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Entergy Corporation: All About Performance
2003 was a year of strong performance at Entergy. In this report, we
measure how Entergy performed in 2003 against the goals and aspirations
advanced in last year’s annual report. We also update our goals and
outline steps we're taking to maintain a high standard of performance.

For a company that calls New Orleans home, the word “performance”
also evokes the rich musical heritage of this region, where a host of
musical styles were born or nourished. So, we’re highlighting a number
of popular musical styles that were contemporary with important
milestones in our company’s 90-year history.

Since we refocused our strategy in 1998, Entergy has consistently
performed for customers, investors, and all Entergy stakeholders.
As we look to the future, we're committed to delivering the performance
our stakeholders count on - reliable service, steady growth, unfailing

integrity - year after year after year.
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Productivity Improvement

A critical near-term initiative is to reduce total annual operation and maintenance expense by
$145 million, and to reduce maintenance capital outlays by $350 million, by 2006. The increase in
productivity improvements, combined with planned uprates to expand the capacity of our nuclear
plants, will move us closer to achieving consistent 10 percent returns on total invested capital.

We took a significant step toward this operation and maintenance expense goal with the
completion of our Voluntary Severance Program in December 2003. The VSP was well designed,
targeting specific processes or functions where best practices or technology enhancements have
been proven. We are eliminating work, and the VSP aligns the workforce with the remaining
business needs. A total of 1,100 employees participated in the program. The long-term value of
effective and efficient processes will clearly exceed the initial costs, which resulted in an after-tax
charge of $123 million. The initiative will produce annual savings of about $70 million after tax,

resulting in a three-year net present value of $90 million.

¢¢Entergy was honored as the top performer in the Edison Electric Institute’s Index
of Shareholder-Owned Electric Utilities, with a total return of 110.7 percent for the
five-year period ended September 30, 2003. 22

In our benchmarking efforts, we've found that the safest, most reliable operations are also the
lowest cost over the long run, and we firmly believe these productivity increases are sustainable.
U.S. capital-intensive industries have achieved 5 percent productivity improvements year after year
for decades. That doesn’t mean that everybody can do it - high-performing companies break from
the pack. For example, ten years ago we honestly could not see how we could get nuclear costs
below $25/MWh. But at the same time we knew that if we didn’t, we’d face a huge competitive
disadvantage. Now we’re operating plants at $15/MWh, and we've identified more room for

reducing inefficiencies, without compromising safety and reliability standards.

Innovative Regulatory Initiatives
Over the coming year, we’ll continue to focus on advancing creative regulatory solutions that are
good for all our stakeholders.

This is what we did in our New Orleans rate case last year. Entergy New Orleans obtained a
$30 million base rate increase, but the customers’ retail bill was less as we implemented an
innovative plan to acquire generation supplies at the lowest cost, replacing more expensive power

purchases and less-reliable, less-efficient generation. In addition, we gained the opportunity to

earn a higher return on equity through a performance-based incentive plan.
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We have rate filings being considered this year for both Entergy Louisiana and Entergy Gulf States —
Louisiana, and our expectation is that they can be resolved in much the same way. That is, we believe
that savings from the generation supply plan can mitigate base rate increases, and that performance-
based ratemaking mechanisms can align the economic interests of shareholders and customers, giving
us the opportunity to earn a higher ROE by achieving superior performance for customers.

We've also been active in developing an efficient transmission grid. In December, however, Entergy
and other sponsors suspended efforts to form the SeTrans Regional Transmission Organization, as it
became clear that state and federal regulators were unlikely to reach consensus on jurisdictional issues
and approve the RTO.

A key initiative for 2004 is to receive approval for our interim transmission solution in lieu of
SeTrans. The interim structure provides for grid operator independence with substantial duties
assigned to an outside expert. It also provides more efficient pricing through a transition from rolled-in
prices — which simply allocate transmission costs among everyone who uses the grid - to participant
funding - which assigns costs to the users who are actually causing them. Over the long term, we still
support a transmission structure that incorporates locational marginal pricing, but we must
demonstrate to our state regulators that the transaction costs do not outweigh the efficiency benefits
to be gained.

¢¢Over the coming year, we’ll continue to focus on advancing creative regulatory

solutions that are good for all our stakeholders.??

A Note on Entergy-Koch Trading
In last year’s annual report, we said that EKT was one of the only large trading companies with an
“unblemished record” with regard to market manipulation or simultaneous trading activities designed
to inflate volumes and revenues. Later in the year, however, the U.S. Commodity Futures Trading
Commission conducted an investigation of EKT’s trading and reporting of natural gas transactions.
We were surprised and disappointed, along with Entergy-Koch management, that a handful of
traders had not taken reporting as seriously as they do, for example, managing risk or other duties.
While many of the companies in the industry have found themselves in less than perfect compliance
with changing rules and standards, we expect more. It was a fundamental breakdown in the way

Entergy-Koch does business. We have taken very serious steps internally to ensure that accuracy in

reporting is never again an issue, and that similar breakdowns don’t occur in other areas.
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We will continue to evaluate other mechanisms to deploy cash such as stock buybacks and, of
course, dividends, consistent with our acquisition opportunities and successes. We will not sit on
excess cash earning very low interest. At the same time, we know that liquidity is an advantage.
With the market in turmoil, we don’t know which opportunities will open first, or when, and being
able to move quickly to put cash on the table could be decisive to seizing the best opportunities.

It is worth emphasizing here that we are not about “break-out” investments. Markets tend to be
fairly efficient in this regard. We do seek “break-out” performance in the combination of diversity,
synergy, price risk management, operational excellence, locational advantage, and a host of other

daily blocking and tackling that adds up over time to consistently superior results.

€< As we celebrate the 90th anniversary of the founding of our company, we recognize and
appreciate those who built a great company, and acknowledge the serious responsibility

to maintain that legacy for investors, customers, and employees.??

Thanks for Great Performances

Before closing we want to recognize Don Hintz, who will retire as a full-time employee in April
2004. Don has been the driving force behind the turnaround in the performance of Entergy’s legacy
nuclear fleet, and the adoption and successful execution of our nuclear growth strategy, and he has
served with distinction as president of Entergy since 1999. Over the last few years Don has made
personal sacrifices to hold off on retirement until he could assemble the right team to carry on his
legacy of operational excellence and continuous improvement in nuclear and other operations. Don
has been nominated to the Board of Directors, and we’re grateful for his willingness to serve
Entergy in this new role.

‘We welcome Leo Denault to his new role as Executive Vice President and Chief Financial Officer.
As a key member of Entergy's finance team for the past five years, Leo is deeply prepared for the role
of CFO, and he has extensive knowledge of the utility industry and of commodity markets.

We also want to recognize Admiral George Davis, who is retiring from the Board, for the valuable
contribution he has made to our company over the past six years. And we welcome Steven Wilkinson,
who was elected to the Board this past October.

We owe special thanks to our employees, who not only continued to improve service, reliability,
and efficiency day after day, and who not only rose to the challenge once again of a major tropical
storm in our service area, but who also contributed an unprecedented effort to power restoration in
Maryland and Virginia in the wake of massive damage caused by Hurricane Isabel last September.

As we celebrate the 90th anniversary of the founding of our company, we recognize and appreciate
those who built a great company, and acknowledge the serious responsibility to maintain that legacy
for investors, customers, and employees.

And we thank you, our audience, for your attention and support.

Sty #” G Gt

ROBERT Vv.D. LUFT, J. WAYNE LEONARD,
CHAIRMAN CHIEF EXECUTIVE OFFICER
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Earnings Per Share
(in dollars)

4.01
-

4.25

As-

Operational As- Operational
i Reported - Reported

98 03

Strong, Balanced Earnings Growth.

In the five years since Entergy adopted a refocused as well as growth initiatives in nuclear generation
strategy, the company has produced strong earnings  and energy commodities. Entergy’s strategy is
growth. Since 1998, operational earnings have to develop multiple sources of continued earnings
increased by a total of 91 percent. All areas of growth to help ensure consistent performance,
Entergy’s business have contributed: the core utility no matter what obstacles arise.

The dividend is part of a broader set of financial aspirations that reflect Entergy’s financial Components of
Operational EPS

(in dollars)
financial goal is to achieve and maintain returns to shareholders — a combination of earnings 98 03

%

strength and business prospects, guided by a well-developed market point of view. The overarching

growth and yield - that rank in the top quartile among peers. Our goal is to return cash to
shareholders in the most efficient way possible, while maintaining financial flexibility and liquidity %
to support continued growth in both earnings and the dividend.

We will look to increase the dividend annually consistent with progress toward achievement
of our financial aspirations. Those aspirations include maintaining near-term earnings growth

of 8-10 percent, comprised of 6 percent intrinsic growth and 2-4 percent growth from asset

acquisitions. We also seek long-term growth of 5-6 percent, equal to top-quartile growth in our i E‘
industry over the last 20 years. !
A critical element in realizing these financial aspirations is achieving improvements in
productivity. Entergy’s financial plans include incremental operation and maintenance cost
savings totaling $145 million, comprised of $10 million in the utility and $135 million in
Entergy’s competitive nuclear business, compared to 2002 baseline amounts. We expect to achieve ‘ 0.85

these productivity improvements by 20086.

In December 2003, Entergy completed a Voluntary Severance Program, designed to achieve
necessary staff reductions by offering enhanced severance benefits to eligible employees. A total 0.02
of 1,100 employees participated. Entergy recorded a one-time after-tax charge of $123 million
in 2003 for the severance costs associated with the VSP, while the staff reductions are expected

to produce annual savings of about $70 million after tax.

Environmental and Social Leadership

Entergy believes that strong financial performance goes hand in hand with serving the best
interests of all our stakeholders. That approach was reflected in Entergy’s selection for listing
on the Dow Jones Sustainability Index for 2004. This is the second consecutive year that Entergy

has been listed, one of only three U.S. electric utilities to be included. DJSI-listed companies

(0.01) = ;
must not only demonstrate strong financial performance, but must also show outstanding (0.15) (0.09)

leadership in environmental and social commitment.
@ Parent and Other
B utility
" Entergy Nuclear
n ¥ Energy Commodity Services

CQ)
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Once again in 2003 Entergy employees met
the challenge of a major storm in our service
area. In June, Tropical Storm Bill left nearly
150,000 Entergy customers without power,
mostly in the New Orleans area. Entergy
employees were also honored with EEI's
Emergency Assistance Award for their efforts
to restore power after Hurricane Isabel in
Maryland and Virginia.

In September 2003, Entergy’s Teamwork
Arkansas was recognized by Site Selection
magazine for the best record of all the North
American utility companies in the number of

jobs the company helped create per capita.

Positive Regulatory Environment
Entergy’s focus on efficiency, reliability, and
service has led to improved regulatory

relationships, and the opportunity to earn

Total Shareholder Return
(99-03;%)

Return on Invested Capital
(12 mos. ended 1Q98-4Q03;%)

e Y
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Index returned 13 percent. To support higher returns for shareholders, Enter
Py J y

has focused on improving the company’s return on invested capital. Between

mid 1998 when we adopted a refocused strategy and 2003 Entergy increased
ROIC by 64 percent

improved returns on the investments we have made to serve customers.

New OrLEANS - Entergy New Orleans obtained a $30.2 million retail rate increase and

the opportunity to earn a higher return on equity under a two-year formula rate plan.

Entergy New Orleans reported a loss in 2002 and faced a possible credit downgrade prior to

the rate settlement.

The settlement included the ability for Entergy New Orleans to earn above its allowed ROE

through incentives to acquire generation resources at prices that produce savings for

customers. These generation resource
agreements became effective on June 1, 2003,
subject to refund pending approval from the
Federal Energy Regulatory Commission,
which we anticipate in fourth quarter 2004.
Argansas - In May 2003, the Arkansas
Public Service Commission concluded that
planned replacements of the steam generator
and reactor vessel head for Arkansas Nuclear
One Unit 1 were in the best interest of Entergy
Arkansas customers. The $235 million
replacement project is expected to
be complete in fall 2005. This advance vote
authorizing an investment of this magnitude
offers support for future regulatory

cost recovery.

Performance Review

Club Utility

A solid performance that combined perennial crowd-pleasers (cutting
costs) with some new numbers (at Entergy New Orleans) and creative

renditions (generation supply plans).

2003 Goals
(in 2002 Annual Report)

2003 Performance

Make significant progress towards
achieving top-quartile cost
performance by identifying and
implementing process efficiencies.

Realized significant process
efficiencies such that our voluntary
severance program resulted in over
250 utility employee reductions.

Gain approval for a rate increase at
Entergy New Orleans that allows
the company to earn a fair return
on its investment.

Obtained a $30.2 million retail rate
increase and an ROE midpoint of
11.25 percent under a two-year
formula rate plan.

Move our generation supply plan
in Louisiana forward and introduce
performance incentives into the
rate of return formulas by year-end.

Generation supply plan
incorporated in New Orleans
settlement and in rate case filed by
Entergy Louisiana in January 2004.

Rating:
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Building-" Nuclear Se‘rvices Business

O CRRA Y

t,

Club Nuclear

2003 Goals
(in 2002 Annual Report)

Performance Review

Virtuoso performance in every way from hitting the high notes on
productivity to building the power through successful uprates — and
closing the deal on forward sales.

2003 Performance

at Northeast plants, reducing
average fleet operating costs.

Continue to improve productivity

Achieved average production costs of
$20/MWh, 31 percent below $29/MWh
prior to Entergy ownership.

2005 output and 50 percent of

plants by year-end 2003.

Sell or hedge at least 75 percent of

2006 output from our Northeast

Reached agreements to sell forward
54 percent of 2005 output and 45
percent of 2006 output.

Increase output at Pilgrim and
Indian Point 2 through power
uprates scheduled for 2003, on
time and on budget.

Completed 14 MW uprates at IP 2
and IP 3 and 18 MW uprate at
Pilgrim in 2003. Additional 44 MW
uprate scheduled for IP 2 in 2004.

sasne S e Fe
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Achieving New Levels of Operational Excellence.
Entergy has improved operations and reduced costs in
our Northeast fleet — the five nuclear units we
acquired between 1999 and 2002. In 2003, Entergy
achieved average production costs of $20/MWh,

31 percent below an average cost of
$29/MWh prior to Entergy ownership.
We have also increased the plants’
average capacity factor — the
percentage of potential generation
actually produced by a plant — by

19 percent under Entergy ownership. We're
striving to reach the performance levels of our
Southern fleet — while continually raising that bar.

Nuclear Northeast

Production Costs
(before ETR

ownership vs. 03
average $/MWh)

Before ETR
Ownership

03

Southern Fleet in 03 = $15/MWh

Safety, Security at Indian Point
In 2003, Entergy took several steps to ensure the continued safety and security of our Indian
Point Energy Center north of New York City.

The Nuclear Regulatory Commission improved its safety rating of Indian Point 2, removing
the “yellow finding” that was given to IP 2 in the fall of 2001. The NRC has now removed both
“red” and “yellow” findings at IP 2, officially reflecting improvements in safety at the plant
since Entergy purchased it.

In order to enhance the skills and demonstrate the capabilities of its security officers,
Indian Point volunteered to be among the first nuclear sites in the nation to take part in a pilot
program of force-on-force security exercises conducted by the NRC. The exercises, which were
conducted at Indian Point in the summer of 2003, are designed to examine recent security
enhancements added at the nation’s nuclear power plants to protect against an expanded
terrorist threat.

The NRC’s certification for emergency plans at Indian Point in 2003 reaffirmed the
Commission’s support of the facility’s critical position in the region and its safe operational

and security processes.

Entergy-Koch -
Balanced, Steady Performer
n 2001, Entergy strengthened its energy marketing and trading capabilities with the
launch of Entergy-Koch, LP, a joint venture with Koch Industries. Since that time,
EKLP has contributed $343 million to Entergy earnings, with profitability year after
year in its combined energy trading and gas pipeline operations. In 2003, Entergy-Koch’s
strong balance sheet began providing a new source of cash flow to Entergy, as we received the

first $100 million in dividends from EKLP.

Consistent Results in Trading

Entergy-Koch Trading’s contribution to Entergy’s earnings rose by 122 percent in 2003,
compared with the previous year. The improved earnings have not compromised EKT’s
conservative risk profile as its daily earnings at risk — a measure of risk in trading operations

—rose by only 26 percent in 2003 compared to 2002.

Nuclear Northeast

Capacity Factors
(before ETR
ownership vs. 03
average %)

|

Before ETR
Ownership

03

Southern Fleet in 03 = 97%

Sources of Generation

Gas/0il 30%

Nuclear 52%
Coal 18%

Entergy’s generating
fleet is one of the
cleanest in the nation.
Almost 80 percent of
Entergy’'s power comes
from clean nuclear and
natural gas generation.
As a result, emissions
of sulfur dioxide,
nitrogen oxide, and
mercury from Entergy
plants are far below
the industry average.
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costs and risk. In 2003, EKT expanded this
physical optimization business by adding
3,640 MW to its management portfolio in the
United States. This increases revenues from a
repeatable, lower-risk customer management
business. As EKT expands its presence in the
marketplace, it can demonstrate its
capabilities to asset owners with similar
physical optimization needs.

With the latest additions to its physical
optimization business, EKT now manages
commodity positions for a total of 9.8
gigawatts of generation and 149 BCF of gas
storage in the United States. EKT also
manages 1.2 gigawatts of generation in
Europe, and the company is working to
expand its trading capabilities and physical
optimization there, with a goal of building

operations to the level of the U.S. business.

Gulf South Focus on Productivity

Entergy-Koch Trading

U.S. Assets Under Management
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Entergy-Koch Trading expanded its physical optimization business
with the addition of 3,640 MW to its U.S. management portfolio in

2003. Growing EKT’s management of customer-owned power plants
and gas distribution systems in both the United States and Europe
is a key initiative for Entergy-Koch.

Results at Gulf South Pipeline suffered from a 17 percent decline in throughput in 2003, as higher

gas prices led industrial and power plant customers to switch to fuel oil or competitive carriers.

Average production costs increased 55 percent from the prior year, mainly as a result of incremental
legal and consulting expenses incurred primarily in connection with Gulf South’s defense of a,

lawsuit which it believes has no merit.

Gulf South’s diversified customer base — with
no customer class accounting for more than
35 percent of revenues - helped to moderate the
throughput decline. Gulf South’s storage
capabilities also reduced the impact of higher
gas prices. The higher volatility associated with
high gas prices increases storage utilization, as
customers seek greater flexibility to respond to
the market. Gulf South’s storage revenues
increased 23 percent over the previous year.

To improve its performance in 2004 and
beyond, Gulf South will continue to focus on
reductions in production costs. In addition, a
recent increase in firm pipeline transportation
rates should improve 2004 results.

In 2003, the Mastio rankings placed Gulf
South among the top five of the nation’s largest
pipelines for meeting commitments to
customers. The ranking enhances Gulf South’s
credibility among the country’s leading gas

pipeline supply companies.

Performance Review

Club E-K

The trading business delivered a stellar performance while Gulf South
was out of the groove — a mixed review for a combo whose past
performances have raised audience expectations.

2003 Goals
(in 2002 Annual Report)

2003 Performance

Obtain new customers, primarily by
advancing the physical optimization
business with a goal of doubling
over the next two years.

Increased physical optimization
earnings by 27 percent; added
3,640 MW under management; on
track to double business by year-
end 2005.

Achieve global growth in the
weather business by developing
distribution channels.

Continued efforts on distribution
channels; growth-to-date has been
slower than expected.

Continue to improve productivity
at Gulf South Pipeline.

Recorded higher production costs
due in part to higher fuel costs and
legal expenses.

Complete the Magnolia Gas Storage
facility on time and on budget.

Completed on time and on budget
in October 2003, but subsequent
problems have delayed operations.
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"MAﬁAes'n@snr‘s riNANcrAL ancussiON m'n ANALYSIS.

e Entergy Corporatxon is an investor-owned pubhc ut111ty

" “holding company . that operates pnmanly through three n
- business segments.” -

».U.8, UTILITY generates transmlts dxstnbutes and ‘

" . distribution.

.. Non-Urxu-n Nucuun owns and operates ﬁve nuclear

- power plants a.nd sells the electnc power produoed by .
. thoseplants to whol&sale customers This busmess also
- _provides services to other nuclea.r power pla.nt owners
- » ENERGY Couuom'n' SERVICES provxdes energy .
' ] ,oommodlty tradmg and gas transportatxon and storage

. services through Entergy-Koch LP. Energy Commodlty .

_* - Services also includes Entergy’s : non-nuclear wholesale .

: "assets business, which sells electric power produced by .

o those assets to wholesa.le customers while it focuses on
R selhng the maaonty of those assets ’

‘ Followmg are the peroentages of Entergy’s oonsohdated

o revenues and net income generated by these segments and'
R theperoentageoftotalassetsheldby them:-: .-~ -

Tl e ; v,% o'fReve"nule .
" Segment . - .. .. .2003. - -2002 - 2001

o Usulty-. . . - 82 - .82 77 U
o Non-UtxhtyNuclear . RIS R '14‘ L. 14 ‘.'8
Cr 'EnergyCommodltyServioes ’.'2 IR ST 114

"Parent&Other R S S

% of Net ‘Ineome‘ ’

" Segment .. .. .. " ““2003 2002 . 2001

o us. Uity .-, -, .- 0 52 - er - 77 -
) 'Non-UtllityNuclear R - RS - B | o
"'EnergyCommodxtyServioes oo e -:,_”‘.(23) Lo 14 -

' , Paremt&Other - . . - @ ® "®

- 9% of 'I‘otal Assets

' Segment-. . - - - - - . -2003 2008 2001

~us.utdity - . .. . - 79 - 79 .. .78
;Non-UtxhtyNuclear L s - 15 . ",‘ _16.. . 13
'_EnergyCommodxtyServices St 7 - 8- N

.‘_"jParent&Other' T ey T @

;f RESULTS or OPERATIONS o )

: Earmngs apphcable to oommon stock for the yea.rs ended

. December 31, 2003, 2002, and 2001 by operatmg seg'ment‘ N
_--areas follows @n thousands) ‘

sellselectncpower mthasma.llamountofnaturalgas : S A

. : Operatlxig- Segment ' ©.- 2003- .'. 2002 . 2001

| US. Utility $469,050  $583,251 . $550,243
. Non-Utility Nuclear ' ' 300,799 . . 200,505 . 127,880
. Energy Commodity Services - ' 180,454 - (145,830) . 105,939 -
". . Parent & Other - " (23,380) (38,568) _(57.868) =

Total - e N - $926,943 $599,360 ~ $726,196

Entergy’s income before ta.xes is dxscussed aeoorchng to -
- the business seg'ments hsted above Earnings for 2003 .
: mclude the $137.1 mllhon net-of-tax cumulatwe effect ofl )

changes in acoountmg prmmple that mcreased earnings in

' the first quarter of 2003, almost entirely resulting from the

implementation of Statement of Financial Accountmg

o : Standards (SFAS) 143, Earmngs were negatlvely affected m', i_
. 'the fourth quarter of 2003 by voluntary severance program - .

. ‘expenses of $122.8 nnlhon net-ofta.x "As part of an initia- -
o tlve to a.clueve product1v1ty unprovements with .a “goal of
‘ 'reducmg oosts pnmanly in the Non-Utllity Nuclear and
- Uss Utxhty busmesses, in the second half of 2003 Entergy

offered a voluntary severance prog'ram to employees in

_'vanous departments Approximately 1, 100 .employees, . .
B _mcludmg 650 employees in. nuclear operatxons from the. .
. Non-Utility Nuclear and US Utxhty busmess%. accepted .
* the offers. : o
Earmngs for 2002 were negatwely affected by net . .
charges ($238 3 ‘million net-of- “tax) reﬂectlng the effect of ' h
‘Entergy’s decision -to ‘discontinue additional greenfleld
: power plant development and asset unpau'ments r&sultmg g ' .
- from the. detenoratmg economics of - wholesale power
-* - markets’ prmc1pally in the United States and the United . -
‘ 'ngdom The net charg% are dxscussed more fully below. -
. in the Energy Commodlty Semoes discussion. See Note 12

to the consolidated financial statements for further discussion

.of Entergy’s busmess segments and their financial results 3
in 2003, 2002, a.nd2001., P :
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. . MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS continued

.. U.8, U'rn.x'rx . : ]
The decrease in earmngs for the U S. Utlhty for 2003 from -

‘ . $583 million to $469 million was pnmanly due to a
- $107.7. million ($65.6 million net-of tax) accrual of the loss
that would be associated with _a final, non-appealable decision

. disallowing abeyed River Bend plant costs; '$99% million

. ($70 1 million net-of- ta.x) of charges recorded in connection

) " with the voluntary severance program; and the $21.3 million -
-, net-of-tax cumulative effect of a change in accounting’ )
prmmple that reduced earnings at Entergy Gulf States in -

the first quarter of 2003  upon implementation of SFAS 143.
‘See “Critical Aocountmg Estimates - SFAS 143" below for

discussion of the unplementatlon of SFAS 143. Pa.rtxally

' offsetting the decrease in earnings were decreased mterest .

' charges and increased net revenue.
‘Thei increase in earnings for the U S. Utxhty for 2002 from

R _:$550 million to $583 million ‘was prxmanly due to an
increase in net revenue and a decrease in interest charges; )
pa.rtxal]y offset by increasesin deprecxatxon and amortxzatxon '

) " expenses and other operatlon a.nd mamtenance expenses

Net Revenue .
. 2003 Cournmm TO 2002 o :
" Net revenue, which is Entergys measure of gross margm

consists of operating revenues net of: 1) fuel,. fuel~re1ated o
_and purchased power expenses; and 2) other. regulatory'

credits. Followmg isan analysxs of the change in net Tevenue
, compa.rmg 2003 to 2002 (m mllhons)

$4,209.68

2002 net revenue . o
Base rate increases . - ) ..66.2
Base rate decreases * T (23.3) .
~ Fuel price . ‘ ‘ .56.2
. Asset retxrement oblxgauon . 429
Net wholesale revenue .. 232
Ma.rch 2002 Arkansas settlement agreement : _(154.0)
- Other (6.3)
" 2003 net revenue - 1 $4,214.5

. Base rates mcreased net revenue due to base rate i mcreases ,
‘at Entergy stsxss1pp1 and Entergy New Orleans ‘that '
became effective in ‘January 2003 and June 2003, respec -

tively. Entergy Gulf States implemented base rate decreases
in its 10u1s1a.na junsdxctlon effectwe June 2002 and

: '-'Ja.nua.ry 2003. The Janua.ry 2003 base rate decrease of

$22.1 million has a minimal unpact on net income due to a
correspondxng reductlon in" nuclear deprecxatlon and
decommissioning expenses associated thh the change in

accounting_ estimate to reﬂect an- assumed extensxon of "

- River Bend's useful life. ) -
The fuel prxce variance is due to a revxsed estxmate made

in December 2002 of the fuel cost component of the pmce :
: apphed to unbilled sales and further revision of that -

estlmate in the ﬁrst qua.rter of 2003

. The asset retirement obligation variance is due to the

implementation of SFAS 143,

the absence in 2003 of the effect of recording the ice storm

* settlement approved by the Arkansas Pubhc Service
'Commission (APSC) in 2002. This settlement resulted in
prev10usly deferred revenues at Entergy Arkansas per the -
_transition cost account mechanism being recorded in net
"revenue in the seoond quarter of 2002. The decrease is offset - '
.bya corresponding decrease in other operation and mainte-

nance expenses and has a minimal effect on net income.

