metro Region of Entergy Services
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Gulf States Directors Section above.
See information under the Entergy Arkansas Officers Section above.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Arkansas Officers Section above.
See information under the Entergy Gulf States Officers Section above.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Arkansas Officers Section above.
See information under the Entergy Gulf States Officers Section above.

1994-Present

1993-Present
1991-1993

ENTERGY MISSISSIPPL INC.

Directors

Donald E. Meiners (a)
Frank F. Gallaher
Donald C. Hintz
Jerry D. Jackson
Edwin Lupberger
Jerry L. Maulden
Gerald D. McInvale

62 President and Director of Entergy Mississippi
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.

1992-Present

Officers

Bill F. Cossar
Edwin Lupberger
Jerry L. Maulden
Donald E. Meiners
C. Gary Clary
Jerry D. Jackson
Frank F. Gallaher
Gerald D. Mclnvale

59 Vice President - Governmental Affairs of Entergy Mississippi
See infornation under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Mississippi Directors Section above.
See information under the Entergy Arkansas Officers Section above.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part 1.

1987-Present

- 227 -



A=c

Michael G. Thompson
Michael R. Niggli
William J. Regazi Jr.
Louis E. Buck. Jr.

Position

See information under the ntergy Corporation Officers Section in Part 1.
See information under the Entergy Arkansas Officers Section above.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corpxration Officers Section in Part I

Period

ENTERGY NEW ORLEANS, iC.

Directors

Daniel F. Packer

Jerry D. Jackson
Edwin Lupberger
Jerry L. Maulden
Gerald D. McInvale

50 President and Director of Entergy New Orleans
State President - City of New Orleans
Vie: President - Regulatory and Governmental Affairs of Entergy New

Orleans
Gereral Manager - Plant Operations at Waterford 3
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part .
See information under the Entergy Corporation Officers Section in Part .
See information under the Entergy Corporation Officers Section in Part .

1997-Present
1996-1997
1994-1996

1991-1994

Officers

Edwin Lupberger
Jerry L. Maulden
C. Gary Clary
Jerry D. Jackson
Frank F. Gallaher
Gerald D. Mclnvale
Michael G. Thompson
Michael R. Niggli
Daniel F. Packer
James D. Bruno
William J. Regan, Jr.
Louis E. Buck, Jr.

See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Arkansas Officers Section above.
See information under the Entergy Corporation Officers Section in Part .
See information under the Entergy Corporation Officers Section in Part 1.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Arkansas Officers Section above.
See information under the Entergy New Orleans Directors Section above.
See information under the Entergy Louisiana Officers Section above.
See information under the Entergy Corporation Officers Section in Part .
See information under the Entergy Corporation Officers Section in Part I.

SYSTEM ENERGY RESOURCES, INC.

Directors

Donald C. Hintz
Edwin Lupberger
Jerry L. Maulden
Gerald D. McInvale

See information under the Entergy Corporation Officers Section in Part l.
See information under the Entergy Corporation Officers Section in Part I.
See information under the Entergy Corporation Officers Section in Part .
See information under the Entergy Corporation Officers Section in Part I.

Officers

Joseph L. Blount

Edwin Lupberger
Donald C. Hintz
Gerald D. McInvale
William J. Regan, Jr.
Louis E. Buck, Jr.

51 Secretary of System Energy and Entergy Operations
Vic: President Legal and External Affairs of Entergy Operations
See information under the Entergy Corporation Officers Section in Part .
See information under the Entergy Corporation Officers Section in Part .
See information under the Entergy Corporation Officers Section in Part .
See information under the Entergy Corporation Officers Section in Part .
See information under the Entergy Corporation Officers Section in Part I.

1991-Present
1990-1993
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Numre A Period

ENTERGY LONDON INVESTMENTS PLC : v i . *

Director%

Edwin Lupberger See information under the Entergy Corporation Officers Section in Part 1.
Michael B. Bemis See information under the Entergy Corporation Officers Section in Part 1.

OMccrs n .-

Edwin Lupberger See information under the Entergy Corporation Officers Section in Part 1.
Michael B. Bemis See information under the Entergy Corporation Officers Section in Part 1.
Michael G. Thompson See information under the Entergy Corporation Officers Section in Part 1.
William J. Regan, Jr. See information under the Entergy Corporation Officers Section in Part 1.
Louis E. Buck. Jr. See information under the Entergy Corporation Officers Section in Part 1.
Gerald D. Mclnvale See information under the Entergy Corporation Officers Section in Part I.

(a) Mr. Meiners is a director of Trustmark National Bank, Jackson, MS, and Trustmark Corporation,

Jackson, MS.

Each director and officer of the applicable Entergy company is elected yearly to serve by the unanimous

consent of the sole stockholder, Entergy Corporation, at its annual meeting.

Directorships sho n in footnote (a) above are generally limited to entities subject to Section 12 or 15(d) of

the Securities and Exchange Act of 1934 or to the Investment Company Act of 1940.

Section 16(a) Beneficial Ownership Reporting Compliance

Information called for by this item concerning the directors and officers of Entergy Corporation is set forth

in the Proxy Statement of Entergy Corporation to be filed in connection with its Annual Meeting of Stockholders to

be held on May 15, 1998, under the heading "Section 16(a) Beneficial Ownership Reporting Compliance", which

information is incorporated herein by reference.

Item 11. Executive Compensation

ENTERGY CORPORATION

Information called for by this item concerning the directors and officers of Entergy Corporation is set forth

in .the Proxy Statement under the headings "Executive Compensation Tables", "General Infornation About

Nominees", and "Director Compensation", which information is incorporated herein by reference.

ENTERGY ARKANSAS, ENTERGY GULF STATES, ENTERGY LOUISIANA, ENTERGY

MISSISSIPPI, ENTERGY NEW ORLEANS, SYSTEM ENERGY AND ENTERGY LONDON

Summary Compensation Table

The following table includes the Chief Executive Officer and the four other most highly compensated

executive officers in office as of December 31, 1997 at Entergy Arkansas, Entergy Gulf States, Entergy Louisiana,

Entergy Mississippi, Entergy New Orleans, System Energy and Entergy London, (collectively, the "Named

Executive Officers") as well as Gerald D. Mclnvale who would have been included as one of the four most highly

compensated officers but for the fact that he was not serving as an executive officer at the end of the fiscal year.

This determination was based on total annual base salary and bonuses from all Entergy sources earned by each
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officer for the ear 1)7. See Item 10, 'Directors and Executive Officers of the Registrants," for information on
the principal positions of the Named Executive Officers in the table below.

Entergsy Arkansas, Entergy Gulf States. Entergy Louisiana, Entergy Mississippi, Entergy New Orleans,
System Entergy and Entergy London

As shown in Item 10, most Named Executive Officers are emploved by several Entergy companies.
Because it would be impracticable to allocate such officers' salaries among the various companies, the table below
includes the aggregate compensation paid by all Entergy companies.

Annual Compensation

(a) Other Annual
Year Salarv Bonus CompensationName

Michael B. Bemis

Lone-Term Compensation
Awards Pavouts

Restricted Securities (b)
Stock Underlying LTIP
Awards Options Pavouts

(d) 5.000 shares S 0
(d) 5,000 0
(d) 27,500 294,282

(c)
All Other

Compensation

S 11,736
12,813
12,063

1997 S31.1,154
1996 297,115
1995 290,000

S 0
168,125
216,909

S 734,368(f)
43,884
22,844

Joseph L. Blount 1997 5126,288 S 0
1996 124,904 38,471
1995 119,185 43,645

S 291
10,147
15,842

(d)
(d)
(d)

0 shares S
0
0

0 S 3,789
0 6,177
0 15,705

Louis E. Buck, Jr. 1997 S 159,954
1996 153,558
1995 49,039

S 29,882
66,187
21,280

S 9,105
26,132
9,151

(d)
(d)
(d)

2,500 shares S
0
0

0 S 4,799
0 20,683
0 7,529

Frank F. Gallaher

Donald C. Hintz'

Jerry D. Jackson

Edwin Lupberger" 

1997 S327,385 S 0
1996 276,538 130,150
1995 240,000 198,360

1997 S365,077 S 0
1996 343,269 231,299
1995 325,000 265,049

1997 S342,077 S 0
1996 332,115 209,489
1995 325,000 256,838

1997 S 785,385 S 0
1996 735,577 448,794
1995 700,000 568,400

S 11,132
35,641
61,360

S 18,245
12,516
13,394

S 56,359
37,928
43,054

S 271,422
123,601
89,163

(d) 5,000 shares S 0
(d) 5,000 0
(d) 27,500 324,398

(d) 5,000 shares S 0
(d) 5,000 0
(d) 30,000 409,414

(d) 5,000 shares S 0
(d) 5,000 0
(d) 30,000 422,438

(d) 10,000 shares S 0
(d) 10,000 0
(d) 60,000 781,337

S 9,822
10,321
7,638

S 10,952
14,197
9,750

S 10,262
13,862

9,750

S 23,562
23,567
21,000

Jerry L. Maulden 1997
1996
1995

S445,615 
435,000 260,3(
435,000 353,2:

0 S 67,485
01 27,056
20 26,248

(d) 5,000 shares S 0
(d) 5,000 0
(d) 30,000 422,438

(d) 5,000 shares S 0
(d) 5,000 0
(d) 27,500 294,282

S 13,369
14,550
13,050

Gerald D. McInvale (e) 1997 S331,154 S 0
1996 271,730 179,576
1995 255,481 186,739

S 17,389
13,995
12,525

S 9,923
12,051
7,664

William J. Regan, Jr. 1997 S 195,379 S
1996 190,000
1995 120,577

36,448
81,132
54,727

S 13,740
20,684
21,141

(d) 2,500 shares
(d) 0
(d) 2,000

S 0 S 5,861
0 8,852
0 7,821

Michael G. Thompson 1997 S259,315 S 0
1996 245,960 132,620
1995 236,546 163,612

S 12,856
20,640
57,600

(d) 5,000 shares
(d) 5,000
(d) 2,500

S 0
0

211,219

S 7,729
11,278
7,096

* Chief Executive Officer of System Energy.

** Chief Executive Officer of Entergy Arkansas, Entergy
Mississippi, Entergy New Orleans, and Entergy London.

Gulf States, Entergy Louisiana, Entergy
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(a) Includes bonuses earned pursuant to the Annual Incentive Plan.

(b) Amounts includethe value of restricted'0iiies at vested'in 1997, 1996, and 1995 (see note (d) below)
under Entergy's Equity Ownership Plan.

(c) Includes the following:

(1) 1997 benefit accruals under the Defined Contribution Restoration Plan as follows: Mr. Bemis
$4,625; Mr. Gallaher $5,022; Mr. Hintz $6,152; Mr. Jackson $5,462; Mr. Lupberger $18,762;
Mr. Maulden $8,969; Mr. McInvale $5,123; Mr. Regax $1,061; and Mr. Thompson $2,979.

(2) 1997 employer contributions to the System Savings Plan' as follows: Mr. Bemis $4,800; Mr.
Blount $3,789; Mr. Buck $4,799; Mr. Gallaher $4,800; Mr. Hintz $4,800; Mr. Jackson S4,800;
Mr. Lupberger $4,800; Mr. Maulden $4,400; Mr. McInvale $4,800; Mr. Regan $4,800; and Mr.
Thompson $4,750.

(3) 1997 reimbursements for moving expenses as follows: Mr. Bemis $2,311.

(d) There were no restricted stock awards in 1997 under the Equity Ownership Plan. At December 31, 1997,
the number and value of the aggregate restricted stock holdings were as follows: Mr. Bemis 30,000 shares,
$898,125; Mr. Blount 2,250 shares, $67,359; Mr. Buck 4,500 shares, $134,719; Mr. Gallaher 30,000
shares, $898,125; Mr. Hintz 30,000 shares, $898,125; Mr. Jackson 30,000 shares, $898,125; Mr.
Lupberger 60,000 shares, $1,796,250; Mr. Maulden 37,500 shares, $1,122,656; Mr. McInvale 30,000
shares, $898,125; Mr. Regan 4,500 shares, $134,719; and Mr. Thompson 22,500 shares, $673,594.
Accumulated dividends are paid on restricted stock when vested. The value of stock for which restrictions
were lifted in 1997, 1996, and 1995, and the applicable portion of accumulated cash dividends, are reported
in the LTIP Payouts column in the above table. The value 6f restricted stock awards as of December 31,
1997 are determined by multiplying the total number of shares awarded by the closing market price of
Entergy Corporation common stock on the New York Stock Exchange Composite Transactions on
December 31, 1997 ($29.9375 per share).

(e) Gerald D. McInvale is a former officer of Entergy Corporation, Entergy Arkansas, Entergy Gulf States,
Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy and Entergy London.

(f) Includes approximately $670,000 related to various overseas living expenses, including UK taxes and
housing, associated with Mr.' Bends' overseas assignment in London.

.. .. . . . ..... . . .~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~t
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Option Grants in 1997

The following table summarizes option grants during 1997 to the Named Executive Officers. The absence,
in the table below, of any Named Executive Officer indicates that no options were granted to such officer.

Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy
System Entergy and Entergy London -

Mississippi, Entergy New Orleans,

Number of
Securities

Underlying
Options

Granted (a)

Individual Grants
% of Total

Options
Granted to
Employees

in
1997 _

Exercise
Price
(per

ihare) (a)

Potential Realizable
Value

at Assumed Annual
Rates of Stock

Price Appreciation
for Option Term(b)
5% 10%

Expiration
DateName

Michael B. Bemis
Louis E. Buck, Jr.
Frank F. Gallaher
Donald C. Hintz
Jerry D. Jackson
Edwin Lupberger
Jerry L. Maulden
Gerald D. McInvale
William J. Regan, Jr.
Michael G. Thompson

5,000
2,500
5,000
5,00
5,000

10,000
5,000
5,0G0
2,5)0
5,0)0

2.0%
1.0%
2.0%
2.0%
2.0%
3.9%
2.0%
2.0%
1.0%
2.0%

S 26.5
26.5
26.5
26.5
26.5
26.5
26.5
26.5
26.5
26.5

1/30/07
1/30/07
1/30/07
1/30/07
1/30/07
1/30/07
1/30/07
1/30/07
1/30/07
1/30/07

S 83,329
41,664
83,329
83,329
83,329

166,657
83,329
83,329
41,664
83,329

S 211,171
105,585
211,171
211,171
211,171
422,342
211,171
211,171
105,585
211,171

(a) Options were granted on January 30, 1997, pursuant to the Equity Ownership Plan. All options granted on
this date have an exercise rice equal to the closing price of Entergy Corporation common stock on the
New York Stock Exchange Composite Transactions on January 30, 1997. These options became
exercisable on July 30, 1997.

(b) Calculation based on the market price of the underlying securities assuming the market price increases over
a ten-year option period and assuming annual compounding. The column presents estimates of potential
values based on simple mathematical assumptions. The actual value, if any, a Named Executive Officer
may realize is dependent upcn the market price on the date of option exercise.

Aggregated Option Exercises in 1997 and December 31, 1997 Option Values

The following table summarizes the number and value of all unexercised 'options held by the Named
Executive Officers. The absence, in the table below, of any Named Executive Officer indicates that no options are
held by such officer. In 1997, no options were exercised by any Named Executive Officer.

Number of Securities
Underlying Unexercised Options

as of December 31, 1997
Exercisable Unexercisable

Value of Unexercised
In-the-Money Options

as of December 31, 1997(a)
Exercisable UnexercisableName

Michael B. Bemis
Louis E. Buck, Jr.
Frank F. Gallaher
Donald C. Hintz
Jerry D. Jackson
Edwin Lupberger
Jerry L. Maulden
Gerald D. Mclnvale
William J. Regan, Jr.
Michael G. Thompson

20,000
2,500

17,500
27,500
24,411
58,824
30,000
20,000

2,500
17,500

25,000

25,000
25,000
25,000
50,000
25,000
25,000
2,000

$ 37,188
8,594

36,406
53,594
20,841

107,308
54,375
37,188

8,594
36,406

$ 226,563

226,563
226,563
226,563
453,125
226,563
-226,563

12,875
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(a) Based on the difference between the closing price of Entergy Corporation's common stock on the New York
Stock Exchange Composite Transactions on December 31, 1997, and the option exercise price.

Pension Plan Tables

Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, and
System Energy

Retirement Income Plan Table

Annual
Covered Years of Service

Compensation 15 20 25 30 35
$100,000 S 22,500 S 30,000 $ 37,500 $ 45,000 $ 52,000

200,000 45,000 60,000 75,000 90,000 105,000
300,000 67,500 90,000 112,500 135,000 157,500
400,000 90,000 120,000 150,000 180,000 210,000
500,000 112,500 150,000 187,500 225,000 262,500
650,000 146,250 195,000 243,750 292,500 341,250
950,000 213,750 285,000 356,250 427,500 498,750

-.AIl of the Named Executive Officers participate in a Retirement Income Plan, a defined benefit plan, that
provides a benefit for employees at retirement from Entergy based upon (1) generally all years of service beginning
at age 21 through termination, with a forty-year maximum, multiplied by (2) 1.5%, multiplied by (3) the final
average compensation. Final average compensation is based on the highest consecutive 60 months of covered
compensation in the last 120 months of service. The normal form of benefit for a single employee is a lifetime
annuity and for a married employee is a 50% joint and survivor annuity. Other actuarially equivalent options are

..available to each retiree. Retirement benefits are not subject to any deduction for-Social Security or other offset
amounts. -The amount of the Named Executive Officers' annual compensation' covered by the plan as' of
December 31, 1997, is represented by the salary cblumn in the Summary Compensation Table above. ' ;

The credited years of service under the Retirement Income Plan, as of December 31,' 1997, for the Named
Executive Officers is as follows: Mr. Bemis 15; Mr. Blount 13; Mr. Buck 2; Mr. Gallaher 28; Mr.'Maulden 32;
and Mr. -Regan 2. .. The credited years of service under the respective Retirement Income Plan, as of
December 31, 1997. for the following' Named Executive Officers, as a result.. of entering into supplemental
retirement agreements, is as follows: Mr. Hintz 26; Mr. Jackson 18; Mr. Lupberger 34; Mr. McInvale 25; and Mr.
Thompson 21. , . .. . ;

The maximum benefit under the Retirement Income Plan is limited by Sections 401 'and 415 of the Internal
Revenue Code of 1986, as amended; however, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy
Mississippi, Entergy New Orleans, and System Energy have'elected to participate in the Pension Equalization Plan
sponsored by Entergy Corporation. Under this plan, certain executives, including the Named Executive Officers,
would receive an additional amount equal to the benefit that would have been payable under the Retirement Income
Plan, except for the Sections 401 and 415 limitations discussed above.

In addition to the Retirement Income Plan discussed above, Entergy Arkansas, Louisiana, Mississippi, New
Orleans, and System Energy participate in the Supplemental Retirement Plan of Entergy Corporation and
Subsidiaries and the Post-Retirement Plan of Entergy Corporation and Subsidiaries. Participation is limited to one
of these two plans and is at the invitation of Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, Entergy
New Orleans, and System Energy. The participant may receive from the appropriate Entergy company a monthly
benefit payment not in excess of .025 -(under the Supplemental -Retirement'Plan) or .0333 (under the Post-
'Retirement Plan) times the participant's average basic annual salary (as defined in the' plans) for a maximum of 120
months. Mr. Hintz has entered into a Supplemental Retirement Plan participation contract, and all of the other
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Named Executive Officers, (except for Mr. Blount, Mr. Buck, Mr. Mclnvale, Mr. Regan, and Mr. Thompson) have
entered into Post-Retirement Plan participation contracts. Current estimates indicate that the annual payments to
the Named Exccutive Officers under the above plans would be less than the payments to that officer under the
System Executive Retirement Plan discussed below.

System Executive Retirement Plan Table (1)

Annual
Covered Years of Service

Compensation 15 20 25 30+
$ 200,000 $ 90,000 $ 100,000 5 110,000 $ 120,000

300,000 135,000 150,000 165,000 180,000
400,000 180,000 200,000 220,000 240,000
500,000 225,000 250,000 275,000 300,000
600,000 270,000 300,000 330,000 360,000
700,000 315,000 350,000 385,000 420,000

1,000,000 450,000 500,000 550,000 600,000

(I) Benefits shown are based on a target replacement ratio of 50% based on the years of service and covered
compensation shown. The benefits for 10, 15, and 20 or more years of service at the 45% and 55%
replacement levels 'would decrease (in the case of 45%) or increase (in the case of 55%) by the following
percentages: 3.0%, 4.5%, and 5.0%, respectively.

In 1993, Entergy Corporation adopted the System Executive'Retirement Plan (SERP). Entergy Arkansas,
Entergy Gulf States, Entergy. Louisiana, Entergy Mississippi,.'Entergy New Orleans, and System Energy are
participating employers in the SERP. The SERP is an unfunded defined benefit plan offered at retirement to certain
senior executives, which would currently include all the Named Executive Officers (except for Mr. Blount).
Participating executives choose, at retirement, between the retirement benefits paid under provisions of the SERP or
those payable under the Supplemental Retirement Plan or the Post-Retirement Plan discussed above. Covered pay
under the SERP includes final annual base salary (see the Sumniary Compensation Table above for the base salary
covered by the SERP as of December 31, 1997) plus the Target Incentive Award (i.e., a percentage of final annual
base salary) for the participant in effect at retirement. Benefits paid under the SERP. are calculated by multiplying
the covered pay-times target pay replacement ratios (45/o, 50%, or 55%1, dependent on job rating at retirement) that
are attained, according to plan design, at 20 years of credited service'. The target ratios are increased by 1% for
each year of service over 20 years, up to a maximum of 30 years of service. In accordance with the SERP formula,
the target ratios are reduced for each year of service below 20 years. The credited years of service under this plan
are identical to the years of service for Named Executive Officers (other than Mr. Bemis, Mr. Jackson, Mr.
McInvale, and Mr. Thompson) disclosed above in the section entitled "Pension Plan Tables-Retirement Income
Plan Table". Mr. Bemis, Mr.' Jackson, Mr. McInvale, and Mr. Thompson have 25 years, 24 years, 16 years, and
16 years, respectively, of credited service under this plan.

The normal form of benefit for a single employee is a lifetime annuity and for a married employee is a 50%
joint and survivor annuity. All SERP payments are guaranteed for ten years. Other actuarially equivalent options
are available to each retiree. SERP benefits are offset by any and all defined benefit plan payments from Entergy
and from prior employers. SERP benefits are not subject to Social Security offsets.

Eligibility for and receipt of benefits under any of the executive plans described above are contingent upon
several factors. The participant must agree, without the specific consent of the Entergy company for which such
participant'was last employed, not to take employment'after retirement with' any entity that is in competition with,
or similar in nature to, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy
New Orleans, and System Energy or any affiliate thereof. Eligibility for benefits is forfeitable for various reasons,
including violation of an agreement with Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy
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Mississippi, Entergy New Orleans, and System Energy, resignation of employment, or termiitiinof employment
without Company permission.