Gross Operatlng Revenues and Regulatory Credits

chased power and natural gas. As such, this revenue increase
is offset by mcreased fuel and purchased power expenses ’
Other xegulatory credits decreased pnmanly due to the

to the December 2000 ice storms. The decrease was partla.lly

" offset by the asset xetu'ement obligation mentloned above, - .
" which increased other regulatory credits in 2003 to offset the ;

increases in depreoxatlon and decommissioning expenses.

' ~2002 COMPARED T0'2001 S
',‘Followmg is an ana.lysxs of the’ change in net revenue
: ,comparmg 2002 to 2001 (m mllhons)

/2001 net revenue . $3,873.1
March 2002 Arkansas settlement agreement 180.7
Volume/weather - 155.7
Fuel price - . 943
System Energy refund in’ 2001
Other . 347

_ 2002 net revenue $4,209.68

- The March 2002 settlement agreement is . dxscussed

“Accounting for Asset

Retirement Obhgatlons,” adopted in Ja.nuary 2003 Sce

. - “Critical Accounting Estimates™ for more details on SFAS ;

143. The increase is offset by increased depreciation and .

, Adecommissmning expenses and has no effect on net income. =

--The increase in net wholesale revenue is primarily due', : e

~ toan mcrease in sales volume to mumcxpal and cooperatlve N

. customers . - . .
" The March 2002 settlement agreement variance reﬂects '

.. Gross operating revenues include an increase in fuel cost . -~ - -
- recovery revenues of $682 million and $53 million i in electric
"and gas sales, respectwely, primarily due to hlgher fuel rates
_in 2003 resultlng from increases in the market prices of pur- -

,Ma.nch 2002 settlement agxeement mentloned above, which R
‘ Aincreased other regulatory credits in 2002 to offset other :
operatxon and mamtenanoe expenses of $159 9 million related :

»

(128.9) . - .

~above and is offset by an increase in other operation and -
ma.mtenance expenses. The effect on net income in 2002 is .
- decrease of $2.2 million. o
The volume/weather variance is due to mcreased electnmty o

usage in the service temtones. Billed usage increased a total *

‘of 2,149 GWh in the residential and commercial sectors. s



PR

ENTERGY CORPORATION AND SUBSIDIARIES 2003 .

i

'I'he fuel pmce va.nance is due to an increase in the .
" price applied to unbilled sales part1ally offset by a revised °
_*_ estimate made in December 2002 to the fuel component
e ofthatprlce L
-The effect of the System Energy refund resulted from

‘System Energy'’s applxcatmn to the Federal Energy

: Regulatory Commission (FERC) in May 1995 for a rate’ -
mcrease which it unplemented in December 1995 sub,]ect( .
“to refund. The request sought changes to System Energy’s
’ _"rate schedule; including increases in the revenue reqmrement .
assocxated w1th decomm1ss10mng costs, the deprecxatloni
-rate and the rate of return on common eqmty InJuly 2000,
. FERC approved a lower rate of return than the - rate
sought by System Energy Upon reoelpt ‘of a final FERC,'
~order in- -July 2001, Entergy Arkansas and 'Entergy -

Louisiana recorded entnes to spread the unpacts of FERC’s

o order to the various revenue, expense, asset, and ha.bxhty . )
.$28.5 million in - interest ‘on long-term ‘debt due to ‘the |
( _redemptlon and refmancmg of longterm debt. ‘Refer to N
- Note 5 to the oonsohdated ﬁnancm.l statements for detail
Sof long-term ‘debt outsta.ndmg as of December 31, 2003
. ’_and 2002., :
‘Energy -refund proceeding is dxscussed in Note 2 to the‘ O o
. 2002 Comwuu:n TO 2001 s :
In addition to the effect of the March 2002 settlement
’agreement at Entergy Arkansas,’ ‘the increase in other
: operatxon and maintenance €Xpenses was prunanly due to:

" accounts affected, as if the order had been in place since

commencement of the case in 1995 The accountmg entries’

necessary to’ record the effects of -the order reduced

purchased .power expenses in 2001, which resulted in a

: -. corresponding increase in net revenue in 2001. The System
'consohdated financial statements

,Gnoss Ornmrrmc anmwr:s .

Gross operatmg revenues include a decrease in fuel cost B
. Trecovery revenue of $897.4 million’ and $60.5 mﬂhon related
to electric sales and gas sa.les respectlvely, prlmarxly due to K
lower fuel recovery factors resulting from decreases in the

: market prices of natural gas and purchased power in 2002.

. A&s such, this revenue decrease is offset by decreased fuel :
. _and purchased power expenses :

) Other Income Statement Varlances
2003 COMPARED TO 2002 o - .
_Other operatxon and mamtenance expenses decreased

" primarily due to decreased expenscs at Entergy Arkansas -

The March 2002 settlement agreement that became final in

the second quarter of 2002, ‘allowing Entergy Arkansas to-

" recover a large maJorxty of 2000 and 2001 ice storm repair

* expenses through the prevxously-collected transition cost
_account amounts, increased Entergy Arkansas expenses by

. $159.9 ‘million in 2002. This increase in expenses in 2002 -
o was offset by a regulatory credit resultmg in no effect on
et income: The decrease was partlally offset by an mcrease :
of $99.8 xmlhon in benefit costs as a result of voluntary :

" severance program accruals in 2003.

. Decomrmssmmng expense mcreased prxmarxly due to the ’
implementatlon ‘of SFAS 143, “Accountmg for Asset
Retlrement Obhgatxons The i mcrease in decomxmssxomng o
‘expense is offset by mcreases in other regulatory credits '
. and mterest and dlvxdend income and has an 1n51gn1f1cant L

effect on net income, *

v

Deprecxatlon and amortlzatlon expenses mcreased pnmanly

'1 due to an increase in plant in service. The increase wasalso
- “due to'the unplementatlon of SFAS 143. The increase in "~
depreciation ‘and amortization-expense due to SFAS 143
. nnplementation is offset by increases in other regulatory )
", credits .and “interest and’ d1v1dend mcome and has an'
megniﬁcant effect on net mcome : -
" Other income decreased primarily due to a decrease in
“miscellaneous - net” as a result of a $107.7 million accrual - -
“in the second quarter 2003 for the loss that would be asso- -
:.cxated w1th a fma.l non-appea.lable decision . disa.llowmg
" abeyed River Bend plant costs. See Note 2 to the consolidated
- finaneial statements for more details regardmg the River
" Bend abeyed plant costs. The decrease was partxally offset
4by an increase in mterest and d1v1dend income as a result of 4-

the nnplementatxon of SFAS 143. . :
- Interest charges decreased pnmanly due to a decrease of

= an increase of $51 2 million in benefit costs

'» increased expenses of $24.5 mﬂhon at Entergy -

' "Arkansas due to the reversal in 2001 of ice storm’ costs
'prev10usly charged to expense in December 2000

) an mcrease of $14.6 million in fossﬂ plant expenses due .

"~ to maintenance outages a.nd turbine mspectxon costs at S

" various plants; - - :

" “s_an increase of $10 9 million to reflect the current esti- .
" - mate of the liability for the future dlsposal of low-level o

. radioactive waste matemals, and -

. lower nuclear insurance refunds of $6. 7 mxlhon

o Deprecxatlon a.nd amortxmtlon expenses mcneased pnmanly. )
. due to the effects in 2001 of the ﬁnal FERC order addressmg :
,_System Energy’s 1995 rate fxlmg

' Other income decreased pnmanly due to

] i- interest recognized in 2001 on Grand Gulf 1'’s deoom-

) rmss1on1ng trust funds’ resultmg from the final order -

'  addressing System Energy’s rate proceed.mg. :
. » .interest recognized in 2001 at Entergy Mlssxsmppx and .. -

Entergy New Orleans on the deferred System Energy -

E costs related to its 1995 rate ﬁhng that were not bemg
. recovered through rates; and -

. lower mterest earned on dechmng deferred fuel balancos
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1'2002 COMPABED TO 2001 - . SEE
' :'The mcrease ‘in earmngs for Non-Utlhty Nuclear from'“', .

. $127.9 million to. $200.5 million was primarily due to . profits were allocated to Entergy in 2003, 2002, and 2001."" o

L the acqmsmons of Inchan Point 2, purchased in September g Effective January 1, 2004, a revaluation of Enterg'y-Koch’

7 2001, and Vermont Yankee, purchased in July 2002. Also ‘assets for legal capital account purposes’ occurred, and

B ,contnbutmgtothe increase in earnings was Iugher pncmgf-'r future profit allocations changed after . the revaluatlon

e ‘The profxt alloca.tlons other than for weather tradmg and -

e

ENTERGY CORFORATION AND SUBSIDIARIES 2003 ,

' ‘.'M'ANAGEM'ENT'S Fmaﬁc_ml. msoussmN AND Anarxsm continued

_ '.':The decrease was pa.rtxa.lly offset by an increase in ‘xmscel-
- laneous = net" of $26. 7 million due to the cessatlon of amor- e
- tlzatlon of goodwnl in Janua.ry 2002 upon implementatlon o
) - of SFAS 142 and settlement of habmty msurance coverage: -
. at Entergy Gulf States -

E .Interest and other cha.rges decreased pnma.nly due to

;" = a decrease of $31.9 million in mterest on long-term debt . i
‘pnma.nly due to the retlrement of long-term debt in late

- 2001 a.ndea.rly2002 and .. . v
.. = adecrease of $76.0 milhon in other mterest expense

] pnmanly due to interest recorded on System Energys
... provision for rate refund in 2001 resulting from the o
S “effects of the final FERC order addressing System

" Energy’s 1995 rate filing. The refund was made in o
'December 2001 ' L

“Non-Utility Nuclear ‘contributed

j.over 30% of Entergys 2003
DL net mcome P e

Nox-Unu'n' NUCLEAR -
L Followmg are key performa.nce measures

. 5002

B o R 2003 e
" Net MW in operation at December 31 4,001 3,055 . 3,445
“~. Average realized price per MWh' ' $38.54 $40 49 - $34.90 |
. 'l_Generatxon in GWh for the year 32,379 - 20,953 22,614 .
92.4% .

; Capacity factor for the' year 92.8%

' ""2003 Commm:n To 2002

g g expenses in 2003 per MWh of generatxon were in lme with ', -
R 2002 operatlon and ma,mtena.nce expenses ' .

o under eerta.m purchase power contracts

g - : 2003 Conranzn TO 2002 - .
o The 1ncrease in’earnings for Energy Commodlty Semoes in ." o
S 2003 froma$145 8m11honlossto$180 51m1honmearmngs Sy
N was prunanly due to $428 5 mxlhon ($238 3 mllhon netof- e
| tax) of charges recorded in 2002, asdxscussedinthe 2002t0 ., o

.2001° eompanson below ngher ea.rmngs from" Entergy's .

. }mvestment in Entergy-Koch also contributed to the mcrease R
:in earnings. The  income ‘from Entergy‘s investmentin 1. 7.
"_"_'Entergy-Koch was $73 mllhon higher in 2003 primarily asa .~ ",
“result of higher earningsat Enterg'y-Koch Trading (EKT). -~ ./ ..
-,_.Volatxhty was -slightly up ‘and trading earnings reflected o
- sohd pomt-of-wew trading results Inaddmon EKT's phys- '.-_'_ o
o 1ca.1 optirmzatlon business contmued to eontnbute earnings, Lo
" and its European business earnings increased as trading
" activities continued to expa.nd beyond the United Kingdom. - )

: "\j' The m in gs for Non-Utihty Nu clear from‘-}" ‘Earmngs at Gulf South Pxpehne were lower due to lower STl

,"“$200 5 million to $300.8 million was primarily due to the -
Y $154.5 ‘million net-of-tax cumilative effect of a change m', R
_jf accountmg pnn(nple recogmzed in the first quarter of 2003 . -
B upon unplementatlon of SFAS 143. See “Cr1t1ca1 Accountmg'
" ‘Estxmates SFAS 143" below for discussion of the unple—f,','_i'
AN ‘mentatxon of SFAS 143. Income before the cumulatxve effect'
Siilef accounting change decreased by $54.2 million. The "
*-": decrease was primarily due to'$83.0 million ($50 6 million”

“'goo1.

" 92.7%

';ENERGY CoMMODITY Ssnvxcns S
‘Earnings for Energy Commod.lty Servwes in 2003 were i S
. primarily dnven by Entergy’s mvestment in Entergy-Koch
;Followmg are key performance measures for Entergy- .
';Koch operatxons for 2003, 2002, and 2001

2'2002

‘ : 2003 -
Entergy-l(och'l‘mdlng PR
Gas volatility . Lo 62% . oe1% K Lol 72% .
Electricity volatility ~ . -~ 59% . 48% . °© . .78% : -
Gas marketed (BCFD)® © es s8 " a5 -
' Electricity marketed (GWh) .445979 .. 408,038 . 180,803
Gainfloss days - . - - - Cous e 2'.8‘ L
GulfSouthPipellne ' e T
| .o Throughput(BCFD) ~~ - . '~ 189 - . 240
Production cost (MMBtu) - . $0.146 . - '$0.084

to re/lect both US and Europe volumes lraded o

'

~,',throughput and “higher. productlon costs The decreased‘:fr"l - :
"‘throughput was ‘due to shifting gas flow pattems ina -
sustamed high gas pnce env1ronment that led’ to lngher T
: ,-‘fuel costs, Productlon oosts were hlgher as the result of - -
. ,mcremental legal and oonsu]tantexpensesmcuned primarily - Y
“"! in connection with Gulf Soutlr's defense of & lawsuit whichit" S
"beheveshasnoment e
Entergy acoounts for- 1ts 50% share in Enterg'y-Koch Sl

" netof-tax) - of charges recorded  in connection with the“f‘;"under the equity method of aocountmg Ea.rnmgs from ...

o voluntary severa.noe program. Except for the effect of the

- voluntary severance program, operatxon and malntenance" . SR
Certa.m terms of the. partnersh)p arrangement allocated : '

: mcomefromvanoussources andthetaxesonthatmeome,‘ ) T

.. ‘on.a sxgmﬁcantly dlsproportlonate basis through 2003. S
- 'Loss&s and dlstnbutxons from operatlons are allocated to.

; the partners equally. Substa.ntxal]y a.ll of Entergy-Koch‘

: .'Entergy-Koch are reported as equlty in ea.rmngs of uncon- R .o
. solidated equity affiliates in the financial- statements e

L. ®oo1 .

. 2 45 i
$0.003 ~ "
: (¢4 Prckualy reported volumes, which included only U.S. lmdmg have been ad)usled E
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. international tradmg became equal Profit allocations for .’
L 'weather tradmg and international tradmg remain dispro- -
_* portionate to the ownership interests. The weather tradmg
" and international trading allocations are unequal only .

_'within a specified range, such that the overall earnings .

allocation should not materially differ from 50/50. Earnings
~alloczted under the terms of the partnership agreement

K constltute eqmty not sub_)ect to reallocatlon for the partners.

2002 COIIPABED TO 2001

N vThe decrease inearnmgs for Energy Commod1ty Servwes in
- - 2002 frcm $105.9 million to a $145.8 million loss was’
. pnmamly due to the charges to reflect the effect of

"Entergy’s decision to discontinue additional greenfxeld

o power plant development and to reflect asset unpa.u'ments

resulting from the- detenoratmg economics of wholesale

. power ‘markets principally in the United States and the

Umted ngdom Entergy recorded net charges of

. $428.5 million ($238.3 million net-of-tax) to operatmg ‘
. .expenses. The net cha.rges consist of the followmg

* The power development business obtained contracts in
* October 1999 to acquire 36 turbines from General Electric.

Ex{tergy's rights and obligations under the contracts for :

22 of the turbines were sold to an independent specw.l-
. purpose ent.xty in May 2001. $178.0 million of the

. charges mcludmg an offsetting net-of-tax benefit -- -

. of$185 mxlhon related to the subsequent sale of four
o turbmes to a third party, is a provision for the net

- costs resultmg from cancellation or sale of the turbines
' 'subject to purchase commitments with the specxal-

) purpose entlty,

.. * $204.4 million of the charges results from the write-off

~of Entergy Power Development Corporation’s equity
- ‘investment in the Damhead Creek project and the * '

. impairment of the values of its Warren Power power
plant and its Crete and RS Cogen projects. This portion

: g . of the charges reflects Entergy’s estimate of the effects
* . of reduced spark spreads in the United States and the

i R Umted ngdom Damhead Creek was sold in December
2002, resulting in net i income of $31.4 million;

» .$39.1 million of the charges relates to the restructuring

" of the non-nuclear wholesale assets business, which is

. compﬁsed of $22.5 million of impairments of adminis-

L trative fixed assets $10.7 million of estimated sublease .

o losses and $5.9 million of employee—related costs;

.. $32 7 million of the charges results from the write-off of
’ capltahzed project development costs for projects that
CoLowill not be completed; and
s a gam of $25.7 million ($15.9 mxlhon net-of-tax) realized
.- onthe sale in Aug'ust 2002 of an interest in projects
o under development in Spain.

Also, in the ﬁrst Qua.rter of 2002, Energy Commodity -

Services sold its interests in projects in Argentina, Chile, and

:Per'u for net proceeds of $135.5 million. After impairment

provisions recorded for these Latin American interests in 2001,
the net loss realized on the sale in 2002 was insignificant.

Revenues and fuel and purchased power expenses -
-decreased for Energy Commodity Services by $1,075.8 million
- and $876.9 million, respectively, in 20(_)2 primarily due to: .
= a decrease of $542.9 million in revenues and $539.6 million

in fuel and purchased power expenses resulting from the -

_ sale of Highland Energy in the fourth quarter of 2001;

"= 'a decrease of $161.7 million in revenues resulting from '

the sale of the Saltend pla.nt in August 2001; and

* a decrease of $139.1 million in revenues and $133 {53 m11hon

in purchased power expenses due to the contribution
- of substantially all of Entergy’s power marketing and
- trading business to Entergy-Koch in February 2001.
' Earnings from Entergy-Koch are reported as equity
in earmngs of unconsolidated equity affiliates in the
'ﬁnancxal statements. The net income effect of the lower
‘revenues was more than offset by the income from

Entergy’s investment in Entergy-Koch. The income from _

Entergy’s investment in Entergy-Koch was $31 -9 million
JTigher in 2002 primarily as a result of earnings at
Entergy-Koch Trading (EKT) and higher earnings at
Gulf South Pipeline due to more favorable transportation
contract pricing. Although the gain/loss days ratio -

- reported above declined in 2002, EKT made relatively
more money on the gain days than the loss days, and
thus had an increase in earnings for the year. .

PARENT & Onmn

The loss from Parent & Other decreased in 2003 from
$38.6 million to $234 million pnma.nly due to lower

income tax expense )

The loss from Parent & Other decreased in 2002 from
'$57.9 million to $38. 6 million primarily due to:

» a decrease in income tax expense of $12.1 million
resulting from the allocation of intercompany tax
beneﬁts and

= a decrease in mtex'est cha.rges of $6.0 million. .

ilnconu: TAXES
" The ‘effective income tax rates for 2003, 2002, and 2001
"+ were 37.9%, 32.1%, and 38.3%, respectively. See Note 3 to .

the consolidated financial statements for a reconciliation of
the federal statutory rate of 35.0% to the effective income
tax rates. -
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LIQUIDITY AND capmu. RESOURCES o

This section discusses Entergys capital structure caplta.l .
- spending plans. and other uses of capital sources of capital, -
and the cash ﬂow acthty presented in the ca.sh flowl T

-- statement.

CAPXTA!. S'nwc'runs

- Entergy’s wplta.hzauon is baJa.nced between eqmty and o

" debt, as shown in the following table. The reduction in the
oo percentage for 2003 is the result of reduoed debt outstandmg h

" inthe U.S. Utility and Non-Utility Nuclear businesses, and an .

. increase in shareholders’ equity, pnmanly due to increased

" retained earnings. The reduction in the peroentage for 2002 "‘,

is primarily the result of the sale of Damhead Creek in

December 2002. Debt outstanding on the Damhead Creek e

: facility was $458_ milh_on as of Deoember 3i 2001_ L

 Net debt to net capital D

at the end of the year L 453% . 477% _ 511% -
"Effect ofsubtractingcash . L A -
" from gross debt - " n.20 '41% ‘22% -

. Debt to capital at the end of the year 47.5%

. Net debt consists of gross debt less cash and cash equiva- "_"' o

lents. Gross debt consxsts of notes payable capxt.al lease

obhgatxons _preferred stock wnh smkmg ‘fund, a.nd long- )
“term debt, mcludmg the currently maturmg portion. - ‘Net ™ -~
capital consmts of net debt, common shareholders’ equity, _' .
“and preferred stock without sinking fund. The preferred
stock with smking' fund is included in gross debt pursuant »
. to SFAS 150, which Entergy nnplemented in ‘the “third’

Co quarter of 2003. The 2002 and 2001. ratlos do not reflect .
. that type of securlty as .debt, ‘but do- mclude it in" net ..
i j’w.pital which’ is how Entergy presented those securxtxes' crecht famhtxes available as fol]ows
. prior to unplementation of SFAS 150. Entergy uses the net. "
debt o net capital ratio in analyzing its financial condition - v'é;x‘npmy S T Date
a.nd believes it prov1des useful information to its mvestors.' o

' :a.nd creditors in evaluatmg Entergys ﬁnancial conditlon

Long-term debt, including the currently maturmg portlon .

" makes up over .90% of Entergy’s total debt outstandmg

" See below for Entergy’s long-term debt prxnc:pa.l matuntles' e o
as “of Deoember 31, 2003 and 2002 by operating segment. '4-"-_Although the- Entergy Corporatlon ‘credit line expires in
- A significant factor in the change from 2002 02003 is over:
. "’ $2 billion of debt reﬁnancmg or retirement acthty m the, B
“U S. Utlhty busmess in 2003. These ﬁgures mclude princ1pal -
. payments on the Entergy Louislana. and System Energy sale- ‘
' leaséback transactions, which are included in long-term’ debt';. :

on the balance sheet. Note 5 to the consohdated financial -’

statements provxdes more detaxl ooneernmg long-term debt

“'As of December 31, 2002 Lo S
' . 3 1117 $855 $470 ' $68 '$ 654 $3,718

2008 2002 2001 ..

51.8% . "-53.3% °

Followmg a.re Entergys long-term debt matuntles as
f.of December - 31, 2003 and 2002 by operatmg segment

) '(m millions)
:iLong-term o oo T 2967- _atter -
" Debt Maturities ~ 2003 2004 ‘2005 2006 - 2008 2008

U.s. Utxhty
) Non-UtmtyNuclears .$91 $95 $98 $ 119 § 108 -
- Energy Commodxty : A R g
‘Services - . | $. 79 - . - .- - .-
" Parentand Other, - = - $595 - = . 2§ 267
7AAsofDeeember31 2003 I -
‘us.Utility © - $450 $355 $28 $1, 254 - s4‘,345
" Non-Utllity Nuclear = -, $ 74 $ 72 - $76 s 100" $ 103 -
. EnergyCommodnty o o : B ) o
.. *'Bervices S e = e e
“ParentandOther -~ - - - - $60 - $ 272 s' 568

] Capxta.l lea.se obhgations includmg nuclear fuel leases, :
i fa.re a numma.l part of Entergy’s overall capital structure, '
*-and are discussed further in Note 10 to the consolidated .
‘financial statements Followmg are Entergy’s payment obh- o
_ gatlons under those leases (m milhons)

o

c ~ " 2004 ‘2'005‘ 2006 - 2008 2008
. Capital lease payments Y e e B .
; includmgnuclearfuelleeses 3165 h 8142 .86  $5 83 -

year, were less than $1 million as of December 31, 2003.
Entergy Corporation,

Amount of .Amount‘ Drawn as
‘Facility

: Exp iration

. . Entergy Arkansas’

: 'Entergy Mxmxssxppx

. May 2004, Entergy has thée discretionary option to extend ™
©- the pemod to repay the amount then outsta.ndmg for an .
‘additional 364-day term. Because of this option, which
' \Entergy mtends to exercise if it does not renew the credit
~ line or obtain an alternative source of ﬁnancmg, any debt’
outstanding on the credit line is reflected in long-term debt’ o
5’, 'on the balance sheet. Entergy Corpora.tlon s facmty requires.’ -,
s ,‘1t to mamta.m a consohdated debt ratio of 65% or less of its )
L total capltahzatlon, and maintain an interest coverage ratio .
‘Lof2 to 1. If Entergy fails to meet these limits, or if Entergy
; l “or the domestlc utility companies default on other mdebted i .
; ness or are in ba.nkruptcy or insolvency proceedmgs, ‘ o
~aeceleratlon of the facxhtys maturlty date may occur. o

2007 after

Notes payable, whlch mclude borrowmgs outstandmg on
credit facmtles thh omgmal matuntxes ‘of less than one’

Entergy Arkansas, -Entergy
’-'Lou1s1ana. and Entergy stsmsxppi each have 364-day

"of Dec. 81, 2003 -
.- Entergy Corporation May 2004 $1.450 billion o -
s’ - April2004 $ 63million . - | - =
_Entergy Louisiana . 'May 2004 $ :15 millxon R _ -
May'eoo4 $ 25million .
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: Operating Lease Obllgatlons and Guarantees ot
Unconsolidated Obligations ’ T

operatmg leases and guarantees in support of unconsohdated

obhgatxons that are not reflected as liabilities on the balanoe ’

- sheet These items are not on the balance sheet in aocor-

dance with genera.lly aooepted accountmg pnncxples

Followmg are Entergys payment obligations | as of'_ ;

December 31, 2003 on non-cancelable operatmg leases with ’

a term over one year (m mﬂhons)

.- 2007~ -
- V 2004 ‘2005 2006 -, 2008 2008 ‘, P
" Operating lease payments $99 $89 - 870 - $93

)

'IheoperatmgleasesaredxscussedmorethoroughlymNote 10; ‘-“,'CAPx'rAL Exrsnm’runs Pums AND

: to the consolidated financial statements.