In addition to the Retirement Income Plan discussed above, Entergy Gulf States provides, among other
benefits to officers, an Executive Income Security Plan for key managerial personnel. The plan provides
participants with certain retirement, disability, termination,-and survivors' benefits. To the extent that such benefits
are not funded by the employee benefit plans of Entergy Gulf States or by vested benefits payable by the
participants' former employers, Entergy Gulf States is obligated to make supplemental payments to participants or
their survivors. The plan provides that upon the death or disability of a participant during his employment, he or
his designated survivors will receive (i) during the first year following his death or disability an amount not to
exceed his annual base salary, and (ii) thereafter for a number of years until the participant attains or would have
attained age 65, but not less than nine years, an amount equal to one-half of the participant's annual base salary.
The plan also provides supplemental retirement benefits for life for participants retiring after reaching age 65 equal
to one-half of the participant's average final compensation rate, with one-half of such benefit upon the death of the
participant being payable to a surviving spouse for life.

Entergy Gulf States amended and restated the plan effective March 1, 1991, to provide such benefits for
life upon termination of employment of a participating officer or key managerial employee without cause (as
defined in the plan) or if the participant separates from employment for good reason (as defined in the plan), with
1/2 of such benefits to be payable to a surviving spouse for life. Further, the plaii was amended to provide medical
benefits for a participant and his farmily when the participant separates from service, These medical benefits
generally continue until the participant is eligible to receive medical benefits from a subsequent employer; but in the
case of a participant who is over 50 at the time of separation and was participating in the plan on March 1, 1991,
medical benefits continue for life. By virtue of the 1991 amendment and restatement, benefits for a participant
under such plan cannot be modified once he becomes eligible to participate in the plan. None of the Named
Executive Officers are participants in this plan:

Compensation of Directors

* For information regarding compensation of the directors of Entergy Corporation, see the Proxy Statement
under the heading "Director Compensation", which information is incorporated herein by reference. Entergy
Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy and
Entergy London currently have no non-employee directors, and none of the current directors is compensated for his
responsibilities as director.

Retired non-employee directors of Entergy Arkansas, Entergy Louisiana, Entergy Mississippi,. and Entergy
New Orleans with a minimum of five years of service on the respective Boards of Directors are paid $200 a month
for a term of years corresponding to the number of years of active service as directors. Retired non-employee
directors with over ten years of service receive a lifetime benefit of $200 a month. Years of service as an advisory
director are included in calculating this benefit. System Energy.and Entergy London have no retired non-employee
directors.-

Retired non-employee directors of Entergy Gulf States receive retirement benefits under a plan in which all
directors who served continuously for a period of years will receive a percentage of their retainer fee in effect at the
time of their retirement for life. The retirement benefit is 30 percent of the retainer fee for service of not less than
five nor more than nine years, 40 percent for service of not less than ten nor more than fourteen years, and 50
percent for fifteen or more years of service. For those directors who retired prior to the retirement age, their
benefits are reduced. The plan also provides disability retirement and optional hospital and medical coverage if the
director has served at least five years prior to the disability. The retired director pays one-third of the premium for
such optional hospital and medical coverage and Entergy Gulf States pays the remaining two-thirds. Years of
service as an advisory director are included in calculating this benefit.
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Employment Contracts and Termination of Employment and Change-in-Control Arrangements

Entergy Gulf States

As a result of the Merger, Entergy Gulf States is obligated to pay benefits under the Executive Income
Security Plan to those persons who were participants at the time of the Merger and who later terminated their
employment under circumstances described in the plan. For additional description of the benefits- under the
Executive Income Security Plan, see the "Pension Plan Tables-System Executive Retirement Plan Table" section
noted above.

Entergy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi,
Entergy New Orleans, System Energy, and Entergy London

In connection with the resignation of his position as Vice Chairman, Mr. McInvale entered into a contract
under which he will provide services as required and remain as an employee of Entergy Services through May 31,
2001, subject to certain terms and conditions, at a monthly salary of approximately $33,300. In addition, such
contract provides for the continuation of benefits under Mr. Mclnvale's continued participation in, or the providing
of benefits comparable to those tinder, Entergy's Savings Plan, Retirement Plan, Supplemental Credited Service
Agreement, System Executive Retirement Plan, Equity Ownership Plan, Executive Medical Plan and the applicable
portion of any awards under the Executive Annual Incentive Plan and Long Term Incentive Program. In the event
of Mr. Mclnvale's death prior to May 31, 2001, his surviving spouse or estate would receive a lump sum equal to
the net present value of all base salary payments due from the date of death to May 31, 2001, together with the
benefits lost, or the comparable value.

Personnel Committee Interlocks and Insider Participation

The compensation of Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi,
Entergy New Orleans, System Energy and Entergy London executive officers was set by the Personnel Committee
of Entergy Corporation's Board of Directors, composed solely of Directors of Entergy Corporation. No current or
former officers or employees of any Entergy company participated in deliberations concerning compensation during
1997.

Item 12. Security Ownership of Certain Beneficial Owners and Management

Entergy Corporation owns 100% of the outstanding common stock of registrants Entergy Arkansas,
Entergy Gulf States, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy and Entergy
London. The information with respect to persons known by Entergy Corporation to be beneficial owners of more
than 5% of Entergy Corporation's outstanding common stock is included under the heading "Stockholders Who
Own at Least Five Percent" in the Proxy Statement, which information is incorporated herein by reference. The
registrants know of no contractual arrangements that may, at a subsequent date, result in a change in control of any
of the registrants.
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As of December 31, 1997, the directors, the Named Executive Officers, and the directors and officers as a
group for Entergy Corporation, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi,
Entergy New Orleans, System Energy and Entergy London, respectively, beneficially owned directly or indirectly
common stock of Entergy Corporation as indicated:

Name

Entergy Corporation
W. Frank Blountt

John A. Cooper, Jr;*
Lucie J. Fjeldstad***
Dr. Norman C. Francis*
Frank F. Gallaher*,*
Donald C. Hintz*t

Jerry D. Jackson**
Robert v.d. Luft*
Edwin Lupberger***
JerryL.Maulden**
Gerald D. McInvale (d)
Adm. Kinnaird R McKee*
Paul W. Murrill*
James R. Nichols*
Eugene H. Owen*.
John N. Palmer, Sr.*
Robert D. Pugh*
Wm. Clifford Smith*
Bismark A. Steinhagen*
All directors and executive

officers

Entergy Arkansas
Fiink F. Gallaher***
Donald C. Hintz***
Jerry D. Jackson***;
RAbrake Keith*
Edwin Lupberger*
Jerry L. Maulden***
Gerald D. McInvale (d)
All directors and executive

officers

Entergy Corporation
Common Stock

Amount and Nature of
Beneficial Ownership(a)

Sole Voting
and Other

Investment Beneficial
Power Ownership(b)

5,034
7,534
3,984
1,200 -

19,641 17,500
11,31 8 27,500
29,500 24,411
4,284

36,583 63,324 (c)
27,165 - 30,000
10,901 20,000
3,067
2,985 ;
6,065.
3,692

16,481
8,300. 6,500 (c)
6,621 -

8,237

262,891 .

19,641,
11,318
29,500
9,019

36,583
27,165
10,901 ;.

198,064

* 244,235

. .- 9 0

17,500
. 27,500
- 24,41.1

63,324 (c)
30,000
20,000

205,235
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Entergy Corporation
Common Stock 

Amount and Nature of
Beneficial Ownership(a)

Sole Voting
and Other

Investment Beneficial
Power Ownership(b)Name

Entergy Gulf States
John J. Cordaro *
Frank F. Gallaher***
Donald C. Hintz***
Jerry D. Jackson***
Karen R. Johnson *
Edwin Lupberger***
Jerry L. Maulden**.*
Gerald D. Mclnvale (d)
All directors and executive
officers

5,369
19,641
11,318
29,500

802
36,583
27,165
10,901.

192,465

17,500
27,500
24,411

. 63,324 (c)
* 30,000

20,000

205,235

Entergy Louisiana
John J. Cordaro*
Frank F. Gallaher***
Donald C. Hintz***
Jerry D. Jackson***
Edwin Lupberger***
Jerry L. Maulden***
Gerald D. Mcnvale i)
All directors and executive
officers

Entergy Mississippi
Franlc F. Gallaher***
Donald C. Hintz*
Jerry D. Jackson**
Edwin Lupberger***
Jerry'L. Maulden***.
Gerald D. Mclnvale (d)
Donald E. Meiners*
Michael G. Thompson**
All directors and executive

officers

5,369
19,641 17,500
11,318 27,500
29,500 24,411
36,583 63,324 (c)
27,165 30,000
10,901 20,000

201,761 205,235

19,641 17,500
11,318 27,500
29,500. . 24;411
36,583. 63;324 (c
27,165. 30,000
10,901 20,000
10,521;.
13,462 17,500

185,188 . - 205,235
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Entergy Corporation
C'mmn Sfck

.

, . . 7

I- I : ~~ : , I : . . .~

Amount and Nature of
Beneficial Ownership(a)

Sole Voting
and Other

Investment Beneficial
Name Power Ovnership(b)

-Entergy New Orleans
Frank F. Gallaher**
Jerry D. Jackson***
Edwin Lupberger***
Jerry L. Maulden*** -

Gerald D. McInvale (d)
Daniel F. Packer ***

Michael G. Thompson**

19,641 17,500
29,500 24,411
36,583 63,324 (c)
27,165 30,000
10,901 20,000
3,854

13,462 17,500
All directors and executive ,48
.. officers _.168,482 '_ 

System Energy
Joseph L. Blount**

. Louis E. Buck, Jr.**
Donald C. Hintz*"**

-Edwin Lupberger***
Jerry L. Maulden*
Gerald D. McInvale (d)

: ;Wi ir J. egapjr.*
All directors and executive
. officers

Entergy London
Michael B. Bemis***
Louis E. Buck, Jr.**
Edwin Lupberger***
Gerald D. McInvale (d)
William J. Regan, Jr.**
Michael G. Thompson**
All directors and executive

officers

3,535.
2,996

11,318.
36,583

- 27,165
10,901
2,908

.95406

24,646
2,996

36,583
10,901
2,908

13,462

80,585

177,735

2,500
27,500..
63,324 (c)
30,000
20,000

2,500..

145,824: -

20,000
2,500

63,324 (c)
20,000
2,500

17,500

!, 'I 

125;824

* Director of the respective Company
** Named Executive Officer of the respective Company

*** Director and Named Executive Officer of the respective Company
**** Mrs. Fjeldstad's term will expire at the Annual Meeting and she is not standing for re-election.

(a) Based on information furnished by the respective individuals. Except as noted, each individual has sole
voting and investment power. The amount owned by each individual and by all directors and executive
officers as a group does not exceed one percent of the outstanding securities of any class of security so
owned.
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(b) Includes, for the Named Executive Officers, shares of Entergy Corporation common stock in the form of
unexercised stock options awarded pursuant to the Equity Ownership Plan as follows: Louis E. Buck, Jr.,
2,500 shares; Michael B. Bemis, 20,000 shares; Frank F. Gallaher, 17,500 shares; Donald C. Hintz,
27,500 shares; Jerry D. Jackson, 24,411 shares; Edwin Lupberger, 58,824 shares; Jerry L. Maulden,
30,000 shares; Gerald 1). Mclnvale, 20,000 shares; William J. Regan, Jr., 2,500 shares; and Michael G.
Thompson, 17,500 shares.

(c) Includes, for the Named Executive Officers, shares of Entergy Corporation common stock held by their
spouses. The named persons disclaim beneficial ownership in these shares as follows: Edwin Lupberger,
2,500 shares; and Robeit D. Pugh, 6,500 shares. In addition, Edwin Lupberger owns 2,000 shares in joint
tenancy with his mother for which he disclaims beneficial ownership.

(d) Gerald D. McInvale is a former officer of Entergy Corporation, Entergy Arkansas, Entergy Gulf States,
Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy, and Entergy London.

Item 13. Certain Relationships and Related Transactions

During 1997, T. Baker Smith & Son, Inc. performed land surveying services for, and received payments of
approximately $81,000 from, Entergy Louisiana, Inc. Mr. Wm. Clifford Smnith, a director of Entergy Corporation,
is President of T. Baker Smith & Son, Inc. Mr. Smith's children own 100% of the voting stock of T. Baker Smith
& Son, Inc.

See Item 10, "Directors and Executive Officers of the Registrants," for information on certain relationships
and transactions required to be reported under this item.

Other than a provided under applicable corporate laws, Entergy does not have policies whereby
transactions involving executive officers and directors are approved by a majority of disinterested directors.
However, pursuant to the Entergy Corporation Code of Conduct, transactions involving an Entergy company and
its executive officers must have prior approval by the next higher reporting level of that individual, and transactions
involving an Entergy company and its directors must be reported to the secretajy of the appropriate Entergy
company.
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PART IV

Item 14. Exhibits, Financial Statement Schedules, and Reports on Form 8-K.

(a)1. Financial Statements and Independent Auditors' Reports for Entergy, Entergy Arkansas, Entergy Gulf
States, Entergy Louisiana, Entergy Mississippi, Entergy New Orleans, System Energy, Entergy London,
and London Electricity are listed in the Index to Financial Statements (see pages 45 and 46)

(a)2. Financial Statement Schedules

Reports of Independent Accountants on Financial Statement Schedules (see page 251)

Financial Statement Schedules are listed in the Index to Financial Statement Schedules (see page S-i)

(a)3. Exhibits

Exhibits for Entergy, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy Mississippi,
Entergy New Orleans, System Energy and Entergy London are listed in the Exhibit Index (see page E-1).
Each managemenit'contract or compensatory plan or arrangement required to be filed as an exhibit hereto
is identified as such by footnote in the Exhibit Index.

(b) Reports on Form 8-K

*Entergy Corporation
A current report on Form 8-K, dated September 23, 1997, was:filed with the SEC on October 1, 1997,
reporting information under Item 5. "Other Events".

Entergv Corporation. Entergy Arkansas. and Enternv Gulf States
. A current report on Form 8-K, dated October 9, 1997, was filed with the SEC on October 10, 1997,
reporting information under Item 5. "Other Events".

Entermy Corporation
A current report on Form 8-K, dated November 19, 1997, was filed with the SEC on November 24,
1997, reporting information under Item 5. "Other Information".

' Entergy Corporation. Enternv Arkansas. Entergv Gulf States. and S stem Energv
A current report on Form 8-K, dated December 12, 1997, was filed with the SEC on December 29, 1997,
reporting information under Item 5.: "Other Information".
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ENTERGY ARKANSAS, INC.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. The signature
of the undersigned company shall be deemed to relate only to matters having reference to such company and any
subsidiaries thereof.

ENTERGY ARKANSAS, INC.

By Isl Louis E. Buck
Louis E. Buck, Vice President, Chief Accounting
Officer and Assistant Secretary

Date: March 9, 1998

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated. The signature of
each of the undersigned shall be deemed to relate only to matters having reference to the above-named company and
any subsidiaries thereof.

Signature Title Date

/s/ Louis E. Buck
Louis E. Buck Vice President, Chief Accounting

Officer and Assistant Secretary
(Principal Accounting Officer)

March 9, 1998

Edwin Lupberger (Chainnan of the Board, Chief Executive Officer and Director; Principal
Executive Officer); Frank F. Gallaher, Donald C. Hintz, Jerry D. Jackson, R. Drake Keith,
and Jerry L. Maulden (Directors).

By: Is/ Louis E. Buck
(Louis E. Buck, Attorney-in-fact)

March 9, 1998
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ENTERGY GULF STATES, INC.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. The signature
of the undersigned company shall be deemed to relate only to matters having reference to such company and any
subsidiaries thereof.

ENTERGY GULF STATES, INC.

By Is! Louis E. Buck
Louis E. Buck, Vice President, Chief Accounting
Officer and Assistant Secretary

Date: March 9, 1998

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been sigied below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated. The signiture of
each of the undersigned shall be deemed to relate only to matters having reference to the above-named company and
any subsidiaries thereof.

Sienature Title Date

Isl Louis E. Buck
Louis E. Buck Vice President; Chief Accounting

Officer and Assistant Secretary
(Principal Accounting Officer)

March 9, 1998

Edwin Lupberger (Chairman of the Board, Chief Executive Officer and Director; Principal
Executive Officer); John J. Cordaro, Frank F. Gallaher, Donald C. Hintz, Jerry D. Jackson,
Karen R. Johnson, and Jerry L. Maulden (Directors).

By: sl Louis E. Buck
(Louis E. Buck, Attorney-in-fact)

March 9, 1998
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ENTERGY LOUISIANA, INC.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized., The signature
of the undersigned company shall be deemed to relate only to matters having reference to such company and any
subsidiaries thereof

ENTERGY LOUISIANA, INC.

By Isf Louis E. Buck
Louis E. Buck Vice President, Chief Accounting
Officer and Assistant Secretary

Date: March 9, 1998

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated. The signature of
each of the undersigned shall be deemed to relate only to matters having reference to the above-named company and
any subsidiaries thereof.

. Signature Title Date

/s/ Louis E. Buck
Louis E. Buck

.. . .

Vice President, Chief Accounting
Officer. and Assistant Secretary
(Principal Accounting Officer)

March 9, 1998

Edwin Lupberger (Chairman of the Board, Chief Executive' Officer and Director; Principal
Executive Officer); John J. Cordarb, Frank F. Gallaher, Donald C. Hintz, Jerry D. Jackson,
and Jerry L. Maulden (Directors).

By: sl Louis E. Buck
(Louis E. Buck, Attorney-in-fact)

March 9, 1998
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ENTERGY MISSISSIPPI, INC.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be' signed on its behalf by the undersigned, thereunto duly authorized. The signature
of the undersigned company shall be deemed to relate only to matters having reference to such company and any
subsidiaries thereof.

ENTERGY MISSISSIPPI, INC.

By Isi Louis E. Buck
Louis E. Buck, Vice President, Chief Accounting
Officer and Assistant Secretary

Date: March 9, 1998

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated. The signature of
each of the undersigned shall be deemed to relate only to matters having reference'to the above-named company and
any subsidiaries thereof.

Sienature

Isl Louis E. Buck
Louis E. Buck

Title

Vice President, ChiefAccounting
.Officer and Assistant Secretary

* - (Principal Accounting Officer)

. . Date

.W March 9, 1998

Edwin Lupberger (Chairman of the Board, Chief Executive Officer and Director; Principal-
Executive Officer); Frank F. Gallaher,- Donald C. Hintz, Jerry D.zJackson, Jerry L. Maulden,
and Donald E. Meiners (Directors). * ' - _ . ' - -::

By: 1sf Louis E. Buck
(Louis E. Buck, Attorney-in-fact)

IMarch 9, 1998
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ENTERGY NEW ORLEANS, INC.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. The signature
of the undersigned company 'shall be deemed to relate only to matters having reference to such company and any
subsidiaries thereof.

ENTERGY NEW ORLEANS, INC.

By /sf Louis E. Buck
Louis E. Buck, Vice President, Chief Accounting
Officer and Assistant Secretary

Date: March 9, 1998

Pursuant to the requirement; of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated. The signature of
each of the undersigned shall be deemed to relate only to matters having reference to the above-named company and
any subsidiaries thereof

Sienature Title Date

IsI Louis E. Buck
Louis E. Buck Vice President,. Chief Accounting

. Officer and Assistant Secretary
(Principal Accounting Officer)

March 9, 1998

Edwin Lupberger (Chairman of the Board, Chief Executive Officer and Director, Principal
Executive Officer); Jerry D. Jackson, Jerry L. Maulden, and Daniel F. Packer (Directors).

By: s/ Louis E. Buck March 9, 1998
(Louis E. Buck, Attomey-in-ract)
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SYSTEM ENERGY RESOURCES, INC.

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. The signature
of the undersigned company shall be deemed to relate only to matters having reference to such company and any
subsidiaries thereof..

SYSTEM ENERGY RESOURCES, INC.

By 1sf Louis E. Buck
Louis E. Buck, Vice President, Chief Accounting
Officer and Assistant Secretary

Date: March 9, 1998

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
.the following persons on behalf of the registrant and in the capacities and on the dates indicated. The signature of
each of the undersigned shall be deemed to relate only to matters having reference to the above-named company and
any subsidiaries thereof.

Sienature *:. Title Date

1sl Louis E. Buck
* .-:;Louis.E. Buck Vice President, Chief Accounting

Officer and Assistant Secretary
(Principal Accounting Officer)

. March9, 1998

Donald C. Hintz (President, Chief Executive. Officer 'and Director, Principal Executive
Officer); Edwin Lupberger (Chairman of the Board), and Jerry L. Maulden (Directors). ..

By: Is/ Louis E. Buck
(Louis E. Buck, Attorney-in-fact)

March 9, 1998

- 248 -



ENTERGY LONDON INVESTMENTS PLC

SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. The signature
of the undersigned company shall be deemed to relate only to matters having reference to such company and any
subsidiaries thereof.

ENTERGY LONDON INVESTMENTS PLC

By Isl Louis E. Buck
Louis E. Buck, Audit Controller

Date: March 9, 1998

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated. The signature of
each of the undersigned shall be deemed to relate only to matters having reference to the above-nam ed company and
any subsidiaries thereof

Signature Title Date

s/ Louis E. Buck
Louis E. Buck Audit Controller

(Principal Accounting Officer)
March 9, 1998

Edwin Lupberger (Chairman of the Board, Chief Executive Officer and Director; Principal
Executive Officer); Michael B. Bemis (Director).

By: s/ Louis E. Buck
(Louis E. Buck, Attomey-in-fact)

March 9, 1998
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ENTERGY LONDON INVESTMENTS PLC

SIGNATURES

Pursuant to the requirements of Section 13or 15(d) of the Securities Exchange Act of 1934, the registrant
'has duly caused this report to be signed on its behalf by the undersigned,' thereunto duly authorized. The signature
of the undersigned company shall be deemed to relate-only to matters having reference to such company and any
subsidiaries thereof.

ENTERGY LONDON INVESTMENTS PLC

By Isl Louis E. Buck
Louis E. Buck, Audit Controller

Date: March 9, 1998

* Pursuantfto the requirements of the Securities Exchange Act of 1934, this report has been signed below by
the following persons on behalf of the registrant and in the capacities and on the dates indicated. The signature of
each of the undersigned shall be deemed to relate only to matters having reference to the above-named company and
any subsidiaries thereof.

.. Sienature Title I . . .ate

* /s/ Louis E. Buck
Louis E. Buck Audit'Controller ' March 9, 1998

(Principal Accounting Officer).

-- Edwin Lupberger (Chairman of the Boar'd,-Chief Executive Officer and Director, Principal
'Executive Officer); Michael B. Bemis (Director). '

By: 1sl Louis E. Buck
(Louis E. Buck, Attorney-in-fact) . : *:;.

. . . I I . . : I . I

. March 9, i998 

. . . .~~~~~
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EXHIBIT 23(a)
CONSENT OF INDEPENDENT ACCOUNTANTS

We consent to the incorporation by reference in Post-Effective Amendment Nos. 2, 3, 4A, and 5A on Form
S-8 and the related Prospectuses to the registration statement of Entergy Corporation on Form S-4 (File Number 33-
54298) and on Form S-3 (File Numbers 333-02503 and 333-22007) of our reports dated March 4, 1998, on our
audits 'of the consolidated financial statements and financial statement'schedules of Entergy Corporation as of
December 31, 1997 and 1996, and for each of the three years in the period ended December 31, 1997, which reports
include an explanatory paragraph related to changes in accounting methods for the impairment of long-lived assets
and for long-lived assets to be disposed of and incremental nuclear plant outage maintenance costs by one of the
Corporation's subsidiaries and are included in this Annual Report on Form 10-K.

We consent to the incorporation by reference in the registration'statements and the related Prospectuses of
Entergy Arkansas, Inc. (formerly Arkansas Power & Light Company) on Form S-3 (File Numbers 33-50289, 333-
00103 and 333-05045) of our reports dated March 4, 1998, on our audits of the financial statements and financial
statement schedule of Entergy Arkansas, Inc. as of December 31, 1997 and 1996, and for each of the three years in
the period ended December 31, 1997, which are included in this Annual Report on Form 10-K.

We consent to the incorporation by reference in the registration statements and the related Prospectuses of
Entergy Gulf States, Inc. (formerly Gulf States Utilities Company) on Form S-3 (File Numbers 33-49739 and 33-
51181), Form S-8 (File Numbers 2-76551 and 2-98011) and on Form S-2 (File Number 333-1791 1), of our reports
dated March 4, 1998, on our audits of the financial statements and financial statement schedule of Entergy Gulf
States, Inc.' as of December 31, 1997 and 1996, and for each of the three years in the period ended December 31,
1997, which reports include an explanatory paragraph related to a change in accounting for the impairment of long-
lived assets and long-lived assets to be disposed of and are included in this Annual Report on Form 10-K.

We consent to the incorporation by reference in the registration statements and the related Prospectuses of
Entergy Louisiana, Inc. (formerly Louisiana Power & Light Company) on Form S-3 (File Numbers 33-46085, 33-
39221, 33-50937, 333-00105, 333-01329 and 333-03567) of our reports dated March 4, 1998, on our audits of the
financial statements and financial statement schedule of Entergy Louisiana, Inc. as of December 31, 1997 and 1996,
and for each of the three years in he period ended December 31, 1997, which are included in this Annual Report on
Form 10-K.

We consent to the incorporation by reference in the registration statements and the related Prospectuses of
Entergy Mississippi, Inc. (formerly Mississippi Power & Light Company) on Form S-3 (File Numbers 33-53004,
33-55826 and 33-50507) of our reports dated March 4, 1998, on our audits of the financial statements and financial
statement schedule of Entergy Mississippi, Inc. as of December 31, 1997 and 1996, and foreach of the three years in
the period ended December 31, 1997, which are included in this Annual Report on Form 10-K.

We consent to the incorporation by reference in the registration statements and the related Prospectuses of
Entergy New Orleans, Inc; (formerly New Orleans Public Service Inc.) on Form S-3 (File Numbers 33-57926 and
333-00255) of our reports dated farch 4, 1998, on our audits of the financial statements and financial statement
schedule of Entergy New Orleans, Inc. as of December 31, 1997 and 1996, and for each of the three years in the
period ended December 31, 1997, which are included in this Annual Report on Form 10-K.

We consent to the incorporation by reference in the registration statements and the related Prospectuses of
System Energy Resources, Inc. on Form S-3 (File Numbers 3347662, 33-61189 and 333-06717) of our report dated
March 4, 1998, on our audits of the financial statements of System Energy Resources, Inc. as of December 31, 1997.
and 1996, and for each of the three years in the period ended December 31,' 1997, . which report includes an
explanatory paragraph related to the Company's 1996 change in its method of accounting for incremental nuclear
plant outage maintenance costs and is included in this Annual Report on Form 10-K.

COOPERS & LYBRAND L.L.P.

New Orleans, Louisiana
March 9, 1998
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REPORT OF INDEPENDENT ACCOUNTANTS ON FINANCIAL STATEMENT SCHEDULES

To the Board of Directors and Shareholders
of Entergy Corporation

We have audited the consolidated financial statements of Entergy Corporation and Subsidiaries and the
financial statements of Entergy Arkansas, Inc. (formerly Arkansas Power & Light Company), Entergy Gulf States,
Inc. (formerly Gulf States Utilities Company), Entergy Louisiana, Inc. (formerly Louisiana Power & Light
Company), Entergy Mississippi, Inc. (formerly Mississippi Power & Light Company) and Entergy New Orleans,
Inc. (formerly New Orleans Public Service Inc.) as of December 31, 1997 and 1996, and for each of the three years
in the period ended December 31, 1997, and the consolidated financial statements of Entergy London Investments
plc and Subsidiary as of December 31, 1997 and for the year then ended, and have issued our reports thereon dated
March 4, 1998, and have audited the consolidated financial statements of London Electricity plc as of March 31,
1996 and for the period from April 1, 1996 to January 31, 1997 and the year ended March 31, 1996, and have
issued our report thereon dated July 31, 1997, which reports are included elsewhere in this Form 10-K, which
reports as to Entergy Corporation and Entergy Gulf States, Inc. include an explanatory paragraph related to a
change in accounting for the impairment of long-lived assets and long-lived assets to be disposed of, and which
reports as to Entergy Corporation and System Energy Resources, Inc. include an explanatory paragraph related to
changes in accounting for incremental nuclear plant outage maintenance expenses. In connection with our audits of
such financial statements, we have also audited the related financial statement schedules included in Item 14(a)2 of
this Form 10-K.

In our opinion the financial statement schedules referred to above, when considered in relation to the basic
financial statements taken as a whiole, present fairly, in all material respects, the information required to be included
therein.

COOPERS & LYBRAND L.L.P.

New Orleans, Louisiana
March 4, 1998
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INDEX TO FINANCIAL STATEMENT SCHEDULES

Schedule Page

I Financial Statements of Entergy Corporation:
Statements of Income - For the Years Ended December 31, 1997,

1996, and 1995 S-2
Statements of Cash Flows - For the Years Ended December 31, 1997,

1996, and 1995 S-3
Balance Sheets, December 31, 1997 and 1996 S-4
Statements of Retained Earnings and Paid-In Capital - For the Years Ended

December 31, 1997, 1996, and 1995 S-5
II Valuation and Qualifying Accounts

1997, 1996 and 1995:
Entergy Corporation and Subsidiaries S-6
Entergy Arkansas, Inc. S-7
Entergy Gulf States, Inc. S-8
Entergy Louisiana, Inc. S-9
Entergy Mississippi, Inc. S-10
Entergy New Orleans, Inc.. . S-ll
Entergy London Investments plc 5-12
London Electricity plc S-13

Schedules other than those listed above are omitted because they are not required, not applicable or the
required information is shown in the finaxicial statements or notes thereto.

Columns have been omitted from schedules filed because the information is not applicable.
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ENTERGY CORPORATION
SCHEDULE [-FirANCIAL STATEMENTS OF ENTERGY CORPORATION

STATEMENTS OF INCOME

For the Years Ended December 31,
1997 1996 1995

(In Thousands)

Income:
Equity in income of subsidiaries
Interest on temporary investments

Total

$325,419
5,086

330,505

$459,350
4,840

464,190

$549,144
20,641

569,785

Expenses and Other Deductions:
Administrative and general expenses
Income taxes (credit)
Taxes other than income
Interest

Total

62,250
3,438
1,226

15,908
82,822

34,402
(1,558)

828
10,491
44,163

53,872
(5,383)
1,102

214
49,805

Net Income $247,683 $420,027 $519,980

See Entergy Corporation and Subsidiaries Notes to Financial
Statements in Part II, Item 8.
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ENTERCY CORPORATION

SCHEDULE I - FINANCIAL STATEMENTS OF ENTERGY CORPORATION

STATEMENTS OF CASH FLOWS

For the Years Ended December 31.
1997 1996 1995

(In Thousands)
Operating Activities:

Net income
Noncash items included in net income:

Equity in earnings of subsidiaries
Deferred income taxes
Depreciation

Changes in working capital:
Receivables
Payables
Other working capital accounts

Common stock dividends received from subsidiaries
Other

S247,683

(325.419)
898

1,442

(8,683)
(3.690)

(400)
550,200
43.479

S420,027

(459.350)
8.499
1,628

3,232
9,919
(1.170)

554,200
(3.524)

S519.980

(549,144)
(2.024)
1,421

2.161
(3.776)
(1.701)

565.589
8.652

Net cash Dow provided by operating activities

Investing Activities:
Investment in subsidiaries
Capital expenditures
Advance to subsidiary

Net cash flow used in investing activities

Financing Activities:
Changes in shoit-term borrowings
Common stock dividends paid
Issuance of common stock

505.510 533,461 541.158

(633.449)
(23,079)

(26668 1) (477.709)

221.540

(656.528) (266,681) (256.169)

166.000
(438.183)
305,379

20,000
(405,346)
118,087

(408,553)

Net cash flow provided by (used in) financing activities - 33.196 (267259) (408,553)

Net decrease in cash and cash equivalents (117.822) (479) (123.564)

Cash and cash equivalents at beginning of period 128,665 129,144 252,708

$10,843 S128,665 5 129,144Cash and cash equivalents at end of'period

See Entergy Corporation and Subsidiaries Notes to Financial Statements
in Part IL Item S.
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ENTERGY CORPORATION

SCHEDULE I - FINANCIAL STATEMENTS OF ENTERGY CORPORATION
BALANCE SHEETS

December 31,
1997 1996

(In Thousands)
ASSETS

Current Assets:
Cash and cash equivalents:

Cash
Temporary cash investments - at cost,

which approximates market:
Associated companies
Other

Total cash and cash equivalents
Accounts receivable:

Associated companies
Interest receivable
Other

Total

S S23

2,947
7,896

10,843

14,700
301

20,345
46,189

57,986
70,656

128,665

5,940
378

20,389
155,372

Investment in Wholly-owned Subsidiaries 6,832,590 6,531,729

Deferred Debits and Other Assets 89,315 74,891

Total $6,968,094 $6,761,992

LIABILMES AND SHAREHOLDERS' EQUITY

Current Liabilities:
Notes payable
Accounts payable:

Associated companies
Other

Intrest accrued
Other current liabilities

Total

$186,000

4,331
1,884
1,918
8,827

202,960

$20,000

11,613
22

188
15,638
47,461

73,616Deferred Credits and Noncurrent Liabililies 71,618

Shareholders' Equity:
Common stock, .01 par value, authorized
500,000,000 shares; issued 246,149,198 shares
in 1997 and 234,456,457 shares in 1996

Paid-in capital
Retained earnings
Cumulative foreign currency translation adjustment
Less cost of treasury stock (306,852 shares in

1997 and 1,496,118 shares in 1996)
Total common shareholders' equi-y

Total

See Entergy Corporation and Subsidiaries Notes to Financial Statements in Part II, Item 8.

2,461
4,613,572
2,157,912

(69,817)

2,345
4,320,591
2,341,703

21,725

10,612 45,449
6,693,516 6,640,915

$6,968,094 $6,761,992
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ENTERGY CORPORATION

SCHEDULE I - FINANCIAL STATEMENTS OF ENTERGY CORPORATION
STATEMENTS OF RETAINED EARNINGS AND PAID-IN CAPITAL

For the Years Ended December 31,
1997 1996 1995

(In Thousands)

Retained Earnings, January I

Add:
Net income

$2,341,703

247,683

$2,335,579 $2,223,739

- 420,027 519,980

Deduct:
Dividends declared on common stock
Capital stock and other expenses

Total

Retained Earnings, December 31

432,268
(794)

431,474

412,250 409,801
1,653 (1,661)

413,903 408,140

$2,157,912 $2,341,703 $2,335,579 .

Paid-in Capital, January I

Add:
Gain (loss) on reacquisition of

subsidiaries' preferred stock
Common stock issuances related to stock plans
Total -

Deduct:
Capital stock discounts and other expenses

Paid-in Capital, December 31.

$4,320,591 $4,201,483 S4,202,134

273 . .1,795 (26)
292,870 117,560 (3,002)
293,143 119,355 (3,028)

162 247 (2,377)

$4,613,572 - $4,320,591 $4,201,483

See Entergy Corporation and Subsidiaries Notes to Consolidated Financial Statements
in Part II, Item 8. ';
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ENTERGY CORPORATION AND SUBSIDIARIES

SCHEDULE II- VALUATION AND QUALIFYING ACCOUNTS
Years Ended December 31, 1997, 1996, and 1995

(In Thousands)

Column A Column B Column C Column D Column E
Other

Additions Changes
Deductions

Balance at from Balance
Beginning Charged to Provisions at End

Description of Period Income (Note ) of Period
Year ended December 31. 1997
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts

Accumulated Provisions Not
Deducted from Assets:
Property insurance ,
Injuries and damages (Note 2)
Environmental

Total

S7.822 $12,926 S14,359 S6,389

S35.026 S24,128 S35,732 S23,422
26.145 20,294 19,955 26,484
37,719 5.993 7,344 36.368

S98,890 S50,415 S63,031 S86,274

Year ended December31, 1996
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts
Other
Total

Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

Year ended December31, 1995
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts
Other
Total'

Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

S7,109 S18,403 S17,690 S7,822
12,337 - 12.337

S19,446 S18,403 S30,027 $7,822

S36,733 S26,136 S27,843 S35,026
19,981 23.373 17,209 26,145
40,262 2.599 5.142 37.719

S96,976 $52,108 $50,194 $98,890

S6,740 S14,586 S14,217 S7,109
12,337 - 12.337

S6,740 S26,923 S14,217 S19,446

S32,871 S16,263 S12,401 S36,733
22,066 11,667 13,752 19,981
42.739 7,639 10.116 40,262

S97,676 S35,569 S36,269 $96,976

Notes:
(1) Deductions from provisions represent losses or expenses for which the respective provisions were created. In the case

provision for doubtful accounts, such deductions are reduced by recoveries of amounts previously written off:

(2) Injuries and damages provision is provided to absorb all current expenses as appropriate and for the estimated cost of
for injuries and damages.
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ENTERGY ARKANSAS, INC

SCHEDULE I - VALUATION AND QUALIFYING ACCOUNTS

Years Ended December 31, 1997, 1996, and 1995

(In Thousands)

Column A Column B Column C Column D Column E
Other

Additions Changes
Deductions

Balance at from Balance
Beginning Charged to Provisions at End

Description
Year ended December 31, 1997
Accumulated Provisions -

Deducted from Assets-
Doubtful Accounts

Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

Year ended December 31, 1996
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts
Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

Year eded December 31, 1995
Accumulated Provisions
Deducted from Assets- -
Doubtful Accounts

Accumulated Provisions Not
Deducted froni Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

of Period Income (Note 1) orPeriod

£2.326 S3,140 S3.667 SI.799

S14 S1I.613 S10,769 Ss58
2,810 3.538 1,550 .4,798
5.163 1,320 1.730 4.753

S7,987 S16,471 S14.049 - 10,409

S2,058 S5.341 S5,073 S2.326

£900 S8,808 S9,694 S14
1,810 2,980 1,980 2,810

- ___6,514 1.320 2,671 5,163
$9,224 S13.108 S14,345 S7,987

S1.950 S3,997 S3,889 S2.058

£ ,916 S4,810 S5,826 £900
2,660 710 .1,560 . 1,810
5.350 4.435 . 3,271 6,514

S9,926 £9,955 £10,657 S9,224

Notes:
(1) Deductions from provisions represent losses or expenses for which the respective provisions were created. In the case

provision for doubtful accounts, such deductions are reduced by recoveries of amounts previously written off.

(2) Injuries and damages provision is provided to absorb all current expenses as appropriate and for the estimated cost of
for injuries and damages. . . I
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ENTERGY GULF STATES, INC.

SCHEDULE 11- VALUATION AND QUALIFYING ACCOUNTS
Years Ended December31, 1997, 1996, and 1995

(In Thousands)

Column A Column B Column C Column D Column E
Other

Additions Changes
Deductions

Balance at from Balance
Rfln-.JU:J. t'vr~rd l Ws Pr£n urn- elf*UO 41 

Description
Year ended December 31, 1997
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts

Accumulated Provisions
Not Deducted from Assets--
Property insurance
Injuries and damages (Note 2)
Environmental

Total

Year ended December31, 1996
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts

Accumulated Provisions
Not Deducted from Assets-
Property insurance
Injuries and damages (Note 2)
Environmental

Totaf

of Period Income (Note l) of Period

S1.997 S3.695 S3.901 S1,791

S17,003 SS.584 S18,270 S4,317
9,594 5.479 ' 9,734 5,339

21.829 3.746 1.786 23.789
848,426 S14.809 S29,790 S33.445

81.608 S4,709 S4.320 . S1,997

S14,141 S5,899 S3,037 S17.003
5.199 7.955 3,560 9,594

21,864 365 400 21.829
S41.204 S14.219 S6.997 S48.426

Year ended December31, 195
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts
Accumulated Provisions
Not Deducted from Assets-
Property insurance
Injuries and damages (Note 2)
Environmental

Total

S715 $3.715 S2.822 SI.608

$10,451 S6,396 " S2,70 . 81 'SI4,141
6,922 6.243 7.966 5,199

20,314 2.483 933 21.864
S37.687 S15,122 S11.605 S41,204

Notes:' '''"'' '
(1) Deductions from provisions represent losses or expenses for which the respective provisions were created. In the case

provision for doubtful accounts, such deductions are reduced by recoveries of amounts previously written off

(2) Injuries and damages provision is provided to absorb all current expenses as appropriate and for the
estimated cost of settling claims for injuries and damages.
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ENTERGY LOUISIANA, INC

SCHEDULE II -VALUATION AND QUALIFYING ACCOUNTS

Years Ended December 31, 1997, 1996, and 1995

(In Thousands)

Column A Column B Column C Column D Column E
Other

- - Additions Changes
Deductions

Balance at from Balance
Beginning Charged to Provisions at End

Description
Year ended December 31, 1997
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts
Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

Yearended December31. 1996
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts

Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

.otal

Yearended December31, 1995
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts
Accumulated Provisions Not
Deducted from Assets:
Property insurance

X Injuries and damages (Note 2)
Environmental

Total

Notes:

of Period Income (Note 1) of Period

S1.429 S2,542 £2,814 'S1,157

S261 S5.411 S5,091. S581
9,443 5.080 4,579 9,944
9.979 495 2,875 7,599

S19,683 S10,986 S12,545 - 18,124

SI,390 S3,241 S3,202 S1.429

£1,013 S4,583 S5,335 * S261
8.414 10,646 9,617 9,443

11,379 495 1.895 9.979
$20,806 S15,724 -T I6847 S19,683

SI,175 £2,450 S2,235 * 1. S390

S814 S3,537 £3,338 SI.013
7,350 4,486 J 3,422 * .-. 8,414

- 16.394 (89) 4,926 : 11.379
£24,558 S7,934 -iT S11686 S20,806

(1) Deductions from provisions represent losses or expenses for which the respective provisions were created. In the case
provision for doubtful accounts, such deductions are reduced by recoveries of amounts previously writtei off.

(2) Injuries and damages provision is provided to absorb ll current expenses as appropriate and for the estimated cost of
for injuries and damages.
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ENTERGY MISSISSIPPI, INC

SCHEDULE II- VALUATION AND QUALIFYING ACCOUNTS

Years Ended December 31, 1997, 1996, and 1995

; - (In Thousands)

Column A Column B Column C Column D Column E
Other

Additions Changes
Deductions

Balance at from Balance
Beginning Charged to Provisions at End

Description of Period Income (Note 1) or Period
Year ended December31, 19f7
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts
Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

Year ended December31, 1996
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts
Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

S1,374 SI,950 S2,393 S931

$2,082 SI,520 SI,423 S2,179
2,905 4,055 2,298 4,662

693 330 796 227
S5,680 S5,905 S4,517 S7,068

Sl.585 S2996 S3.207 SI,374

S5,013 S6,846 S9.777 S2,082
2,565 928 588 2,905

467 330 104 693
SS,045 S8,104 S10,469 S5,680

Year ended December31, 1595
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts

Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

$2,070 S1,691 $2,176 S1,585

$3,779 SI,520 S286 S5,013
3,725 (1,154) 6 2,565

684 735 952 467
S8.188 S1,101 S1,244 $8,045

Notes:
(1) Deductions from provisions represent losses or expenses for which the respective provisions were created. In the case

provision for doubtful accounts, such deductions are reduced by recoveries of amounts previously written oft

(2) Injuries and damages provision is provided to absorb all current expenses as appropriate and for the estimated cost of
for injuries and damages.
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ENTERGY NEW ORLEANS, INC.

SCHEDULE 1 - VALUATION AND QUALIFYING ACCOUNTS

Years Ended December 31, 997, 199f, and 1995

(In Thousands)

Column A Column B Column C Column D Column E
Other

Additions Changes
Deductions

Balance at from Balance
Beinning Charged to Provisions at End

Description of Period Income (Note ) of Period
Year ended December 31. 1997
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts

Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

$696 SI.599 SI.584 S711

S15,666 - S179 S15,487
1.393 S2.142 1.794 1.741

55 102 157 -
$17.1 14 S2.244 $2.130 S17.228

Year ended December 31. 1996
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts

Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

S468 S2,116 S1.888 S696

S15,666 - S15.666
1.993 S864 SI.464 1.393

38 89 72 55
S17.697 S953 S1.536 S17,114

Year ended December31. 1995
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts

Accumulated Provisions Not
Deducted from Assets:
Property insurance
Injuries and damages (Note 2)
Environmental

Total

S830 S2.733 S3,095 S468

S15,911 $ S245 S15,666
1,409 S1,382 798 1,993

(3) 75 34 38
S17.317 S1,457 $1.077 S17.697

Notes:
(1) Deductions from provisions represent losses or expenses for which the respective provisions were created. In the case

provision for doubtful accounts, such deductions are reduced by recoveries of amounts previously written off.

(2) Injuries and damages provision is provided to absorb all current expenses as appropriate and for the estimated cost of
for injuries and damages.
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ELNTERGY LONDON INWESTMENTS PLC AND SUBSIDIARY

SCHEDULE 11- VALUATION AND QUALIFYING ACCOUNTS
Twelve Months Ended December31, 1997

(In Thousands)

Column A Column B Column C Column D Column E
Other

Additions Changes
Deductions

Balance at from Balance
Beginiing Charged to Provisions at End

Description of Period Income (Note 1) ot Period
Year ended December 31. 1997
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts

Accumulated Provisions Not
Deducted from Assets:
Property insurance

517.465 S5 300 S865 S21,900

SIS.747 $3.300 S7.247 S14.800

Notes:
(I) Deductions from provisions represent losses or expenses for which the respective provisions were created. In the case of the

provision for doubtful accounts. such deductions are reduced by recoveries of amounts previously written off
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LONDON ELECTRICITY PLC

SCHEDULE 11 - VALUATION AND QUALIFYING ACCOUNTS
For the Period from April . 1996 to January 1. 199? and for the Year Ended March 31.1996

(In Thousands)

Column A Column B Column C Column D Column E
Additions

Deductions
Balance at from Balance
Beginning Charged to Other Provisions at End

Description of Period Income Changes (Note I) of Period
Period ended January 31. 1997
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts

Accumulated Provisions Not
Deducted from Assets:
Insurance (2)

Period ended March 31. 1996
Accumulated Provisions
Deducted from Assets-
Doubtful Accounts

Accumulated Provisions Not
Deducted from Assets:
Insurance (2)

S13.285 S10.124 S700 S6.644 S17.465

S24.432 S2.373 S1.116 S9.174 S18.747

S13.783 S1.096 S(811) S783 S13.285

S26.430 S470 S(1.528) S940 S24.432

Notes:
(I) Deductions from provisions represent losses or expenses for which the respective provisions were created. In the case of the

provision for doubtful accounts, such deductions are reduced by recoveries of amounts previously written off.