" Entergy’s guarantees of unconsohdated obhgatxons out—

- standing as of December 31, 2003 total a max1mum amount
. of $249 million, détailed as follows: - o

* In August 2001, EntergyShaw entered into a turnkey
" . construction agreement with an Entergy subs1d1ary, .

Entergy Power Ventures, L.P. (EPV), and thh Northeast -‘ ", and capital investment . ..

Texas Electric Cooperatwe, Inc. (NTEC), provxdmg for

' ‘. the constructmn by EntergyShaw of a 550 MW electric . -

generatmg station to be located in Harrxson County,
‘Texas. Entergy has guaranteed the obhgatlons of , '
s EntergyShaw to construct the plant, which is 70%
- ,owned by EPV, Entergys maximum hablhty on the -
. guarantee is $232.5 million, and the guara.ntee 1s
~expected to remain outstanding through June 2004
* RS Cogen has an interest rate swap agreement that

~ hedges the mterest rateon a portion of its debt. Entergy -

~guaranteed RS Cogens obhgatlons under the interest

" . rate swap agreement. The guara.ntee is for $16 5 nulhon :

- and termmates in October 2017

Simmary of Contractual 'Obllgatlon’si A
of Consolidated Entities (in millions).

© 2005-°2007- | after.

* Contractual Obligations . 2004 2006 2008 _ 2008 . Total’
Long-term debt ® . $524 $ 501 $1,626 $5,106 $7,847
Capital lease cbligations ™~ $165 § 148 8 5 § 3 .$ 321,
Operating leascs ® . $99 § 1508 93 $ 245 . § 596
Purchase obligations ® " $925 $1,007 § 907 $1.446 - 4,285

(1) Long-term debt is discussed in Note 5 to the consolidated financial statements.

(2) Capital lease obligations include nuclear [uel leases Leau obhgauons are d:scus.ved
-in Note 10 to the lidated fi

(3) As defined by SEC rule. For Entergy, it includes unconditional fuel and purchased
power obligations and other purchase oblzgattom Appmxtmately 97% of the total .

: pertauu fo fuel and purchased power obligations that are recovered in the .
normal course of business through various fuel cost recovery mechamsm.s in

. the U S Utility bu.uness . ’

after -

$245 ‘ ‘.the agreement as secunty for the specxﬁc debt

‘V'Ibta.l"‘*

' ".-Capltal Funds Agreement . o

. ) : : Pursuant to an agreement w1th certa.in credxtors Entergy
" In addition to the obligations listed above that are reflected"i .
‘on the balance sheet, Entergy has a minimal ‘amount of':

Corpora.tlon has agreed to supply System Energy w1th
sufﬁclent capltalto I

. B0 maintain System Energys eqmty capltal at a mimmu.m
o of 35% of its total capltahmtlon (excluding short-term debt); -
L. 'perxmt the contmued commercial operatlon of Grand '

»Gulfl

. v_pay m full all System Energy mdebtedness for borrowed

. monéy when due, a.nd

' System Energy debt under supplements to the
- agreement assxgmng System Energy's nghts in

O'rnsn Usr:s OF CAP!TAL

2004 through 2006 (m nulhons)

Plsnned co_nstruction . ;
2005

Mamtenanoe Cap1ta.l refers to amounts Entergy plans to

) ";/‘.spend on routme capltal projects that are necessary to .
support rehabllxty of 1ts service, eqmpment or systems a.nd . .

. to support normal customer growth : . .

" Capital Commitments refers to non-routme capxtal. L
.mvestments that Entergy, is elther contractually obligated - LT
. or otherwise’ required to make pursuant to a regulatory
“agreement or ex1stmg rule or law with wh1ch Entergy is .
requu'ed to" comply. Amounts reflected in’ tlns category

include the followmg : .
Replacement ‘of the Arka.nsas N uclear One Unit 1 .
(ANO 1) stea.m generators a.nd reactor vessel closure

. be approxunately $235 million, of whlch approxunately
- $135 million wul be mcurred through 2004. Entergy
expects the replacement to occur during a planned ',
':. refuehng outage in 2005. Entergy Arkansas filed in -

3 enable Systern Energy to’ make payments on specxﬁc ﬁ o

Followmg are the amounts of Entergy’s planned constructlon
‘and other, capital investments by ooperating segment for '

8006 -

L2004
-45"~MamtenanceCapxtal LT o
. US. Utility , $ 767, $ 767 . $759
- Non-UtilityNuclear T “eoma. Tes’ i o8l
EnergyCommodxtyServices T 7. a2 Tlan,
-'Parentandother R 7 10 A.n::":14: :
N . ' -~ .~ 854 -  Bar 851
'*.CapltalComxmtments R
us. vty . - . .0 . B89 | 205° . 112 -
s Non-UtilityNuclear B TR - R T
’ EnergyOommodxtySemoes B - . 73 .. e e
" Parent and Other . . - gl a2
‘ o . 797 285 - . 112
- $1,651 ©  $1,142 seea .

: jhead Entergy estimates the cost of the ANO 1 project to -

.

: January 2003 a request fora declaratory order by the i

o

[
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. APSC that the investment in the replacement is in the
public interest analogous to the order received in 1998

'.prior to the replacement of the Arkansas Nuclear One
Unit 2 (ANO 2) steam generators. The APSC found that -
the replacement is in the public interest in a declaratory
order issued in May 2003.

. Purchase of the Perxyw]le power plant in Louisxana In
January 2004, Entergy Louisiana signed an agreement
to acquire the 718 MW Perryville power plant for
$170 million. The plant is owned by a subsidiary of
Cleco Corporation, which subsidiary submitted a bid in -

* response to Entergy’s Fall 2002 request for proposals -
for supply-side resources. The signing of the agreement
followed a voluntary Chapter 11 bankruptcy filing by

“the plant’s owner. Entergy expects that Entergy =
Louisiana will own 100 percent of the Perryville plant,
and that Entergy Louisiana will sell 75 percent of the

. output to Entergy Gulf States under a long-term cost-of-

service purchased power agreement. The purchase of
the plant, expected to be completed by December 2004,
is contingent upon obtaining necessary approvals from
" the bankruptcy court and from state and federal -
regulators, including approval of full cost recovery,
giving consideration to the need for the power and the
prudence of Entergy Louisiana and Entergy Gulf States
_-for engaging in the transaction. In addition, Entergy

Louisiana and Entergy Gulf States executed a purchased

power agreement with the plant’s owner through the
date of the acquisition’s closing (as long as that occurs
by September 2005) for 100 percent of the output of the
Perryville plant.

* Nuclear power plant uprates.

« Entergy's obligation in the Energy Commod.lty Services

business to make a $72.7 million cash contribution to
Entergy-Koch in January 2004. Entergy made the
contribution on January 2, 2004. '

From time to time, Entergy considers other capital invest-

rnénts as potentially being necessary or desirable in the

future, including additional nuclear plant power uprates,

T generaticn supply assets, various transmission upgrades,
environmental compliance expendituresl or investments in

new businesses or assets. Because no contractual obligation
or commitment exists to pursue these invesiments, they are
not included in Entergy’s planned construction and capital

investments. These potential investments are also subject

to evaluation and approval in accordance with Entergy’s
policies before amounts may be spent. In addition, Entergy's
capital spending plans do not include spending for trans-
mission upgradw requested by merchant generators, other

than -projects currently underway, because Entergy’s .
~ contracts with the generators require the generators to

fund the upgrades, which Entergy then repays through
credits against bllhngs to the generators

) Estxmated capltal expenditures are subject to pemodlc ;‘.',
review and modification and may vary based on the

ongoing effects of business restructurf;ng, regula_tory
constraints, environmental regulations, business opportu-

nities, market volatxhty, economic trends and the abmty to - S

access capxtal

Dividends and Stock Repurchases

Declarations of dividends on Entergy’s common stock are .+
made at the discretion of the Board. Among other things, - o
the Board evaluates the level of Entergy’s common stock

dxwdends based upon Entergy’s earnings, . financial - - - .
strength and future investment opportunitles At its July ;1 SO

2003 meetmg. the Board increased Entergy’s quarterly

dividend per share by 20%, to $0.45. Entergy expects the - R
.next review of a potentxal dividend increase will occur =~ !

ey et

in October 2004. Given the current number of Entergy. ;}4

common- shares outstandmg, Entergy expects the July ' E

- 2003 dividend increase to result in an mcremental a.nnual U
increase in cash used of apprommately $90 mﬂhon In
' 2003, Entergy paid $363 mﬂhon in wsh dw1dends on its A

common stock. - -

In accordance with Entergy’s stock option pla.ns Enbergy '

periodically grants stock optlons to its employees. which "

may be exercised to obtain shares of Entergy’s common

stock.’ According to the plans, these shares can be newlyv o
issued shares, treasury stock, or shares purchased on the - :.
open market Entergy's management has been authorized R

- to repurchase on the open market shares up to an amount ' o
sufficient to fund the exercise of grants under the plans In =~ "~ .7

2003, Entergy repurchased 155,000 shares -of common
stock for a total purchase prlce of $8 1 mﬂhon . T .

Public Utility Holding Company Act (PUHCA)
Restrlctlons on Uses of Capital ‘

Entergys ability to invest in electrxc wholesa.le generators

and foreign utility companies is subject to the SEC's regula- -

tions under PUHCA. As authorized by the SEC Entergy is - L

a.llowed to invest earnings in electric wholesale generators PN

and forelgn utility companies in an amount equal to 100% e
of its average consolidated retained earnings. -As of "
_December 31, 2003, Entergys investments subject to this® - -

rule totaled $2.59 billion constxtutmg 58.3% of Entergys :

average consolidated retained earmngs

. Entergy’s ability to guarantee obhgatxons of Entergy’s"' e
non-utility subsidiaries is also limited by Securities and ’ o
_Exchange (SEC) regulations under PUHCA. In August AR
2000, the SEC issued an order, effectwe thnough December R
© 31, 2005, that allows Entergy to issue up to $2 bllhon of o
. guarantees for the benefit of 1ts non-utxhty compames ST
Entergy currently has sufficient capamty under thm order . S
_ for its foreseeable needs. -
Under PUHCA, the SEC imposes a lnmt equa.l to 15% of o
" consolidated capltahzatlo_n on the amount ‘that maybe



e secuntxes issuances; -

mv&sted in "energy-related” busmesses w1thout spec1ﬁc SEC K
. approval Entergy has made investments in energy-related’: 5
mcludmg power marketing and . tradmg .
’ Entergys available capamty to make addxtxonal investments "’
\ at December 31 2003 was appro:nmately $1 6 billion. - -

busmesses

Souncr:s or CAPITAL

Entergy’s sources to meet its’ capltal reqmrements a.nd to ‘ o

“ fund potentla.l mvestments mclude

. mtemally genera.ted funds,

‘. cash on hand ($692 mllhon as of December 31 2003)

* bank ﬁna.ncmg under new or ex:stxng facmtles, and
. sa.les of assets : : : :

'I'he maJonty of Entergy’s mternally generated funds come .

‘from the domestic utxhty companies and System Energy - atendof pe"°d

Clrcumstances such as weather patterns, price fluctuat.lons

. outa.gw oould affect the level of internally. generated funds

. in the future. In t.he followmg sect.xon Entergy’s (zsh ﬂow

- actmty for the previous three years is discussed.

Pr0v151ons w1thm the Artxcles of Incorporatxon or pertment

indentures and various other agreements relatmg to t.he

Corporatlons subs1dxar1es restnct the payment of ca.sh
d1v1dends or other: dxstnbutxons on their common a.nd
preferred stock. As’of December 31, 2003, Entergy
Arka.nsas and Entergy MlSSlSSlppl had restrxcted retained .
" earnings unavallable for dxstrlbutxon to Entergy
Corporatlon of $309 4 million and $41.9 million, respectwely
Addltxonally, PUHCA prohxblts Entergy Corporat1ons
sub51d1ar1es from makmg loans or adva.nces ‘to Entergy
Corporatlon .All debt 'and common and preferred stock

-issuances by -the domestic utmty compa.mes and System S )
: " $64 ‘million in the i income tax refund recelved m 2003

compared to 2002. Also contributing to the i mcrease in ¢ L

Energy requlre pnor regulatory approva.l and thexr
preferred stock and debt issuances are also subject to

msuance tests set forth in corporate charters ‘bond mden- -
tures, and other agreements The domestic utility. compa- . -
.-nies and System Energy have sufﬁment capamty under )
“these tests to meet foreseeable capxtal needs.
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" ‘_'CASH F'x.ow Acrxvrrr ' ERRINAS
- As’'shown in Entergys Statement.s of Cash Flows cash .

ﬂows for the years ended December 31, 2003 2002 andA :

: 2001 were as follows (in Imlhons)

¥

' and una.nttcxpated expenses, includmg unscheduled plant

.'Opernting Cash Flow Actlvity

L 2003 2002 -
-I.";Cash and cash eqmvalents L . R
... atbeginning of period . $1,335 $ 752 $1,382.°
_ Cash flow provided by (used in): T
i Operatmg activities . 2,006 2181 - : 2516
... Investing activities (1,783) - (1.388) (2 224)
. .. .Financing activities . " (869) T - (219), (ezz)
e ."fEffectofexchangerateson R R
.* cash and cash equivalents- .- UUFTITIIRS - PN S ‘—
- Net increase (decrease) in o T T
_- cash and cash equivalents - . (643) « 583 . (630). -
'Cashandcashequwalents S ST .
"$ 692 $1,335

‘s ws2 -

2003 Couruwn To 2002

;_Entergys cash flow prov1ded by . operatmg actnntles /_f
f_"decreased in 2003 primarily due to the followmg o

o t,’ long-term debt -and preferred stock of certain of. Entergy -

e '451gmﬁcantly mcreased the a.mount of deferred fuel . :
'costs Ma.nagement expects that the deferred fuel costs Lo

Short-term borrowmgs by the domestic utlhty compa.mes

and System Energy, mcludmg borrowmgs under the intra-"
U compa.ny money pool are limited to amounts authorized by

:the SEC. Under the SEC order authonzmg the short-term
borrowmg hxmts the domestlc ‘utility . compa.mes and

System Energy cannot mcur new short-term mdebtedness ;', f Z

1f the 1ssuers common eqmty would comprise less than
30% of its capxtal See Note 4 to t.he consohdated fmancxal

7\ : statements for further d.lscussmn of Entergy's short-term

borrowmg hmxts

s

» The U.S. Utmty prov1ded $1,675 xmlhon in operatmg

'_ .cash flow in 2003 compared to provxdmg $2,341 nulhon’- :.»‘T
' _{ln 2002. The decrease pnma.nly resulted from the tax f N

accountlng electlon made by Entergy Louxsxana as -

- “discussed below. Also contributing to the decrease were BEEEN

-?hlgher payments for fuel during the penod which also A o

. -will be recovered through regulatory recovery mecha— o 5
‘:msms currentlyinplace ‘ -

The non-nuclear wholesale asséts business used $70 mllhon ;~' : o |
. ‘_"m operatxng cash flow in 2003 compared to prowdmg S

$43 mﬂhon in 2002 pnmarxly due to a decrease of ~

" cash used was a one-time $33 million payment related
toa generatxon contract m the non-nuclear wholesale e
assets business. ' T .

- ;f * The Non-Utxhty Nuclear segment prov1ded $183 mllhon - '
Cin operatmg cash flow in 2003 compared to provxdmg :

:' $282 nulhon in 2002 prxmanly due to mgher tax .
: payments and unplanned outages ) T
_r Operatmg cash flow used by the mvestment in Entergy- o

" Koch, LP decreased by $6 xmlhon in 2003. Tlus decrea.se R
1n cash flow used was due to the recelpt of $100 m11hon R
Lo 1n d1v1dends from Entergy—Koch in 2008. Almost ent.u'ely.- )

) offsettmg the dividends received was an mcrease in tax
: payments related to Entergy’s mvestment 1n Entergy-
- Koch due to mcrea.sed income from the mvestment

2001 . -
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Parnally offsettmg the decrease was an increase due to the

- parent company pmwdmg $209 million in operatmg cash K

flow in 2003 compared to usmg $439 million in 2002 prima-

nly due to the payment that Entergy Corporatlon made to

Entergy Louisiana in 2002 pursuant to the tax accountmg

" election made by Entergy Louisiana that is dlscussed bel_ow -

A‘2002 Coursnsn 'ro 2001

' -Entergy’s cash flow prowded by operatmg act1v1t1es‘;

- decreased in 2002 pnmamly due to: -
* The US. Utlhty prov1ded $2,341 million in operatmg cash
. flow, an increase of $693 million compared to 2001. The

increase pnmanly resulted from the tax awountmg elec-

. tlon made by Entergy Lomsmna that is discussed below
-« The parent company used $439 million in operatmg ’
~ cash flow compared to providing $407 million in 2001.
The decrease primarily resulted from the payment
_that Entergy Corporation made to Entergy Lomsxana
pursuant to the tax aooountmg election made by -~
 Entergy Lomsxana that is discussed below.

. The Non-Utlhty Nuclear busmess provided $282 mrlhon o

" " in operating’ msh flow an increase of $18 mllhon
compared to 2001.

. Entergy’s mvestment in Entergy-Kooh used $47 mllhon o
- 2003 COMPARED ToO 2002

»

" proposed treatment of the regulatory impact of the tax *.

‘ accounting election. In general, the settlement 'permits .

. Entergy Lomsxana to keep a portion of the tax beneﬁt in’ B
. exchange for bearmg the risk associated with sustammg AP

_the tax treatment. The LPSC settlement dwzded the term of :

the' Vidalia contract into two segments 2002-2012 and

2013-2031 During the first’ eight years of the 2002-2012 ';‘
‘segment, E‘ntergy Iomsxanaagreedtocredxt rates by ﬂowmg .
through its fuel’ adJustment calculatlon $11 ‘million each e

- -year, begmning monthly in October 2002. Entergy
Lomsxana must credit rates in thlS way and by this amount g
»even if Entergy Loulsmna is. unable to sustain the tax -
) deductxon Entergy Louisiana also must credxt Tates by
° $11 million each year for an addmonal two years unless

either the tax accountmg method elected is retroactxvely

repealed or the Internal Revenue Service demes the entire )
- deduction Telated to the tax aocountmg method. Entergy oo
- Louisiana agreed to credit ratepayers additional amounts S
unless the tax accounting election is not sustamed if it is N '

challenged. Dunng 2018-2031 Entergy Louisiana and its

- ratepayers would share the remammg beneﬁts of tlns tax

g aocountmg electlon

in operatmg cash flow in 2002, a decrease of $8 million :

, compared to 2001 The use of cash primarily relates to
- tax payments on Entergy’s share of the partnership -
" income. Entergy did not recexve a dividend from )
§ Entergy-Koch in 2002 or in 2001 because the jomt

c _ venture was retalmng capltal for business opportumtles.

*» The non-nuclea.r wholesale assets business prov1ded
' $43 million in operating cash flow in 2002, compared '
- to usmg $73 nnlhon m 2001 :

TAx Eu:c-rxon

In 2001 Entergy Louxsmna cha.nged 1ts method of aocountmg .

for tax purposes related to the contract to purchase power

"+ from the Vidalia project (the contract is discussed in Note 8 -
" to the consohdated ‘financial® statements) The new tax -

"acoountmg method has provided a cumulative cash flow

benefit of approxmxately $805 million through 2003, wlnch '

‘is expected to reverse in the years 2005 through 2031
“The election did not reduce book income tax expense. The

.. fourth quarter of 2002
In a September 2002 settlement ot‘ a Lomsxa.na Pubhc

‘Semce Comrmssmn (LPSC) proceeding that concerned the -

Vidalia contract the L'PSC approved Entergy Louxsxanas

- - timing of the reversal of this benefit depends on ‘several - -

~-: . variables, includmg the price of power. Approxunately half

- . of the consolidated cash flow benefit of the election occurred

o in 2001 and the remamder occurred in 2002. In a.ccordance
' _ with Entergy’s mtercompany tax allocation agreement the -

- cash flow benefit for Entergy Louxsw.na oocurred in the =

. Power Authonty (NYPA) for the acqulsmon of the -
F1tzPatmck and Indian Point 3 nuclear power. plants was ’

Investlng Actlvitles

Net cash used in mvestmg actwmes mcreased in 2003', .
pnmanly dueto the following: : :
* The non-nuclear wholesale assets busmess realized

" $215 million in net proceeds from sales of busmesses
in 2002,

"= Temporary investments of $150 milhon matured in

2002, which provided cash flow in 2002.

C e ,'Ilemporary investmerits of $50 million were made in '

2003, which used cash flow in 2003.

. Entergy Gulf States has $77 million and Entergy

' ‘M1ss1ss1pp1 has $73 million of other regu.latory mvest-' .
- ments in 2003 asa result of fuel cost under-recovenes. .

" See Note 1 to the consohdated financial statements for ’
* discussion of the accounting treatment of these fuel cost
under-recoveries. See Note 2 to the oonsohdated ﬁna.ncml .

statements for dlscussmn of the change in Entergy
MlSSlSSlpplS energy oost reoovery nder

. Partlally offsettmg these uses of cash approxxmately )
. $172 mxlhon of the cash collateral for a letter of credit that

secures the mstallment obhgatxons -owed to New -York

released to Entergy durmg 2003. There is approx:mately
$60 million of cash collateral remaimng ‘that Entergy

. expects to be released in March 2004 as a result of the -
. regularly scheduled payment on the note payable to NYPA
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2002 COMPARED TO 2001 .
Net cash used in investmg activities decreased in 2002
pnmanly due to the following:

.~ = Entergy used $420 million less cash in its 2002 nuclear

power plant purchase than xt used in its 2001 purchase
In July 2002, Entergy’s Non-Utxhty Nuclear busmess
purchased the Vermont Yankee nuclear power plant for

$180 million in cash. In September 2001, Entergy’s Non-"

Utility Nuclear business purchased the Indian Point 2
nuclear power plant for $600 million in cash. The
liabilities to decommission both plants, as well as related
decommissioning trust funds, were also transferred '

-to Entergy. These deoommissmmng trust transfers are .

reflected in the non-cash activity section of the cash
flow statements. .

« Entergy made cash contributions of approxunately ‘
$414 million in 2001 in oonnectxon with t.he formatlon
‘of Entergy-Koch.

L] Entergy made a $272 mlllion cash mvestment in 2001 :

to prov1de the collateral, discussed above, for the letter ,
of credit that secures the installment obligations owed to

NYPA. Approximately $40 million of this collateral was

released to Entergy in 2002. .

« Entergy used $150 million to invest in temporary
investments with a maturity of greater than 90 days -
in 2001 and those investments matured in 2002. This
resulted i ina net- decrease of $300 mllhon in cash used
in 2002

Partially offsettmg the decrease in net cash used i in mvestmg '

activities were the following:

» Entergy received less cash from sales of busmesses in

2002 than it received in 2001. The ‘sale of the Sa.ltend

~ plant in August 2001 provxded appro:nmately $810 million

. in cash, while the sale of various projects in 2002
provided approximately $215 million in cash. ,

= Entergy spent approximately $150 million more on -
construction in 2002 than in 2001, primarily for
construction of the Harrison County project. V

" Financing Actlv!tles

2003 Courlmnn TO0 2002

‘Net cash used in financing activities increased in 2003 ’

prunanly due to the following: -
» Net long-term debt retirements by the Us. Utxhty
- segment were apprommately $470 million in 2003
_—compared to net issuances of approximately $76 million
in 2002. See Note 5 to the consolidated financial
statements for the details of Entergy‘s long-term
debt outstanding.
* The net borrowings under Entergy Corporatxons credit

fa.cmtles decreased $500 million in 2003 compared toan

mcrease of $244 million in 2002.

) The items causmg cash used bo mcrease in 2003 were
pa.rtxally offset by the following: .. ‘ '
- = Entergy Corporatlon issued $538 xmlhon of long-term

- notes in 2003 compared to $267 million in 2002.
» The non-nuclear wholesale assets busmess retired
$268 million of long-term debt in 2002 related to the o
repurchase of the nghts to acqmre turbines discussed
_in Results of Operatxons above. Pa.rtxa.lly offsetting this
- was the retirement of the $79 million Top of Iowa wind
- project debt at its ma.tunty in January 2003.

. * Entergy repurchased $8 million of its oommon stockin .. - '

2003 compared t.o $118 mﬂhon in 2002.

2002 Commmzn T0 2001 :

Net ‘cash’ used m ﬁna.ncmg act1v1t1es decreased in 2002 E

~ primarily due to: . ‘
"« Entergy mcreased the net borrowmgs under Entergy

 Corporation’s credit facilities by $295 million in 2002..
* Entergy Corporatxon issued $267 mxlhon of long-terxn
notes in 2002.
s The non-nuclear wholesa.le assets busmess used .
- $196 million less cash i in 2002 to retire debt than it d1d

" -in 2001. This pnman]y resulted from two transactions.

) The non-nuclear wholesale assets business retired
$268 million of long-term debt in April 2002 related B
" to the acquisition of the nghts to purchase turbines
froma specw.l-purpose ﬁna.ncxng ent1ty In 2001, the -
‘non-nuclear wholesale assets business retired the
. $555 million outstandmg on the Saltend credit facmty
when the plant was sold. .
= Issuances of long-term debt net of retu‘ements by the ‘
us. Utility segment prov1ded $113 million less cash in
2002 than in 2001. Net issuances were $76 million in
* 2002 compared to $189 million in 2001. '

» Entergy repurchased $81.6 mﬂhon more of 1ts common
: f-stockinzoozthanmzom ) .