(2) Represents the deductible portion of casualty losses to be incurred before third party reimbursement begins.
for injuries and damages.
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EXHIBIT INDEX

The following exhibits idicatcd by an asterisk preceding the exhibit number are filed herewith. The
balance of the exhibits have heretofore been filed with the SEC, respectively. as the exhibits and in the file
numbers indicated and are incorporated herein by reference. The exhibits marked ith a (+) arc
management contracts or compensatory plans or arrangements required to be filed herewith and required to
be identified as such by Item 14 of Form 0-K. Reference is made to a duplicate list of exhibits being filed
as a part of this Form 10-K. which list. prepared in accordance with Item 102 of Regulation S-T of the
SEC, immediately precedes the exhibits being physically filed with this Form 10-K.

(3) (i) Articles of Incorporation

Entergy Corporation

(a) I -- Certificate of Incorporation of Entergy Corporation dated December 31, 1993, (A-I (a) to Rule
24 Certificate in 70-8059).

System Energy

(b) I - Amended and Restated Articles of Incorporation of System Energy and amendments thereto
through April 28, 1989 (A-l(a) to Form U-I in 70-5399).

Entergy Arkansas

(c) I - Amended and Restated Articles of Incorporation of Entergy Arkansas and amendments thereto
through April 22, 1996 (3(a) to Form 10-Q for the quarter ended March 31, 1996 in 1-10764).

Entergy Gulf States

(d) I -- Restated Articles of Incorporation of Entergy Gulf States and amendments thereto through
April 22, 1996 (3(b) to Form 10-Q for the quarter ended March 31, 1996 in 1-2703).

Entergy Louisiana

(e) 1 - Restated Articles of Incorporation of Entergy Louisiana and amendments thereto through
April 22, 1996 (3(c) to Form 0-Q for the quarter ended March 31, 1996 in 1-8474).

Entergy Mississippi

*(f) 1 - Restated Articles of Incorporation of Entergy Mississippi and amendments thereto through
November 17, 1997

Entergy New Orleans

(g) I - Restatement of Articles of Incorporation of Entergy New Orleans and amendments thereto
through April 22, 1996 (3(e) to Form 10-Q for the quarter ended March 31, 1996 in 0-5807).
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Entergy London

(h) I -- Memorandum and Articles of Association of the Company and amendments thereto through
September 1, 1997 (4.01 in 333-33331 dated October 1, 1997).

(3) (ii) By-Laws

(a) -- By-Laws of Entcrgy Corporation effective August 25, 1992, and as presently in effect (A-2(a)
to Rule 24 Certificate in 70-8059).

(b) -- Bv-Lawes of System Energy effective May 4, 1989, and as presently in effect (A-2(a) in 70-
5399).

(c) -- By-Laws of Entergy Arkansas as amended effective May 5, 1994, and as presently in effect
(3(d) to Form I0-Q for the quarter ended June 30, 1994).

(d) -- By-Laws of Entergy Gulf States as amended effective May 5, 1994, and as presently in effect
(A-12 in 70-8059).

(e) -- By-Laws of Entergy Louisiana effective January 23, 1984, and as presently in effect (A-4 in
70-6962).

(f) -- By-Laws of Entergy Mississippi as amended effective April 5, 1995, and as presently in effect
(3(ii)(f) to Form 10-K for the year ended December 31, 1995 in 0-320).

(g) -- Bv-Laws of Entergy New Orleans effective May 5, 1994, and as presently in effect (3(g) to
Form 10-Q for the quarter ended June 30, 1994 in 0-5807).

(4) Instruments Defining Rights of Security Holders, Including Indentures

Entergy Corporation

(a) I -- See (4)(b) through (4)(g) below for instruments defining the rights of holders of long-term debt
of System Energy, Entergy Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy
Mississippi and Entergy New Orleans.

(a) 2 - Share Sale Agreement (Revised) of December 12, 1995, relating to acquisition of CitiPower
Limited, among State Electricity Commission of Victoria, the State of Victoria, Entergy
Victoria LDC, Entergy Victoria Holding LDC and Entergy Corporation (filed as Exhibit C-
1(o) to Form U5S for the year ended December 31, 1995 pursuant to Rule 104).

(a) 3 - Multi-Option Syndicated Facility Agreement, dated as of January 5, 1996, among CitiPower
Limited as Borrower, Commonwealth Bank of Australia as Facility Agent, Bank of America
N.T. & S.A. as Arranger, and Commonwealth Bank of Australia as Security Trustee (filed as
Exhibit C-l(p) to Form U5S for the year ended December 31, 1995).

(a) 4 - Undertaking Agreement, dated as of March 7, 1996, of Entergy Corporation to Commonwealth
Bank of Australia as Facility-Agent, of CitiPower Limited's obligations up to maximum of
S7,367,000 under the Iulti-Option Syndicated Facility Agreement (filed as Exhibit C-l(q) to
Form US for the year ended December 3 1 1995).
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(a) -- Credit Agreement. dated as of Scptcmber 13, 1996. among Entergy Corporation. Entergy
Technology olding Company. the Banks (The Bank of New York. Bank of America NT &
SA, The Bank of Nova Scotia, Banquc National ~d&8Paris (Houston Agency). The First
National Bank'of.Chicago, The Fuji Bank Ltd., Sociiet Generale Southwest Agency. and
CIBC Inc.) and The Bank of New York, as Agcnt (the Entergv-ETHC Credit Agreement")
(filed as Exhibit 4(a) 12 to Form 10-K for the year ended December 31, 1996 in -I 1299).

(a) 6 -- Amendment No. 1, dated as of October 22. 1996 to Credit Agreement Entergy-ETHC Credit
Agreement (filed as Exhibit 4(a)13 to Form 10-K for the year ended December 31. 1996 in
1-1 1299).

(a) 7 -- Guaranty and Acknowledgment Agreement, dated as of October 3, 1996, by Entergy
Corporation to The Bank of New York of certain promissory notes issued by ETHC in
connection with acquisition of 280 Equity Holdings, Ltd (filed as Exhibit 4(a) 14 to Form 10-K
for the year ended December 31, 1996 in 1-1 1299).

(a) 8 -- Amendment, dated as of November 21, 1996, to Guaranty and Acknowledgment Agreement by
Entergy Corporation to The Bank of New York of certain promissory notes issued by ETHC in
connection with acquisition of 280 Equity Holdings, Ltd (filed as Exhibit 4(a) 15 to Form 10-K
for the year ended December 31, 1996 in 1-1 1299).

(a) 9 Guaranty and Acknowledgment Agreement, dated as of November 21, 1996, by Entergy
Corporation to The Bank of New York of certain promissory notes issued by ETHC in
connection with acquisition of Sentry (filed as Exhibit 4(a)16 to Form 10-K for the year ended
December 31, 1996 in 1-1 1299).

(a) 10 -- Amended and Restated Credit Agreement, dated as of December 12, 1996, among Entergy, the
Banks (Bank of America National Trust & Savings Association, The Bank of New York, The
Chase Manhattan Bank, Citibank, N.A., Union Bank of Switzerland, ABN Armro Bank N.V.,
The Bank of Nova Scotia, Canadian Imperial Bank of Commerce, Mellon Bank, N.A., First
National Bank of Commerce and Whitney National Bank) and Citibank, N.A., as Agent (filed
as Exhibit 4(a)17 to Form 10-K for the year ended December 31, 1996 in 1-11299).

System Energy

(b) I - Mortgage and Deed of Trust, dated as of June 15, 1977, as amended by twenty-one
Supplemental Indentures (A-1 in 70-5890 (Mortgage); B and C to Rule 24 Certificate in
70-5890 (First); B to Rule 24 Certificate in,70-6259 (Second); 20(a)-5.to Form 10-Q for the
quarter ended June 30, 1981, in 1-3517,(Third); A-1(e)-1 to Rule 24 Certificate in 70-6985
(Fourth); B to Rule 24 Certificate in 70-7021 (Fifth); B toRule 24 Certificate in 70-7021
(Sixth); A-3(b) to Rule 24 Certificate in 70-7026 (Seventh); A-3(b) to Rule 24 Certificate in
70-7158 (Eighth); B to Rule 24 Certificate in 70-7123 (Ninth); B-i to Rule 24 Certificate in
70-7272 (Tenth); B-2 to Rule 24 Certificate in 70-7272 (Eleventh); B-3 to Rule 24 Certificate
in 70-7272 (Twelfth); B-1 toRule 24 Certificate in 70-7382 (Thirteenth); B-2 to Rule 24
Certificate in 70-7382 (Fourteenth); A-2(c) to Rule 24 Certificate in 70-7946 (Fifteenth);
A-2(c) to Rule 24 Certificate in 70-7946 (Sixteenth); A-2(d) to Rule 24 Certificate in 70-7946
(Seventeenth); A-2(e) to Rule 24 Certificate dated May 4, .1993 in 70-7946 (Eighteenth); A-
2(g) to Rule 24 Certificate dated May 6, 1994, in 70-7946 (Nineteenth); A-2(a)(1) to Rule 24
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Certificate dated August . 1996 in File No. 708-511 (Twentieth); and A-2(a)(2) to Rule 24
Certificate dated August 8, 1996 in File No. 70-95 1 1 (Twenty-first)).

(b) 2 -- Facility Lease No. . dated as of December , 1988. betwecn MIeridian Trust Company and
Stephen NI. Carta (Stevcn Kaba. sucicssor), as Owner Trustees, and System Energy
(B-2(c)(1) to Rule 24 Certificate dated January 9, 1989 in 70-7561), as supplemented by
Lease Supplement No. I dated as of April 1, 1989 (B-22(b) (1) to Rule 24 Certificate dated
April 21, 1989 in 70-756 1) and Lease Supplement No. 2 dated as of January 1, 1994 (B-3(d)
to Rule 24 Certificate dated January 31, 1994 in 70-8215).

(b) 3 -- Facility Lease No. 2. dated as of December 1, 1988 between Meridian Trust Company and
Stephen N1. Carta (Steven Kaba, successor), as Oner Trustees, and System Energy
(B-2(c)(2) to Rule 24 Certificate dated January 9, 1989 in 70-756 1), as supplemented by
Lease Supplement No. I dated as of April 1, 1989 (B-22(b) (2) to Rule 24 Certificate dated
April 21, 1989 in 70-756 1) and Lease Supplement No. 2 dated as of January 1, 1994 (B-4(d)
Rule 24 Certificate dated January 31, 1994 in 70-8215).

(b) 4 -- Indenture (for Unsecured Debt Securities), dated as of September 1, 1995, between System
Energy Resource:;, Inc., and Chemical Bank (B-I0(a) to Rule 24 Certificate in 70-8511).

Entergy Arkansas

(c) I -- Mortgage and Deed of Trust, dated as of October 1, 1944, as amended by fifty-fourth
Supplemental Indentures (7(d) in 2-5463 (ortgage); 7(b) in 2-7121 (First); 7(c) in 2-7605
(Second); 7(d) in 2-8100 (Third); 7(a)4 in 2-8482 (Fourth); 7(a)-5 in 2-9149 (Fifth); 4(a)-6 in
2-9789 (Sixth); (a)-7 in 2-10261 (Seventh); 4(a)-8 in 2-11043 (Eighth); 2(b)-9 in 2-11468
(Ninth); 2(b)-tO in 2-15767 (Tenth); D in 70-3952 (Eleventh); D in 704099 (Twelfth); 4(d) in
2-23185 (Thirteenth); 2(c) in 2-24414 (Fourteenth); 2(c) in 2-25913 (Fifteenth); 2(c) in
2-28869 (Sixteenth); 2(d) in 2-28869 (Seventeenth); 2(c) in 2-35107 (Eighteenth); 2(d) in
2-36646 (Nineteenth); 2(c) in 2-39253 (Twentieth); 2(c) in 2 41080 (Twenty-first); C- to
Rule 24 Certificate in 70-5151 (Twenty-second); C-1 to Rule 24 Certificate in 70-5257
(Twenty-third); C to Rule 24 Certificate in 70-5343 (Twenty-fourth); C-1 to Rule 24
Certificate in 70-5404 (Twenty-fifth); C to Rule 24 Certificate in 70-5502 (Twenty-sixth); C-1
to Rule 24 Certificate in 70-5556 (Twenty-seventh); C-I to Rule 24 Certificate in 70-5693
(Twenty-eighth); C-1 to Rule 24 Certificate in 70-6078 (Twenty-ninth); C-I to Rule 24
Certificate in 70-6174 (Thirtieth); C-1 to Rule 24 Certificate in 70-6246 (Thirty-first); C- to
Rule 24 Certificate in 70-6498 (Thirty-second); A-4b-2 to Rule 24 Certificate in 70-6326
(Thirty-third); C-I to Rule 24 Certificate in 70-6607 (Thirty-fourth); C-1 to Rule 24
Certificate in 70-6650 (Thirty-fifth); C-1 to Rule 24 Certificate, dated December 1, 1982, in
70-6774 (Thirty-sixth); C-i to Rule 24 Certificate, dated February 17, 1983, in 70-6774
(Thirty-seventh); A-2(a) to, Rule 24 Certificate, dated December 5, 1984, in 70-6858
(Thirty-eighth); A-3(a) to Rule 24 Certificate in 70-7127 (Thirty-ninth); A-7 to Rule 24
Certificate in 70-7068 (Fortieth); A-8(b) to Rule 24 Certificate dated July 6, 1989 in 70-7346
(Forty-first); A-8(c) to Rule 24 Certificate, dated February 1, 1990 in 70-7346 (Forty-second);
4 to Form 10-Q for the quarter ended September 30, 1990 in 1-10764 (Forty-third); A-2(a) to
Rule 24 Certificate, dated November 30, 1990, in 70-7802 (Forty-fourth); A-2(b) to Rule 24
Certificate, dated January 24, 1991, in 70-7802 (Forty-fifth); 4(d)(2) in 33-54298
(Forty-sixth); 4(c)(2) to Form 10-K for the year ended December 31, 1992 in 1-10764 (Forty-
seventh); 4(b) to Form 10-Q for the quarter ended June 30, 1993 in 1-10764 (Forty-eighth);
4(c) to Form 0-Q for the quarter ended June 30, 1993 in 1-10764 (Forty-ninth): 4(b) to Form

E4



10-Q for the quarter cndcd Septcmber 30. 1993 in 1-10764 (Fiftieth); 4(c) to Form 0-Q for
the quarter ended September 30, 1993 in 1-10764 (Fifty-first); 4(a) to Form 0-Q for the
quarter ndcd june 30, 1994 (Fifty-second): C-2to Form UWS for the year ended
December 3 1<',l995 (Fifty-third); and C-2(a) to FomiU5S for the year ended December 31.
1996 (Fifty-fourth)).

(c) 2 Indenture for Unsecured Subordinated Debt Securities relating to Trust Securities between
Entergy Arkansas and Bank of New York (as Trustee), dated as of August 1, 1996 (filed as
Exhibit A-l(a) to Rule 24 Certificate dated August 26, 1996 in File No. 70-8723).

(c) 3 -- Amended and Restated Trust Agreement of Entergy Arkansas Capital I, dated as of August 14,
1996 (filed as Exhibit A-3(a) to Rule 24 Certificate dated August 26, 1996 in File No. 70-
8723).

(c) 4 Guarantee Agreement between Entergy Arkansas (as Guarantor) and The Bank of New York
(as Trustee), dated as of August 14, 1996, ith respect to Entergy Arkansas Capital I's
obligations on its 8 1/2% Cumulative Quarterly Income Preferred Securities, Series A (filed as
Exhibit A-4(a) to Rule 24 Certificate-dated August 26, 1996 in File No. 70-8723).

Entergy Gulf States

(d) 1 -- Indenture of Mortgage, dated September 1, 1926, as amended by certain Supplemental
Indentures (B-a-I-I in Registration No. 2-2449 (Mortgage); 7-A-9 in Registration No. 2-6893
(Seventh); B to Form 8-K dated September 1, 1959 (Eighteenth); B to Form 8-K dated
February 1, 1966 (Twenty-second); B to Form 8-K dated March 1, 1967. (Twenty-third); C to
Form 8-K dated March 1, 1968 (Twentv-fourth); B to Form 8-K dated November 1, 1968
(Twenty-fifth); B to Form 8-K dated April 1, 1969 (Twenty-sixth); 2-A-8 in Registration No.
2-66612 (Thirty-eighth); 4-2 to Form 10-K for the year ended December 31, 1984 in 1-2703
(Forty-'eighth); 4-2 to Forn 10-K for the year ended December 31, 1988 in 1-2703 (Fift
second); 4 to Form 10-K for the year'ended December 31, 1991 in 1-2703 (Fifty-third); 4 to
Form 8-K dated July 29, 1992 in 1-2703 (Fifth-fourth); 4 to Form 10-K dated December 31,
1992 in 1-2703 (Fifty-fifth); 4 to Form 10-Q for the quarter ended March 31, 1993 in 1-2703
(Fifty-sixth); and 4-2 to Amendment No. 9 to Registration No. 2-76551 (Fifty-seventh)).

(d) 2 - Indenture, dated March 21, 1939, accepting resignation of The Chase National Bank of the
City of New York as trustee and appointing Central Hanover Bank and Trust Company as
successor trustee (B-a-1-6 in Registration No. 2-4076).

(d) 3 Trust Indenture for 9.72% Debentures due July 1, 1998 (4 in Registration No. 33-40113).

(d) 4 Indenture for Unsecured Subordinated Debt Securities relating to Trust Securities, dated as of
January 15, 1997 (filed as Exhibit A-II(a) to Rule 24 Certificate dated February 6, 1997 in
File No. 70-8721).

(d) 5 -- Amended and Restated Trust Agreement of Entergy Gulf States Capital I dated January 28,
1997 of Series A Preferred Securities (filed as Exhibit A-13(a) to Rule 24 Certificate dated
February 6, 1997 in File No. 70-8721).

(d) 6 - Guarantee Agreement between Entergy Gulf States, Inc. (as Guarantor) and The Bank of New
York (as Trustee) dated as of January 28, 1997 with respect to Entergy Gulf States Capital I's
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obligation on its 8.7511 Cumulative Quarterly Income Preferred Securities, Scries A (filed as
Exhibit A-14(a) to Rule 24 Certificatc dated Februarv 6, 1997 in File No. 70-872 1).

Entergy Louisiana

(e) I -- Mortgage and Deed of Trust, dated as of April . 1944, as amended by fifty-one Supplemental
Indentures (7(d) in 2-5317 (Mortgage); 7(b) in 2-7408 (First); 7(c) in 2-8636 (Second); 4(b)-3
in 2-10412 (Third); 4(b)4 in 2-12264 (Fourth): 2(b)-5 in 2-12936 (Fifth): D in 70-3862
(Sixth); 2(b)-7 in 2-22340 (Seventh); 2(c) in 2-24429 (Eighth); 4(c)-9 in 2-25801 (Ninth):
4(c)-10 in 2-26911 (Tenth), 2(c) in 2-28123 (Eleventh); 2(c) in 2-34659 (Twelfth); C to
Rule 24 Certificate in 704793 (Thirteenth); 2(b)-2 in 2-38378 (Fourteenth); 2(b)-2 in 2-39437
(Fifteenth); 2(b)-2 in 242523 (Sixteenth); C to Rule 24 Certificate in 70-5242 (Seventeenth);
C to Rule 24 Certificate in 70-5330 (Eighteenth); C-I to Rule 24 Certificate in 70-5449
(Nineteenth); C-I to Rule 24 Certificate in 70-5550 (Twentieth); A-6(a) to Rule 24 Certificate
in 70-5598 (Twenty-first); C-I to Rule 24 Certificate in 70-5711 (Twenty-second); C- to
Rule24 Certificate in 70-5919 (Twenty-third); C-l to Rule24 Certificate in 70-6102
(Twenty-fourth); C-1 to Rule 24 Certificate in 70-6169 (Twenty-fifth); C-1 to Rule 24
Certificate in 70-6278 (Twenty-sixth); C-I to Rule 24 Certificate in 70-6355
(Twenty-seventh): C-1 to Rule24 Certificate in 70-6508 (Twenty-eighth); C-1 to Rule24
Certificate in 70-6556 (Twenty-ninth); C-I to Rule 24 Certificate in 70-6635 (Thirtieth); C-I
to Rule 24 Certificate in 70-6834 (Thirty-first); C-I to Rule 24 Certificate in 70-6886
(Thirty-second); C-1 to Rule 24 Certificate in 70-6993 (Thirty-third); C-2 to Rule 24
Certificate in 70-6993 (Thirty-fourth); C-3 to Rule 24 Certificate in 70-6993 (Thirty-fifth);
A-2(a) to Rule 24 Certificate in 70-7166 (Thirty-sixth); A-2(a) in 70-7226 (Thirty-seventh);
C-I to Rule 24 Certificate in 70-7270 (Thirty-eighth); 4(a) to Quarterly Report on Form I O-Q
for the quarter ended June 30, 1988, in 1-8474 (Thirty-ninth); A-2(b) to Rule 24 Certificate in
70-7553 (Fortieth); A-2(d) to Rule 24 Certificate in 70-7553 (Forty-first); A-3(a) to Rule 24
Certificate in 70-7822 (Forty-second); A-3(b) to Rule 24 Certificate in 70-7822 (Forty-third);
A-2(b) to Rule 24 Certificate in File No. 70-7822 (Forty-fourth); A-3(c) to Rule 24 Certificate
in 70-7822 (Forty-fifth); A-2(c) to Rule 24 Certificate dated April 7, 1993 in 70-7822 (Forty-
sixth); A-3(d) to Rule 24 Certificate dated June 4, 1993 in 70-7822 (Forth-seventh); A-3(e) to
Rule 24 Certificate dated December 21, 1993 in 70-7822 (Forty-eighth); A-3(f) to Rule 24
Certificate dated August 1, 1994 in 70-7822 (Forty-ninth); A4(c) to Rule 24 Certificate dated
September 28, 1994 in 70-7653 (Fiftieth) and A-2(a) to Rule 24 Certificate dated April 4,
1996 in File No. 70-8487 (Fifty-first)).

(e) 2 - Facility Lease No. 1, dated as of September 1, 1989, between First National Bank of
Commerce, as Owner Trustee, and Entergy Louisiana (4(c)-I in Registration No. 33-30660).

(e) 3 - Facility Lease No. 2, dated as of September 1, 1989, between First National Bank of
Commerce, as Owner Trustee, and Entergy Louisiana (4(c)-2 in Registration No. 33-30660).

(e) 4 - Facility Lease No. 3, dated as of September 1, 1989, between First National Bank of
Commerce, as Owner Trustee, and Entergy Louisiana (4(c)-3 in Registration No. 33-30660).

(e) 5 - Indenture for Unsecured Subordinated Debt Securities relating to Trust Securities, dated as of
July 1, 1996 (filed as Exhibit A-14(a) to Rule 24 Certificate dated July 25, 1996 in File No.
70-8487).
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(e) 6 -- Amended and Restated Trust Agrcement of Entergy Louisiana Capital I dated July 16, 1996 of
Series A Preferred Securitics (filed as Exhibit A-16(a) to Rule 24 Certificate dated July 25,
1996 in File No'70-8487).

(e) 7 -- Guarantce Agreement between Entergy Louisiana. Inc. (as Guarantor) and The Bank of New
York (as Trustee) dated as of July 16, 1996 writh respect to Entergy Louisiana Capital l's
obligation on its 9% Cumulative Quarterly Income Preferred Securities, Series A (filed as
Exhibit A-19(a) to Rule 24 Certificate dated Julv 25, 1996 in File No. 70-8487).

Entergy Mississippi

(f)I - Mortgage and Deed of Trust, dated as of September 1, 1944, as amended by twenty-five
Supplemental Indentures (7(d) in 2-5437 (Mortgage); 7(b) in 2-7051 (First); 7(c) in 2-7763
(Second); 7(d) in 2-8484 (Third); 4(b)4 in 2-10059'(Fourth); 2(b)-5 in 2-13942 (Fifth); A-I I
to Form U-i in 70-4116 (Sixth); 2(b)-7 in 2-23084 (Seventh); 4(c)-9 in 2-24234 (Eighth);
2(b)-9(a) in 2-25502 (Ninth); A-I 1(a) to Form U-I in 704803 (Tenth); A-12(a) to Form U-I
in 70-4892 (Eleventh); A-13(a) to Form U-I in 70-5165 (Twelfth); A4-4(a) to Form U-1 in
70-5286 (Thirteenth); A-15(a) to Form U-i in 70-5371 (Fourteenth); A-16(a) to Form U- in
70-5417 (Fifteenth); A-17 to Form U-I in '70-5484 (Sixteenth); 2(a)-19 in 2-54234
(Seventeenth); C-i to Rule 24 Certificate in 70-6619 (Eighteenth); A-2(c) to Rule 24
Certificate in 70-6672 (Nineteenth); A-2(d) to Rule 24 Certificate in 70-6672 (Twentieth);
C-I(a) to Rule 24 Certificate in 70-6816 (Twenty-first); C-l(a) to Rule 24 Certificate in
70-7020 (Twenty-second); C-1(b) to Rule 24 Certificate in 70-7020 (Twenty-third); C-l(a) to
Rule 24 Certificate in 70-7230 (Twenty-fourth); and A-2(a) to Rule 24 Certificate in 70-7419
(Twenty-fifth)).

(f) 2 - Mortgage and Deed of Trust, dated as of February 1, 1988, as amended by eleventh
Supplemental Indentures (A-2(a)-2 to Rule 24 Certificate in 70-7461 (Mortgage); A-2(b)-2 in
70-7461 (First); A-5(b) to Rule 24 Certificate in 70-7419 (Second); A-4(b) to Rule 24
Certificate'in 70-7554 (hird); A-1(b)-l to Rule 24 Certificate in 70-7737 (Fourth); A-2(b) to
Rule 24 Certificate dated November 24, 1992 in 70-7914 (Fifth); A-2(e) to Rule 24 Certificate
dated January 22, 1993 in 70-7914 (Sixth); A-2(g) to Form U-I in 70-7914 (Seventh); A-2(i)
to Rule 24 Certificate dated November 10, 1993 in 70-7914 (Eighth);- A-2(j) to Rule 24
Certificate dated July 22, 1994 in 70-7914 (Ninth); and (A-2(1) to Rule 24 Certificate dated
April 21, 1995 in File 70-7914 (Tenth); and A-2(a) to Rule 24 Certificate dated June 27, 1997
in File 70-8719 (Eleventh)).

Entergy New Orleans

(g) I - Mortgage and Deed of Trust, dated as of May 1, 1987, as amended by six Supplemental
Indentures (A-2(c) to Rule 24 Certificate in 70-7350 (Mortgage); A-5(b) to Rule 24 Certificate
in 70-7350 (First); A-4(b) to Rule 24 Certificate in 70-7448 (Second); 4(f)4 to Form 10-K for
the year ended December 31, 1992 in 0-5807 (Third); 4(a) to Form 10-Q for the quarter ended
September 30, 1993 in 0-5807 (Fourth); 4(a) to Form 8-K dated April 26, 1995 in File No. 0-
5807 (Fifth); and 4(a) to Form 8-K dated March 22, 1996 in File No. 0-5807 (Sixth)).
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Entergy London

(h) I -- Indenture for Unsecured Subordinated Debt Securities relating to Preferred Securities. dated as
of November 1 1997 (filed as Exhibit A-l(a) to Rule 24 Certificate dated December 4, 1997
in File No. 70-9081).

(h) 2 -- Amended and Restated Limited Partnership Agreement of Entergy London Capital, L.P. dated
as of November 19, 1997 of Series A Preferred Securities (filed as Exhibit A-5(a) to Rule 24
Certificate dated December 4, 1997 in File No. 70-908 1).

(h) 3 -- Guarantee Agreement between Entergy London Investments plc (as Guarantor) and The Bank
of New York (as Trustee) dated as of November 19, 1997 with respect to Entergy London
Capital, L.P.'s obligation on its 8-5/8% Cumulative Quarterly Income Preferred Securities,
Series A (filed as Exhibit A-6(a) to Rule 24 Certificate dated December 4, 1997 in File
No. 70-9081).

*(h) 4 - The BPS 1,010,000,000 Restated Credit Agreement dated November 17, 1997 among Entergy
Power UK plc, ABN AMRO Bank N.V., Bank of America International Limited and Union
Bank of Switzerland as arrangers and ABN A 1MRO Bank N.V. as Agent for the banks named
therein.

(10) Material Contracts

Entergy Corporation

(a) I - Agreement, dated April 23, 1982, among certain System companies, relating to System
Planning and Development and Intra-System Transactions (10(a)l to Form 10-K for the year
ended December 31, 1982, in 1-3517).

(a) 2 - Middle South Utilities (now Entergy Corporation) System Agency Agreement, dated
December 11, 1970 (5(a)-2 in 241080).

(a) 3 - Amendment, dated February 10, 1971, to Middle South Utilities System Agency Agreement,
dated December 11, 1970 (5(a)-4 in 241080).

(a) 4 - Amendment, dated May 12, 1988, to Middle South Utilities System Agency Agreement, dated
December 11, 1970 (5(a)-4 in 2-41080).

(a) 5 - IMiddle South Utilities System Agency Coordination Agreement, dated December 11, 1970
(5(a)-3 in 2-41080).

(a) 6 - Service Agreement with Entergy Services, dated as of April 1, 1963 (5(a)-5 in 241080).

(a) 7 -- Amendment, dated January 1, 1972, to Service Agreement with Entergy Services (5(a)-6 in
243175).

(a) 8 -- Amendment, dated April 27, 1984, to Service Agreement waith Entergy Services (10(a)-7 to
Form 10-K for the year ended December 31, 1984, in 1-3517).
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(a) 9 Amendment, dated August , 1988, to Service Agreement with Entergy Services (0(a)-8 to
Form 10-K for the year ended Dccmber 31, 1988, in 1-3517).

(a) 10- Amendment,'dak January , 199 1, to Service Ag'iel'i-ent with Entergy Services ( 0(a)-9 to
FormI 0K fr4th year ended December 3 1, 1990, i 1-3517).

(a) II - Amendment, dated January 1, 1992, to Service Agreement with Entergy Services (10(a)-lI for
the year ended December 31, 1994 in 1-3517).

(a) 12 - Availability Agreement, dated June 21, 1974, among System Energy and certain other System
companies (B to Rule 24 Certificate, dated June 24, 1974, in 70-5399).

(a) 13 - First Amendment to Availability Agreement, dated as of June 30, 1977 (B to Rule 24
Certificate, dated June 24, 1977, in 70-53 99).

(a) 14 - Second Amendment to Availability Agreement, dated as of June 15, 1981 (E to Rule 24
Certificate, dated July 1, 198 1, in 70-6592).

(a) 15 - Third Amendment to Availability Agreement, dated as of June 28, 1984 (B-13(a) to Rule 24
Certificate, dated July 6, 1984, in 70-6985).

(a) 16 - Fourth Amendment to Availability Agreement, dated as of June 1, 1989 (A to Rule 24
Certificate, dated June 8, 1989, in 70-5399).

(a) 17 - Eighteenth Assignment bf Availability Agreement, Consent and Agreement, dated as of
September 1, 1986, with United States Trust Company of New York and Gerard F. Ganey, as
Trustees (C-2 to Rule 24 Certificate, dated October 1, 1986, in 70-7272).

(a) 18 - Nineteenth Ass ignrnent of Availability Agreement, Consent and Agreement, dated as of
September 1, 1986, with United States Trust Company of New York and Gerard F. Ganey, as
Trustees (C-3 to Rule 24 Certificate, dated October 1, 1986, in 70-7272).

(a) 19 - Twenty-sixth Assignment of Availability, Agreement, Consent and Agreement, dated as of
October 1, 1992, with United States Trust Company of New York and Gerard F. Ganey, as
Trustees (B-2(c) to Rule 24 Certificate, dated November 2, 1992, in 70-7946).

(a) 20 - Twenty-seventh Assignment of Availability Agreement, Consent and Agreement, dated as of
April 1,. 1993, with United States Trust Company of New York and Gerard F. Ganey as
Trustees (B-2(d) to Rule 24 Certificate dated May 4, 1993 in 70-7946).

(a) 21 - Twenty-ninth Assigrnent of Availability Agreement, Consent'and Agreement, dated as of
April 1, 1994, with United States Trust Company of New York and Gerard F. Ganey as
Trustees (B-2(f) to Rule 24 Certificate dated May 6, 1994, in 70-7946).

(a) 22 - Thirtieth Assignment of Availability Agreement, Consent and Agreement, dated as of
August 1, 1996, among System Energy, Entergy Arkansas, Entergy Louisiana, Entergy
Mississippi and Entergy New Orleans, and United States Trust Company of New York and
Gerard F. Ganey, as Trustees (filed as Exhibit B-2(a) to Rule 24 Certificate dated August ,
1996 in File No. 70-85 11).
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(a) 23 -- Thirty-first Assignment of Availability Agreement, Consent and Agreement, dated as of
August 1, 1996. among System Energy. Entcrgy Arkansas, Entcrgy Louisiana, Entcergy
Mississippi. and Entergy New Orleans. and United States Trust Company of New York and
Gerard F. Ganey, as Trustees (filed as Exhibit B-2(b) to Rulc 24 Certificate dated August 8,
1996 in File No. 70-8511 ).

(a) 24 Thirty-second Assignment of Availability Agreement, Consent and Agreement, dated as of
December 27, 1996, among System Energy, Entergy Arkansas, Entergy Louisiana, Entergy
Mississippi, and Entergy New Orleans, and The Chase Manhattan Bank (filed as Exhibit
B-2(a) to Rule 24 Certificate dated January 13, 1997 in File No. 70-756 1).

(a) 25-- Capital Funds Agreement, dated June 21, 1974, bet een Entergy Corporation and System
Energy (C to Rule 24 Certificate, dated June 24, 1974, in 70-5399).

(a) 26-- First Amendment to Capital Funds Agreement, dated as of June 1, 1989 (B to Rule 24
Certificate, dated June 8, 1989, in 70-5399).

(a) 27 - Eighteenth Supplementary Capital Funds Agreement and Assignment, dated as of
September 1, 1986, ith United States Trust Company of New York and Gerard F. Ganey, as
Trustees (D-2 to Rule 24 Certificate, dated October 1, 1986, in 70-7272).

(a) 28 -- Nineteenth Supplementary Capital Funds Agreement and Assignment, dated as of September
1, 1986, with United States Trust Company of New York and Gerard F. Ganey, as Trustees
(D-3 to Rule 24 Certificate, dated October 1, 1986, in 70-7272).

(a) 29 -- Twenty-sixth Supplementary Capital Funds Agreement and Assignment, dated as of October
1, 1992, ith United States Trust Company of New York and Gerard F. Ganey, as Trustees
(B-3(c) to Rule 24 Certificate dated November 2, 1992 in 70-7946).

(a) 30 - Twenty-seventh Supplementary Capital Funds Agreement and Assignment, dated as of April 1,
1993, with United States Trust Company of New York and Gerard F. Ganey, as Trustees (B-
3(d) to Rule 24 Certificate dated lay 4, 1993 in 70-7946).

(a) 31 - Twenty-ninth Supplementary Capital Funds Agreement and Assignment, dated as of April 1,
1994, with United States Trust Company of New York and Gerard F. Ganey, as Trustees (B-
3(f) to Rule 24 Certificate dated May 6, 1994, in 70-7946).

(a) 32 - Thirtieth Supplementary Capital Funds Agreement and Assignment, dated as of August 1,
1996, among Entergy Corporation, System Energy and United States Trust Company of New
York and Gerard F. Ganey, as Trustees (filed as Exhibit B-3(a) to Rule 24 Certificate dated
August 8, 1996 in File No. 70-8511).

(a) 33 - Thirty-first Supplementary Capital Funds Agreement and Assignment, dated as of August 1,
1996, among Entergy Corporation, System Energy and United States Trust Company of New
York and Gerard F. Ganey, as Trustees (filed as Exhibit B-3(b) to Rule 24 Certificate dated
August 8, 1996 in File No. 70-8511).

(a) 34 -. Thirty-second Supplementary Capital Funds Agreement and Assignment, dated as of
December 27, 1996, among Entergy Corporation, System Energy and The Chase Manhattan
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Bank (filed as Exhibit B-I(a) to Rule 24 Crtificatc dated January 13, 1997 in File No.
70-7561).

(a) 35 -- First Amendment-to Supplementary Capital Funds Agremcnts and Assignments. dated as of
June 1 1989, by and between Entergy Corporation, System Energy, Deposit Guaranty
National Bank, United States Trust Company of New York and Gerard F. Ganey (C to Rule
24 Certificate, dated June 8, 1989, in 70-7026).

(a) 36-- First Amendment to Supplementary Capital Funds Agreements and Assignments, dated as of
June 1, 1989, by and between Entergy Corporation, System Energy, United States Trust
Company of New York and Gerard F. Ganey (C to Rule 24 Certificate, dated June 8, 1989, in
70-7123).

(a) 37-- First Amendment to Supplementary Capital Funds Agreement and Assignment, dated as of
June 1, 1989, by and between Entergy Corporation, System Energy and Chemical Bank (C to
Rule 24 Certificate, dated June 8, 1989, in 70-7561).

+(a) 38 -- Agreement between Entergy Corporation and Edwin Lupberger (10(a)-42 to Form 10-K for
the year ended December 31, 1985, in 1-3517).

(a) 39- Reallocation Agreement, dated as of July 28, 1981, among System Energy and certain other
System companies (B-I(a) in 70-6624).

(a) 40 - Joint Construction, Acquisition and Ownership Agreement, dated as of May 1, 1980, between
System Energy and SMEPA (B-1(a) in 70-6337), as amended by Amendment No. 1, dated as
of May 1, 1980 (B-1(c) in 70-6337) and Amendment No. 2, dated as of October 31, 1980 (I to
Rule 24 Certificate, dated October 30, 1981, in 70-6337).

(a) 41 - Operating Agreement dated as of May 1, 1980, between System Energy and SMEPA (B(2)(a)
in 70-6337).

(a) 42- Assignment, Assumption and Further Agreement No. 1, dated as of December 1, 1988, among
System Energy, Meridian Trust Company and Stephen M. Carta, and SMEPA (-7(c)(1) to
Rule 24 Certificate, dated January 9, 1989, in 70-7561).

(a) 43 - Assignment, Assumption and Further Agreement No. 2, dated as of December 1, 1988, among
System Energy, Meridian Trust Company and Stephen M. Carta, and SMEPA (B-7(c)(2) to
Rule 24 Certificate, dated January 9, 1989, in 70-7561).

(a) 44 - Substitute Power Agreement, dated as of May 1, 1980, among Entergy Mississippi, System
Energy and SMEPA (B(3)(a) in 70-6337).

(a) 45 -- Grand Gulf Unit No. 2 Supplementary Agreement, dated as of February 7, 1986, between
System Energy and SMEPA (0(aaa) in 33-4033).

(a) 46 - Compromise and Settlement Agreement, dated June 4, 1982, between Texaco, Inc. and Entergy
Louisiana (28(a) to Form 8-K, dated June 4, 1982, in 1-3517).

+(a) 47 -- Post-Retirement Plan (10(a)37 to Form 10-K for the year ended December 31, 1983, in
1-3517).
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(a) 48 -- Unit Powver Sales Agreement, dated as of June 10, 1982, between System Energy and Entergy
Arkansas. Entergy Louisiana, Entergy Mississippi and Entergy New Orleans (10(a)-39 to
Form 10-K for the vearended December 31. 1982, in 1-3517).

(a) 49 -- First Amendment to Unit Power Sales Agreement, dated as of June 28, 1984, between System
Energy and Entcrgy Arkansas, Entergy Louisiana, Entcrgy Mississippi and Entergy New
Orleans (19 to Form 0-Q for the quarter ended September 30, 1984, in 1-3517).

(a) 50-- Revised Unit Power Sales Agreement (10(ss) in 334033).

(a) 51 -- Middle South Utilities Inc. and Subsidiary Companies Intercompany Income Tax Allocation
Agreement, dated April 28, 1988 (Exhibit D-1 to Form USS for the year ended December 31,
1987).

(a) 52-- First Amendment, dated January 1, 1990, to the Middle South Utilities Inc. and Subsidiary
Companies Intercompany Income Tax Allocation Agreement (D-2 to Form U5S for the year
ended December 31, 1989).

(a) 53-- Second Amendment dated January 1, 1992, to the Entergy Corporation and Subsidiary
Companies Intercompany Income Tax Allocation Agreement (D-3 to Form U5S for the ear
ended December 31, 1992).

(a) 54-- Third Amendment dated January 1, 1994 to Entergy Corporation and Subsidiary Companies
Intercompany Income Tax Allocation Agreement (D-3(a) to Form U5S for the year ended
December 31, 1993).

(a) 55-- Fourth Amendment dated April 1, 1997 to Entergy Corporation and Subsidiary Companies
Intercompany Income Tax Allocation Agreement (D-5 to Form US for the year ended
December 31, 1996).

(a) 56-- Guaranty Agreement between Entergy Corporation and Entergy Arkansas, dated as of
September 20, 1990 (B-1(a) to Rule 24 Certificate, dated September 27, 1990, in 70-7757).

(a) 57-- Guarantee Agreement between Entergy Corporation and Entergy Louisiana, dated as of
September 20, 1990 (B-2(a) to Rule 24 Certificate, dated September 27, 1990, in 70-7757).

(a) 58 - Guarantee Agreement between Entergy Corporation and System Energy, dated as of
September 20, 1990 (B-3(a) to Rule 24 Certificate, dated September 27, 1990, in 70- 7757).

(a) 59-- Loan Agreement between Entergy Operations and Entergy Corporation, dated as of
September 20, 1990 (B-12(b) to Rule 24 Certificate, dated June 15, 1990, in 70-7679).

(a) 60 - Loan Agreement between Entergy Power and Entergy Corporation, dated as of August 28,
1990 (A4(b) to Rule 24 Certificate, dated September 6, 1990, in 70-7684).

(a) 61 -- Loan Agreement between Entergy Corporation and Entergy Systems and Service, Inc., dated
as of December 29, 1992 (A-4(b) to Rule 24 Certificate in 70-7947).
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+(a) 62 -- Executive Financial Counseling Program of Entcrgy Corporation and Subsidiaries (10(a) 52 to
Form I -K for the vear nded December3 1. 1989, in 1-35 17).

+(a) 63-- Entergy Corporation Annual Incentive Plan (0(a) 54-to Form 10-K for the year ended
December 31, 1989. in 1-3517).

+(a) 64-- Equity Ovnership Plan of Entergy Corporation and Subsidiaries (A4(a) to Rule 24
Certificate, dated May 24, 1991, in 70-7831).

+(a) 65 -- Retired Outside Director Benefit Plan (0(a)63 to Form 10-K for the year ended December 31,
1991, in 1-3517).

+(a) 66 -- Agreement between Entergy Corporation and Jerry D. Jackson. (10(a) 67 to Form 10-K for the
year ended December 31, 1992 in 1-3517).

+(a) 67 - Agreement between Entergy Services,, Inc., a subsidiary of Entergy Corporation, and Gerald
D. Mclnvale (10(a) 68 to Form 10-K for the year ended December 31, 1992 in 1-3517).

*+(a)68 Agreement between Entergy Services, Inc., a subsidiary of Entergy Corporation, and Gerald
D. Mclnvale.

+(a) 69 -- Supplemental Retirement Plan (10(a) 69 to Form 10-K for the year ended December 31, 1992
in 1-3517).

+(a) 70- Defined Contribution Restoration Plan of Entergy Corporation and Subsidiaries (10(a)53 to
Form 10-K for the year ended December 31, 1989 in 1-3517).

+(a) 71-- Amendment No. I to the Equity Ownership Plan of Entergy Corporation and Subsidiaries
(10(a) 71 to Form 10-K for the year ended December 31, 1992 in 1-3517).

+(a) 72 - Executive Disability Plan of Entergy Corporation and Subsidiaries (10(a) 72 to Form 10-K for
the year ended December 31, 1992 in 1-3517).

+(a) 73 - Executive Medical Plan of Entergy Corporation and Subsidiaries (10(a) 73 to Form 10-K for
the year ended December 31, 1992 in 1-3517).

+(a) 74-- Stock Plan for Outside-Directors of Entergy.Corporation and Subsidiaries, as amended (10(a)
74 to Form 10-K for the year ended December31, 1992 in 1-3517).

+(a) 75 - Summary Description of Private Ownership Vehicle Plan of Entergy Corporation and
Subsidiaries (10(a) 75 to Form 10-K for the year ended December 31, 1992 in 1-3517).

(a) 76 - Agreement and Plan of Reorganization Between Entergy Corporation and Gulf States Utilities
Company, dated June 5, 1992 (I to Current Report on Form 8-K dated June 5, 1992 in
1-3517).

+(a) 77 - Amendment to Defined Contribution Restoration Plan of Entergy Corporation and Subsidiaries
(10(a) 81 to Form 10-K for the year ended December 31, 1993 in 1-1 1299).
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+(a) 78 -- Systcm Executive Retircment Plan (10(a) 82 to Form 10-K for the year ended December 31,
1993 in 1-1 1299).

System Energy

(b) I through
(b) 13-- See 0(a)-12 through 10(a)-24 above.

(b) 14 through
(b) 26-- See 10(a)-25 through 10(a)-37 above.

(b) 27-- Reallocation Agreement, dated as of July 28, 1981, among System Energy and certain other
System companies (B-1(a) in 70-6624).

(b) 28 -- Joint Construction, Acquisition and Ownership Agreement, dated as of May 1, 1980, between
System Energy and SIEPA (B-l(a) in 70-6337), as amended by Amendment No. 1, dated as
of May 1, 1980 (B-1(c) in 70-6337) and Amendment No. 2, dated as of October 31, 1980 (I to
Rule 24 Certificate, dated October 30, 1981, in 70-6337).

(b) 29-- Operating Agreement, dated as of May 1, 1980, between System Energy and SMEPA (B(2)(a)
in 70-6337).

(b) 30-- Installment Sale Agreement, dated as of December 1, 1983 between System Energy and
Claiborne County, Mississippi (B-I to First Rule 24 Certificate in 70-6913).

(b) 31 - Installment Sale Agreement, dated as of June 1, 1984, between System Energy and Claiborne
County, Mississippi (B-2 to Second Rule 24 Certificate in 70-6913).

(b) 32 - Installment Sale Agreement, dated as of December 1, 1984, between System Energy and
Claibome County, Mississippi (B-1 to First Rule 24 Certificate in 70-7026).