In a non-<ash transacnon in - 2002, long-term debt was - °

reduced by $488 million in the sale of the Damhead Creek

 plant when the purchaser assumed the Damhead Creek debt
.along with the acquisition of the plant. '
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RN MANAGEMENT'S'FINANCIA:L nrscussxon AND ANALi_rsi's continued

. SIGNIFICANT FACTORS AND KNOWN TRENDS

- RA'n-: REGUI.ATION AND FUEL-CoOST Rr:covr:mr : o : Lo
K The rates that the domestic utility oompames and System Energy cha.rge for thexr semces are an unportant item mﬂuenclng
lEnterg'ys ﬁna.ncxa.l posmon, results of operatlons and liqu.id1ty These compa.mes a.re closely regulated and the rates |

'cha.rged to thelr customers are determmed in regulatory proceedmgs, except for'a portmn of Entergy Gulf States o

0perat10ns Governmental agenmes. mcludmg the APSC, the Council of the Clty of New Orleans, Louisiana (City Councilor .

: ‘-Councll) the LPSC, the Mlssmmppl Public Service Commission (MPSC) the Public Utxhty Commission of Texas (PUCT) and -

. -FERC, ¢ are pnmarxly responsible for approval of the rates cha.rged to customers. The status of material reta.xl rate proceedmgs' ’
are summa.nzed below and descmbed in more detaﬂ m Note 2 to the consohdated ﬁna.ncxal statements :

Company C ‘f» Authorized ROE- ’ Pending Proceedings/Events
Entergy Arkansas . - - "- 11.0% _ No cases are pending. Transition cost account mechanism explred on December 31, 2001. It is
: T T e "_hkelythatarateﬁhng'wlllbemadelnmldzoosinconnectionwiththeeteamgenerator
e . . replacement at ANO. = -~ S -
EntergyGulf - - - . . 1095% ' Base rates have been frozen since settlement order issued in June 1999. Freeze will likely extend
, States-'Iexas" L e S totheetartofretallopenaocess ngenmanagementscurrentexpectationsastothesta.rtdateor
”Entergy Gulf c.. .t,. 77 "11.1% . The LPSC approved a8 settlement resolving the 4th - 8th post-merger eamlng reviews resulting 1n

States Louieia.na A s oo a2 milhon prospective rate reduction effective January 2003 and a refund of $16.3 million.
: S - V ) In December 2003, ‘the LPSC staff recommended a $30.8 million rate refund enda prospective rate -
L. - ; reductlon of approximately $50 milhon as a result of the Sth earm.ngs analysxs (2002) Hearmgs
. 2.+ 7. ‘arelsetfor April 2004, With the LPSC staff, Entergy Gulf States continues to pursue the  ~
. - " . b ' B development ofa generation inoentlve structure.
Iintergy Louisiana- - - 9.7%-11.3%" In Ja.nuary 2004, Entergy Louisiana filed wlth the LPSC for a $167 million base rate lncrease
o L ' .-* * andan ROE of 11.4%. The current ROE midpoint is 10.5%. Hearingsa.recurrentlysetfor
i September 2004 With the LPSC staff, Entergy I.oulsiana contmues ‘to pursue the development .
. . S - - ofa generation incentive structure. . R
" Entergy Mississippi © * 10.64%-12.86%™ - An annual formula rate plan is in place The MPSC approved a 348 2 milhon rate increase .
AR T " effective January 2003 and an ROE midpoint of 11.75%. Entergy Mississippi will make a -
S e . *'formula rate plan filing in March 2004. - '
"Entergy New Orleans . -10.25%-12.25%® - The City Council approved an agreement in May 2003 allowmg for a $30.2 million lncree.se in -
T c s ) ::: . _base rates effective June 1, 2003 and approved the implementatxon of formula. rate plans for the - ’
S L L . S " electric and gas service that will be evaluated annually until 2005. An appeal of the approval by
Lo T intervenors is pending, but the rates remain in effect. The midpoxnt ROE of both plans is 11. 25%, .
’ oo ) D witha target equity oomponent of 42% Entergy New Orleans will make a formula rate plan

_ \ S Lot 7T E U iling in May 2004, ¢ ~
- System Energy -~ . - . 10.94% ROE approved by July 2001 FERC order No cases pendmg before FERC. .
-(1) Entergy Louisiana’s formula rate plan expired with the 2001 test year. Under the expired formula, if Entergy Louisi earned ide of the band, h range, rates would be

. adjusted on a prospective basis. If earnings were above the bandwidth range, rates would be reduced by 60 percent of the overage, and If below, increased by 60 percent of the shortfall.
(2) Under Mississippi law and Entergy Mississippi’s formlda rate plan, if Entergy Mississippi's earned ROE is above the top of the range-of- “no-change at the top of the bandwidth,
. then Entergy Mississippi's rates are reduced by 50 percent of the difference between the earned ROE and the top of the banduwidth. In such circumatance, Entergy Mississippi’s
- “"Allowed ROE" for the next twelve-month period is the point halficay between such earned ROE and the top of the bandwidth - Entergy Mississippi's retail rates are set at that
halfway-point ROE level. (Before the comparison is made of the earned ROE to the bandwidth, the bandwidth can be adjusted for performance measures by as much as 1%.
- Rates are adjusted pursuant to the company's formula rate plan on a prospective basis only.) In the situation where Entergy Mississippi’s earned ROE is not above the top of the
~ range-of-no-change at the top of the bandwidth, then Entergy Mississippi’s *“Allowed ROE" for the next twelve-month period is the top of the range-of-no-change at the top of the '
" . bandwidth. If earnings are below the bandwidth range, rates are increased by 50 percent of the difference between the earned ROE and the bottom of the bandwidth. Under
the provisions of the pany’s formula rate plan, each annual formula rate plan filing incorporates a revised calculation of the benchmark ROE. ‘The benchmark ROE set out
" “in the March 15, 2004 formula rate plan fi ling likely will differ from the last approved ROE. The company anlxctpates the March 15, 2004 I'dmg wzll lhow an allowed ngulator_y
earnings range of 9.3% to 12.2%. The company does not anticipate a reduction in revenues going forward.

(3) If Entergy New Orleans earns outside of the bandwidth range, rates will be adjusted on a prospective basis. Under lhegas formula rate plan. l/'eammgs are ubove the bandwzdth -

_-range, rates are reduced by 100 percent of the overage, and if below, increased by 100 percent of the shortfall. In addition, if the ROE folls between 11.5% and 12.25%, rates ore
miuced by 60 percent of the difference, and if the ROE falls between 10.25% and 11%, rates are increased by 40 percent of the differential. Under the electric formula rate plan, -
“rates are adjusted accordmgly by 100 percent of the amount of any overage orahortfall. Entergy New Orleans may earn up to 13.25% under the elzcmc formula rate plan
pmuded that the i increase u caused by its chare of enerxy mt savings under the generauon perfonnance based recovery plan dncu.saed below . . .

;. ‘In addmon to the regulatory scrutmy connected thh base rate proceedmg's, the domwtxc utxhty compa.nies fuel and
_'purchased power costs récovered from customem are subJect to xegulatory scrutiny. The domestlc utlhty compames s1gmﬁeant
. fuel a.nd purchased power oost prooeedmgs are descmbed in Note 2to the consohdated fmzmclal statéments.



o System Agreement Littgatlon o :
- The domestic utxhty cornpanies Iustoncally have engaged in o
... the ooordmated planmng, oonstructxon, and operatlon of .
o generatmg and transmission famht1es under the terms of an
" agreement called the -System ‘Agreement that has been -
--.'apprcved by FERC.. Litlga.tion mvolvmg the System .- -
L Agreementxsbemgpursuedby theLPSCatbothFERCand
7 before 1tself These proceedmgs include challenges to the .

g allocation of costs as defined by the System Agreement rmse '1_
..+ questions of imprudence by the domesti¢ utility companies in -
> . .their execution of the System Agreement ‘and seek supportrf, f
. for local regulatory authonty over System Agreement msues .

' . "Regardmg the proceedmg at the LPSC Entergy beheves that -
state and loca.l regulators are pre-empted by federal law from -
" reviewing and demdmg System Agreement issues for them-
~ selves.” An unrelated case between the LPSC and Entergy"-'-
" Louisiana raised the questlon of whether a staté regulator is ..
.- preempted by federal Iaw from rev1ewmg ‘and mterpretmg .
" FERCrate schedules that are part of the System Agreement, .
and from" subsequently enforcmg that mterpretatlon The o
’ 'LPSC interpreted a System Agreement rate schedule inthe -
. unrelated case, and then sought to enforce its mterpretatlon N ;'"»
The loulsxana Supreme Court affirmed In 2003, the U.S.
o Supreme Court ruled in Entergy Iouxsla.nas favor ‘and
. ‘reversed ‘the decismns of the LPSC. a.nd the Loulsmna_
. - Supreme Court. ) .
-~ In the proceedmg at FERC the LPSC a.lleges that the

: Entergy Arka.nsas

’ ':EntergyNewOrletms' e
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domestic utility compames annual productlon costs over the'

" period 2002 to 2007 w111 be over or (under) the average for :
. the domestlc utxhty compames by the followmg amounts

) v . s(xao) to 278) mlllion
.Entergy GulfStates Louisiana ~ S8 11to87 million -
. Entergy Louisiana -~ J¢7 8’ -39 t0182 million
'/ Entergy Mississippi . . . T$ (27) to 13 million .-
. - - $

7 to 46 million . .

B N Thxs range of results is a functxon ofassumptxons regardmg -
S such thmgs as future natural gas prices, the future market
’ pnce of electnclty, and other factors I FERC g'rants the
relief - requested by the LPSC, the rehef may “Tesult in a."_
. ‘ material increase in productlon costs allocated to companies
. whose ocosts currently are pro_1ected to beé less than the
. average and a material decrease in productlon costs allocated -
.t compa.mes whose costs currently are prOJected to exceed
. the average Management believes that any changes in the .-
. allocation of productlon costs resultmg from a FERC decision .
‘should msmt in similar rate changes for retail customersv

PR

o Therefore. management does not beheve that thxs proceedmg S
~will have a matenal effect on the ﬁna.nclal cond1tion ofanyof - ~.  ~
,the domestzc utlhty compa.mes, a.lthough the outoome of the ' ;
proceedmg at FERC oa.nnot be predlcted at thls time. - . . I
" In February 2004 'a FERC ALJ issued an Imt1al Decision =~ - -
in the proceeding. The Initial Decision decided some issues -
in favor of the rehef sought by the LPSC and decxded some -
'issues agamst the Telief - sought by the LPSC. Entergy . =~ =
f,'contmues to assess the potential effects of the ALTs Initial
‘Decision, and how it will respond to the decision. It appears -~ -
that the slnft in ‘total productxon costs under the terms of ., R
‘the ALJs Initxal Demsmn would not be as great as that
N sought in the LPSC‘s complaint, but would still be ‘sub- .
- stantial. As an Initial Decision, it is not a FERC order, and .. -
- Entergy and the other parties in the proceedmg will have -
~','add1txonal opportumtxas to explam their posmons in the .
proceedmg prior to the issuanoe ofa FERC decasxon FERC o
7-.does not have a deadhne by which it has to’ dec1de the' o
E proceedmg and management does not expect a FERC '

dec1s1on before the fourth quarter 2004

On February 10, 2004 ‘the APSC 1ssued an’ “Order of-" .
Investigation,” in which it discusses the negatlve effect that
;nnplementatlon of the FERC ALJs Initial Dec:smn ‘would have
i .on Entergy Arkansas customers The APSC order includes a
N prehmmary estimate that the FERC "ALJs Initial Decnsmnj-‘

_'would shift apprommately $125 million of costs for the year
2003 to Entergy Arkansas’ retail customers, and would shift -~ '
.an average of appro:nmately $113 million per yw for the =~ ° g '
years 2004-2011 to Entergy. Arkansas retail customers. The - °
.+ APSC order estabhshes an mvestxgatlon into whether Entergy L

Arkansas contmued partxc1pat10ninthe System Agreementls S
. in the best mterest of its customers and whether there are | .

' ‘steps that Entergy Arkansas or the APSC (xm take “to protect' i

’ [Entergy Arkansas customers] from future’ attempts by -
. Louisiana, or any other Entergy retail- regulator to shift its
s high costs to Arkansas.” Entergy Arkansas 1mtlal testlmony

"intheproceedmgisduemApnl2004 ,
In addxtlon to ‘the _APSC’s Order of Investlgatlon o

Entergys retaﬂ regulators have a.nd may continue to : ;
L questxon the prudenoe a.nd other aspects of Entergy System

. or domestlc utxhty company oontracts or assets that may'

= not be subject to their respectxve ‘jurisdictions. For mstance,"'
“in its Order of Investxgatlon the APSC dlscusses aspects of |
' Entergy - Louisiana’s power purchases from the Vidalia
proJect and’ the APSC has publicly announced its intention .

to “initiate” an inquiry into the Vidaha purchase power -
‘contract Entergy beheves that any such mqmry would',

have to occur at FERC
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MANAGEMENr's Fmai\rcmr DISCUSSION AND ANAI'.Y:SIS continued

- MARKET AND- CREDIT Rrsxs
‘Market risk is the risk of changwmthe value of commodxty

and financial instruments, or in future operating results or
" factor of 85% with a financial true-up payment to NYPA
should NYPAs cost to purchase power due to an’ output,
) shortfa.ll be lugher than the PPAS’ price. 'I'he calculation of -
a.ny true-up payments is based on two two-year penods For
S _the ﬁrst period, which ran through November 20, 2002,
Indian Point 3 and FitzPatrick operated at 95% and 97%, P
" respectively, under the true-up formula. Credits of up tos5%
reflectmg penod one generation above 85% can be used to -

- cash flows, in _response to changmg market - oondmons

Entergy is exposed to the following significant market risks: -

» The commodity price risk associated with Entergy’s -
Non-Utility Nuclear and Energy Commodlty Semces
.- segments. .
» The foreign currency excha.nge rate risk associated -
with certain of Entergy’s contractual obligations. .
= ‘The interest rate and eqmty price risk associated w1th )
Entergy‘s mvestments in deeornmissxomng trust funds.

Entergy is a.lso exposed to credit nsk Credlt risk is the risk

of loss from nonperformance by supphers, customers, or
financnal oounterpartxes to a contract or agreement ‘Where
it is a significant oonmderatlon, oounterparty credlt risk is
addressed in the dlscussxons that follow.

Commodlty Price Risk
POWER Gnm:nu'xon

The sale of electricity from the power generatlon plants
owned ‘by Entergys Non-Utmty Nuclear business and.

Energy Commodity Servwes, unless otherwise contracted,

" is subJect to. the fluctuation of market power prlces>
Entergy’s Non-Utility Nuclear business has ‘entered into -

power purchase agreements (PPAs) and other contracts to

sell the power produoed by its power pla.nts ‘at prices .
established in the PPAs. Entergy continues to pursue oppor-
’ tumtles to extend the existing PPAs. ‘and to enter into

“new PPAs with other parties. Followmg ls a summa.ry of ' :
Non-Utﬂlty Nuclea.r

the amount of the Non-Utlhty Nuclear business’ output

_that is currently sold forward under physxcal or financial -

contracts at fixed prxces .

* 2004 2005 2006 2007 2008 .

Non-Utility Nuclear:
9% of planned generation

soldforward . .. . 100% - 52%  82% - 16% - 4%
Planned generation (GWh) 82,787 84,164 34,853 34,517 34,513

" ‘Averagepricoper MWh - . $38 - $37 . $35. $34 7 38

The Vermont Yankee acquisition ivncluded'a layear PPA,

which is through the ex'plration of the current operating

. license for the plant, under which the former,o'wners will
- buy the power produced by the plant. The PPA includes an

adjustment clause under which the prices specified in the’

PPA will be adjusted downward annually, beginning in

November 2005, if power market prices drop below PPA -

prices. Accordingly, because the price is not fixed, the table

- above does not report power from that plant as sold forward

after October 2005. Approxunately 2% of Non-Utxhty

Nuclears pla.nned generatxon in 2005, 13% in 2006, 12% in
. 2007, and 13% in 2008 is under contract from Vermont}

Yankee after October 2005

) Under the PPAs thh NYPA for the output of power from .

. Indian Point 3 and FitzPatrick, the -Non-Utility Nuclear
business is obligated to produce at an average capamty

offset any output shortfalls in the seoond penod whxch
runs through the end of the PPAs on December 31, 2004.

o Included in the planned generatlon sold ‘forward -
_percentages are contracts entered into in 2003 that arenot |

o unit oontmgent but are firm oontracts oonta.imng hqmdated .

- damages provisions. These ﬁrm contracts are for 1% of

Non~Ut1hty Nuclear’s planned generatxon in 2005, 4% in © -

2006, 2% in 2007 and 0% in 2008.

. In'addition to selling the power produced by 1ts pla.nts

" the Non-Utility Nuclear business sells installed capacity to .-
load-serving distribution companies in order for those . - i
companies to meet requirements plaoed on them by the "
',Independent System Operators in their ‘area. Followmg is

'a summary of the amount of the Non-Utlhty Nuclear busi-

ness’ installed capacxty that is currently sold forward, and

N the blended amount of the Non-Utility Nuclear business’ -
. planned genera.txon ‘output a.nd installed capac1ty that is
- currently sold forward

. Percent ofeapacity sold forward
’ - Bundled capacity and ' ) o .
energycontracts - © - 55% - 15%  12% . 13% ~ 13%

" Capacity contracts - ' - 28% - 15% - 6%  -3% . -

. Total . - 83% . 30% - 18% | 16%  13% |

" Planned MW inoperation - 4,111 4,203 4,203 4,203 4,203 .
.Average capacity contract h e ’
priceperkWpermonth - - $24  $13 806  $07  NA

. Blonded Capaclty and Energy

(buod on revenuea)

96’01’ planned generation and : .

" capacity sold forward - S pp% 4% Co28% 13% . - 4%
-Average contract ) B ) '

. révenueperMWh .. $30  $37  $35 $34 $38

As of December 31 2003, appro:omately 299% of Entergy’s '
) oounterpartles to Non-Utility Nuclear’s energy and ca.pacxty .

oontracts have investment g'rade credlt ratmgs

2004 2005 ' 2006 < 2007 2008

et hamea st B o L
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Followmg is a summa.ry ‘of - the amount of Energy
" Commodity Services' output and installed capacity that
is currently sold . forward under phys1ca.l or fma.ncml

contracts at fixed prxces
B . 2004 2005° 2006 . 2007 2008
" Energy Commodity Services: < . -
Capacity Sl |
Planned MW in operation 1,011 1,811 , 1,911 (1,811 1911 - -
%orcapamtysoldforwam' . 43%  43%  34% . 31% 2% -
'Energy . S S
 Planned gezieraiion GWh) 3321 3,348 8,337 ‘3,545 4015
% of planned generation - . . S
 eold forward C 7 ea%  CeT% - 52%  42% ° 39%
_ Blended Capacity and Energy ' o o
" (based on revenues) B
9% of planned energy and e ) ) )
. capacity sold forward . 62%  €6%  50% . 41% ~ 35%
revenue per MWh = $26 . $25° . $27 $31° .$28

The mcrease in the pla.nned generatxon sold forwa.rd :

pereentages from the percentages in the 2002 Annua.l

- Report is attrxbutable to Entergy Loulsm.na and Entergy'
New Orleans contracts 1nvolv1ng RS Cogen and o
o Independenoe 2 entered mto in 2003. These contraots are E

still ‘subject to a F’ERC rewew prooeedmg scheduled for
hea.rmg later in 2004. -
Entergy continually momtors mdustry trends 1n order to

determine whether asset unpau'ments or other losses could .

result from a decline in value, or ca.noellatlon, of mercha.nt

power pI'OJeCtS and reoords prov1sxons for nnpa.n'ments and B
. losses accordmgly . '

" of that method are as follows: - . .
« ‘Value-at-risk is used in conjunctlon with stress mtmg,
.posmon reporting, and proﬁt and Joss reporting in
*';"'order to measure and control the risk mherent in the
; tra.dmg and mark- to-ma.rket portfohos - .
. * EKT estunates its value-at-risk usmg a model based on
JIP Morgans Risk Metrics methodology combmed with
a Monte Carlo simulation approach

. 'EKT estlmates its daily value-at-risk for natural gas-
- ~and power using a 97.5% confidenoe level EKT’s da.lly

. value—at—nsk is a measure that indicates tha.t if prices -
moved ‘against the posxtxons the loss in neutrallzmg the
. 'fportfoho would not be expected to exoeed the ca.lculated
. valueatrisk. . -
"« EKT seeks to limit the da.lly va.lue-at-nsk on any g1ven ’
‘ day to a certam dolla.r a.mount approved by the tradmg
) commlttee ‘

" EKTs va.lue-at-risk measures, which it calls Daily Earnings’
at Risk (DECR), for 1ts tradmg portfoho were as follows

- (m xmlhons) : . . -

2003 - . 2002 2001

- DE@Rattheendoftheyear . = $ 8.6  $152 = $55 '." )
, Average DEER for the year 8138  $108 864"
LowDE@R fortheyear . . . . $59 $ 6.6 $3.6

" High DECRfortheyear L " ',sfas.z ‘$16.9 " $80. -

EKTs DE@R at ‘the ‘end of the year was lower in , 2003

-, increased in 2003 compared to 2002 as a result of an increase

_ - - in the size of the posxtxon held, pa.rtxcula.rly during the first

: Manxnrmo AND TRADING - ° : -
. The earnings of Entergys Energy Commodlty Semces-,
~segment are exposed to oommodxty price market risks -

primarily through Entergys 50%-owned unoonsohdated

investment in Entergy-Koch Entergy-Koch Tradmg (EK'I') -
" uses value-at-risk models as one measure of the market risk
of a loss in fair va.lue for EKT‘s ‘natural gas and power
_trading portfolio. Actual future gams and losses in portfolios ‘
- will differ from those estimated based upon actual fluctua-
tions in market rates, operatmg exposures and the tumng T
'thereof and cha.nges in the portfoho of denvatwe fma.ncxa.l ‘
" . instruments during the year. : . :
To manage its portfoho EKT enters into various
 derivative and contractual transactions in accordance with .
‘the policy approved by the trading committee of the govermng .
-~ board of Entergy-Koch. The tradmg portfoho consists of -
physxca.l and financial natural gas and power as well asother -~
" energy and weather-related contracts. These oontracts take
manyforms, includmg futunes, forwards, swaps, and optxons

' quarter ‘of 2003. EKTs average DE@R increased in 2002
- oomparedtozool asaresultofan increase in the size of the "

. pos1t10n held and an increase in the volatility of natural gas o

prices in the latter part of the year. -
~For all derivative and contractual tra.nsactlons EKT is

parties to these transactions. Relevant considerations when

- assessing EKT‘s credxt risk exposure include:

» EKTs operatmns are prunanly oonoentrated in the

energy mdustry - :

" «EKT's trade rece1vables and other fma.ncml instruments
. are predomma.ntly with energy, utility, and financial .
" services ‘related oompames, as well as other trading
g oompames in the U.S., UK, and Western Europe.

‘s EKT maintains credit pohcles whmh its ma.nagement

.- believes mmirmze overall credit risk. L

.. Prospectwe and emstmg customers are rev1ewed for o

. creditworthiness based upon pre-estabhshed standa.rds
_with customers not meetmg ‘minimum standards ,

h prowdmg various secured payment terms includmg .‘

the postmg of cash oollateral : ‘

Charactenstxcs of EKT’s value-at-nsk method a.nd the use L L

oompared to 2002asa result of reduced strength of pomtof- ;
.view during the second half of 2003. EKTs average DE@R

exposed to losses in the event of nonperformarice by counter- -



. :EKT also has master nettmg agreements in place

) ) Matm’itiesandSoumes

- Fair value of contracts at December 31. 2003 - - -

L L e e

“These agreements allow EKT to offset cash and
’~non-cash gains a.nd losses arising from derlvatxve

. .' mstruments with the same counterpa.rty EKTs pohcy
L isto have such master nettmg agreements in place '
; ,thh mgmﬁcant counterpa.rtles L ,

‘_Based on EKT’s pohcles, nsk exposures, and valuatmn? .
[adgustments related to credit ‘EKT does not ant1c1pate a’’
. material adverse effect on its financxa.l posxtion asa result . .-

of counterpa.rty nonperformance Asof Deoember 31 ‘2003,

L appmxmlately 91% of EKTs counterparty credit exposure o
is associated with’ compamw that have a.t least mvestment :

grade credit ratmgs - -

Following are EKTs mark-to-market assets (habxhtles)
. and the period within whxch the assets (iabilities) would be: i
: reahzed (pa.ld) in cash if they are held to matunty a.nd .

market prxces are uncha.nged (m milhons)

'rormrvnueornadmg »,-"- - 012", 1324 ',,25+~ L

Contracts at December 31, 2003 . months months months Tctal'
N Pricesactivel,yquoted S o s1ze3 A$(87.1) $(14.6) 248 '
“othersources .. - | " a8 (101) ' .56....03

Prices based on models” - v (280 . 142 4.9 (59) .

Total ~ - .o T - - . $103.1 - .$(83.0) "8 .(4.1). $180

, Followmg sa roll~forWar'd of the change in the fair value o3
©of EKT’s mark-to-market contracts during 2003 (in millions): -

-'Fair value of eontracts outstandmg . T .
atDecember 31 2002 aﬂer implementation .- PR ‘
' of Emerging Issues Task Force @ITE)! ozcs 270 s soe -
.A (Gain)loss from contracts Lo . ) T
realized/settled during the year oL L i (880.0)
_Net option premiums recsived during the year R . S 275.7‘.
. ‘Changeinfairvalueotcontracts attnbutable SRR L f .
L to market movements durinig the year .~ - .. | © ' . 2294 -
- Netchangeincontractsoutsta.ndmg LT T L
. during the year . e 0 T (a.m)

- Forelgn Currency Exchange Rate Rlsk .
. Entergy Gulf States, System Fuels, a.nd Entergy’s Non- o
- Utility Nuclear business enter into forelgn currency forward .
contracts to hedge the Euro-denominated payments due -
- under certain purchase contracts The notxonal a.mounts of .
“the foreign currency forward contracts are 142 8 nulhon
X " Euro'and the forward currency rates range from 8641 to :
1.085. The maturxtles of these forward contracts depend on -
the purchase contract payment dates and ra.nge in tune

from January 2004 to January .2007. The mark-to—ma.rket

' ',va.luatxon of the forward contracts at December 31 2003 o
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2003 .
. secunties are generally held i m funds that ‘are desxgned to
o approximate or somewhat exceed the retum of the Standard

- $ 1607 " -
: - - retail’ competltlon either has not occurred or has been - - S

. abandoned with the exceptxon of Texas, where it ‘has been‘ - . o

"«mgmﬁcantly delayed AtFERC, thepace of restructurmg at - - o
the wholesale level has begun but has also been delayed. It .. "'
is too earlytopredict the ultimate effects of changes in US. . -

) energy ma.rkets Restructunng issues are complex and are ~ . . .
'._-contmually affected by - events ‘at the natlonal regnonallf.'

- state, and local levels. These changes may result, in the - "

long-term, in fundamenta.l changes in the way tradltiona.lh,l- o

integrated utihtxes and holding company systems, like the S

‘Entergy system, ‘conduct their busmess Some of these’ ., '

) changes may be pos1t1ve for Entergy, whlle others may not be

' MANA'GEMENT'S mm_a'cm niscpsSxou‘Aivn(AN’ALYs’rsic'daunBea o f" - L

A was a net asset of $50 mﬂhon The counterparty banks
oL ',obhgated on these agreements are rated by Standard &
e Poor’s Ratmg Servst at AA on thexr semor debt obhgations

' as of December 31 2003 ’

Y"

nilnterest Rate and Equity Price Risk -
o Decommlssioning Trust Funds ) : IR
: Entergys ‘nuclear decommissxoning trust funds are” o
" exposed to ﬂuctuatlons in ‘equity prices and interest ratm o
The Nuclear Regulatory Cormmsslon (NRC) reqmres TR
}'Entergy to maintain trusts to fund the costs of decommis- ,
swning ANO 1, ANO 2, River Bend Waterford '3, Gra.nd IR
‘Gulf 1, ‘Pilgrim, ‘Indian Point 1 ‘and 2, and Vermont Yankee
o (NYPA currently retains the decomxmssmnmg trusts and i
liabilities for Indian Point 3 and FitzPatrick). The fundsare
mvested primanly in eqmty secunties ﬁxed-rate ﬁxed-A A
-mcome secunties -and’ cash a.nd cash eqmvalents
Lo Ma.na.gement beheves that exposure of the vanous funds to -
market fluctuations - will ‘not a.ffect Entergy’s financial - . -
- results of operatlons as it relates to the ANO 1- -and 2, River o
' ‘Bend ‘Grand Gulf 1, and Waterford 3 trust funds because of T
- the application of regulatory accounting prmcxples The - G
o Pilgrim, Indian Point 1 and 2, and Vermont Yankee trust - .~ |
: »ﬁmds collectlvely hold approxlmately $895 xmlhon of ﬁxed-

rate, ﬁxed-mcome secuntles as of December 31, '2003. These

,‘secuntles have an average coupon rate of approxunately
- B, 6% ‘an average duration of appro:nmately 5.2 years, and - ,

an’ average matunty of apprommately 79 years. The
' pilgrim, Indian Point 1 and 2, and Vermont Yankee trust’ -

funds also collectxvely hold equity secuntles worth -

approx]mately $450 xmlhonasof December 31, 2003. These * .. .

& Poor’s 500 Index, and a relatively small percentage of the " S

- - secunties are held in a fund intended to replicate the return
. -of the leshire 4500 Index The decomxmssxomng trust
" funds are discussed more thoroughly in Notes 1 and 9 to
: ‘the consohdated ﬁna.nmal statements :

_.',UTILITY Rss-rnuc-nmmc Lo R

In Entergy’s US Utxhty semce terntory, movement to
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‘In the long-term, these cha.nges may result in increased '
costs associated with utility unbundlmg of services or func-
"tions and transrtxomng in new orgamzational structures
- and ways of oonductlng busmess Itis possxble that the new ‘
: orgamzational structures’ that’ may be’ required will result
-in lost economies of scale, less beneﬁcial oost sharmg'
: arrangements w1thm utility holding company systems, -
. and, in some cases, greater difficulty and cost in accessing :
capital. Furthermore, these changes’ could result in early .
- reﬁna.ncmg of debt, the reorgamzation of debt, or other .
. . obligations between newly formed oompames and Entergy - -
As a result of federal and state “codes of. oonduct” and :.
affiliate transaction rules adopted as part of restructunng. '
new non-utility affiliates in Entergy’s system may be -
- precluded from, or limited in, domg business with a.ffihated .
* electric market partmxpants ‘or have prxces set at the lower.
of cost or market. In addition, regulators may impose . [
" limits on (price caps), rather than have the market set,
. wholesale energy prices. There are a number -of _other
- changes that may result from electmc busxness oompetition )
' “and unbundling, including, but not limited to, changes to
~labor relations, management and stafﬁng. structure of -
S operations envxronmental oomphanoe responsxbihty, and' .

other aspects of the utility busmess

: Transmlsslon “ : o K
= In 2000 FERC issued an ‘order enoouragmg utihtles to .
- voluntarily place thexr transmissmn facilities under the
--control of independent RTOs" (regional transmission e
~ organizations) by Decemnber 15, 2001. De]aysinunplementing"‘f
the FERC order have occurred due to a variety of reasons, U
including the fact that utility compames, other stakeholders, _

and federal and state regulators continue to work to resolve

various issues related to the estabhshment of such R’I‘Os
Entergy’s domestic ut.ility compa.nies were participating;

with ot.her transrmsslon owners within the. southeastern

. :Umted States to'establish an*RTO; the proposed SeTrans :
.RTO, but the sponsors' dete_rmmed that the regulatory -

approvals necessary for the development of the SeTrans

RTO were unlikely to be obtained at the present time and in ~
. December 2003 suspended further development act1v1ty . _'
Although SeTrans development is suspended, Entergy X

contmues ‘to focus 1ts efforts on reforms that can further

- the core objectives of FERC‘s 2000 order: achievmg greater
independence in the prov1s1on of transmission servxce anda -
" more efficient method of. pncmg that service. Entergy )
intends to work with FERC and Entergys retail regulators >
" on certain voluntary steps to further those obJectives -
As currently oontemplated and assuming apphcable .
regulatory support and approvals can be obtained, Entergy &

~ “'plans to contract with an independent transmission entity -
" to oversee the granting of transmission service on the -
*Entergy system as well as the unplementation of the weekly .

procurement prooess that Entergy has proposed Entergy - ‘

\

- '-_w1ll subrmt to FERC for its approval the proposed contract . ' L
" setting i‘orth the independent entity’s duties ‘and obhgations L )
‘a8 well as other documents necessary to nnplement this‘
‘,proposed ‘structure. The proposed structure does mnot -
‘transfer control of Entergy's transrmssxon system to the .
: ,mdependent entity, but ratherwﬂlvest with the mdependent MRS
- entity broad oversxght authority over tra.nsmissmn planxiing" ) :
‘and operations R - o

“Entergy oontmues to focus 1ts efforts'
R on reforms that can further the core‘ ,

4 the provxsion :of tra.nsmxssron A
" 'service and a more efﬁcient method R
of priclng that service. .

R

‘ Entergy also intends that the independent transmissmn
'_-'entlty will adxmnister a transrtlon to’ part1c1pant funding o
. _that should increase the efﬁcxency of transrmssmn pricing
o ,'on the Entergy system Entergy intends for the mdependent' .
‘..transrmssxon ent.lty to - determine whether’ transxmssxon o

upgrades assocxated with new requests for serv1ce should be

~funded directly by the party requestmg such service or bylr S
a broader group of transmissxon customers This determi- o E
nation -would be ‘made’ in- accordance \mth protocols - ’
approved by FERC and any party contesting such determi s
. nation, mcluding Entergy, would be reqmred to seek review’ .
—at FERC. - AN
.. On February 13, 2004 agroup of ten marketpartxmpa.nts AR
"; ‘ 5i'11ed with FERC a response to the a.nnounoement that the
. ASeTra.ns sponsors had suspended further development ’
- efforts In their response, the participants allege that absent . e
 the SeTrans RTO, the dominant utilities in the southeastern """
"United States (Entergy and Southern’ Company) Twill o ;
continue to maintain control over the transmisswn system o
and will continue to have the sbility to exercise market .
.- power in the wholesale market. The market participants -~
j,,urgeFERC to: (1) order Entergy and Southemtounmediatelyﬁ IR
turn over control of their OASIS system to an independent ~ - - | .
_ 'entity, (2) uutlate a formal investlgation into ‘competitive’ =
. “ conditions in_the ‘southeastern Unitéd States; (3) issue a -
show cause order regardmg revocation of Entergy’s and "
’ _Southerns market—based rate authonty, and (4) e1ther order_v S
Entergy and Southern into an RTO or tnitiate prooeedmgs S
to appomt a market monitor and conduct vanous audits of -

Entergys and Southern’s practices and procedures related

tothe granting oftransnussmn service and the pla.nmng of
. the tra.nsmissuon system Entergy believes that the allegations‘ RN
oontamed in the response are \mthout merit and plans to .7
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v1gorously defend ltself See addmonal dxscussxon related to:
this issue in FERC's Supply Margin Assessment section below. ‘

In September 2001, the LPSC ordered Entergy Gulf States

"~ and Enterg'y Louisiana to show cause as to why these -

companies should not be emoxned from transfermng their

. transrmssxon assets or oontrol of those transmission

assets, to an ITC (mdependent transmission company),

'RTO, or any similar 'organization, asserting that FERC

does not have Junsdlctxon to mandabe an ITC or RTO. Thrs

: proceedmg is pendmg

FERC 8 SUPPLY Mnnom Assnssusnr

In November 2001, FERC issued an order that estabhshed a
new generation market power screen (called Supply Margm
Assessment) for purposes of evaluatmg a utility’s request
for market-based rate authonty, applied that new screen to
the Entergy System (among others), determmed ‘that

'Entergy and the others failed .the screen within their

respective - control areas, and - ordered these utilities to

unplement. certain mitigation measures as a condmon to

their continued abmty tobuy and sell at market-based rates.

Among other things, the mitigation -measures would .

require that Entergy transact at cost-based rates when itis

'buymg or sellmg in the hourly wholesale market within its
" control area. Entergy requested rehearing of the order and

FERC has{ delayed the implementation of certain mitigation
measures until such time as it has had the opportunity to

consider the rehearing request. In June 2003, FERC proposed . |
~ and ultimately adopted new ‘market -behavior rules and ;
tariff provisions that would be apphed to any market-based o

_sale. Entergy modified its market-based rate tanffs .to

reflect the new provxsxons but has requested rehearmg of

FERC's order.- Addltlona.lly, durmg December 2003, FERC
announced it was holding addmonal technical conferences )

on proposed modifications to its Supply Margin Assessment

- screen. Two techmcal ‘conferences were held during

January 2004. Entergy has filed comments in this prmedmg

) urgmg FERC to rely on an “uncommitted capacity” version
" of any market screen in order to reflect a utility’s native
load obligations. It is Entergy’s belief that cost-based regu-
lation effectively mitigates both the ability and the incentive |

to exercise market power to the extent of the native load

. obligations. A FERC rule on Supply Margm Assessment "
- -could be issued by the end of March 2004.

Separately, Entergy-Koch Tradmg med its tr1enma1

market power update on January 26, 2004. 'I'hree ‘market )

participants mtervened and urged FERC to reject
Entergy-Koch Tradmgs triennial update and terminate
Entergy-Koch Trading’s, the "domestic utility companies’,

and their affiliates’ market-based rate authority for sales’
within the Entergy control area unless and until adequate |
mitigation measures have been implemented. If FERC were

to revoke Entergy-Koch Trading’s, the domestic - utlhty

- compa.mes and thelr afﬁlxates market based rate authonty

'MANAGEMENT'S FINANCIAL DiscussroN AND ANALYSIS. eontinuéd -

‘ for wholesale sales within the Entergy control area, these
entities would be lmuted to making wholesale’ sales

pursuant to cost-based rate schedules approved by FERC!

Entergy’s wholesale sales within its control area could be -
’ oost-Justlfled and the wholesale electnmty sales of Entergy-
s Koch ’Iradmg within Entergys control area are of a limited
' amount therefore, management ‘does not believe that the -
revocation of market-based rate authority would have a’

materxal effect on the financial results of Entergy In splte
of tlus Entergy mtends to wgorously defend its market,-

‘based rate authority. A )
. - In a separate, but related proceedmg, in December 2003,
~ FERC determined that the acquisition by Oklahoma Gas &
" Electric (OG&E) of a generating facﬂity within its control

" area from a" non-affiliated entlty would undermine .
competrtion and was, aooordmgly, not consistent with the .
public interest. Based on this- conclusron. FERC then set -
the matter for hearing to determine what mxtlgatxon'_ :

remedres would be necessary to address the market power
issues. FERC's determination that the acquisition would
raise market _power concerns was premised on an analysis

" that rehed on OG&E's total capacity, not its uncommitted
paclty This proceedmg, and FERCs ultunate ruling,
‘could significantly affect a utility’s ability to acquire needed -
o non~affihated generatlon resources in its service temtory, .
) such as the pending purchase of the Perryvrlle power plant

by Entergy Louisiana.

’ Inrznconnncrxon Onnxns V )
_In January 2003, FERC issued two orders in ‘proceedings .
1nvolv1ng I.nteroonnectlon Agreements between each of the -

domestic utility'companies (except Entergy New Orleans)

‘and certain generators interconnecting to the domestic utility
_ companies’ transmission system. In the orders, FERC o
authorized the generators to abrogate certain provisions of -
- the mterconnection ag'reements in order to avail themselves .
- of new FERC policies developed a.ﬂer the generators’ execution - - |
of the agreements Under FERCs orders, capital costs that =~ .

the generators had agreed to bear will now be shifted to

‘Entergy’s native load and other t.ransxmssxon customers.
- Other generators that previously had executed interconnection
' ‘agreements agreeing to bear similar costs have also filed
complaints to obtain the same or similar relief against the : o
domestic utility oompames In the event that the generators - ' '
that have interconnected to ‘the Entergy transmission -
system are suocessful in obtalmng such relief, it is estimated
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that approxunately $280 ‘million of costs w1ll be shrfted'-"

from the mteroonnectmg generators to the domestic utlhty

, compames other transmission ‘customers, including the

domestic utility companies’ bundled-rate retail customers

- Entergy intends to pursue all regulatory and legal avenues o
"available to it in order to have these orders reversed, and the

. affected interconnection agreements reinstated as agreed to

by the generators The domestic utxhty oompames had

appealed prewously to the Court of Appeals for the D.C.

" Circuit the FERC orders initially establishing the new FERC

policy that was applied retroactively in the January orders.

" In the orders currently pending before the D.C. Circuit,
' FERC had apphed the new policy on a prospectwe basis. In
" an opinion issued in February 2003, the D.C. Circuit denied .

Entergy’s petition for review in one proceedmg. concluding

that FERC had not acted in an arbitrary and capricious -
" manner when it changed its policy from that of directly
assigning certain interconnection costs to the generator to .
" a policy in which those costs are borne by all customers on’
“the domestic utility compa.nios transmission .system. A
related proceeding concerning a similar change in policy -
for another segment of interconnection costs s stﬂl :

pendmg before the D.C. Circuit.

In July 2003 FERC issued its fmal rule on the standard- .

, ization of generation interconnection agreements and
procedures (Order 2003). Among other things, Order 2003 -

' incorporates pricing pohcxes that require the tra.nsrmssmn' -
provider’s other customers to bear the vast - maJonty of

‘costs required ‘when a new generator interoonnects to its

transmission system or requests transmlssxon upgrades .
‘necessary for the generator to be considered a network.

resource for load serving entities within the transmission

prov1ders control area. Order 2003 also requires that'(

generators ‘that fund upgrades receive their money back,

. with interest, in no more tha.n five years. Order 2003, which

FERC has indicated is to be ‘applied only to prospectwe

interconnection agreements became effective on January' ,
20, 2004. Consistent with their past practxoes the generators
. that had previously executed interconnection agreements l
~ with Entergy and that have transm1ssmn credlts outstandmg :
have filed complaints at FERC seeking to avail themselves .

of the more beneficial crediting aspects of _FERCs final

. rule. Entergy has opposed such relief and the proceedings
arependmg On March 5, 2004, FERC1ssuedanorderon:_.
rehearing respondmg to oertam issues raised with respect to

Order 2003. While management is still analyzmg the order

on rehearing, it appears that FERC has modrﬁed Order 2003
to, among other things, eliminate the reqmrement that the

generators receive their money back in no more than five
years and include a requirement that the generators receive

credits only when transmission service is taken from ‘the
specific generating facmty served by the interconnection or
upgrade. Because the order on reheanng was just 1ssued’
however, management‘s analysis of the effects of the order,

is ongoing.

'Retail : e -
- Only in 'the Texas portxon of Entergy Gult‘ States’ servme L
- terrxtory has there been sxgnificant movement toward reta.il" v

open acoess ‘but implementatlon has been delayed in that

territory. Entergy does not expect that retall open accessis
likely to begm ‘for Entergy Gulf States before the flrst" .

. quarter of 2005. Entergy Gulf States’ 'beas—;ux’xsdlctlonal" L
) baseratesrenmnunchangedasaresrﬂtofabaseratefreeze

. nnplemented in oonnectlon with the delay in unplementatlon

of retail open access in its ’lbxas service terntory While

the PUCT has’ approved on an interim basis; a business

‘separatlon plan for Entergy Gulf States in 'Iexas and has
'approved market protocols to 1mplement an interim "
" solution (reta.d open access without a FERC-approved RTO), -~
" several ‘other ‘proceedings neoessary to implement retail |
: _openacoessarestrll pendmgm'beas Inaddltion theLPSC.
. has not approved certain matters needed for retail open'-'
~aocess to begin in Texas. Delay in the start of retail open
. access _may delay or Jeopa.rdxze the regulatory approvals o
L .reqmred for retail open access. Retail open access legisla- "
tlon has not been enacted in the other Junschctlons in-
. Entergy’s service terrltory, ‘except for in Arka.nsas where
" it was repealed 1n February 2003. The status of- electnc. '
'mdustry restructunng in Entergys U.S. Utility ‘service -,
territory is more thoroughly d1scussed in Note 2 to the"
‘oonsohdated financial statements o - ‘

Federal Leglslatlon

' Federal legislation intended to facxhtate wholesale oompetltlon ~

) "ln the electric power mdustry has been senously considered -
"by the United States Congress, in both the House of
»'Representatlves and the Senate. In 2003 both the House -
-and Senate passed separate versions of comprehensive .= .
: energy legislation. The bills contain electnmty provmons

* that would, among other things, repeal PUHCA, repeal or
,modlfy the Public Utility Regulatory Policies Act of . 1978: ,

" (PURPA) enact a mechanism for estabhshmg enforceable ~ - .

-rehabxhty standards prov1de FERC with new authonty over o

utlhty mergers and aoqmsxtlons and codxfy FERC’S authonty

over market based rates. Late in 2003, -a conference
comnuttee approved abill reconcnhng the dlfferences between .;
.the two bills, but that bill has not been brought up for a vote ’
~in the Senate . o

;Nucu:AR MATTERS : -
" The domestic utility oompames System Energy, and Non-

Utility Nuclear sub51d1ar1es own and operate ten nuclear

) _power generatmg units and the shutdown Indran Pomt 1

" nuclear reactor. Entergy is, therefore, subject to the risks .
" related to’ owning and operatmg nuclear plants These, N
include risks from the use, storage, handhng, and dlsposal ;
of high-level and low-level radioactive matenals limitations .

on the amounts and.types of insurance - commerc1ally‘

available for losses in connection with nuclear operatrons

and technologma.l and ﬁnanclal uncerta.lntles related to' ,.

f
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T decomm1s51omng nuclear plants at the end of their hcensed -
‘lives, mcludmg the sufficiency of funds i in dwormmssmmng =
- trusts In the event of an unantlcxpated early shutdown of

any of Entergy’s nuclear plants, Entergy may be required

' to provide additional funds or credit support to sat1sfy\'.“ .
A Ind1an Point EmergencyPlan The NRC followed soon there-

regulatory requu‘ements for decommissioning.-

- Concerns 'are being expressed in pubhc forums about
~ the safety of nuclear generatmg units and nuclear fuel, in ’
" particular in the area where Entergy’s Indian Point units -
are located, wlnch are discussed in more detail below. These -

concerns have led to vanous proposals to federal reg'ulators

Entergy owns nuclear plants for 1eg1slat1ve and regulatory'
rchanges that could lead to the shut-down of nuclear units, -
] denial of license extension applications, mumcxpahzatlon of °

. nuclear units, restrictions on nuclear umts as a result of
unavailability of sites for nuclear fuel dlsposa.l or other -
adverse effects on owmng and operatmg nuclear powerf‘,

‘plants. Entergy believes that its generating units are in .
compliance with NRC requirements and intends to vxgor-

ously respond to these concerns and proposals

Groups of concerned citizens and local public ofﬁmals o
»Chave raised concerns about safety issues assocxated w1th ]
Entergys Indian Point power plants located in New York. .

They argue that Indian Points securlty measures and

emergency plans do mot provide reasonable assurance to -
protect the public health and safety. The NRC has ongmal U

Jurlsdlctlon over these matters. In a decision that became

. final on December 13, 2002, the NRC demed a pet.xtlon filed .~
by Rrverkeeper, Inc. asking the NRC to order Entergy to -
suspend operations, revoke the operating license, or adopt . -
other measures, including a temporary shutdown of Indian -

- Point 2 and Indian Point 3. The NRC noted that after
September 11, 2001, it ordered enhanced security measures

. at all nuclear facilities and found that as a result of the' -
collective measures . taken since September 11, 2001, the '

" security at Indian Point provides -adequate protectxon of ~

"+ 'public health and sa.fety The NRC further found that. the'

-~ existing emergency mponse plans are flexible enough to_

respond to a wide variety of adverse condmons mcludxng a

- terrorist attack, and that the current spent fuel storage

system adequately protects the public health and safety. '

Riverkeeper petmoned the United States Court of Appeals -,

for the Second Circuit for rev1ew of this final action of the ’

~ NRC, and, in’ February 2004, the Second Circuit amrmed- B

- the NRC and dismissed the petltlon for review.” - 7.

R ¢ addmon certam conoerns are being raised regardmg )
" the adequacy of the emergency evacuatlon plans for Indmn
" Point. These matters initially must be revxewed by - the

Federal Emergency Ma.nagement " Agency (FEMA)

'MANAGEMENT'S riNANC'IAL mscussion AND ANALYS_IS continued 3

is workmg w1th New York state and county ofﬁmals{

'FEMA the NRC, and other federal agencies to make addi-
’ tlonal unprovements to the plans that may be warranted '

" and to assure them as to the adequacy of the plans

In July 2003, FEMA issued its notice of certification of the

. a.t‘ter .with its endorsement. In August 2003 Westchester

County filed an admxmstratlve appeal of the FEMA ruhng ‘

. that the emergency plans are adequate to protect the public

‘health and safety. FEMA regulatxons on emergency plans -
- -provide for appeals in only two situations: (1) FEMAs -
as well as govermng bodies in ‘some’ localities where -

'approval or d1sapprova1 of a radlologxcal emergency -
" response plan (RERP) for a nuclear power facility; and

(2) FEMAS determmat.xon to withdraw approva.l for a state

', or loca.l RERP In both cases, the appeal process is the sa.me ‘

_'ermu'xon ‘

o

Entergy and its subsidiaries are involved in the ordmary -
course of business in a substantial amount of employment )
asbestos, hazardous material, and other enwronmental and
rate-related prooeedmgs and litigation. Entergy uses legal

" and appropnate means to contest vigorously hugatlon

_,,'threatened orﬁleda.gamstit buthtlgatxonposesamgmﬁmnt S S

- busmess risk to Entergy

: CRITICAL ACCOUNTING ESTIMATES :

. The preparatlon of Entergy’s financial statements m”' .
oonformlty with ‘generally accepted accountmg pnncxples

‘,(GAAP) requires ma.nagement to . make estxmates and

‘ Judgments that can have a s1gmt‘icant effect on- reported -

ﬁnancxal posxtxon results of operations, and cash’ flows.

- Management has - identified the following estimates as -,

‘cntlcal accountmg estimates because they are based ‘on

- . assumptions and measurements that involve an unusual - - .
degree "of uncertalnty, ‘and there is the potent1a1 tha.t
different assumptxons and measurements ‘could produce a
. estimates that are significantly different than those recorded

: in Entergy’s ﬁnancxal statements.

_-Nucm:an Dscommrssxonmc Cos'rs

-Entergy owns a sugmﬁcant number of nuclear generatxon'< )

facilities in both its US. Utility and Non-Utility Nuclear -
. business units. Regulatxons requxre that these facilities be- sl
,‘,decommxssmned after the facxhty is taken out of semce, L

- and funds are collected and dep051ted in trust funds dumng

R

' "_.:the faclhtnes operating lives in order 1o provxde for this )

: ‘obhgatxon Entergy conducts perxodxc decomrmssmmng ol

'cost studies (typically updated every .three to five years) to" .

. ~'estimate the costs that will be incurred to decomxmsswn the" ,

o jfamhtxes Note 9 to the consolidated financial statements

. Jurisdiction as to.the overall adequacy .of emergency * " contains details regardmg Entergy’s most recent studies

E planning and preparedness for Indxan Point lies’ with the C

" NRC. Entergy believes that the emergency evacuatlon plans :
‘for Indian Point are adequate to ensure the pubhc health )

.and sa.fety in compliance thh NRC requxrements Entergy " L

*.and the obhgatlons recorded by Entergy related to decom- / o
misswmng The following key assumptlons have a mgniﬁ-‘ o
" cant effect on these estxmates . o



S unpact of these potentlal cha.ngos is not presently
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» CosT Escn.nxon Fac'rons - Entergy’s decommis

© - _sioning revenue reqmrement studles include an assumptxon ’

. 'that decommxssxomng costs wxll escalate over present cost
**levels by annual factors rangmg from approxunately

C could cha.nge the ultimate oost of decommxssxoninga L
‘ _~'facx11tybyasmuchas 11.0%.