(b) 33 - Amended and Restated Installment Sale Agreement, dated as of May 1, 1995, between System
Energy and Claibome County, Mississippi (B-6(a) to Rule 24 Certificate in 70-8511).

(b) 34 - Amended and Restated Installment Sale Agreement, dated as of February 15, 1996, between
System Energy and Claibome County, Mississippi (filed as Exhibit B-6(a) to Rule 24
Certificate dated March 4, 1996 in File No. 70-8511).

(b) 35 - Facility Lease No. 1, dated as of December 1, 1988, between Meridian Trust Company and
Stephen M. Carta (Stephen J. Kaba, successor), as Owner Trustees, and System Energy
(B-2(c)(1) to Rule 24 Certificate dated January 9, 1989 in 70-7561), as supplemented by
Lease Supplement No. I dated as of April 1, 1989 (B-22(b) (1) to Rule 24 Certificate dated
April 21, 1989 in 70-7561) and Lease Supplement No. 2 dated as of January 1, 1994 (B-3(d)
to Rule 24 Certificate dated January 31, 1994 in 70-8215).

(b) 36 - Facility Lease No. 2, dated as of December 1, 1988 between Meridian Trust Company and
Stephen M. Carta (Stephen J. Kaba, successor), as Owner Trustees, and System Energy
(B-2(c)(2) to Rule24 Certificate dated January9, 1989 in 70-7561), as supplemented by
Lease Supplement No. I dated as of April 1, 1989 (B-22(b) (2) to Rule 24 Certificate dated
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April 21, 1989 in 70-7561) and Lease Supplement No. 2 dated as of January 1, 1994 (B-4(d)
Rule 24 Certificate dated January 31, 1994 in 70-8215)

(b) 37-- Assignment. Assumption and Further Agrcement No. 1. dated as of December 1, 1988, among
System Encrgy, Meridian Trust Company and Stephen Nil. Carta, and SMEPA (B-7(c)(l) to
Rule 24 Certificate, dated January 9, 1989, in 70-7561).

(b) 38 -- Assignment, Assumption and Further Agreement No. 2. dated as of December 1. 1988, among
System Energy, Meridian Trust Company and Stephen M. Carta, and SMEPA (B-7(c)(2) to
Rule 24 Certificate, dated Januarv 9, 1989, in 70-756 1).

(b) 39-- Collateral Trust Indenture, dated as of January 1, 1994, among System Energy, GGIB
Funding Corporation and Bankers Trust Company, as Trustee (A-3(e) to Rule 24 Certificate
dated January 31, 1994, in 70-8215), as supplemented by Supplemental Indenture No. I dated
January 1, 1994, (A-3(f) to Rule 24 Certificate dated January 31, 1994, in 70-8215).

(b) 40 - Substitute Power Agreement, dated as of May 1, 1980, among Entergy Mississippi, System
Energy and SMEPA (B(3)(a) in 70-6337).

(b) 41 -- Grand Gulf Unit No. 2 Supplementary Agreement, dated as of February 7, 1986, between
System Energy and SMEPA (10(aaa) in 33-4033).

(b)" 42 - Unit Power Sales Agreemerit, dated as of June 10, 1982, between System Energy and Entergy
Arkansas, Entergy Louisiana, Entergy Mississippi and Entiergy New Orleans (10(a)-39 to
Form 10-K for the year ended December 31, 1982, in 13517).

(b) 43 - First Amendment to the Unit Power Sales Agreement, dated as of June 28, 1984, between
System Energy and Entergy Arkansas, Entergy Louisiana, Entergy Mississippi and Entergy
New Orleans (19 to Form 10-Q for'the quarter ended September 30, 1984, in' 1-3517).

(b) 44- Revised Unit Power Sales Agreement (10(ss) in 33-4033).
. ~ ~ ~ ~ ~ - . ... .

(b) 45 - Fuel Lease, dated as of February 24, 1989, between River Fuel Funding Company #3, Inc. and
System Energy (B-1(b) to Rule 24 Certificate, dated March 3, 1989, in 70-7604).

(b) 46- System Energy's Consent, dated January 31, 1995, pursuant to Fuel -Lease, dated as of
February 24, 1989, between River Fuel Funding Company #3, Inc. and System Energy (B-I(c)
to Rule 24 Certificate,'dated February 13, 1995 in 70-7604).

(b) 47 - Sales Agreement, dated as of June 21, 1974, between System Energy and Entergy Mississippi
(D to Rule 24 Certificate, dated June 26, 1974, in 70-.5399).

(b) 48 - Service Agreement, dated as of June 21,- 1974, between System Energy, and Entergy
Mississippi (E to Rule 24 Certificate, dated June 26, 1974, in 70-5399).

(b) 49-- Partial Termination Agreement, dated as of December 1, 1986, between System Energy and
Entergy Mississippi (A-2 to Rule 24 Certificate, dated January 8, 1987, in 70-5399).

(b) 50 - Middle South Utilities, Inc. and Subsidiary Companies Intercompany Income Tax Allocation
Agreement, dated April 28, 1988 (D-1 to Form U5S for the year ended December 31, 1987).
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(b) 51 -- First Amendment, dated January 1, 1990 to the Middle South Utilities Inc. and Subsidiary
Companies InteTcompany Income Tax Allocation Agreement (D-2 to Form U5S for the ycar
ended December 31. 1989).

(b) 52-- Second Amendment dated January 1, 1992, to the Entergy Corporation and Subsidiary
Companies Intercompany Income Tax Allocation Agreement (D-3 to Form USS for the year
ended December 31, 1992).

(b) 53 -- Third Amendment dated January 1, 1994 to Entergy Corporation and Subsidiary Companies
Intercompany Income Tax Allocation Agreement (D-3(a) to Form USS for the year ended
December 31, 1993).

(b) 54 - Service Agreement with Entergy Services, dated as of July 16, 1974, as amended (10(b)-43 to
Form 10-K for the year ended December 31, 1988, in 1-9067).

(b) 55 -- Amendment, dated January 1, 1991, to Service Agreement with Entergy Services ( 0(b)-45 to
Form 10-K for the year ended December 31, 1990, in 1-9067).

(b) 56 -- Amendment, dated January 1, 1992, to Service Agreement sith Entergy Services (10(a) -I to
Form 10-K for the vear ended December 31, 1994 in 1-3517).

(b) 57 - Operating Agreement between Entergy Operations and System Energy, dated as of June 6,
1990 (B-3(b) to Rule 24 Certificate, dated June 15, 1990, in 70-7679).

(b) 58 -- Guarantee Agreement between Entergy Corporation~ and System Energy, dated as of
September 20, 1990 (B-3(a) to Rule 24 Certificate, dated September 27, 1990, in 70-7757).

+(b) 59- Agreement bet-v:en System Energy and Donald C. Hintz (0(b)47 to Form 10-K for the year
ended December31, 1991, in 1-9067).

+(b) 60 -- Agreement betwveen Entergy Corporation and Edwsin Lupberger (1 0(a)-42 to Form 1 0-K for
the year ended December 31, 1985 in 1-3517).

+(b) 61 -- Agreement between Entergy Services and Gerald D. McInvaie (10(aY.68 to Form 10-K for the
year ended December 31, 1992 in 1-3517).

+(b) 62 -- Agreement between Entergy Services and.Gerald D.. Meinvale (10(a)-68 to Form 10-K for the
year ended December 31, 1997 in 1-11299).

(b) 63 - Amended and Restated Reimbursement Agreement, dated as of December 1, 1988 as amended
and restated as of December 27, 1996, among System Energy Resources, Inc., The Bank of
Tokyo-Mitsubishi, Ltd., as Funding Bank and The Chase Manhattan Bank (as successor by
merger with Chenical Bank), as administrating bank, Union Bank of California, N.A., as
documentation agent, and the Banks named therein, as Participating Banks (B-3(a) to Rule 24
Certificate dated January 13, 1997 in 70-756 1).
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Entergy Arkansas

(c) I -- Agreement, datcd April 23, 1982. among 'Entergy Arkansas and certain other System
companies. rclaiing to System Planning and Dcvelopmcnt and Intra-System Transactions
(10(a) I to Form 10-K for the ycar ended Deccmber 3 1,' 1982, in 1-3517).

(c) 2 - Middle South"Utilitics System Agency Agrecment,'dated December 11, 1970 (5(a)2 in
2-41080).'

(c) 3 -- Amendment, dated February 10, 1971, to Middle South Utilities System Agency Agreement,
dated December 11, 1970 (5(a)-4 in 241080).

(c) 4 - Amendment, dated May 12, 1988, to Middle South Utilities System Agency Agreement, dated
December 11, 1970 (5(a) 4 in 2-41080).

(c) 5 - Middle South Utilities System Agency Coordination Agreement, dated December 11, 1970
(5(a)-3 in 2-41080).

(c) 6 -- Service Agreement faith Entergy Services, dated as of April 1, 1963 (5(a)-5 in 2-41080).

(c) 7 -- Amendment, dated January 1, 1972, to Service Agreement with Entergy Services (5(a)- 6 in
2-43175).

(c) 8 -- Amendment, dated April 27, 1984, to Service Agreement, wvith Entergy Services (10(a)- 7 to
Form 10-K for the year ended December 31, 1984, in 1-3517).

(c) 9 - Amendment, dated August 1, 1988, to Service Agreement with Entergy Services (10(c)- 8 to
Form 10-K for the year ended December 31, 1988, in 1-10764).

(c) 10 - Amendment, dated January 1, 1991, to Service Agreement 'with Entergy Services (10(c)-9 to
Form 10-K for the year ended December 31, 1990, in 1-10764).

(c) 11 -- Amendment, dated January 1, 1992, to Service Agreement with Entergy Services (10(a)-l to
Form 10-K for the year ended December31, 1994 in 1-3517).

(c) 12 through
(c) 24 - See 10(a)-12 through 10(a)-24 above.

(c) 25 - Agreement, dated August 20, '1954, between Entergy Arkansas and the United States of
America (SPA)(13(h) in 2-11467).

(c) 26- Amendment, dated April 19, 1955, to the United States of America (SPA) Contract, dated
August 20, 1954 (5(d)-2 in 2-41080).

(c) 27 - Amendment,'dated January 3, 1964, to the United States of America (SPA) Contract, dated
August 20, 1954 (5(d)-3 in 2-41080).

(c) 28 - Amendment, dated September 5, 1968, to the United States of America (SPA) Contract, dated
August 20, 1954 (5(d)4 in 241080).
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(c) 2 Amendment. dated November 19. 1970. to the United States of America (SPA) Contract, dated
August 20. 154 (5(d)-5 in 24100).

(c) 30 Amendment. dated July 18, 1961, to the United States of America (SPA) Contract, dated
August 20. 1954 (5(d)-6 in 2-41080).

(c) 31 -- Amendment. dated December 27, 1961. to the United States of America (SPA) Contract, dated
August 20. 1954 (5(d)-7 in 2-41080).

(c) 32 -- Amendment, dated January 25, 1968, to the United States of America (SPA) Contract, dated
August 20. 1954 (5(d)-8 in 2-41080).

(c) 33 -- Amendment, dated October 14, 1971, to the United States of America (SPA) Contract, dated
August 20, 1954 (5(d)-9 in 243 175).

(c) 34 -- Amendment, dated January 10, 1977, to the United States of America (SPA) Contract, dated
August 20, 1954 (5(d)-10 in 2-60233).

(c) 35-- Agreement, dated May 14, 1971, between Entergy Arkansas and the United States of America
(SPA) (5(e) in 241080).

(c) 36 -- Amendment, dated January 10, 1977, to the United States of America (SPA) Contract, dated
May 14, 1971 (5(e)-l in 2-60233).

(c) 37 -- Contract, dated May 28, 1943, Amendment to Contract, dated July 21, 1949, and Supplement
to Amendment to Contract. dated December 30, 1949, between Entergy Arkansas and
McKanie Ga; Cleaning Company; Agreements, dated as of September 30, 1965, between
Entergy Arkansas and former stockholders of McKamie Gas Cleaning Company; and Letter
Agreement, dated June 22, 1966, by Humble Oil & Refining Company accepted by Entergy
Arkansas on June 24, 1966 (5(k)-7 in 241080).

(c) 38 - Agreement, dated April 3, 1972, between Entergy Services and Gulf United Nuclear Fuels
Corporation (5(l)-3 in 246152).

(c) 39-- Fuel Lease, dated as of December 22, 1988, between River Fuel Trust 1 and Entergy
Arkansas (B-I(b) to Rule 24 Certificate in 70-7571).

(c) 40-- White Bluff Operating Agreement, dated June 27, 1977, among Entergy Arkansas and
Arkansas Electric Cooperative Corporation and City Water and Light Plant of the City of
Jonesboro, Arkansas (B-2(a) to Rule 24 Certificate, dated June 30, 1977, in 70-6009).

(c) 41 - White Bluff Ownership Agreement, dated June 27, 1977, among Entergy Arkansas and
Arkansas Electric Cooperative Corporation and City Water and Light Plant of the City of
Jonesboro, Arkansas (B-I(a) to Rule 24 Certificate, dated June 30, 1977, in 70-6009).

(c) 42-- Agreement, dated June 29, 1979, between Entergy Arkansas and City of Conway, Arkansas
(5(r)-3 in 2-66235).

(c) 43-- Transmission Agreement, dated August 2, 1977, between Entergy Arkansas and City Water
and Light Plant of the City of Jonesboro, Arkansas (5(r)-3 in 2-60233).
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(c) 44 -- Power Coordination. nterchanige and Transiission Service Agreement. dated as of June 27,
1977, bctwcen Arkansas Electric Cooperative Corporation and Entergy Arkansas (5(r)-4 in
2-60233). -'-' jt'-

(c) 45-- Independence. Stcam Electric Station Operating Agreenent, dated July 31. 1979. among
Entergy Arkansa's and Arkansas Electric Coopcrativc Corporation and City Water and Light
Plant of the City of Jonesboro, Arkansas and City of Conwvay, Arkansas (5(r)-6 in 2-66235).

(c) 46-- Amendment, dated December 4, 1984, to the Independence Steam Electric Station Operating
Agreement (10(c) 51 to Form 10-K for the year ended December 31, 1984, in 1-10764).

(c) 47-- Independence Stearn Electric Station Ownership Agreement, dated July 31, 1979, among
Entergy Arkansas and Arkansas Electric Cooperative Corporation and City Water and Light
Plant of the City of Jonesboro, Arkansas and City of Conway, Arkansas (5(r)-7 in 2-66235).

(c) 48 Amendment, dated December 28, 1979, to the Independence Steam Electric Station Ownership
Agreement (5(r)-7(a) in 2-66235).

(c) 49-- Amendment, dated December 4, 1984, to the Independence Steam Electric Station Ownership
Agreement (10(c) 54 to Form 10-K for the year ended December 31, 1984, in 1-10764).

(c) 50- Owner's Agreement, dated November 28, 1984, among Entergy Arkansas, Entergy
Mississippi, other co-owners of the Independence-Station (10(c) 55 to Form 10-K for the year
ended December 31, 1984, in I- 10764).

(c) 51 - Consent, Agreement and Assumption, dated December 4, 1984, among Entergy Arkansas,
Entergy Mississippi, other co-owners of the Independence Station and United States Trust
Company of New York, as Trustee (10(c) 56 to Form 10-K for the year ended December 31,
1984, in 1-10764).

(c) 52 - Power Coordination, Interchange and Transmission Service Agreement, dated as of July 31,
1979, between Entergy Arkansas and City Water and Light Plant of the City of Jonesboro,
Arkansas (5(r)-8 in 2-66235).

(c) 53 - Power Coordination, Interchange and Transmission Agreement, dated as of June 29, 1979,
between City of Conway, Arkansas and Entergy Arkansas (5(r)-9 in 2-66235).

(c) 54 - Agreement, dated June 21, 1979, between Entergy Arkansas and Reeves E. Ritchie ((10)(b)-90
to Form 10-K for the year ended December 31, 1980, in 1-10764).

(c) 55 - Reallocation Agreement, dated as of July 28, 1981, among System Energy and certain other
System companies (B-1(a) in 70-6624).

+(c) 56 - Post-Retirement Plan (10(b) 55 to Form 10-K for the year ended December 31, 1983, in
1-10764).

(c) 57 - Unit Power Sales Agreement, dated as of June 10, 1982, between System Energy and Entergy
Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy New Orleans (10(a) 39 to
Form 10-K for the year ended December 31, 1982, in 1-3517).
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(c) 58-- First Amendment to Unit Power Sales Agreement, dated as of June 28, 1984. betwccn System
Energy. Entergy Arkansas. Enterg.' Louisiana. Entergy Mississippi. and Entergy New Orleans
(19 to Form lO-Q for the quartere nded September 30. N,84. in 1-351 7).

(c) 59-- Re vised Unit Power Sales Agreement (0(ss) in 33-4033).

(c) 60-- Contract For Disposal of Spent Nuclear Fuel and/or High-Level Radioactive Waste, dated
June 30, 1983, among the DOE, System Fuels and Entergy Arkansas (10(b)-57 to Form 10-K
for the year ended December 31, 1983. in 1-10764).

(c) 61 -- Middle South Utilities, Inc. and Subsidiary Companies Intercompany Income Tax Allocation
Agreement, dated April 28, 1988 (D-l to Form U5S for the year ended December 31, 1987).

(c) 62-- First Amendment, dated January 1, 1990, to the Middle South Utilities, Inc. and Subsidiary
Companies Intercompany Income Tax Allocation Agreement (D-2 to Form U5S for the year
ended December 31, 1989).

(c) 63-- Second Amendment dated January 1, 1992, to the Entergy Corporation and Subsidiary
Companies Intercompany Income Tax Allocation Agreement (D-3 to Form USS for the year
ended December 31, 1992).

(c) 64- Third Amendment dated January 1, 1994, to Entergy Corporation and Subsidiary Companies
Intercompany Income Tax Allocation Agreement (D-3(a) to Form U5S for the year ended
December 31, 1993).

(c) 65 -- Assignment of Coal Supply Agreement, dated December 1, 1987, between Svstem Fuels and
Entergy Arkansas (B to Rule 24 letter filing, dated November 10, 1987, in 70-5964).

(c) 66 -- Coal Supply Agreement, dated December 22, 1976, between System Fuels and Antelope Coal
Company (B-I in 70-5964), as amended by First Amendment (A to Rule 24 Certificate in
70-5964); Second Amendment (A to Rule 24 letter filing, dated December 16, 1983, in
70-5964); and Third Amendment (A to Rule 24 letter filing, dated November 10, 1987 in
70-5964).

(c) 67 - Operating Agreement between Entergy Operations and Entergy Arkansas, dated as of June 6,
1990 (B-I(b) to Rule 24 Certificate, dated June 15, 1990, in 70-7679).

(c) 68 - Guaranty Agreement between Entergy Corporation and Entergy Arkansas, dated as of
September 20, 1990 (B-1(a) to Rule 24 Certificate, dated September 27, 1990, in 70-7757).

(c) 69 - Agreement for Purchase and Sale of Independence Unit 2 between Entergy Arkansas and
Entergy Power, dated as of August 28, 1990 (B-3(c) to Rule 24 Certificate, dated
September 6, 1990, in 70-7684).

(c) 70 -- Agreement for Purchase and Sale of Ritchie Unit 2 between Entergy Arkansas and Entergy
Power, dated as of August 28, 1990 (B-4(d) to Rule 24 Certificate, dated September 6, 1990,
in 70-7684).
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(c) 71 -- Ritchie Steam Electric Stati6nUnit.No;-,2 Operating Agreement between Entergy Arkansas and
Entergv Powver. datcd Ws bf A. gust28, .1990 (B-5(a) to Rule 24 Certificatc. dated
September 6. 1990. in 70-7684)

(c) 72-- Ritchic Steam Electric Station Unit No. 2 Ownership Agreement between Entergy Arkansas
and Entergy Power, dated as of August 28. 1999 (B-6(a) to Rule 24 Certificate. dated
Septcmber 6, 1990. in 70-7684). i a

(c) 73-- Power Coordination. Interchange and Transmission Service Agreement between Entergy
Power and Entergy Arkansas, dated as of August 28. 1990 (0(c)-71 to Form 10-K for the
year ended December 31, 1990, in 1-10764).

+(c) 74 -- Executive Financial Counseling Program of Entergy Corporation and Subsidiaries (10(a)52 to
Form 10-K for the year ended December 31, 1989, in 1-3517).

+(c) 75 - Entergy Corporation Annual Incentive Plan (0(a)54 to Form 10-K for the ear ended
December31, 1989, in 1-3517).

+(c) 76-- Equity Ownership Plan of Entergy Corporation and Subsidiaries (A-4(a) to Rule 24
Certificate, dated May 24, 1991, in 70-783 1).

+(c) 77 -- Agreement between Arkansas Power & Light Company and R. Drake Keith. (10(c) 78 to Form
10-K for the year ended December 31, 1992 in 1-10764).

+(c) 78 - Supplemental Retirement Plan (10(a)69 to Form 10-K for the year ended December 31, 1992
in 1-3517).

+(c) 79 - Defined Contribution Restoration Plan of Entergy Corporation and Subsidiaries (10(a)53 to
Form 10-K for the vear ended December 31, 1989 in 1-3517).

+(c) 80 - Amendment No. I to the Equity Ownership Plan of Entergy Corporation and Subsidiaries
(10(a)71 to Form 10-K for the year ended December 31, 1992 in 1-3517).

+(c) 81 - Executive Disability Plan of Entergy Corporation and Subsidiaries (10(a)72 to Form 10-K for
the year'ended December 31, 1992 in 1-3517).

+(c) 82 - Executive Medical Plan of Entergy Corporation and Subsidiaries (10(a)73 to Form 10-K for
the year ended December 31, 1992 in 1-3517).

+(c) 83 - Stock Plan for Outside Directors of Entergy Corporation and Subsidiaries, as amended
(10(a)74 to Form 10-K for the year ended December 31, 1992 in 1-3517).

+(c) 84 - Summary Description of Private Ownership Vehicle Plan of Entergy Corporation and
Subsidiaries (10(a)75 to Form 10-K for the year ended December 31, 1992 in 1-3517).

+(c) 85 - Agreement between Entergy Corporation and Edwin Lupberger (10(a)-42 to Form 10-K for
the vear ended December 31, 1985 in 1-3517).

+(c) 86 -- Agreement between Entergy Corporation and Jerry D. Jackson (10(a)-67 to Form 10-K for the
year ended December 31, 1992 in 1-3517).
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+(c) 87-- Agreement betwcen Entcrgy Services and Gerald D. Mcinvale (0(a)-68 to Form 10-K for the
year ended December 31. 1992 in 1-3517).

+(c) 88 -- Agreement between Entergy Services and Gerald D. ;Mclnvale (10(a)-68 to Form 10-K for the
year ended December 3 1, 1997 in 1-11299).

-(c) 89-- Agreement between System Energy and Donald C. Hintz (10(b)-47 to Form 10-K for the year
ended December 31, 1991 in 1-9067).

+(c) 90-- Summary Description of Retired Outside Director Benefit Plan. (10(c) 90 to Form 10-K for
the year ended December 31, 1992 in I- 10764).

+(c) 91 -- Amendment to Defired Contribution Restoration Plan of Entergy Corporation and Subsidiaries
(10(a) 81 to Form I 0-K for the year ended December 31, 1993 in I- 1 1299).