7 e TIMING - Inprojectxng deoomxmssmning oosts two

. assumptions must be made to estxmate the tumng of ~
" plant decommissmmng hrst the dato of the plant' Sk

’ retirement must be estlmated The explration of the f o

R plants operating license is typically used for this’
. o purpose, or an assumptlon could be made that the plant
‘will be relicensed and operate for some txme beyond the
. ongmal license term Second an assumptxon must be - -
‘ ‘,.made whether decomnussmning will begm immedlately

"upon plant retxrement or whether the plant will be held -

‘ . in “safestore” status for later decomnussxomng, , ,

L permitted by apphcable regulatxons While the unpact of

", these assumptions ‘cannot be determined with precision,
.assummg either license extensxon or use ofa “safestore” g

.- status can slgmflcantly decrease the present value of v

.. these cbligations. - :
- -,-Snm'r FuUEL- strosu. - Federa.l regulatxons reqmre
. the Department of Energy to prov1de a perma.nent

' repository for the storage of spent nuclear fuel, and “'. LY

... recent legzslatlon has been passed by Congress to
- —develop this reposxtory at Yucca Mountain, "Nevada. -
) However, untxl this 31te is available nuclear plant
. operators must prov1de for intérim spent fuel storage '
on the nuclear plant site, which can require the’ e
) ,': - construction and mamtenance of dry cask storage
“ sites or other facilities.” -

. can have a sxgmfxcant impact (as much as 16% of
' estimated decommissxomng oosts) Entergy's decommis- .
.- sioning stud1es include cost estunates for spent fuel '
. storage. However, these estimates could change in the ,

 future based on the timing of the opening of the Yucca " .

. Mounta.m famhty, the schedule for shipments to that )
L famhty when it i is opened or other faotors o

hrmted practical expenence in the US. w1th actual .

. decomxmssmmng of la.rge nuclear facilities. As expen- -
.. ence is gained and technology changes cost estxmates :
- could also change. If regulations regarding nuclear '
) : decomxmssmmng were to cha.nge, this could have a -
o potentially slgmﬁcant unpact on cost estimates. The

‘ ) ,determinable Entergys decomxmssmning cost studles
= assume current technologxes and regulatlons

The mehcatlons of these estunates vary s1gmficantly
between Entergy’s uUs. Utility and Non-Utxhty Nuclear
'_~'busmesses Separate dxscussmns of these unphcatlons by
. -_busmess segment follow
':fCPIUto55% A50ba31spomtchangeintlusassmnptlon o : S
U Utillty Do TP
. Entergy collécts substa.ntxally all of the pro_]ected costs of .

deoommissxomng the nuclear facxhtxes in its US Utility

" 'business segment through rates charged to customers,A TR
3 lexoept for portlons of vaer Bend wh10h is dxscussed in ': . L

. imore detail below The amounts collected through rates,
- which are based upon decommlsswmng cost’ studies, are’ T

depos1ted in decomxmsswmng trust funds. These collec-

Approxxmately half of Rwer Bend is not currently subJect
to cost-based ratemakmg When Entergy Gulf States

* obtained the 30% share of River Bend formerly owned by

CaJun. Entergy Gulf States obta.med decomxmsswning trust
funds of $132 million, which have since grown to almost

' ;$150 million. Entergy Gulf States believes that these funds "
.will be sufficient to cover the costs of decommmsxomng tl'us
S portxon of Rlver Bend, and no further collections or deposlts
_'are being made for these costs Addxtlonally, ‘under. the ,'" o
_ Deregulated Asset Plan in the Louisiana’ jurisdiction of .
B Entergy Gulf States a portlon of Rwer Bend (approxnnately ‘
16% of its total capamty) is excluded from rate base, and no j - i L

amounts have been or are bemg collected for deoommlsswmng

. < ,"'forthxsportlon oftheplant
" The costs ofdevelopmgand mamtauungthesefamhtxes Lo o IR R
: ' -Non-Utlllty Nnclear A S

In conJunctxon with the purchase of Entergy’s Non-Utihty

o Nuclear facilities, Entergy assumed the decomrmssxomng
e 5ob11gat10ns and received the related decommxssxomng trust
‘funds (exoept for the NYPA acqmsmon in- w}nch NYPA .~

" retained the decommissxomng obhgatlons for the Indlan .A ~'
" Point 3 and FitzPatrick units). Based on decommissxomng

" » TECHNOLOGY. nm REGULATION - 'Ibdato ‘thereis . cost studles and expected plant operatlon hves, Entergy _“’_.’-.:»' '

beheves that the -amounts in the trust funds wxll be .
sufﬁment to fund future decommlsswmng costs w1thout
additional depos1ts from Entergy :

units ‘will have a direct unpact on Entergy’s f‘manmal
posxtlon and results of operatxons ; : :

As Entergy has assumed these decornnussxonmg obhga-
tions without any further external -source - of fundmg, E N
vchanges in estimates of decommmsxomng ‘costs for these "

tlons plus earnings on -the trust fund mvestments are .,‘ st
) 'generally estlmated to be sufﬁcxent to- fund the future L
".'deoommissxomng costs. ‘For the uUs. Ut1hty segment i
‘deoomrmssnomng oost study . estunates were changed and
) ;approved by regulators, collectlons from customers would

-
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~ than the xmphmt rates utxhzed by Entergy in acoountmg
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c MANAGI‘;':MENT".SJF‘INANC_IAL DISCUSSION AND AnAanxs'eonzxnuea v

_A’smsua ' I
" “Entergy - nnplemented SFAS 143, “Accounting for. Asset ~ .
‘Retirement Obhg-atlons » effective January 1, 2003. Nudlear .
deoommlssxomng costs comprise substantxally all of Entergy’s
" asset retirement obhgatlons and the- measurement and -
- reoordmg of Entergy’s deoomxrussmmng obhgatlons changed
sxgmﬁw.ntly thh the mplementatxon of SFAS 143. The
most significant differences in the- measurement of these ":.'f
'obhgatlonsa.reouthned below: » s
. Rsconnmo .OF ruu. oauunrxom - SFAS 143 reqmres -
"~ that the fair. value of an asset retlrement cbligationbe |

recorded when it is incurred. This caused the reoorded
; decomnussmmng obhgatlon in Entergy's Us. Utihty

" . business to increase significantly, as Entergy had

'prev10usly only recorded this obhgatlon as the related

" were recorded on the related trust funds

i . ‘FAIR VALUE APPROACH - SFAS 143 requlres that these g

obhgatxons be measured using a fair value approach

B ~‘Among other things, this entails the assumptlon that - ‘.
.- the costs mllbeincurredbyatlurdpartyandmll

therefore mclude appropnate proflt margms and nsk
prexmums Entergys decommissioning studies to date

- have been based ¢ on Entergy performmg the work and
- have not 1ncluded any such margms or prexmums .

_Inclusxon of these items mcreased cost estunates

o D1scouNT RATE - SFAS 143 requires that these
e obhgatlons be dlscounted using a credlt-ad]usted
.- risk-free rate. This resulted in significant decreases

in Entergy’s deoommlssxomng obhgatlons in the Non- . ©
" Utility Nuclear business, as this discount rate is higher

for these obhgahons thmugh December 31, 2002

" Nuclear busmesses follows: -

.. For the us. Utlhty busmess, the nnplementatlon of ) .
- . SFAS 143 for the rate-regulated busmess of the domestxc

3 utlllty compames and System Energy was recorded as a -

L regulatory asset with no resultmg 1mpact on Entergys

" net income. Entergy recorded these regulatory assets -

. because existing rate mechanisms in each jurisdiction L

- are based on the orlgmal or historical cost standard that

expected to be earnings neutral to the rate—regulated

. - biisiness of the domestlc utlhty companies and System ,'; .
o lEnergy ‘Asséts and liabilities increased by approxunately
S $1.1 bllhon in 2003 for the domestic utmty compames -

and System Energy asa result of recordlng the asset

-

E retuement obhgatxons at thelr fair va.lues of $1 1 b1lhon

-/ by $288 million, reducmg accumulated deprecxatlon by

) _$361 mxlhon and recording the related regulatory assets '_
~lof $422 mﬂhon The unplementatlon of SFAS 143 for the L
portxon of Rlver Bend not subJect to cost-based ratema.kmg .
’ ,Adecreased earnlngs by apprommately $21 million net-of-
- tax ($0.09 per share) as a result of a one-time cumulatlve o
: :_‘effect of accountmg change In accordance with
T ratema.kmg' treatment and as required by SFAS 71 the
T jdeprec1atxon provisions for Entergy’s utility subsidiaries -
e ,mclude a oomponent for remova.l costs that are not asset
‘.- retirement obligations under SFAS 143. Approxlmately

" 6% of the U.S. Utility's current deprec1at10n rates, ona

- 'A ’ Welghted-average basis, represents a component for the
. costs were oollected from customers, and as earmngs . 3 R '

- net of salvage value and removal costs.

- of SF‘AS 143 resulted in a decrease in habmtles in 2003

: "',_of appro:nmately $595 mllhon due to reductlons m
-, .- decommissioning liabilities, a decrease in assets of

approxunately $340 mxlhon, mcludmg a decrease in. ' -

R ‘electric plant in service of $315 million, a.nd an mcrease

“in earmngs of approxnnately $155 ‘million net-of- tax -
"($0 67 per share) as a result of the one-txme cumulatlve

) effect of' accountmg change

. Also Entergy’s 2003 earrungs for the Non-Utrhty Nuclear. .
" “business increaséd by approximately $18 million aftertax - -
) ,over 2002 because of the change in accretxon of the hablhty,
: and deprematxon of the adJusted plant costs. This effect will *
: gradually decrease over future years as the aocretlon of the :
_hablhty increases. Ma.nagement expects that applymg SFAS Lo
143 post-xmplementatxon will have a mmimal effect on. - »
~ : Coe ongoing earmngs for the US. Utility business. ;
~ " The net effect on Entergy’s financial statements of unple- ERR
mentmg SFAS 143 for the U.S. Utxhty and Non-Utlhty :

IMPAXKM}:NT OF Lono LIVED Asssrs

,' Entergy has s1gmflcant mvestments in long-hved assets in
all- of its segments and Entergy eva.luates these assets '
' aga.lnst the market economics and under the accounting
rules for 1mpa.1rment whenever there are mdlcatlons that
impa.irments may exist. This evaluatlon involves a signifi- - E
7 ‘, cant degree of estlmatlon and uncertamty, and these esti- -
_; mates are pa.rtxcularly important in Entergy’s uUs. Utxlxty oo
: feand Energy Commodity Services segrnents In the US. ~
.. allows Entergy to recover all ultimate costs of decom- Sl
o .xmssxonmg exlstxng assets from current and future -
B customers As a result of this treatment SFAS 143 is

Utxhty segment, portxons of River Bend and Grand Gulf are

- ‘not included in rate base, which could rediice the revenue -
.' »'that would - otherw1se be recovered for the - apphcable'
L portlons of those umts generatlon In the Energy -
'Commod1ty Semoes segment Enterg'y’s investments in ‘-’
merchant generatxon assets are subJect to unpau'ment 11‘ e

adverse market condmons anse

as determined under SFAS 143, increasing utility plant .~

-« For the Non-Utlhty Nuclear busmess, the unplementatlon L e o



- market value of generatxon assets. While market

ln order to determme if Entergy should recogmze an
' _nnpa.lrment ofa long-hved asset that is tobe held and used,
Aaccountmg standards requlre that the sum of the expected' o
" undiscounted future cash ﬂows from the asset be compared, o
" to the asset’s carrying value. If the expected undiscounted
" future cash flows exceed the carrymg value, no unpa.lrment .
", is recorded; if such cash flows are less than the ca.rrymg‘ .
value, Entergy is reqmred to record an impa.u'ment charge
"to write the asset down to its fair value. If an asset is held '
‘for sale, an impairment is required to be recogmzed if
- the fair value (less costs to sell) of the asset is less than its .
: ‘carrymg value, -

These estunates are based on a number of key assump—',

‘ ~ tions, including: .

. Fu'rum: rowna AND FUEL rmcss - Electncxty and
- gas prices have been very volatlle in recent years, and’
~ this volat1hty is expected to continue for some tune
This volatility newssanly increases the i unprecxsxon o
inherent in the long-term forecasts of commodity pr;oes ‘
that are a key determinant of estimated future cash .
flows. There is currently an oversupply of electmcxty
. throughout the US., and it is necessary to prOJect
economic growth and other macroecononuc factors in f
-order to project ‘when this oversupply will cease and -

_ prices will rise. Sumlarly, gas prices have been volatxle

as a result of recent fluctuations in both supply and .
demand and proJectmg future trends in these pnces
is difficult. - ' .

- » MARKET VALUE OF osuaan’rxon ASSETS - Valmng

- assets held for sale requires estimating the current |

transactions prov:de evxdence for this valuatlon the

: ma.rket for such assets is volatile and the va.lue of
individual assets is impacted by factors unique to :
those assets. ‘

- FUTURE onaarmo COSTS = Entergy assumes relatlvely

minor annual mcreases in operating costs. 'Ibchnologlcal
or regulatory cha.nges that have a s1gmficant xmpact
on operations could cause a mgmﬁcant change in -

’ these assumptxons . :

. ENTERGY CORPORATION AND SUBSIDIARIES 2003

Due to the’ oversupply of power that exmted throughout

the U.S. and the UK in 2002, and the resulting decreases
in spark spreads consistent with Entergys pomt of view, '
Entergys 1mpairment tests .indicated that a number of', o
»impalrments were requxred tobe recogmzed in2002inthe =" -
p ‘Energy Commodlty Services segment. These impairments,

which were also accompamed by other cha.rges related to

- the restructurmg ‘of Entergys independent power. busi-
- ness, are further deta.lled in Note 12 to the oonsohdated S
- fma.nclal statements :

: ’Manx To- MARKET Accorm’rmu ] ’ o
.~ The EITF reached a consensus to rescind Issue No. 98-10,' :
'+ effective January 1, 2003. Rescmdmg Issue No. 98-10" :: |

f._rresulted m some energy-relatcd contracts bemg accounted .
- for’ on an accrua.l ba.51s that were prevrously accounted e
- }",for on a mark-to-market basis. Contracts that meet the
'_ ,‘,_prov1s1ons of SFAS 133 to ‘qualify as denvatlves are ..
marked-to—market in accorda.nce with the guidance in . -
SFAS 133. Contracts such- as capamty. transportauon .
-.‘storage, tolling, and full requlrements contracts that- are .
. based on physical assets and do not meet the provisions of
. SFAS 133 to qualify as denvatlves are accounted for using
v'accrua.l acx:ountmg Energy commodlty mventones held -
;,' ; 'by tradmg compames such as phys1ca.1 natural gas are .
*. acdounted for at the lower of cost or market. The adoptlon of :
'theconsensushadxmmmalcumulatnveandongomg%nungs R
" effects for Entergy’s Energy Commodity Services business. =
" As required by gerierally accepted accounting prmcxples, )
. Entergy and Entergy-Koch mark-to-market commodity
N mstruments held by them for trading and risk management"
. purposes that are cons1dered derlvatxves under SFAS 133. ..
' Because of the significant estxmates ‘and uncerta.lntres"
. inherent 1n mark-to-market acoountmg, this method is -
:,conmdered & critical accounting estimate for the Energy .
- Commodity Services_ segment Examples of commodxty
.- instruments that are marked to ma.rket include: RS
. '; commodlty futures, options, swaps, and forwards that

-are expected 10 be net settled; and

e power sales agreements that do not mvolve dehvery of

power from Entergys power plants
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Oonversely, oommodlty contracts that are not consxderedf‘
'denvatlves, generally because they - involve physical .
o dehvery of a oommodity to the purchaser are not marked'
" to market. Examples of: commodxty contracts that - are
_ :not marked to market include: - g
. = the PPAs for Entergy’s Non-Utlhty Nuclear plants
' capacity purchasw and sales by the u.s. Utxhty
' - companies; and :
e forward contracts that w111 result in physlcal dehvery

- ' Fair value estimates of the commodxty instruments that "
- -'a.re marked to market are made at discrete pomts m txme‘ -
ibased on relevant ‘market 1nformation Market quotes are
used in determmmg fair value whenever they are available. . "

) ‘When market quotes are not available (eg long-dated .

. commodlty oontract), other information is used including
L transactlonal data and internally developed models. ‘Fair .
- *value ‘estimates based on these other methodo]ogxes are ‘
necessanly subJectxve in nature and mvolve uncertainties -
and matters of sxg'mficant Judgment These’ uncertamtles_

i.nclude pro_yectlons of rnacroeconomlc trends and future

o commodxty prices, including supply and demand levels and
future price volatility. The ‘impact of these uncertaintles .
. : however, is lessened by the relatively short-term nature of

- the mark~to-market posxtxons held by Entergy and EKT

PENSXON AND OTKER POSTRETIBEMENT BENEFITS

o Entergy sponsors defined benefit pens1on pla.ns whmh'
cover substantially all employees Additionally, Entergy -
" provides postretlrement health" care ‘and ' life ‘insurance
o benefits for substantlally all employees who reach retirement
.. age while still working for Entergy Entergy‘s reported costs .
" of providing these benefits, as described in Note 11 to the _ =
consolidated financial statements are impacted by numerous -
 factors mcludmg the prov1s10ns of the plans changmg o
. ’employee demographics and vanous actuanal ealculatlons, ‘

assumptions and accountmg mechamsms Because of the

. complemty of these ca.lculations. the long-term nature off.'
. these obligatlons and the importance of the assumptlons .
 utilized, Entergy’s estimate of these costs is a critical : .
a.ccountmg est.unate for the Us. Utihty and Non-Utxhty’.
. 'Nuclear segments : :

costs mclude

obhgatxons .
PrOJected health care oost trend rates
Expected long-term rate of return on plan assets and

R

Enterg'y teviews these assumptlons on an annual basm o .' .
‘and adjusts them as necessary. The falling interest rate - T,

envu'omnent and poor performance of the financial eqmty s

- markets - -over the past several years have ‘impacted” ..
" Entergy'’s funding and reported costs for these benefits. In . -,
. addition, these trends have caused Entergy . to make a
" number ofad_)ustments to its assumptlons Lo
: In sélecting an assumed discount rate, Entergy reviews - .
market yields on high-quahty oorporate debt.: Based on': ;A"‘ g
recent market trends, Entergy Teduced its discount rate . - -
from 7.5% in 2001 and 6.75% in 2002 to 6.25% in 2003. " .
,Entergy Teviews actual recent cost trends and pro,]ected' S
future trends in establishing health care cost trend rates.
Based on tlus review, Entergy increased its health care cost . L
‘trend’ rate .assumption used in calculatmg -the 2003 - o
’aocumulated postretmement benefit obhgatlon ‘The assumed T
healthcerecost trend rateisa 10% increasemhealthcare . L
" costs’ in. 2004 gradua.lly decreasmg each 'successive year '
: untxlitreachesa4 5%annualmcreasemhealthcarecosts . ":‘f o
Cin 2010 and beyond. B - ARRIPTR
. In determuung its expected long-term rate of return on
. :plan assets Entergy revxews past long-term performance, O . .
~-asset allocations, ‘and long-term’ inflation- assumptions. . .-~ °
_Entergy ta.rgets an asset “allocation for its pension plan = .
. [ . assets of roughly 86% eqmty securities, 30% fixed moome‘ Fe
" sedurities, and 4% other investments. The target allocation ..
"j‘for Entergys other postretlrement benefit ', assets 1sf, Sl
- 45% eqmty securities and 55% ﬁxed income securltles A
Based ‘on recent market trends, Entergy decreased its' .~ "
expected long-term rate of return on plan assets from 9%in -
12001 to 8.75% for 2002 and 2003. The trend of reduced | =
_inflation caused Entergy to- reduce its’ assumed rate of. - .
, mcreasemfuture compensatmn levels from4 6% m2001 to p
’ 825%m2002 and2003 : : o

Cost Sensltlvlty Lo

The fol]owmg chart reﬂects the sens1t1V1ty of pensxon cost : A;- .
: ,to changes in oertam actuanal assumptlons (in thousands) SR

:Actuarls.l Cha.ngeln Impactonzooa ImpactonProjectad'

incompensation © L 0.25% - $4030 0 . . $28101 - .-

4
N
\
i

'Assﬁml;tloﬁ L Assumption "Pension Cost - Benefit Obligation Ol
. Discountraie - ©25% - sags2 . .. seaest.. o
"‘:"__iﬁateofretum e R S e
onplanessets - (0.25%) [ sa4s T on ol
~Rateofincrease LT T I R
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The followmg chart reﬂects the sensxthty of postretlre-’ j B
ment benefit cost to changes in oerta.m actu:ma.l assumptlons ]

- (in thousands) . )
AR xmpactonzocs Accumulated -
. Actuarial Cha.nge in Posh'etlrement Posireﬁrement e '; g
* . Assumption Assumption Benefit Cost  Benefit Obligation
Health care . . N :
- costtrend . 0.25% ©$5,206 . "1 $25,979
. Discount rate '(0.25%)

$3,278

. Each fluctuatlon above assumes that the other oomponents '

.of the calculatlon are held constant.

'sze.soo L

Costs and Funding

In 2003, Entergy’s total pensxon "cost was $108 mﬂhon,'

: mcludmg a $47 million charge related to ‘the voluntary

severance program Entergy a.ntlclpates 2004 pension cost -

to increase to $87 million due to a decrease in the discount ..
‘rate from 6.75% to 6. 25% and the phased-in effect of poor - ‘
“asset performance. Pension funding was $35 miillion for =
s -2oosandinzoo4mpmjectedmbemwmnnonduetothe‘ B
poor performance of the financial equity markets. )
' Dueto negative pension plan asset returns from 2000t0
2002, Enterg-ys accumulated beneﬁt obhgatlon ‘at
'December 31, 2003 and 2002 exceeded plan assets. As a -
" result, Entergy was required to recognize an additional ; »

o ) .xmmmum liability as prescribed by SFAS 87. At December

Accounting Mechanisms )

.. In accordance with SFAS No. 87, “Employers Acoountmg <
- for Pensions,” Entergy utilizes a number of accountmg -

' R mechanisms that reduce the volatility of reported pension -
" costs. Differences between actuarial assumptxons and actual |
plan results are deferred and are amortized into cost only
when the - accumulated differences .exceed 10% of the
~ greater of the prOJected benefit obligation or the market- -
" related value of pla.n assets. If necessa.ry the excess is

amortized over the avera.ge remainmg servxce perxod of .
) benefit . costs for Entergy in 2003 .were $165 'million,

_acnve employees.

" accordance with SFAS 87.

in-2002 ma.y have an adverse unpact on pension’ cost in
future years dependmg on whether the actuarial losses
at each measurement date exceed the 10% corridor in

31, 2003 Entergy reduced its additional minimum Liability
to $180.2 million ($149.4 million net of related pensxon

'assets) from $208.1 million ($175 million net of related -
"pensmn assets) at December 31, 2002. This reduced the o

charge to other oomprehenswe income to $9.3 million at .
December 31, 2003 from $11 mﬂhon at December 31,2002,

" after reductxons for the unrecogmzed prior semce cost, —

amounts recoverable in rates, and taxes. Net mcome for,

. 2003 and 2002 were not affected. -

"Total postrehrement health care and hfe insurance -

_Additionally, - Entergy smoothes the impact of asset : ' including a’'$64 million’ cha.rge related to the voluntary

‘ ‘performa.noe on pensmn expense over a twenty-qua.rter,
" phase-in penod through a ‘ma.rkeb-related" value of assets
‘ :calculatlon ‘Since | the market-related value of assets B
recognizes investment .gains or losses “over a twenty-_ '
. quarter period, the future value of assets will be impacted y
- as previously deferred gains or Iosses are recognized. ‘Asa -
: result, the losses that the pension plan assets’ expenenoed :

: -severance program In December 2003 the -Medicare . ’
" Prescription Drug, Improvement and Modernization Act of -

2003 became law. The Act introduces a prescription drug "; S
-’ benefit under Medlcare (Pa.rt D) as well as a federal subsidy
' ‘to employers who provide a renree prescnptxon drug

benefit that is at least actuarxally equivalent to Medicare '

.Part D. Currently, specific a.uthontatlve gulda.noe on the -

accountmg for the federal subsidy is pendmg Entergy"

,expects 2004 post-reurement health care and hfe msurance
- beneﬁt costs to appro)nmate $102 nnlhon
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° ENTERGY CORPORATION AND SUBSIDIARIES 2003

MANAGEMENT'S FINANCIAL DISCUSSION AND ANALYSIS concluded

O'rmm Conrmoeucms . 2

Entergy, as a oompany with multx-state domestxc utxlxty
operatlons and which also had investments in intematlonal
prOJects is sub_]ect to a number of federal, state, and inter-

natxona.l laws and - regulations and other factors and

conditions in the areas in which it operates which

.potentially subJect it to envxronmental litigation, and
other risks. Entergy penodlca.lly evaluates its exposure for

" such risks and records a reserve for those matters which
are conmdered proba.ble and estimable in aooordance with -
' 1generally aooepted accountmg pnnmplw .

Envlronmenta]

S Entergy must oomp]y w1th envxronmental laws and reg'ula
.. _tions applicable to the handling and disposal of hazardous
‘waste. Under these various laws and regulations, Entergy

" could incur substantial costs to restore properties consistent
with the various sta.ndards Entergy conducts studies to
- determine the éxtent of any reqmred remediation and has

" -recorded r%erves based upon its evaluatlon of the likelihood -

_of loss and expected dollar amount for each issue. Additional

Sales Warranty and Tax Reserves

g Entergy's operations, including acquisitions a.nd dlvestltum, .

) reqmre "Entergy to evaluate risks such as the potentlal tax

effects of a transactlon, or warranties made in connectlon o
with such a transaction. Entergy’ believes that it has -

adequately ‘assessed and provided for these types of risks,
where apphcable Any reserves recorded for these types of

issues, however, could be sxgmﬁcantly ‘affected by events

'such as claims made by third pa.rtles under warranties,

faddltlonal transactions contemplated by Entergy, or

sites could be identified -which require environmental .

- remediation for which Entergy could be liable. The amounts

of environmental reserves recorded can be significantly

~ affected by the followmg external events or conditions: '
~ » Changes to existing state or federal regulationby .

'governmental authorities having junsdxctlon over

o air quahty, water qua.hty, control of toxic substa.nces' :

" and hazardous and sohd wastes, and other’
environmental matters.

» The 1dent1ﬁcatxon of additional sltes or the flhng of
other oompla.mts in whlch Entergy may be asserted
tobe'a potenna.lly mponsxble party. '

' » The resolution or prog'ressxon of existing rnatters

: through the oourt system or resolutlon by the EPA. |

’ Lit!gation E ’ )
" Entergy has been named as defendant in a- number of |
. ‘lawsuits mvolvmg emp]oyment ratepayer, a.nd imunee o .
~ and damages issues, among other matters Entergy period- -

ica.lly reviews the cases in which it has been named as

" defendant and assesses the likelihood of loss in each case as
probable, rea.sonably estimable, or remote and ‘records '
"reserves for cases wh;ch have a probable likelihood of loss

and can be estimated. Notes 2 and 9 to the consolidated

financial statements include more detail on ratepayer and
‘other lawsmts ‘and management assessment of the

adequacy of reserves recorded for these matters. Given

. the environment in whlch Entergy operates and the unpre-

(dictable nature of many of the cases in which Entergy is

- named as a defendant, however, the ulti.mate outcome of
- the htngatlon Entergy is exposed to has the potentlal to

: matenally a.ffect the results of operatlons of Entergy, or its

' operatmg oompany subsuilarles :

,

completxon of reviews of the tax treatment of certain
transactions or issues by ta.xmg authorities. Entergy does
not’ expect a material adverse effect from these matters.
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ENTERGY CORPORATION AND SUBSIDIARIES 2003

* REPORT OF MANAGEMENT

Management of Entergy Corporation and ‘its subsidiaries

has prepared and is responsible for the financial state'.ments'
- and related financial information included herein. The .
financial statements are based on accounting principlés
generally' acbepted in the United .States of America.
Financial information included elsewhere in this report is’

consistent with the financial statements. -
- To meet ‘their responsﬂnhnes with respect to fmancnal

mformatlon ma.nagement maintains a.nd enforces a system :
~of internal- accountmg ‘controls desxgned to provide

reasonable assurance, on a oost-effectlve basis, as to the
integrity, ob3ect1v1ty, and rehabmty of the financial records,

and as to the protectxon of assets. This system mcludw.,

communication through wntten pohcxes and procedures,

an employee Code of Entegrity, and an orgamzatlonal struc- -
ture that provxdes for appropriate division of responsnblhtyv ‘
" and the training of personnel 'I'hxs system is also tested by -
a comprehenswe internal aud1t program. .
The Audit Committee of the Board of Dxrectors oomposed )
" solely of mdependent Dxrectors meets with the independent S
- auditors, internal auditors, management and mternal ‘

accountants periodically to. discuss internal accounting

such tests‘ and other procedures as they deem necessary

to reach and express an opinion on the fairness of =
. the financial statements 'I'hey also provide the Audit . -
) AComxmttee their judg'ments about the quahty of accountmg

policies and disclosures.

Management believes that these pohc1es and procedures B
"+, provide reasonable assuranoe that its operatxons are carrxed_'
" out w1th a Iugh standard of busmess conduct

%Wg\w f/%/%

J. WAYNE LEONARD - LEOP. DENAULT
Chief Executive Officer . . Executive Vice President

* and Chief Fmancxal Officer o

INDEPENDENT AUDITORS' REPORT

a To the Board of Dimetors'end Shareholders of Entergy Corporation'
‘We have audxted the acoompanymg consohdated balance

sheets of Entergy Corporation and subsidiaries as of December |
31, 2003 and 2002, and the re]ated consohdated statements of .

*. income; of retained ea.rmng's, comprehensxve income, and paid- -
) in capital; andofwshﬂowsforeachofmetlueeyeaxsmthe :
'penod ended December 31, 2003. Theee financial statements ..
" are the responsibility of the Corporatxons management. Our -
- . responsibility is to express an opinion on these financial .
* . . statements based on our audits. We did not audit the financial
" statements of Entergy—Koch 1P for the year ‘ended December
31, 2003, the Corporation’s investment in which is accounted -
for by the use of the eqmty method. The Corporatlons eqmty .
in earmngs of unoonsohdated equity affiliates for the year

ended December 31 2003 includes $180,110,000 for Entergy

" Koch, LP whlch earnings were audited by other- auditors -
: whwemporthasbeenﬁumshed to us, and our opinion, -
msofar as it relates to the amount audited by other auditors

included for such oompany is based solely on the report of ,
such other aud.xtors ' ] '
- We conducted our auchts in aooordance w1th audltlng

, " standards generally accepted i the Umted States of America.”
oontrols and auditing and financial reporting matters. The .- - ge n

Audit Commlttee appomts the independent auditors .
annually and reviews with the independent auchtors the -
scope and results of the audit effort. The Audit Comrmttee .
also meets perlodlcally with the mdependent auditors and
‘the chief internal auditor w1thout management prowdxng' :
" . free access to the Committee.
Independent public awounta.nts regularly evaluate the .
system of internal accounting controls and perform '

. Those standards Trequire that we plan ‘and perform the audit s

- to obtain reasonable assurance about whether the financial
/statements are free of matenal mlsstatement CAn audit .

. includes exanumng. ‘on a test basis, ev1denoe supporting the o 4
- amounts and dJsclosures in the financial statements. An audit -

“ - also includes amng the acoountmg pnncxplw used and
"'slgmﬁcant estunates ‘made .by management as well as

evaluatmg the overall ﬁnancxal statement preeentatlon We

. believe that our audits and the report of other auditors provxde ‘
" a reasonable basis for our opmxon ) .

In our opuuon, based on our audlts and the xeport of other

. audltors such consolidated financial statements present fairly,

in all material respects, the financial position of Entergy

'Corporahon and subsidiariés as of December 31, 2003 and

2002, and the results of their operatxons and their cash flows

’foreachofthemreeymmthepenodendedDeoemberal -
- 2003 in conformity with accounting pnncxples generally '

aocepted in the United States of America.
AsdlscussedinNotee 1 andgtotheconsohdated fmanmal-
statements Entergy Corporatxon adopted the pmvxsxons of

Statement of Fmanmal Accounting Standards (SFAS) No. -

143, “Acoountmg for Asset Retirement Obligations,” a.nd
Financial Accountmg Standards Board Interpretatlon No. 48,

. "Consohdatxon of Variable Interest Entities,” in 2003, SFAS
" No. 142, ‘Goodwxll and Other Intangible Assets,” in 2002, .
) ‘and SFAS No. 133, “Accountxng for Denvatwe Instruments
- and Hedgmg Actwmes. in 2001. :

TRl v Tk z.;,o '

' DELOTTTE & TOUCHE LLP e
. New Orleans, Louisiana’ "~
" March 9, 2004 - ’
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;. OTHER INCOME:. . " 7.7 %
A Allowance for equlty funds used during constructlon
< Interest and dlwdend inoome ‘

- 'Ea.rmngs per average oommon share f

' SeeNotes lo ConsohdaledFmancwl Slatemem Do el

Deoomxmssmmng

_ Earnings per average common share before = . .
. cumulatlve effect of accountmg changes = e

Fuel fuel-related expenses and gas purchased for resa.le »

Purchased power
. Nuclear refueling outage expenm R
'Provwxon for turbine commitments asset unpau'ments
“and mtructurmg Charges - e e
Other’ operatxon and mamtenance Yo :

. Taxes other than mcorne taxes R
Deprecxatmn and amortizatlon e

.7 2,154,506, -
i 832,334
;1105;592 P

o Tazsase
"'j2488 112
" reain -
30,482
839,181 . "

. (141,8386)

- '- 3,681, 677“‘;“’: DR

B ENTERGY Conron.«rrou AND Sunslnn\nxzs 2003 , "‘
I.nthousands exoeptsharedata fortheyearsendedDeoemberSI 2002 T 2.'0.01""""‘,

" OPERATING nnvzmms : ) e
‘Domestic electric - 36, 646 ata 7 87, 244, a7
Natura.l gas . - ERENS ©.125,353"7 .. 185 go2 ' )

" Competitive buslnesses ©1,533,268 " 2,190,170 - .- i ¥
“Total - ‘8,305,035 - 9,620,809 ;0 1
OPERA'I‘ING EXPENSES: . -~ PSR ' S o
Operatmg and maintenance 0

11,021,4327 1
89,145

399,849
721,083 i
" (20,510) - ..

' Other regulatory credits = net T T
L e P 7,710,365

-Total .

7,163,314 - - .-

.8,072,954 . -

BN OPERATING INCOME

1547945.;}' ey

Eqmty in earmngs of unconsohdat.ed equity affillates
stoella.neous net

-~ beiasassst L

1,141,721, 7

31,858 "
118,325 .. : ,
183,878 ..
f18,892 -

. 159,805 "

162,882 .. ¢ " . |
457 -

'Ibta.l o ] .' . .-»’,':_‘ v" E vi"» Lo

L '347,‘753 L

1340.353 -

INTEREST AND OTHER CHARGES
Interest on long-term debt A
. Other interest - net | ... T . Sl
Allowance for borrowed funds used dunng constructxon

© (33191)

-+ 70, 560
L - (24, 538)

'526 442

563 758
' 172,241
(21 419)

INCOME BEFORE INCOME TAXES AND o -
CUMULATIVE EFFECT OF ACCOUNTING CHANGES
Income ta.xes ’ - . - :

{.". 506,326

.303 467 5

- 572,464 1 - ':

- 917,010 -

714,580 .

1182718

INCOME BEFORE CUMULATIVE EFFEC'I‘
OF ACCOUNTING CHANGES L

R 490 074

203,038 |

Ty .

. 455,893 .

CUMULATIVE EFFEC'I‘ OF ACCOUNTING
CHANGES (NE'I‘ or mcouz TAXES oF $89 925 m 2003

L e23,0720 . - qaq,025 il

23482 "

"“aND $10,064 v 2001) | T L e et L

CONSOLIDATED ‘NET INCOME -
Preferred dmdend reqmrements and other

‘ 623 or2"..
' 23, 7127‘;’._..- :

750,507 <
‘24,311 -

EARNINGS APPLICABLE TO COMMON S'I‘OCK

Basxc O ARRPE

Basxc

T Dividends declared per common sha.re
‘ e "Avera.ge number of oommon shares outstandmg

BaSIC -‘f' ’.‘l"' ‘ .' T '»:.':" N ~:‘ .
U Diluted t- 7 L i E Tt

: 226,804370 i

5 ‘.‘r231 146040‘.\ o

o '$ 599360

123,047,431 ;’;;1,;{;‘
227,303,108 .

fs ‘728, 196'1 '

220 944 270 -

.

224 733 662 .l
. -, El
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.- ENTERGY CORPORATION AND SUBSIDIARIES 2003 . ' o
" CONSOLIDATED STATEMENTS OF RETAINED EARNINGS, COMPREHENSIVE INCOME, AND PAID-IN CAPITAL" -,

2'062"‘,; co

Inthousands fortheyemendedDecemberal 2001

| 'RETAINED EARNINGS = ...

'Reta.med Earmngs Begmmng of penod

'Add: Ea.rmngs applica.ble to common stock
Deduct e Sl

D1v1dends dec]ared on common stock RS,

- ‘Capital stock and other expenses oL . ;

~ . Total. - ‘ -4 363,128 .-

AN $3 190639 S
;- 599 360, 3599 360 { 726,196 $726 196

T's3,038,603_ ", - $3,636448
.7 '926,043 $926,943 -

‘~'299.oe1‘-'-;._j"l', 4"?‘,.;278,3'42 -
Grtgg e Dt s
209,115 .. . 7 278887 .- .. iU

"+ Retained Ea.mmgs End ofpenod ot . -t$4;502.508 o " $3.038.683 - . . . -$3.638448 -

) . ACCUMULATED OTHER EERAE ST R it B A ST
COMPREHENSIVE INCOME (LOSS) (NET or 'rAxxs) ):{ ; : il
Balance at begmmng of penod !
“Accumulated derivative instrument '_ o . U k
Lo 3 (17973)_';‘"_? R :

v"'_"f ‘, ,".-- “fair value changes Lo L
' Other accumulated comprehenswe (loss) items
Cumulatxve effect toJa.nuary 1, 2001 A;g'. .
" of awounting change regardmg
. fair value of denvatwe instruments
Net derivative mstrument fair value:
. changes ansmg durmg the penod e
Forelg'n currency translatlon adjustments ‘
Muumum penslon hahmty adJustment
o ’ Net unree.hzed investment ga.ms (losses) S
i "', ':,: Balance at end of period: " - " oo -‘r."‘.‘: T
Accumulated denvatave ’ : : T R L e -
. instrument fair value cha.nges L 17, 313 L TeTdy
' Othex‘accumu]atedcompmhenmvemcome(loss)items e i g (89 673). - .. = 700 (70,821) -
" .Total - N T (7,795) e lE '_ $ (22,360) .- .- "8 (88, 794) O
' ‘Comprehensive Income S R t‘-/ $941 508 - " $584,359 1 $730456 L
* PAIDIN CAPITAL - ' ' ' LT S
_Paid-in Capxtal Begmmng of penod
' -"Add: L SN
-Common stock issuances relatedtostock pla.ns q, /100,862 , copeer
‘Paid-in Capital ~-End of period - - - - - 2 : - $$4,7687,6156 .7\ . LD $4,662,704 BN
.. See Notes to Consolid ‘Fb incial State v ‘ L PR R ‘ N o ', ( . ‘. S

rogen -t it soss)
. (88794) . .~ ...+ (75,033) -’ ’

~(22,360) .. -

8021y o

35286 S 35286 10 4 o S
65,048 (15487) .0 .- 4615 . 4815,
. (0489 @oa89) L T e T
(24 311) (24 311)‘ S 408) - Uiqe03)

D

‘jsdcnrsa . $4,662,704 " 2 $4'.eeo'.4'se'-_ S

ol

t ~

o= S
L

e

.

i
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ENTERGY CORPORATION AND SUBBIDIARIES 2003

CONSOLIDATED BALANCE SHEETS

B

In thousands, asofDeoemberal i 2008’ 2002
'ASSETS , ' -
CURRENT ASSETS: .. l
Cashandcasheqmvalents S S .
Cash: . o © 8 115112 '$ 169,788 .
’I’emporary cash mvestments—at cost whxch approxxmates max‘ket R 5‘76,_81_'3‘t ] 1,165,260 -
" Special deposits ‘ : = ‘ Lo 3080 . 280
__Total cash and cash equivalents 1. 692,233 : - 1,335,328
Other temporary investments - % 50,000 " L=
‘Notes receivable ° S 1,730"3 : 2,078
Accounts receivable: k ' o ; .
Customer B 398 091 323,215 -
+ Allowance for doubtful accounts P (@5, 976) : o (27.285) "
Other 246,824 “Rade21.c |,
. Accrued unbilled revenues - 384,860 |- 319,183 .
__-Total receivables i’- 1,003,799 859,684 -
Deferred fuel costs . . 245973 ' 55,653 .
. Fuel mventory-—at average cost s © 110,482 | 96,467 -
Materials and supplies—at average cost '} . 548,921 ! -525,800
Deferred nuclear refuelmg outage costs : E - ;38,836 ! o 163,646
' Prepayments and other ¥ 127,270 | . 166,827
Total I 2,919,244 | 3,205,583 -
'OTHER PROPERTY AND INVESTMENTS! P el R
Investment in affiliates—at equity 1,053,328 824,209
Decommissioning trust funds * ‘. 2,278,533 - 2,069,198 -
Non-utmty property—at cost (less accumulated deprecmtxon) s 262 384 o - 297,294
Other . 152,681 277,538 -
" Total B 3,746,926 ; 3,468,240 ..
PROPERTY, PLANT AND EQUIPMENT' U S
Electric - 1, 2 28,035, 899 . ' 26,789,538
* Property under capltal lease 751 815 . 746,624
. Natural gas : . 236,622 - 200,089
’ Construction work in progress 1,380,982 1,232,801 -
. Nuclear fuel under capxta.l lease ) ‘(."_ 278,683 259,433
Nuclear fuel ] i - 234421 263,609
Total property, plant and equipment ) 1 a0 918,422 29,502,064
" Less—accumulated depreciation and amortlzation .} 12,619,625 - 11,837,061
Property, plant and equlpment—net 1 18,298,797. 17,665,003 .
Dm‘mumn Dx-:Bu's AND Onu:n Asst:’rs. ' ' ' o
Regulatory assets: ' ' o i oo
SFAS 109 regulatory asset—net ‘ I- 830 539’ L :844,105
‘Other regulatory assets 1,425, 145 _} 978,185
Long-term receivables 20 886 24,703 .
- Goodwill o 877,172 877172
. Other . pas.s01 - 946,375 |
. Total . { 3589243 3,165,540
TOTAL ASSETS

See Notes to Consolidated Financial Statements.

-t $28,554,210 - -

$27,604,.3668 -
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. See Notes to Consohdaled Financial Statements .

. 'ENTERGY CORFORATION
' CONSOLIDATED BALANCE SHEETS -

In thousands, as of December 31,

AND SUBBIDIARIES 20083

LIABILITIES AND SHAREHOLDERS’ EQUITY

“ CURRENT LIABILITIES' ’

- 20082

Currently maturing long-term debt ¥ 2 ‘524 372 $ 1,191,320 :
.Notes payable ' o : . 351 Q . - 351
" Accounts payable C798,572.° 855,446
" Customer deposits = 199,620 : - 108,442 ¥
- Taxes accrued : ‘ L 2'24 926"’ .. 385,315 ;
" Accumulated deferred income taxes - 22,063 | " 26,468 :
_ Nuclear refuehng outage costs ' " (8,238 14,244
Interest accrued . - 139,608 ° '175,440 :
" - Obligations under capxtal leases £ - 159,978 153,822
- Other : i 205,800 171,341 'E
' Total o 2,282,223 . 3,172,189 K
'Now- CURRENT LIABILITIES‘ . ~ e ~"i R
Accumulated deferred income taxes and taxes accrued 3 ,4 779, 513 ‘ 4,250,800 - ‘;
_ Accumulated deferred investment tax credlts ' ] f 420, 248 447 925 x
- Obligations under capital leases ‘.7 153,808 155,943 !
Other regulatory liabilities : " 201,239 | .r185,579 ¢
o Decom:mssxoning and retlrement cost habxlxtxes P 2,242, 312 2,115,744 o
Transition to _cpmpetitxon - .79, 098 : f 79,098 .
"Regulatory reserves . L. em, 528 P .+ . 56,438
Accumulated provisions : ',lsoe 960 - - 389,868
rLong-term debt - ‘ ;i-' -, '32'2 b4o 3 . .° 7,308,649
- Preferred stock with smkmg fund .- 20852" ) R C
Other : 4. 1347404 1,145,232 7
Total - i 17,233,992 " 16,135,276
Preferred stock with smkmg fund ° L S z 24,327
" Preferred stock thhout sinking fund " 334,337 334,337
'Smmmxox.m:ns Eam'n'. } ' - ) B :
Common stock, $.01 par value, authonzed 500 000 000 . : o E
_shares; issued 248,174,087 shares in 2003 and in 2ooz L o e, 432 2,482 .
- Paid-in capital ' . 4,767,615 | 14,666,753 - '
'Retained earnings 4,502,508 3,038,603
. Accumulated other comprehensive loss , AN A 795)_ " (22,360) - :
. - Less—treasury stock, at cost (19,276,445 sharesm2003 and b ‘l S R )
25,752,410 shares in 2002) - £ se1,152 . 747,331 )
" Total - , t 8,703,658 . . 7,838,237
Commitments and Contingencies L '
TOTAL LIABIL!TIES AND SHAREHOLDERS' EQUITY ‘$-28V,554,210".Z . B $27.504;366 S



/.- CONSOLIDATED STATEMENTS OF CASH FLOWS :

N . B - RS . L
PR

" In thousands for the years ended Deoember 31

;" . ‘OPERATING Ac'rxvx'rms
o s Consohdated het income ~

: ~_’Noncash 1tems mcluded in net income
B Reserve for regulatory a(hustments
Other reg'ulatory credlts net ;
o Deprecxatlon amortxzatxon a.nd deoomnnssxomng
o Deferred moome taxes and mvestment ta.x cred.\ts

PR

Cumulative effect of accountmg changes L
- Equlty in undxstrlbuted earnings of e
unconsohdated ‘equity afﬁhates o o
Provxsmn for turbme comxmtments, ‘ .

‘ asset impauments and restructurmg charges an

Changes in workmg capxtal
‘' Receivables =

. Fuel mventory o
_ - “Accounts payable -

. ‘Taxes accrued | .

o Interest accrue(l
. Deferréd fuel °
* . Other workmg capltal accounts

N

Se AR INA T v vl (T

- _: Provision for estimated losses and reserves
= Changes in other regulatory assets
Other -

} 'Allowa.nce for eqmty funds used durmg construct1on . L

v

110 395

;22,671 3

4284568 T

- (43,957)
ST a1,0807 L
" ‘288230 ' -
- 462 056
c 7209';;-;:'.' '
;-156 181.,5' L
".(286,282) 0
: g10533;“. o
71,820
© j42.684 .

“i2001 ;"

18,848 7
'(1'41'636) PR
915,597 T
(256 864) " : -
L@t 658)'f

(181,878) . - L soiss)

's'-_ "7"50.5"0'7_’( IR

(359 199)
» (20,510)
749 619 -
.87, 752 -
(26 209)
(23 482)

[ t

302 230

L (. 419)
(415 160)

- 486,676 .

L amesr o
488007
" (39,978), -‘.-'f e
'119693' L

. .-118,215 -
e 226 918

' .Net cash flow prowded by operating actwltxes

. 2,215.548, .

‘»INVESTING ACTIVITIES PR
Constructxonlcapxtal expendltures EERTRD
'Allowance for eqmty funds used durmg constructlon

s Nuclear fuel purchases - -+ Sl

) ’Proceeds from sale/leaseback of nuclear fuel o
Proceeds from sale of assets and busmesses S

" Investment in non-utxlxty properties -

- Decrease (mcrease) in other investments B .

B Changes in other temporary mvestments

= }"Decomxmsslomng trust oontrlbutxons -

- - and realized change in trust assets oL
ceele Other regulatory investments -

“Other "~

I
i
1

i 2,181.703 e

(1 530 301) "-\ 1

" ''31,858
(250 309)"‘! o
183,864 . 7. .
215,088 .-
(216 956) .

. 88964 . .
£ 150,000 - i,'

D eaginy. C
1 (39,390) -
114,033

(1 380 417)

o (130 670)

' ‘~’,7:(647 015) .

26209

o 71,984 -
'784282

© (831,975) L
(15(’),000) .
(95 571)
(3480)
(68,067) -

.. - . % :_Net cash flow used in mvestmg actxwtles vl
St ,See Nolea to Cousolxdated anancwl Statement: L .

(1 783 130)(' S

. (1,388,463) '~

AR -

| (2,224,720)




) FINANCING ACTIVITIES-
Proceeds from the issua.nce of
Long-term debt . 3
Common stock and treasury stock
Ret1rement of lcng-term debt -
Repurchase of common stock
A.-.Redemptxon of preferred stock
: Changes in short-term borrowmgs net
Dlwdendspaid L el
Common stock . S
“Preferred stock - . oo-

2"244 333

L T .Y _ENTEROY. CORPORATION AND SUBSIDIARIES 2003 ~ ..
: . ‘In thousands for the years ended December 31

130,081 ¢ 7
R ,.'(1',34'1,274)" :
(1 18 499)

a 858)

: : '_=(298 991) E
©(23,624)1 . o i

(23,712)

- (e82,112)

. (37 oo4)‘f

N ‘(269,122)"", R

1 (36,895) -
(39,574) .

(24,044)

© Net cash flow used in ﬁna.ncmg activities * *-

o (212,610) 7

(622,004 i -

Effect of exchange rates on cash and cash eqmvalents

i -(869,130) " .
©iei 8,345

78,125 -

3825 -

[ ~ Neti increase (decrea.se) in cash and cash eqmvalents
/ Cash and cash eqmva.lents at begmmng of penod

:583,755
751,573

- (630,851) |-

.1,882424 1

Cash and cash equwalents at end of per1od

335,328 -

SUPPLEMENTAL DISCLOSURE OF

CASH FLOW INFORMATION' B}

Cash paid (reoexved) durmg the perxod for ) .
“Interest - net of amount capltalized 7 ; SO

Noncash mvestmg and fmancmg actlvxties ot

_"Debt a.ssumed by the Da.mhea,d Creek purchaser
Decomxmssxomng trust funds acqmred 3

i nuclea.r power, plant acquxsmons
’; ‘1 Long-term debt refunded with proceeds from
long-term debt 1ssued m pnor penod = -
Proceeds from long-term debt issued for the purpose
* of refunding prior long-term debt .

“‘Income taxes . v .. o o L s

s,

"%
$

633931
57 856 L

84000,

. g 751,673

'$°(113466) :

;
'$- 708,748

See N tes to Consol;daled Fmam:xal Stalements
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-Rsvsncas AND FUEL Cosrs

- mcludmg bxlhngs through the last bﬂlmg cycleina month ,
actual generatlon in the month, hlstorlcal lineé loss factors, e
" and prices in effect in -the domestlc utlhty ‘companies’

- ENTERGY CORPORATION AND SUBSIDIARIES 2003 °

: NOTE 1. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES

‘The accompanymg ccnsohdated ﬁnanmal statements ’

include the accounts of Entergy Ccrporatlon and its d1rect

and indirect subs1d1ar1es As required by generally accepted L
. accountmg pnncxples, all significant mtercompany trans-

actions have been ehmmated in the’ consohdated financial -

.statements The ‘domestic utmty ccmpames (Entergy .
"+ Arkansas, Entergy Gulf States, Entergy Louisiana, Entergy
i 'Mlssmsxppl, and Entergy New . Orleans, collectively) and

System Energy “maintain accounts in accordance w1thj

- - 'Federal Energy Regulatory Commission (FERC) and other
" regulatory gmdehnes Certaln previously reported a.mcunts )
have been reclassified to conform to current classxﬁwtxcns, R

wnh no effect on net income or. sha.reholders eqmty

Usr: OF Esrrmarss IN 'rm: Pnaranarxon or

"FINANCIAL STATEMENTS

The preparation of Entergy Corporatlons consohdated ;7

 financial statements in conformity with generally a.ccepted .
" accounting - prmcxples, . requxres management to make

estimates and assumptions that affect the reported amounts '
of assets and liabilities and dxsclosure ‘of contmgent 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 d.lfferent from the

Aestunates used

The domestic utﬂlty compames generate transrmt ‘and’
distribute electric power prxmarlly to retail customers in

Arkansas, Louisiana, includmg the City ‘of New Orlea.ns, '
. -Mississippi, and Texas. Entergy Gulf States distributes gas -
.~ toretail customers in and around Baton Rouge, Louisiana
" and Entergy New Orleans d.lstnbutm gas 'to retail _customers
~in the City of New Orleans. Entergy’s Non-Utlhty Nuclear
and Energy Commodlty Semces segments derive almost all .

of their revenue from sa.les of electnc _power generated by

pla.nts owned by them.