+(c) 92-- System Executive Retirement Plan (10(a) 82 to Form 10-K for the year ended December 31.
1993 in I- 11299).

(c) 93 -- Loan Agreement dated June 15, 1993, between Entergy Arkansas and Independence Country,
Arkansas (B-I (a) to Rule 24 Certificate dated July 9, 1993 in 70-8171).

(c) 94-- Installment Sale Agreement dated January 1, 1991, between Entergy Arkansas and Pope
Country, Arkansas (B-I (b) to Rule 24 Certificate dated January 24, 1991 in 70-7802).

(c) 95-- Installment Sale Agreement dated November 1, 1990, between Entergy Arkansas and Pope
Country, Arkansas (B-i (a) to Rule 24 Certificate dated November 30, 1990 in 70-7802).

(c) 96-- Loan Agreement dated June 15, 1994, between Entergy Arkansas and Jefferson County,
Arkansas (B-1(a) to Rule 24 Certificate dated June 30, 1994 in 70-8405).

(c) 97 - 'Loan Agreement dated June 15, 1994, between Entergy Arkansas and Pope County, Arkansas
(B-I(b) to Rule 24 Certificate in 70-8405).

(c) 98 -- Loan Agreement dated November 15, 1995, between Entergy Arkansas and Pope County,
Arkansas (10(c) 96 to Form 10-K for the year ended December 31, 1995 in 1-10764).

(c) 99 - Agreement as to Expenses and Liabilities between Entergy Arkansas and Entergy Arkansas
Capital 1, dated as of August 14, 1996 (4(j) to Form 10-Q for the quarter ended September 30,
1996 in 1-10764).

*(c) 100- Loan Agreement dated December 1, 1997, between Entergy Arkansas and Jefferson County,
Arkansas.'

Entergy Gulf States

(d) 1 -- Guaranty Agreement, dated July 1, 1976, between Entergy Gulf States and American Bank
and Trust Company (C and D to Form 8-K, dated August 6, 1976 in 1-2703).
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(d) 2 -- Lease of Railroad Equipment. dated as of December 1. 198 1, between Thc Connecticut Bank
and Trust Company as Lcssorand 'Eftc&Gyiif tatcs as Lcssee and First Supplement. dated
as of December 3 1. 1981. rlatig to'605 One'Hundrcd-Ton Unit Train Steel Coal Porter Cars
(4-12 to Form 10 ;-for the vear ended Dcccmber 3 1. I981lin 1-2703).

(d) 3 -- Guaranty Agrcement, dated August 1, 1992, betwecn Entergy Gulf States and Hibernia
National Bank,~ relating to Pollution Control Revenue-Refunding Bonds of the Industrial
Development Board' of the Parish of Calcasicu. Inc. (Louisiana) (10-I to Form 10-K for the
year ended December 31, 1992 in 1-2703).

(d) 4 -- Guaranty Agreement, dated January 1, 1993, between Entergy Gulf States and Hancock Bank
of Louisiana, relating to Pollution Control Revenue Refunding Bonds of the Parish of Pointe
Coupee (Louisiana) (10-2 to Form 10-K for the year ended December 31, 1992 in 1-2703).

(d) 5 - Deposit Agreement, dated as of December 1, 1983 between Entergy Gulf States, Morgan
Guaranty Trust Co. as Depositary and the Holders of Depository Receipts, relating to the Issue
of 900,000 Depositary Preferred Shares, each representing 1/2 share of Adjustable Rate
Cumulative Preferred Stock, Series E-S100 Par Value (4-17 to Form 10-K for the year ended
December 31, 1983 in 1-2703).

(d) 6 -- Letter of Credit and Reimbursement Agreement, dated December 27, 1985, between Entergy
Gulf States and Westpac Banking Corporation relating to Variable Rate Demand Pollution
Control Revenue Bonds of the Parish of West Feliciana, State of Louisiana, Series 1985-D (4-
26 to Form 10-K for the year ended December 31, 1985 in 1-2703) and Letter Agreement
amending same dated October 20, 1992 (10-3 to Form 10-K for the year ended December 31,
1992 in 1-2703).

(d) 7 - Reimbursement and Loan Agreement, dated as of April 23, 1986, by and between Entergy
Gulf States and The Long-Term Credit Bank of Japan, Ltd., relating to Multiple Rate Demand
Pollution Control Revenue Bonds of the Parish of West Feliciana, State of Louisiana, Series
1985 (4-26 to Form 10-K, for the year ended December 31, 1986 in 1-2703) and Letter
Agreement amending same, dated February 19, 1993 (10 to Form 10-K for the year ended
December 31, 1992 in 1-2703).

(d) 8 - Agreement effective February 1, 1964, between Sabine River Authority, State of Louisiana,
and Sabine River Authority of Texas, and Entergy Gulf States, Central Louisiana Electric
Company, Inc., and Louisiana Power & Light Company, as supplemented (B to Form 8-K,
dated May 6, 1964, A to Form 8-K, dated October 5, 1967, A to Form 8-K, dated May 5,
1969, and A to Form 8-K, dated December 1, 1969, in 1-2708).

(d) 9 - Joint Ownership Participation and Operating Agreement regarding River Bend Unit 1 Nuclear
Plant, dated August 20, 1979, between Entergy Gulf States,' Cajun, and SRG&T; Power
Interconnection Agreement with Cajun, dated June 26, 1978, and approved by the REA on
August 16, 1979, between Entergy Gulf States and Cajun; and Letter Agreement regarding
CEPCO buybacks, dated August 28, 1979, betveen Entergy Gulf States'and Cajun (2, 3, and
4, respectively, to Form 8-K, dated September 7, 1979, in 1-2703).

(d) 10 -- Ground Lease, dated August 15, 1980, between Statmont Associates Limited Partnership
(Statmont) and Entergy Gulf States,'as amended (3 to Form 8-K, dated August 19, 1980, and
A-3-b to Form 10-Q for the quarter ended September 30, 1983 in 1-2703).
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(d) I1 -- Lcase and Sublease Agrecment. dated August 15. 1980. etwecn Statmont and Entcrgy Gulf
States, as amended (4 to Form 8-K, datcd August 19, 1980, and A-3-c to Form 10-Q for the
quarter ended September 30, 1983 in 1-2703).

(d) 12-- Lease Agreement, dated September 18, 1980. beteen BLC Corporation and Entergy Gulf
States (I to Form 8-K, dated October 6, 1980 in 1-2703).

(d) 13 -- Joint Ownership Participation and Operating Agreement for Big Cajun, between Entergy Gulf
States, Cajun Electric Power Cooperative. Inc.. and Sam Rayburn G&T, Inc, dated November
14, 1980 (6 to Forn 8-K, dated January 29, 1981 in 1-2703); Amendment No. , dated
December 12, 1980 (7 to Form 8-K, dated January 29, 1981 in 1-2703); Amendment No. 2,
dated December 29, 1980 (8 to Form 8-K, dated January 29, 1981 in 1-2703).

(d) 14-- Agreement of Joint Ownership Participation between SR.IPA, SRG&T and Entergy Gulf
States, dated June 6, 1980, for Nelson Station, Coal Unit #6, as amended (8 to Form 8-K,
dated June 11, 1980, A-2-b to Form 10-Q For the quarter ended June 30, 1982; and 10-1 to
Form 8-K, dated February 19, 1988 in 1-2703).

(d) 15 -- Agreements between Southern Company and Entergy Gulf States, dated February 25, 1982,
which cover the construction of a 140-mile transmission line to connect the to systems,
purchase of pover and use of transmission facilities (10-31 to Form 10-K, for the ear ended
December31, 1981 in 1-2703).

+(d) 16 - Executive Income Security Plan, effective October 1, 1980, as amended, continued and
completely restated effective as of March 1, 1991 (10-2 to Form 10-K for the year ended
December 31, 1991 in 1-2703).

(d) 17 - Transmission Facilities Agreement between Entergy Gulf States and Mississippi Power
Company, dated February 28, 1982, and Amendment, dated Mkay 12, 1982 (A-2-c to Form 10-
Q for the quarter ended March 31, 1982 in 1-2703) and Amendment, dated December 6, 1983
(1043 to Form 10-K, for the year ended December 31, 1983 in 1-2703).

(d) 18 - Lease Agreement dated as of June 29, 1983, between Entergy Gulf States and City National
Bank of Baton Rouge, as Owner Trustee, in connection with the leasing of a Simulator and
Training Center for River Bend Unit I (A-2-a to Form 10-Q for the quarter ended June 30,
1983 in 1-2703) and Amendment, dated December 14, 1984 (10-55 to Forn 10-K, for the year
ended December 31, 1984 in 1-2703).

(d) 19 - Participation Agreement, dated as of June 29, 1983, among Entergy Gulf States, City National
Bank of Baton Rouge, PruFunding, Inc. Bank of the Southwest National Association, Houston
and Bankers Life Company, in connection with the leasing of a Simulator and Training Center
of River Bend Unit I (-2-b to Form 0-Q for the quarter ended June 30, 1983 in 1-2703).

(d) 20 - Tax Indemnity Agreement, dated as of June 29, 1983, between Entergy Gulf States and
PruFunding, Inc., in connection with the leasing of a Simulator and Training Center for River
Bend Unit I (A-2-c to Form 0-Q for the quarter ended June 30, 1993 in 1-2703).

(d) 21 -- Agreement to Lease, dated as of August 28, 1985, among Entergy Gulf States, City National
Bank of Baton Rouge, as Owner Trustee, and Prudential Interfunding Corp., as Trustor, in
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connection wvith th~ leasing of improflmunt to a Simulator and Training Facility for River
Bend Unit (10-69 to F1 6rnl ended December 31. 1985 in 1-2703).

(d) 22-- First Amended Powcr Sales Agrcemcnt. dated Dcember 1. 1985 between Sabinc Rivcr
Authority, State of Louisiana, and Sabine Rivcr Authority, State of Texas, and Entergy Gulf
States. Central Louisiana Electric Co.. Inc., and Lou'isiafia Power and Light Company (10-72
to Form 10-K for.the year ended December 31, 1985 in.1-2703).

+(d) 23-- Deferred Compensation Plan for Directors of Entcrgy Gulf States and Varibus Corporation, as
amended January 8, 1987, and effective January 1, 1987 (10-77 to Form 10-K for the ycar
ended December 31, 1986 in 1-2703). Amendment dated December 4, 1991 (10-3 to
Amendment No. 8 in Registration No. 2-7655 1).

+(d) 24-- Trust Agreement for Deferred Payments to be made b Entergy Gulf States pursuant to the
Executive Income Security Plan, by and between Entergy Gulf States and Bankers Trust
Company, effective November 1, 1986 (10-78 to Form 10-K for the year ended December 31,
1986 in 1-2703).

, .

+(d) 25 - Trust Agreement for Deferred Installments under Entergy Gulf States' Management Incentive
Compensation Plan and Administrative Guidelines by and between Entergy Gulf States and
Bankers Trust Company, effective June 1, 1986 (10-79 to Form 10-K for the ear ended
December 31, 1986 in 1-2703).

+(d) 26 - Nonqualified Deferred Compensation Plan for Officers, Nonemployee Directors and
Designated Key Employees,, effective December 1, 1985, as amended, continued and
completely restated effective as of March 1, 1991 (10-3 to Amendment No. 8 in Registration
No. 2-7655 1).

+(d) 27 - Trust Agreement for Entergy Gulf States' Nonqualified Directors and Designated Key
- Employees by and between Entergy Gulf States and First City Bank, Texas-Beaumont, N.A.

(now Texas C6mrnerce Bank), effective July 1, 1991 (10-4 to Form 10-K for the year ended
December 31, 1992 in 1-2703).

(d) 28 - Lease Agreement, dated as of June 29, 1987, among GSG&T, Inc., and Entergy Gulf States
related to the leaseback of the Lewvis Creek generating station (10-83 to Form 10-K for the
year ended December 31, 1988 in 1-2703).

(d) 29- Nuclear Fuel Lease Agreement between Entergy Gulf States and River Bend Fuel Services,
Inc. to lease the fuel for River Bend Unit 1, dated February 7, 1989 (10-64 to Form 10-K for
the year ended December 31, 1988 in 1-2703).

(d) 30- Trust and Investment Management Agreement between Entergy Gulf States and Morgan
Guaranty and Trust Company of New York (the "Decommissioning Trust Agreement) with
respect to decommissioning funds authorized to be collected by Entergy Gulf States, dated
March 15, 1989 (10-66 to Form 10-K for the year ended December 31, 1988 in 1-2703).

(d) 31 - Amendment No. 2 dated November 1, 1995 between Entergy Gulf States and Mellon Bank to
Decommissioning Trust Agreement (10(d) 31 to Form 10-K for the year ended December 31,
1995).
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(d) 32 -- Credit Agreement, dated as of December 29. 1993. among River Bend Fuel Services. Inc. and
Certain Commercial Lending Institutions and CIBC Inc. as Agent for the Lenders (10(d) 34 to
Fon 0- K for year ended December 3 1, 1994).

(d) 3 Amendment No. da ted as of January 3 1. to Credit Agreement, dated as of December 3 1.
1993, among River Bend Fuel Services, Inc. and certain commercial lending institutions and
CIBC Inc. as agent for Lenders (10(d) 33 to Form 10-K for the year ended December 31,
1995).

(d) 34 - Partnership Agreement by and among Conoco Inc., and Entergy Gulf States, CITGO
Petroleum Corporation and Vista Chemical Company, dated April 28, 1988 (10.67 to Form
10O-K for the vear ended December 31, 1988 in 1-2703 ).

+(d) 35 -- Gulf States Utilities Company Executive Continuity Plan, dated January 1, 1991 (10-6 to
Form 10-K for the year ended December 31, 1990 in 1-2703).

+(d) 36 -- Trust Agreement for Entergy Gulf States' Executive Continuity Plan, by and between Entergy
Gulf States and First City Bank, Texas-Beaumont, N.A. (now Texas Commerce Bank),
effective May 20, 1991 (10-5 to Form 10-K for the year ended December 31, 1992 in 1-2703).

+(d) 37 -- Gulf States Utilities Board of Directors' Retirement Plan, dated February 15, 1991 (10-8 to
Form 10-K for the year ended December 31, 1990 in 1-2703).

-i(d) 38 -- Gulf StatesUtilities Company Employees' Trustee Retirement Plan effective July 1, 1955 as
amended, continued and completely restated effective January 1, 1989; and Amendment No.1I
effective January 1, 1993 (10-6 t Form 10-K for the year ended December 31, 1992 in -
2703).

(d) 39 - Agreement and Plan of Reorganization, dated June 5, 19.92, between Entergy Gulf States and
Entergy Corporation (2 to Form 8-K, dated June 8, 1992 in, 1-2703).

+(d) 40 - Gulf States Utilities Company Employee Stock Owniership Plan, as amended, continued, and
completely restated effective.January 1, 1984, and January. 1,. 1985 (A to Form 1 1-K, dated
December 3 1, 1985 in 1-2703).

+(d) 41 - Trust Agreement under the Gulf States Utilities Company Employee Stock Owvnership Plan,
dated December. 3 0, 1976, between Entergy Gulf States and the Louisiana National Bank, as
Tnuiee (2-A to kegistration No. 2-62395).

+(d) 42 - Letter Agreement dated September 7, 1977 between Entergy Gulf States and the Trustee,
delegating certain of the Trustee's functions to the. ESOP Committee (2-B to Registration
Statement No. 2-623 95).

+(d) 43 - Gulf States Utilities Company Employees Thrift Plan as amended, continued and completely
restated effective as of January 1, 1992 (28-1 to Amendment No. 8 to Registration No. 2-
76551).

+(d) 44 - Restatement of Trust Agreement under the Gulf States Utilities Company Employees Thrift
Plan, reflecting cha3nges made through January 1, 1989, between Entergy Gulf States and First
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City Bank, Texas-Bcaumont, N.A.' (now Texas Commirce Bank ), as Trustce (2-A to Form 8-
K dated October 20; 1989.'f'i1 27 .03) {.';i' 

(d) 45-- Operating Agreement bctwcen Entergy Operations and Entcrgy Gulf States. dated as of
December 3 1, 1993 (B-2(f) to Rule 24 Certificate in 70-8059).

(d) 46-- Guarantee Agreement between Entcrgy Corporation,.and Entergy Gulf States, dated as of
December 3 1 1993 (B-5(a) to Rule 24 Ccrtificate in 70-8059).

(d) 47 -- Service Agreement with Entergy Services, dated as of December 31, 1993 (B-6(c) to Rule 24
Certificate in 70-8059).

+(d) 48 - Amendment to Employment Agreement between J. L. Donnelly and Entergy Gulf States, dated
December 22, 1993 (10(d) 57 to Form 10-K for the year ended December 31, 1993 in 1-2703).

(d) 49 - Assignment, Assumption and Amendment Agreement to Letter of Credit and Reimbursement
Agreement between Enlergy Gulf States, Canadian Imperial Bank of Commerce and Westpac
Banking Corporation (10(d) 58 to Form 10-K for the year ended December 31, 1993 in 1-
2703).

(d) 50- Third Amendment, dated January 1, 1994, to Entergy Corporation and Subsidiary Companies
Intercompany Income Tax Allocation Agreement (D-3(a) to Form US for the year ended
December31, 1993).

' (d) 51 - Refunding Agreement between Entergy' Gulf States and Vest Feliciana Parish (dated
December 20, 1994 (B-12(a) to Rule 24 Certificate dated December 30,1994 in 70-8375).

(d) 52- Agreement as to Expenses and Liabilities between Entergy Gulf States and Entergy Gulf States
Capital I, dated as of January 28, 1997 (10(d)52 to Form 10-K for the year ended
December 31, 1996 in 1-2703).

+(d) 53 - Agreement between Entergy Services and Gerald D. McInvale (10(a)-68 to Form 10-K for the
year ended December 31, 1997 in 1-11299).

Entergy Louisiana

(e) 1 -' Agreement, dated April 23, 1982, among:'Entergy Louisiana and certain 'other System
companies, relating to System Planning and Development and ntra-System Transactions
(10(a) I to Form 10-K for the year ended December 31, 1982, in 1-3517).

(e) 2 - Middle South Utilities System Agency Agreement, dated' December iI; 1970 (5(a)-2 in
241080).

(e) 3 - Amendment, dated as of February 10, 1971, to Middle South Utilities System Agency
Agreement, dated December 11, 1970 (5(a)4 in 2-41080).

(e) 4 - Amendment, dated May 12, 1988, to Middle South'Utilities System Agency Agreement, dated
December 11, 1970 (5(a) 4 in 2-41080).
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(c) 5 -- Middle South Utilities System Agency Coordination Agreement, dated December 11, 1970
(5(a)-3 in 2-41030).

(e) 6 -- Scrvice Agreement with Entergy Services, dated as of April 1, 1963 (5(a)-5 in 2-42523).

(e) 7 -- Amendment, dated as of January 1, 1972, to Service Agreement with Entergy Services (4(a)-6
in 245916).

(e) 8 -- Amendment, dated as of April 27, 1984, to Service Agreement with Entergy Services (10(a) 7
to Form 10-K for the year ended December 31, 1984, in 1-3517).

(e) 9 - Amendment, dated as of August 1, 1988, to Service Agreement with Entergy Services (10(d)-8
to Form 10-K for the year ended December 31, 1988, in 1-8474).

(e) 10-- Amendment, dated January 1, 1991, to Service Agreement with Entergy Services (0(d)-9 to
Form 10-K for the year ended December 31, 1990, in 1-8474).

(e) 11 - Amendment, dated January 1, 1992, to Service Agreement with Entergy Services (10(a)- I to
Form 10-K for the year ended December 31, 1994 in 1-3517).

(e) 12 through
(e) 24 - See 10(a)-12 through 10(a)-24 above.

(e) 25 - Fuel Lease, dated as of January 31, 1989, between River Fuel Company #2, Inc., and Entergy
Louisiana (B-l(b) to Rule 24 Certificate in 70-7580).

(e) 26-- Reallocation Agreement, dated as of July 28, 1981, among System Energy and certain other
System companies (B-1(a) in 70-6624).

(e) 27 - Compromise and Settlement Agreement, dated June 4, 1982, between Texaco, Inc. and Entergy
Louisiana (28(a) to Form 8-K, dated June 4, 1982, in 1-8474).

+(e) 28-- Post-Retirement Plan (10(c)23 to Form 10-K for the year ended December 31, 1983, in
1-8474).

(e) 29-- Unit Power Sales Agreement, dated as of June 10, 1982, between System Energy and Entergy
Arkansas, Entergy Louisiana, Entergy Mississippi and Entergy New Orleans (10(a) 39 to
Form 10-K for tI.e year ended December31, 1982, in 1-3517).

(e) 30- First Amendment to the Unit Power Sales Agreement, dated as of June 28, 1984, between
System Energy nd Entergy Arkansas, Entergy Louisiana, Entergy Mississippi and Entergy
New Orleans (19 to Form 10-Q for the quarter ended September 30, 1984, in 1-3517).

(e) 31 - Revised Unit Power Sales Agreement (10(ss) in 334033).

(e) 32 - Middle South Utilities, Inc. and Subsidiary Companies Intercompany Tax Allocation
Agreement, dated April 28, 1988 (D-1 to Form U5S for the year ended December 31, 1987).
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(e) 33-- First Amendment, dated January ,' 1990, to the Middlc South Utilities, Inc. and Subsidiary
Companies Intercompany Incomc Tax Allocation Agreement, dated January 1, 1990 (D-2 to
Form U5S for the vear ended December 3 1, 1989).

(e) 34 -- Second Amendment dated Januarv 1, 1992, to the Entergy Corporation and Subsidiary
Companies Intercompany Income Tax Allocation Agreement (D-3 to Form U5S for the year
ended December 31. 1992). a

(e) 35-- Third Amendment dated January 1, 1994 to Entergy Corporation and Subsidiary Companies
Intercompany Income Tax Allocation Agreement (D-3(a) to Form U5S for the year ended
December 31, 1993).

(e) 36 - Contract for Disposal of Spent Nuclear Fuel and/or High-Level Radioactive Waste, dated
February 2, 1984, among DOE, System Fuels and Entergy Louisiana (10(d)33 to Form 10-K
for the year ended December 31, 1984, in 1-8474).

(e) 37- Operating Agreement between Entergy Operations and Entergy Louisiana, dated as of June 6,
1990 (B-2(c) to Rule 24 Certificate, dated June 15, 1990, in 70-7679).

(e) 38 - Guarantee Agreement between Etergy Corporation and Entergy Louisiana, dated as of
September 20, 1990 (B-2(a), to Rule 24 Certificate, dated September 27, 1990, in 70-7757).

+(e) 39 - Executive Financial Counseling Program of Entergy Corporation and Subsidiaries (10(a) 52 to
Form 10-K for the year ended December31, 1989, in 1-3517).

+(e) 40- Entergy Corporation Annual Incentive Plan (10(a) 54 to Form 10-K for the year ended
December 31, 1989, in 1-3517).

+(e) 41 - Equity Onership Plan of Entergy Corporation and Subsidiaries (A-4(a) to Rule 24
Certificate, dated May 24, 1991, in 70-783 1).

-+(e) 42- Supplemental Retirement Plan (10(a) 69 to Form 10-K for the year ended December 31, 1992
in 1-3517).

+(e) 43 - Defined Contribution Restoration Plan of Entergy Corporation and Subsidiaries (10(a) 53 to
Form 10-Kfor the year ended December 31, 1989 in 1-3517).

+(e) 44 - Amendment No. I to the Equity Ownership Plan of Entergy Corporation and Subsidiaries
(10(a) 71 to Form 10-K for the year ended December 31, 1992 in 1-3517).

+(e) 45 - Executive Disability Plan of Entergy Corporation and Subsidiaries (10(a) 72 to Form 10-K for
the year ended December31, 1992 in 1-3517).

+(e) 46 - Executive Medical Plan of Entergy Corporation and Subsidiaries (10(a) 73 to Form 10-K for
the year ended December 31, 1992 in 1-3517).

+(e) 47 - Stock Plan for Outside Directors of Entergy Corporation and Subsidiaries (10(a) 74 to
Form .10-K for the year ended December31, 1992 in 1-3517).-
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+(e) 48-- Summary Description of Private Ownership Vehicle Plan of Entcrgy Corporation and
Subsidiaries (10(a) 75 to Form 10-K for the year ended December 31, 1992 in 1-3517).

+(e) 49-- Agreement between Entergy Corporation and Edwin Lupberger (10(a) 42 to Form 10-K for the
year ended December31, 1985 in 1-3517).

+(e) 50 -- Agreement between Entergy Corporation and Jerry D. Jackson (10(a) 67 to Form 10-K for the
year ended December 31, 1992 in I -35 17).

+(e) 51 -- Agreement between Entergy Services and Gerald D. Mclnvale (10(a) 68 to Form 10-K for the
year ended December 31, 1992 in 1-35 17).

+(e) 52 -- Agreement between Entergy Services and Gerald D. McInvale (10(a)-68 to Form 10-K for the
year ended December 31, 1997 in 1- 11299).

+(e) 53 -- Agreement betwnm System Energy and Donald C. Hintz (10(b) 47 to Form 10-K for the year
ended December 31, 1991 in 1-9067).

+(e) 54-- Summary Description of Retired Outside Director Benefit Plan (10(c)90 to Form 10-K for the
year ended December 31, 1992 in 1-10764).

+(e) 55 - Amendment to Defined Contribution Restoration Plan of Entergy Corporation and Subsidiaries
(10(a) 81 to Form 10-K for the year ended December 31, 1993 in 1-11299).

+(e) 56-- System Executive Retirement Plan (10(a) 82 to Form 10-K for the year ended December 31,
1993 in 1-11299).

(e) 57-- Installment Sale Agreement, dated July 20, 1994, between Entergy Louisiana and St. Charles
Parish, Louisiana (B-6(e) to Rule 24 Certificate dated August 1, 1994 in 70-7822).

(e) 58 - Installment Sale Agreement, dated November 1, 1995, between Entergy Louisiana and St.
Charles Parish, Louisiana (B-6(a) to Rule 24 Certificate dated December 19, 1995 in 70-
8487).

(e) 59- Agreement as to Expenses and Liabilities between Entergy Louisiana, Inc. and Entergy
Louisiana Capital I dated July 16, 1996 (4(d) to Form 10-Q for the quarter ended June 30,
1996 in 1-8474).

Entergy Mississippi

(f) 1 - Agreement dated April 23, 1982, among Entergy Mississippi and certain other System
companies, relating to System Planning and Development and Intra-System Transactions
(10(a) I to Form 10-K for the year ended December 31, 1982, in 1-3517).

(f) 2 -- Middle South Utilities System Agency Agreement, dated December 11, 1970 (5(a)-2 in
241080).

(f) 3 - Amendment, dated February 10, 1971, to Middle South Utilities System Agency Agreement,
dated December 11, 1970 (5(a) 4 in 241080).
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(f) 4 -- Amendmcnt, dated May l2,-1988,'to iddlckSouth Utilities System Agency Agreement. dated
Deccmber II. 1970 (5(a) 4 in 2-41080).

(f) 5 -- Middle South Utilities System Agency Coordination Agreement, dated December 11. 1970
(5(a)-3 in 2-41080).

(f) 6 -- Service Agreement with Entergy Services, dated as of April l, 1963 (D in 37-63).

(f) 7 -- Amendment, dated Januan 1, 1972, to Service Agreement with Entergy Services (A to Notice,
dated October 14, 1971, in 37-63).

(f) 8 -- Amendment, dated April 27, 1984, to Service Agreement with Entergy Services (10(a) 7 to
Form 10-K for the year ended December 31, 1984, in 1-3517).

(f) 9 -- Amendment, dated as of August 1, 1988, to Service Agreement with Entergy Services (10(e) 8
to Form' 10-K for the year ended December 31, 1988, in 0-320).

(f) 10 - Amendment, dated January 1, 1991, to Service Agreement with Entergy Services (10(e) 9 to
Form 10-K for the vear ended December 31, 1990, in 0-320).

(f) 11 - Amendment, dated January 1, 1992, to Service Agreement ith Entergy Services (10(a)-l to
Form 10-K for the year ended December 31, 1994 in 1-3517).

(f) 12 though
(f) 24-- See 10(a)-12 - 10(a)-24 above.

(f) 25 -- Installment Sale Agreement, dated as of June 1, 1974, between Entergy Mississippi and
Washington County, Mississippi (B-2(a) to Rule 24 Certificate, dated August 1, 1974, in 70-
5504).

(e 26 - Installment Sale Agreement, dated as of July 1, 1982, between Entergy Mississippi and
Independence County, Arkansas, (B-1(c) to Rule 24 Certificate dated July 21, 1982, in 70-
6672).

(f) 27- Installment Sale Agreement, dated as of December 1, 1982, between Entergy Mississippi and
Independence County, Arkansas, (B-l(d) to Rule 24 Certificate dated December 7, 1982, in
70-6672).

(f) 28- Amended and Restated Installment Sale Agreement, dated as of April 1, 1994, between
Entergy Mississippi and Warren County, Mississippi, (B-6(a) to Rule 24 Certificate dated
May 4, 1994, in 70-7914).

(f) 29 - Amended and Restated Installment Sale Agreement, dated as of April 1, 1994, between.
Entergy Mississippi and Washington County, Mississippi, (B-6(b) to Rule 24 Certificate dated
May 4, 1994, in 70-7914).

(0 30-- Substitute Power Agreement, dated as of May 1, 1980, among Entergy Mississippi, System
Energy and SMEPA (B-3(a) in 70-6337).
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(f) 31 -- Amendment, dated December 4, 184, to the Independence Steam Electric Station Operating
Agreement (10(c) 51 to Form 10-K for the year ended December 31, 1984. in 0-375).

(f) 32-- Amendmcnt. dated December 4. 1984. to the ndependence Steam Electric Station Ownership
Agreement (10(c) 54 to Form 10-K for the vcar ended December 3 1, 1984, in 0-375).

(f) 33 -- Owners Agreement, dated November 28, 1984. among Entergy Arkansas, Entcrgy Mississippi
and other co- owners of the Independence Station (10(c) 55 to Form 10-K for the year ended
December 31, 1984, in 0-375).

(f) 34-- Consent, Agreement and Assumption, dated December 4, 1984, among Entergy Arkansas,
Entergy Mississippi, other co-owners of the Independence Station and United States Trust
Company of New York, as Trustee (10(c) 56 to Form 10-K for the year ended December 31,
1984, in 0-375).

(f0 35 -- Reallocation Agreement, dated as of July 28, 1981, among System Energy and certain other
System companies (B-I(a) in 70-6624).

+(f 36- Post-Retirement Plan (10(d) 24 to Form 10-K for the year ended December 31, 1983, in
0-320).

(f) 37 - Unit Power Sales Agreement, dated as of June 10, 1982, between System Energy and Entergy
Arkansas, Entergv Louisiana, Entergy Mississippi, and Entergy New Orleans (10(a) 39 to
Form 10-K for theyear ended December 31, 1982, in 1-3517).

(f) 38-- First Amendment to the Unit Power Sales Agreement, dated as of June 28, 1984, between
System Energy and Entergy Arkansas, Entergy Louisiana, Entergy Mississippi, and Entergy
New Orleans (19 to Form 10-Q for the quarter ended September 30, 1984, in 1-3517).

(f) 39 -- Revised Unit Power Sales Agreement (10(ss) in 33-4033).

(f) 40- Sales Agreement, dated as of June 21, 1974, between System Energy and Entergy Mississippi
(D to Rule 24 Certificate, dated June 26, 1974, in 70-5399).

(f) 41-- Service Agreement, dated as of June 21, 1974, between System Energy and Entergy
Mississippi (E to Rule 24 Certificate, dated June 26, 1974, in 70-5399).

(f) 42 -- Partial Termination Agreement, dated as of December 1, 1986, between System Energy and
Entergy Mississippi (A-2 to Rule 24 Certificate dated January 8, 1987, in 70-5399).

(f) 43 - Middle South Ulilities, Inc. and Subsidiary Companies Intercompany Income Tax Allocation
Agreement, dated April 28, 1988 (D-1 to Form USS for the year ended December 31, 1987).

(f) 44-- First Amendment dated January 1, 1990 to the Middle South Utilities Inc. and Subsidiary
Companies Intercompany Tax Allocation Agreement (D-2 to Form USS for the year ended
December 31, 1989).

(f) 45-- Second Amendment dated January 1, 1992, to the Entergy Corporation and Subsidiary
Companies Intercompany Income Tax Allocation Agreement (D-3 to Form USS for the year
ended December 31, 1992).
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(f) 46-- Third Amendmcnt dated January 1. i994to Entcrgy Corporation and Subsidiary Companies
Intercompany Income Tax Allocation Agrcement (D-3(a) to Form US for the ear nded
December 31, 1993).

+(f) 47-- Executive Financial Counseling Program of Entcrgy Corporation and Subsidiaries (10(a) 52 to
Form 10-K for the year ended December 31. 1989, in 1l3517)

+(f) 48-- Entergy Corporation Annual Incentive Plan (10(a) 54 to Form 10-K for the year ended
December 31, 1989, in 1-3517).

+(f) 49 - Equity Ownership Plan of Entergy Corporation and Subsidiaries (A-4(a) to Rule 24
Certificate, dated May 24, 1991, in 70-7831).

+(f) 50 Supplemental Retirement Plan (0(a)69 to Form 10-K for the year ended December 31, 1992
in 1-35 17).

+(f) 51-- Defined Contribution Restoration Plan of Entergy Corporation and Subsidiaries (10(a)53 to
Form 10-K for the year ended December 31, 1989 in 1-3517).

+(f) 52 - Amendment No. I to the Equity Ownership Plan of Entergy Corporation and Subsidiaries
(10(a)71 to Form 10-K for the year ended December 31, 1992 in 1-3517).

+(f) 53 - Executive Disability Plan of Entergy Corporation and Subsidiaries (10(a)72 to Form 10-K for
the year ended December 31, 1992 in 1-3517).

+(f) 54 -- Executive Medical Plan of Entergy Corporation and Subsidiaries (10(a)73 to Form 10-K for
the year ended December 31, 1992 in 1-3517).

+(f) 55 - Stock Plan for Outside Directors of Entergy Corporation and Subsidiaries, as amended
(10(a)74 to Form 10-K for the year ended December 31, 1992 in 1-3517).

+(f) 56- Summary Description of Private Ownership Vehicle Plan of Entergy Corporation and
Subsidiaries (10(a)75 to Form 10-K for the year ended December 31, 1992 in 1-3517).

+(f) 57 - Agreement between Entergy Corporation and Edwin Lupberger (10(a)-42 to Form 10-K for
the year ended December 31, 1985 in 1-3517).

+(f) 58 - Agreement between Entergy Corporation and Jerry D. Jackson (0(a)-67 to Form 10-K for the
year ended December 31, 1992 in 1-3517).

+(f 59 - Agreement between Entergy Services and Gerald D. McInvale (10(a)-68 to Form 10-K for the
year ended December 31, 1992 in 1-3517).

+(f) 60 - Agreement between Entergy Services and Gerald D. Mclnvale (10(a)-68 to Form 10-K for the
year ended December 31, 1997 in 1-11299).

+(f) 61 - Agreement between System Energy and Donald C. Hintz (10(b)47 to Form 10-K for the year
ended December 31, 1991 in 1-9067).
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+(f) 6?-- Summary Dcscription of Retired Outside Director Benefit Plan (10(c)-90 to Form 10-K for the
year ended December 31. 1992 in 1-10764).

+(f) 63 -- Amendment to Defined Contribution Restoration Plan of Entergv Corporation and Subsidiaries
(10(a) 81 to Form 10-K for the year ended December 31, 1993 in 1-1 1299).

+(f) 64 -- System Executive Retirement Plan (10(a) 82 to Form 10-K for the year ended December 3 1.
1993 in I- 11299).

Entergy New Orleans

(g) I -- Agreement, dated April 23, 1982, among Entergy New Orleans and certain other System
companies, relting to System Planning and Development and Intra-System Transactions
(10(a)-I to Form 10-K for the year ended December 31, 1982, in 1-35 17).

(g) 2 -- Middle South Utilities System Agency Agreement, dated December 11, 1970 (5(a)-2 in
241080).

(g) 3 -- Amendment dated as of February 10, 1971, to Middle South Utilities System Agency
Agreement, dated December 11, 1970 (5(a)-4 in 2-41080).

(g) 4 -- Amendment, dated May 12, 1988, to Middle South Utilities System Agency Agreement, dated
December 11, 1970 (5(a) 4 in 241080).

(g) 5 -- Middle South Utilities System Agency Coordination Agreement, dated December 11, 1970
(5(a)-3 in 241080).

(g) 6 -- Service Agreement with Entergy Services dated as of April 1, 1963 (5(a)-5 in 242523).

(g) 7 -- Amendment, dated as of January 1, 1972, to Service Agreement with Entergy Services (4(a)-6
in 245916).

(g) 8 - Amendment, dated as of April 27, 1984, to Service Agreement with Entergy Services (10(a)7
to Form 10-K for the year ended December 31, 1984, in 1-3517).

(g) 9 - Amendment, dated as of August 1, 1988, to Service Agreement with Entergy Services (10(0-8
to Form 10-K fr the year ended December 31, 1988, in 0-5807).

(g) 10- Amendment, dated January 1, 1991, to Service Agreement with Entergy Services (10(f)-9 to
Form 10-K for the year ended December 31, 1990, in 0-5807).

(g) 11 - Amendment, dated January 1, 1992, to Service Agreement with Entergy Services (10(a)-I to
Form 10-K for year ended December 31, 1994 in 1-3517).

(g) 12 through
(g) 24 -- See 10(a)-12 - 10(a)-24 above.

(g) 25 -- Reallocation Agreement, dated as of July 28, 1981, among System Energy and certain other
System companies (B-l(a) in 70-6624).
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-(g) 26-- Post-Retircment Plan ((e)v22 to'F6'rm- O-K for the year ended December 31, 1983, in
1-131) I9).

(g) 27 -- Unit Power Sales Agreement, dated as of June 10, 1982, between System Energy and Entergy
Arkansas, Entergy Louisiana. Entergy Mississippi and Entergy New Orleans (10(a) 39 to
Form 10-K for the bear ended December 31, 1982, in 1-3517).

. ..-.. , .-

(g) 28-- First Amendment to the Unit Power Sales Agreement, dated as of June 28, 1984, between
System Energy and Entergy Arkansas, Entergy Louisiana, Entergv Mississippi and Entergy
New Orleans (19 to Form 10-Q for the quarter ended September 30, 1984, in 1-3517).

(g) 29-- Revised Unit Power Sales Agreement (10(ss) in 33-4033).

(g) 30 -- Transfer Agreement, dated as of June 28, 1983, among the City of New Orleans, Entergy New
Orleans and Regional Transit Authority (2(a) to Form 8-K, dated June 24, 1983, in 1-1319).

(g) 31 - Middle South Utilities, Inc. and Subsidiary Companies Intercompany Income Tax Allocation
Agreement, dated April 28, 1988 (D-1 to Form U5S for the year ended December 31, 1987).

(g) 32-- First Amendment, dated January 1, 1990, to the Middle South Utilities, Inc. and Subsidiary
Companies Intercompany Income Tax Allocation Agreement (D-2 to Form U5S for the year
ended December 31, 1989).

(g) 33-- Second Amendment dated January 1, 1992, to the Entergy Corporation and Subsidiary
Companies Intercompany Income Tax Allocation Agreement (D-3 to Form U5S for the year
ended December 31, 1992).

(g) 34 - Third Amendment dated January 1, 1994 to Entergy Corporation and Subsidiary Companies
Intercompany Income Tax Allocation Agreement (D-3(a) to Form U5S for the ear ended
December 31, 1993).

+(g) 35 - Executive Financial Counseling Program of Entergy Corporation and Subsidiaries (10(a)52 to
Form 10-K for the year ended December 31, 1989, in 1-3517).

+(g) 36 - Entergy Corporation Annual Incentive Plan (10(a)54 to Form 10-K for the year ended
December 31, 1989, in 1-3517).

+(g) 37 - Equity Ownership Plan of Entergy Corporation and Subsidiaries (A-4(a) to Rule 24
Certificate, dated May 24, 1991, in 70-783 1).

+(g) 38- Supplemental Retirement Plan (10(a)69 to Form 10-K for the year ended December 31, 1992
in 1-3517).

+(g) 39-- Defined Contribution Restoration Plan of Entergy Corporation and Subsidiaries (10(a)53 to
Form 10-K for the year ended December31, 1989 in 1-3517).

+(g) 40 - Amendment No. I to the Equity Ownership Plan of Entergy Corporation and Subsidiaries
(10(a)71 to Form 10-K for the year ended December 31, 1992 in 1-3517).
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+(g) 41 -- Executive Disability Plan of Entergy Corporation and Subsidiaries (10(a)72 to Form 10-K for
the vear ended December 3 1. 1992 in 1-3517).

+(g) 42-- Exccutive Medical Plan of Entergy Corporation and Subsidiaries (10(a)73 to Form 10-K for
the sear ended December 31. 1992 in 1-35 17).

+(g) 43-- Stock Plan for Outside Directors of Entergy, Corporation and Subsidiaries, as amended
(10(a)74 to Form 10-K for the year ended December 31, 1992 in I-3517).

+(g) 44-- Summary Description of Private Ownership Vehicle Plan of Entergy Corporation and
Subsidiaries (C(a)75 to Form 10-K for the year ended December 31, 1992 in 1-3517).

+(g) 45-- Agreement between Entergy Corporation and Edwin Lupberger (10(a)-42 to Form 10-K for
the year ended December 31, 1985 in 1-3517).

+(g) 46 -- Agreement between Entergy Corporation and Jerry D. Jackson (0(a)-67 to Form 10-K for the
year ended December 31, 1992 in 1-3517).

+(g) 47 -- Agreement between Entergy Services and Gerald D. Miclnvale (10(a)-68 to Form 10-K for the
year ended December 31, 1992 in 1-3517).

+(g) 48 -- Agreement between Entergy Services and Gerald D. McInvale (10(a)-68 to Form 10-K for the
year ended December 31, 1997 in 1-1 1299).

+(g) 49 -- Agreement between System Energy and Donald C. Hintz (10(b)-47 to Form 10-K for the year
ended December 31, 1991 in 1-9067).

+(g) 50 -- Summary Description of Retired Outside Director Benefit Plan (10(c)-90 to Form 10-K for the
year ended December 3 1, 1992 in 1-10764).

+(g) 5 I - Amendment to Defined Contribution Restoration Plan of Entergy Corporation and Subsidiaries
(10(a) 81 to Form 10-K for the year ended December 31, 1993 in 1-11299).

+(g) 52- System Executive Retirement Plan (10(a) 82 to Form 10-K for the year ended December 31,
1993 in 1-11299).

Entergy London

(h) I - London Electricity Public Electricity Supply ("PES') License dated March 26, 1990, as
revised through January 8, 1996 (10.01 in File No. 333-33331).

(h) 2 - Modifications to the PES License issued to London Electricity effective October 1997 (10.02
in File No. 333-33331).

(h) 3 - Second-Tier License to Supply Electricity for London Electricity dated March 25, 1991 (10.03
in File No. 333-33331).

(h) 4 - Pooling and Settlement Agreement dated March 30, 1990, as amended and restated at
October 17, 1996, and as supplemented through July 28, 1997 among the Generators named
therein, the Suppliers named therein (including London Electricity), Energy Settlements and
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Information Services (as Settlement System Administrator), Energy Pool Funds Administration
Limited (as Pool Funds Administrator), The National Grid Company plc (as Grid Operator
and Ancillarv Services Provider), London Electricity and Other Parties (10.04 in File No.
333-33331).

(h) 5 -- Master Connection and Use of System Agrcementdited as of March 30, 1990 among The
National Grid Company plc and its users (including London Electricity) (10.05 in File No.
333-33331).

(h) 6 -- Master Agreement dated as of October 25, 1995 among The National Grid Holding plc, The
National Grid Company plc, London Electricity and the other RECs (10.06 in File No.
333-33331).

(h) 7 -- Memorandum of Understanding between the National Grid Group plc, London Electricity and
each of the RECs, dated November 17, 1995 (10.07 in File No. 333-3333 1).

+(h) 8 -- Agreement between Entergy Services and Gerald D. McInvale (10(a)-68 to Form 10-K for the
year ended December 31, 1997 in 1-11299).

(12) Statement Re Computation of Ratios

*(a) Entergy Arkansas's Computation of Ratios of Earnings to Fixed Charges and of Earnings to Fixed
Charges and Preferred Dividends, as defined.

*(b) Entergy Gulf States' Computation of Ratios of Earnings to Fixed Charges and of Earnings to Fixed
Charges and Preferred Dividends, as defined.

*(c) Entergy Louisiana's Computation of Ratios of Earnings to Fixed Charges and of Earnings to Fixed
Charges and Preferred Dividends, as defined.

*(d) Entergy Mississippi's Computation of Ratios of Earnings to Fixed Charges and of Earnings to Fixed
Charges and Preferred Dividends, as defined.

*(e) Entergy New Orleans' Computation of Ratios of Earnings to Fixed Charges and of Earnings to Fixed
Charges and Preferred Dividends, as defined.

*(f) System Energy's Computation of Ratios of Earnings to Fixed Charges, as defined.

*(g) Entergy London's Computation of Ratios of Earnings to Fixed Charges, as defined.

*(21) Subsidiaries of the Registrants

(23) Consents of Experts and Counsel

*(a) The consent of Coopers & Lybrand L.L.P. is contained herein at page 250.

*(24) Powers of Attorney
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(27) Financial Data Schedule

*(a) Financial Data Schcdu'c for Entergy Corporation and Subsidiaries as of December 31, 1997.

*(b) Financial Data Schedule for Entergy Arkansas as of December 31. 1997.

*(c) Financial Data Schedule for Entergv Gulf States as of December 31, 1997.

¢(d) Financial Data Schedule for Entergv Louisiana as of December 31, 1997.

*(e) Financial Data Schedule for Entergy lississippi as of December 31, 1997.

*(f) Financial Data Schedule for Entergy New Orleans as of December 31, 1997.

Financial Data Schedule for System Energy as of December 31, 1997.

(h) .Financial Data Schedule for Entergy London as of December 31, 1997.

* Filed herewith.
+ Management contracts or compensatory plans or arrangements.
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