Entergy recogmzes revenue from electnc power and gas '

“sales when it dehvers power or gas to its customers. To the - .
extent that deliveries have occurred but a bill has not been o
- issued, the ‘domestic utlhty compa.mes accrue an estunate of-

the revenues for energy delivered since the latest bllhngs :
Entergy ca.lculates the estlmate based upon several factors

various junsdlcticns ‘Each month the estunated unbﬂled'

‘revenue a.mounts are recorded as revenue and a recexvable, X

and the prior month’s estunate is" reversed.- Therefore,’

echanges in price and volume dlfferences resultmg from' s

| NOTES TO consomna'rsn FINANCIAL STATEMENTS = = .~

factors such as “weather a.ffect the calculatlon of unbxlled B
: revenues from one penod to the next, and may result in
: vamabmty in reported revenues frcm one per1od to the next

as prior estunates are so recorded and reversed.

“The domestic utility companies’ rate schedules include " 7, :
" : either fuel ad]ustment clauses or fixed fuel factors, both of - :
which allow either current recovery in bﬂhngs to customers .
_or deferral of fuel costs unt11 the costs are billed to customers A
Because -the fuel ad,]ustment ‘clause mechanism allows
-'monthly adJustments to recover fuel costs, Entergy :
. -Louisiana, Entergy New Orleans and the Loulsxana portion’ '
of Entergy Gulf States include a component of fuel cost
;recovery in’ their unbllled revenue calculatxons ‘Where the
- fuel component of revenues s billed based on & pre-deterrmned .
" “fuel cost (ﬁxed fuel factor), the fuel factor remains in effect
.- until changed aspartofa general rate case, fuel xeooncmatxon, oL
" or fixed fuel factor filing. Entergy stsxsmppm fuel factor - A

includes an energy cost rider that is adjusted quarterly'

"Entergy Mississippi has deferred untxl 2004 the collection -
of fuel under-recoveries for the first and second quarters of
" 2003 that would have been collécted in the third and fourth'

quarters of 2003, respectively. The deferred amount plus

:carrymg charges will be collected over twelve. mcnths
© . beginning January 2004. In the case of Entergy Arkansas = - -

‘and the Texas portion of Entergy Gulf States, their fuel ., .’
v under-recovenes are treated as regulatory mvestments m .

the cash flow statements because those companies are S
‘allowed by their regulatory Jjurisdictions ‘to recover the " =~ i

fuel cost regulatory asset’ over longer than a twelve-month o
‘ _period, and the compames earn a ca.rrymg charge on ‘the -

. under-recovered balances. \ -

System Energy’s cperatmg revenues are mtended to recover T

from Entergy Arka.nsas, Entergy Louisiana, Entergyj' o
“Mississippi, and Entergy, New Orleans operating expenses
.and capital costs attributable to Grand Gulf 1. The capital
" costs are computed by allowing a return on System Energy’s ]
. common equ1ty funds allocable to its net mvestment inGrand .. .
.Gulf 1, plus System Energys effective mterest cost for 1ts s
‘ debt a.llocr_able tc its mvestment in Grand Gulf 1. '

'Pnorsn'rr, PLANT. AND EQUIPMENT o
"Property, plant, and eqmpment is stated at cngmal cost.” ~
" For the domestic utility companies and System Energy, the o

- original cost of plant retired or removed, plus the applicable -
- removal costs, less salvage, is charged to- accumulated E
] deprecxatxon Ncrmal mamtenance, repau-s and minor '
. replacement costs ‘are “charged " to cperatmg expenses.
'Substa.ntxally all of the domestic utility companies’ and 2
" System Energy’s plant is subject to mortgage liens. B
" Electric plant includes the portions of Grand Gulf 1 and
' Waterford 3 that have been sold and leased back. For financial
:x'eportlng purposes, these sale and leaseback arra.ngements :
are reflected as ﬁmmcmg transactlons ]



.ENTERGY CORPORATION AND SUBSIDIARIES 2003

Net property, pla.nt and eqmpment by busmess segment a.nd functional category, as of December 31 2003 and 2002 1s

’ shown below (m mxlhons)
. Non- Energyl’arent S L T Non- .. Energy Parent
: - . 0. - US TUtlity Commodity . and| - - . - - o vs Ty Commodity  and - ..
2003 . Entergy . Utility Nuclear Services Other . ‘2002 . - - Entergy Utility Nuclear Services - Other ' -
) Production - R Production ST -
" Nuclear ' .. $ 705686112 § 944 - $ - § - - Nuclear ... .$ 74728 6314 $1,158 . $- - § .,
Other ~ .~ 1816 189 - = . ‘a7 ' S, Other - .- 1618 1882 - = 234 -
Transmission | . 2,067 2067 - ‘= - Transmission .. 1,851 1851 . - - Sl o0
Distribution .~ . 4831 42381 = - - © - Distribution - . - 4037 4037 - = .=t 2ol
: Other . - 1070 1080 - - 10 Other .. - . -ess ese . i it gl

-Constrnction work L . R o Construetton work_' L R T
‘ in progress © T 1881 - es4 | ses | - 20 Hinprogr@ 1233, - 7e7 " 216 | 182 .28
o (leased and owned) = 513 . 208 215 - - = . =~ (leaseda.ndowned) 23 zea;  2me- | -7 UL
Assetretirement‘, S Co o - S - e

Property.plant . R [ T Property, plant, S R e e I
)  and equlpment -net ‘$18, 209 $16, 245 '$1,557 .. $458° . $390 ° - .and equipment net '$17,885 $15, 594 "1, 813- T $4268 0 $32 L
.'(1) Thuunﬂecled ln electric property, plant and equipment and accumul ‘dep. iation and amortizati on lhe balam theet S - N

. Depreclatlon is oomputed on the strmght-hne basis at rates based on the estlmated service hves of the various classw of
' property Depreclatlon rates on average depremable property approxlmated 2.8% m 2003 and 2. 9% in 2002 and 2001. Included

~ in these rates are the deprecxatlon rates on average depreciable utxhty property of 2.8% m 2003, 2002, and 2001 and the
' deprecmtxon rates on average depxeclable non-utlhty property of 3 3% in 2003 4 0% in 2002 and 4 8% in 2001 '

. JOINTLY-OWNED Gx-:m:nn'rmo Sm’nons L '- : - P D e
Certain Entergy subsidiaries jointly own electric generatmg fa.cxhtxes thh thlrd partxes The mvestments and expenses
associated with these generating stations are recorded by the Entergy sub51d1ar1es to the extent of their respectwe undivided
ownershxp interests. As of December 31, 2003, the subsxdxanes investment and aecumulated deprecxatlon in each of these
generatmg statlons were as follows ($ in mﬂhons) : Sk :

‘Megawatt . 1. T Aocumuhted

g " Qenerating Stations Lo e Fuei-'l‘ype _Capability® . Ownership " Investment .. Depreciatlon
Grand Gulf Unit1 - . .~ - - Nucear . .~ 1,207 - ' .8000%% - -,  $3672 ° . $1,673 .
i Independence Units  and2 .~ . . . . Coal - < 183 - _-47.80% . = . ..t 4s9 .. ,‘»,’240

: White Bluff Units 1 and2 * .~ . Coal S aess. T s700% . - 423 j" 'lzse’;.—f.-
: . Roy S. Nelson Unit 6 oo el Tt T sso ot omo00% . oa0a T Tesal

: . BigCajunzUnita . . . Coal L oists. - azo0% .00 Tass o L1287

Harrison County - . "~ - - Gas - - -+ 550 7000% - - - - -230° .. . .. oa. o
(1) “Total Megawatt Capability” is the dependable load mrrymg pability as d. ated under actual operatmg conduwns based on lhe pnmal;y fuel ( ing no curtailments) Co
. that each station was designed to utilize. i . " o

e (2) Includes an 11. 5% leasehold mtereal held by System Energy System Energl Grand Gulf 1 Iease obltgauons are dwcussed in Note 10 to the mnsohdaled f nam:tal :tatements. .
: ’

obligation® ~ . 156 185 - 4 oo L. R U
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;'A-Goonwn.x, T T ey -
r{p,j-:'Entergy unplemented SFAS 142 Goodwﬂl a.nd Other,l'._
o 7_~'Intang1ble Assets,” effective January 1, 2002 The adoption’ e

':L._fof SFAS 142 reqmred an 1mt1al 1mpa1rment assessment n refuelmgoutage expensesaremcurred toprepare the u.mtsto
' - 'operate for ‘the next operating cycle. w1thout havmg to be-
taken off line. Except for the River Bend plant the oosts are’
deferred dunng the outage and amortmed over the’ penod to

the next outage In acoordance w1th the regulatory treatment 5

' __3 Beportedeamlngsapphcable . Ce - ‘ SR
- tocomménstock T T oT T 8409 . $269. . $3.20 7 W1th 'SFAS 109, "Accountmg for Income Taxes,”, deferred -
Coe Goodwill amortization *- . - 0 = T e 007 )

" A'Adjusted earnings appllcable o T p ’

AT SO Lla k& B IC
R

X

v Reported earnlngs apphcable L

o 'mvolvmg a comparison of the fair value of goodwﬂl and ;
.. ‘other intangxble assets to the current carrying - value
A"-..f.'Goodwﬂl and other intanglble assets determined to have -
S 'fmdeﬁmte useful lives are not ‘amortized, whereas goodwﬂl
- and ‘other intangxble assets determined to ‘have’ deﬁ.mte i

. ‘-useful lives  are’ amortlzed over thelr useful hves
LT .Goodwﬂl and other intanglble assets are subject to a.nnual a
impairment testmg RS Lo .
.7 ..-.The implementatlon of SFAS 142 resulted in the cessat.lon e
Soneof Enterg'ys amortxzatxon of the remammg plant acqulsmon '
_ad]ustment recorded in conjunction with its acquisition of ~
o Entergy Gulf States The followxng table is a reconcmation L
o of - reported earnmgs applicable to common stock to B
. i,"‘earmngs apphcable to’ common stock ‘without " goodwﬂl -

' " amortization for the years ended December 31 2003, 2002
) '. and 2001 (m thousands except share data)

K

A_avemgecommonshm S S o

-to common stock without

©to common stock © - - S $401 $2..84' »{;

" to common stock without |

. Durmg 2001, Entergy acquired certa.m mtanglble assets
. in .connection with the formation of Entergy—Koch LP
-"an unconsohdated 50/50 lumted partnership between
o subsidiaries of Enterg'y and Koch Industmes Inc Because
the intanglble assets were asmg’ned definite useful hves,
L _which oorrespond to the useful lives of Entergy-Kochs
.. -fixed assets, Entergy is amortmng them on a strmght-hne B
R ';vbasxs over a period of .30 years. Entergy’s consohdated
; - AA',ba.lance sheet at December 31, 2003 mcludes $53 m11110n of .’
. 7"\...:unamort1zed 1ntang1ble assets acqmred in formmg
"Entergy—Koch ‘ x -

Nucu:ut‘ Rsrom.mo OUTAGE Cos'rs 4 IR
:'!Entergy reoords nuclear refuelmg outageoostsmaooordanoe

~of the vaer Bend plant River Bend costs are aocrued in
., -advance and included in the cost of service used to establish '
_ retaﬂ rates Entergy Gulf States reheves the aocrued habmty R
o when it incurs oosts dunng the next Rwer Bend outage o

",Au.ownxcz FOR- thns Ussn ;,| ‘
‘Doamo Cousnwc'non '

AFUDC represents the approx1mate net compos1te interest .
'.‘oost of borrowed funds and a reasonable return’ on the :
eqmty funds used for oonstructxon in the US Utxhty
o segment Although AFUDCi mcreases both the plant ba.lance
.. and earnings, it is ‘Tealized in msh through deprematlon
DA - i o -'.:~'fgprov181onsmcludedmratos v LR e
FortheyearsendedDeoemberal -, 2003 7 2002 "".2001. T . .
' "‘.Reportedearnlngsappllcable o « . .

- . ~:INCOME Taxx-:s
* .tocommon stock .. ’

- Entergy Corporatlon and its subsxdxanes file a U S. oonsoh- f‘,: ot
" dated federal income tax retum Income taxes are allocated
i _j' : to the sub51d1anes in proportxon to thelr contnbutlon to
"_ffconsohdated taxable - income. Secunties ‘and Exchange
~,'.Comm1.ssxon (SEC) regulatxons xequme that no Entergy
U fsubs:dlary pay more taxes than 1t would have pa1d if a’ .
. separate income tax return had been filed. In ‘accordance

, 3*1$926,943 $599380 svze 198
-, Add back: Goodwill amortization . - .= Bl 1eges.
Y Adlustedeamlngsapphcable T S EST
C tocommonstockthhout S I S

| goodwill amortization - 7. '$926,043 ‘'$509,360 $742,461

fﬂBas!cesrnlngsper,-: L e o

‘ when in the opimon of xnanagement 1t is more hkely than
.\not that some portxon of the deferred ta.x assets wﬂl not’ be

rea.hzed Deferred tax asset.s and lisbilities are adjusted for
_ the efrects of changes in tax laws and rates m the penod in -
{ " which the tax or rate was enacted R

':: 3323 :‘ .
U S '<-’Goodwxllamort1zatlon B T PP R Y X o O
L . ’-Adlustedearning‘sapphoable IR : : R
goodwm amortization” . . - s401 -.f‘siz.g;;-.j. 55,353 :';‘upon the. average useful life of the: related property,‘ln :

) ‘ S — "‘,aooordancemthratemalnngtreatment :

with regulatory treatment and the matcl'ung pnnmple 'I'hese g

. income taxes are recorded for all temporary ‘differences ‘
' e R . between the book and tax. basis of assets and habihties, ) ST
- goodwill amortization - .. - ' ‘$a00 . 2.9 - $556. . and foroertamcredxts availablefor carryforward I s
-~ Diluted earnings per. = . - R . R L

: averagecommonshare L ,

* - Deferred tax assets are reduced by a valuation a.llowanoe

Investment tax credxts are deferred and amortmzed based T




:'_:lncanebefomcumu]ative

‘Avemgenumberofcommon",
'Averagediluuveetfectof

‘ Equity awards . -

_-. Avem.genumberofcommm
.- . shares outstanding - diluted’
- Earnings appliceble to

‘Avemgenumberofomnmm o

’ shares outstanding -basic
. A_Avemge dilutive en‘ect of

o Avm‘e.genumbercfcommon

* . share because the exercise prices were greater than the average markzt pnce of
. lhe comman :harn nt the end of each o/' the years pnesented. g .

' '::,S'rocx snsan COMPENSAT!ON PLANS o R
Entergy has two plans that grant stock optlons “which | are .-

Ve iy 4 LA T G VAT Gt T D TR S avad

'_Eannmos PER Smuu: o
»:  The followmg table presents Entergys basxc and diluted
B .earnings per share (EPS) calculation mcludedonthe consol- . .
1dated income statement (m milhons exoept per share data), i

e ,I'lortheyearsendedDecemberal, iaoos,:_ ‘2002 ";-2601 T
. . SIsham -"-~,s/share * . $/share -

eﬂectofacoounﬁng change' . $789.9 $5994 N $7027 "
L e L " 4

38 (0046)
‘04 (ooos)

' 1"1: 41 (ooea)
.02 (0004) :

Btoekopt:ons"‘ ’

. common stock " | <o $0289 .. $5994 ',"372'6_.2’ ‘

7 _4.1‘(0.'0'7‘35
" 02 (0004) -

Stockqatimsw o
Equity awards .

39 (0048)
04 (0005)

shares cutstanding - diluted

- stock at various prices were outstanding at the end of 2003, 2002, and 2001, -
_respectively, that were not included in the computation of diluted earnings per *

c s

-'i-;y‘:'and 2001 net mcome ‘as all options granted under those
' .’ planshavea.nexercxsepnceequaltothema.rketva.lueofthe5,'
A underlymg common stock on the’ date’of grant. Effective ‘-
- V'January 1, 2008, Entergy prospectively adopted ‘the fair‘. o
‘ »:;.,--‘ivalue based method ‘of accounting for stock options
. prescribed ‘by. SFAS 123, "‘Acoountmg i'or Stock-Based -
_,'"_';-_‘Compensation ».Awards under Entergy’s plans vest ¢ over

" ‘three years.. Therefore, the cost related to- stock-based *

L. 'employee compensation included in the determmation ofnet .
: asset must be removed from the entlty's balance sheet.

SFAS 101 “Aocountmg for the’ Discontmuation ot‘ el
Apphcation of Fmancml Acoounting' Standards Board S
; (FASB) Statement No 7, spemﬁes howanenterprise that'jy

a 'mcome i'or 2003 is less than that which would have been- -
' _'frecogmzedii‘thefairvaluebasedmethodhadbeenapphedto'.
. a.ll awards sxnce the ongma.l effective date ot‘ SFAS 123 The
R ',‘followmg table illustrates the effect on, net "income and’ "
F .-ea.rmngs per sha.re 1f Entergy would have lustoncally:

ENTERGY CORPORAT!ON

' 'ale(o.»déz) :
0.2 (0002) .

231.1- 33.42‘ 2273 $261 224.'7.33.13 S

2268 $4.09 - 22&3.0' 8260 2200 $320 .

B 2311 sd01” 2273 s2e4 224'7433'23 ‘
- (1) Options to purchase approxmwtely 15,231, 109,897, and 148,500 shares of common o

.AND Sussxnunxss 2003 L

a.e (0054) o
0.2 (0.002)

Lt

’»‘Fortheyearsendednecemberai 72003 . '2062,’- '. 2001 .. ¢ .
'»fEamingsapplicable e g : s D

: tooommonstock L ‘
‘ 'Add back: Stock-based compensatlon -

expense included in ea.rnmgs
apphcable to common stock, net

" of related tax effects " - - '-",2_.813’ RTINS

aae.s ss.4s ‘aaa.o 'sa':esl fzzo.sl $3.18 'i"-.Ded“Ct Total Bka'bﬂsed emP’°Y°e -

eompensation expense determined

.- under fair value method for all

" soso 943' $59_9.3eo .$726,196 -

s apphed the fair valuebased method of aocountmg to stock-based - S
= employee compensation (In thousands except per share data): T

_awards, net of related tax effects ' 24,518 . 28,110 ' . 19,472 SRS

Pro forma earnings applicable S
to common stock )

i:Basic. .- T - saoe., 8260 " .$320 -
- Basic - proforma "f o o 8389 - 82856 '-$320' o

. Diluted .- - ST % s401 ) s264:) (8323
»'Diluted-proforma C i gse2 - sest s34

: ,’Arpmcm'xon or SFAS 71 Co e e S E
"+ .The domestic utihty compames and System Energy currently T
: _account for the effects of regulatlon pursuant to SFAS w1,
o “Acoountmg for the Effects of Certam 'Iypes of Regulation R
.-, This statement apphw to the financial statements of a rate- SO
B Tegulated enterprise that meets three criteria. The enterpnsef BT
: must ‘have rates that (l) are approved bya body empowered Vo
“to set rates ‘that bmd customers (ts regulator) @(i)arecost- .- ..
" based; ‘and (iif) ;can’ be cha.rged to and collected from - .+

_described mors fully in Note 8 to the consolidated firiancial f" - Customers. Thess criteria may also be applied to separsble”

o statements Prior to 2003, Entergy apphed the recogmtion -
and measurement prmcxples of APB Opimon 25, .
" “Acoounting for. Stock Issued to Emplcyees,” ‘and related .
-”,Interpreta.tions in accounting for . those plans.” No ‘stock- -

. based employee compensation expense is reflected in 2002 S )
ered in ‘future reverive. Such capitalized costs are reflected L

‘a8 regulatory assets in the accompanying financial state- .
: ments A’ significant ‘majority of - Entergy’s. regulatory - .
) assets net of related regula.tory and deferred tax liabilities,
earn a return on mvestment durmg their recovery penods "' :
'SFAS 71 reqmr&s S that rate-regulated enterprises assess the' <
probabihty of Tecovering their: regulatory assets ‘at %ch S
. balance sheet date. When an enterprise conclides that recov- - . ;'
! ery ofa regulatory asset is no longer probable, the regulatory .

‘ -portions of a utihty’s busmess such as, the generation or" : ) i
~*: transmission functions, or to speciﬁc classes of customers. - -
I a.n enterpnse meets these criteria. it capitahzes costs that
-would otherwise be charged to expense if the raté actions of. .
" its regulator make it probable that those costs will be recov: -." -

! ceases to meet the cnteria for apphcation of SFAS 71 for all

; N ,
« L. . - K]

, |- $005,243+ $571,250 $708,724 . . - -
'_'Eamingsperaveragecommonshare ' o
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' CASH AND CASH EQUIVALENTS . o
Entergy considers all unrestncted lughly hqmd debt
' mstruments thh an ongmal or. remaimng maturity of

tlmeemonthsorlessatdateofpumhasetobecasheqmvalents .
"Investments with original maturities of more than three
. months are classxﬁed as other temporary mvestments on ',
: the bala.noe sheet ’

T T Y A PP A AT AR AT

' ENTERGY CORPORATION AND SUBSIDIARIES 2008 °~

or part of its operatlons should report that event in its

~ financial statements. In general SFAS 101 requlres that the -
- enterprise report the dlscontmuatxon of the apphcatlon of .
" . SFAS 71 by eliminating from its balance sheet all regulatory -
--assets and- liabilities related to the apphca.ble segment.
: Addmonally, 11‘ it is determmed that a regulated enterpnse .
-is no longer recovenng all of its oosts and therefore no’
longer qualifies for SFAS 71 aooountmg, it is possxble that™
- an impairment may exist that could reqmre further wnte-
offs of plant assets. - o o
" Emerging Issues ’I‘ask Force (EITF) o7-4: “Deregulatmn‘, ,
 of the Pricing of Electncxty - Issues Related: to the

Application of FASB Statements No. 71 and 101" 'specxﬁes

"' that SFAS 71 should be dlscontmued at a date no later than -
- 'when the effects of a transition to oompetxtlon plan for all -
or a porhon of the entity subJect to such plan are reasonably . '
‘determinable. ‘Additionally, EITF 97-4 promulgates that -
.-_ regulatory assets to be reoovered through cash flaws "
denved from another portxon of the entity that continues to
. apply SFAS 71 should not be written off; rather, they should -
be considered regulatory assets of the segment that will - -
.continue to apply SFAS 71. )
' See Note 2 to the consolidated ﬁnanc1al staternents for ;'f':
L discussion of transition to oompetltxon activity in the retail
) regulatory junsdxctlons served by. the domestic utxhty s

. ’compames Only ’beas has a currently enacted retail open‘
.- access law, but Entergy believes that sxgmﬁcant issues
remain to be addressed by regulators and the enacted law .
" does not provide sufficient detail to reasonably determine o
) the unpact on Entergy Gulf States regulated operatlons

Invssrmnxrs .

. Entergy apphes the provmons of SFAS 115 "Accountmg_
* for Investments for Certam Debt and Eqmty Securities,” in

‘aooountmg for investments in - decomrmssxomng trust

. funds. As a result, Entergy records the deoommlssxomng

" trust funds at the1r fair value on the oonsohdated balance

. sheet. As of Deoember 31, 2003 and 2002 the fair value of

the securities held in such funds dxffers ‘from the amounts

deposxted plus the earmngs on the deposits by $94 million
and ($24) million,’ respectwely Because of the ahxhty of the.
domestic utility companies and System Energy to recover - 3
B decomxmssxomng costs in rates and in accordance ‘with the
". regulatory treatment for deoommlsswmng trust funds the )

/domestlc utility companies and System Energy have reoorded :
'/ an oﬁ‘settmg amount of unrealized gams/(lm) on mvestment :
secuntxes in other regulatory habmtles/assets Pnor to the )

. - .. .NOTES TO consomnATEb Fmaivcmi. sTATENiESTs continue'd e

o unplementatlon ‘of SFAS 143, the. offsettmg amount of -
-unreahzed gams/(losses) on -investment 'securities was
recorded in accumulated deprecxatlon for Entergy_ .
. ‘Arkansas, Entergy Gulf States (for, the regulated portion of
" River Bend) and for Entergy Louisiana. For the mon-"© .~
regulated portion of River Bend, Entergy Gulf States has .
‘ "'recorded an offsetting amount of unreahzed gains/(losses) - .
in other ‘deferred credits. Decommxssmnmg trust funds for' :
Pngnm Indian Point 2, and Vermont Yankee do not receive
" regulatory treatient. Acoordmgly. unrealized ‘gaing and’
losses reoorded on the assets 'in’ these trust funds are " :
) recognized in the aocumulated other income component of ° '
,shareholders equity because these assets are classified as = ’
-avaxlableforsale o : : .

Eom'rr Msrnon INVESTEEB

_ Entergy owns investments that are aooounted for under the' -
. equity method of accounting because Entergy's ownershlp oo
" level results m sxgmﬁcant mfluence, but not control, over - ,
“the investee and its operatxons Entergy records its share of -’ o
_ earnmgs or losses of the mvestee ‘based on the change RO
) 'dunng the penod in the estunated hqmdatlon value of the - . "

mvestment assummg that the mvestee assets were to be

-“hquxdated at book value. The eqmty earmngs for Entergy— B
Koch, LP recorded by Entergy are dlctated by the terms of -
the partnershxp agreement in ‘accordance ‘with - the
- hypot.hetwal hquidatxon at book value (HLBV) method In. ~ .
accordance with the HLBV method, earnings are allocated S
to members based on what each partner would receive from' o
e theu' capital account if, hypothetma]ly, liquidation were to . -
.- - ocour at the balanoe sheet date and amounts dlstnbuted et
. were ba.sed on. reoorded book values. Entergy dlsoontmues S
_ the reoogmtxon of losses on eqmty investments when its
'share of losses equals or exceeds its carrying amount of,'
.. investee plus any adva.nces made or: oommltments to .
. ‘provide additional financial support. ‘See Note 13 to the
- consolidated financial statements for additional mformahon
. regardmg Entergy’s eqmty method investments V

. Dsmvu'xvn qu:cmx. Insrnumsxrs AND
. Coumomry Dsmvnrxvss ) v )
Entergy unplemented SFAS 133, “Aooountxng for Denvatlve )
‘Instruments and 'Hedging Activities” on January 1, 2001.
" The statement requires that all derivatives be recognized in
_“the balance sheet, either as assets or liabilities, at fair value, .
' unless they meet the normal purchase normal sales criteria.” .
. The changes in the fair value of reoogmzed derivatives are -

‘ "reoorded each period in current earnmgs or other compre- . -
o henswe mcome, dependmg on- whether a derivative ‘is’ s
desxgnated as part of a hedge tra.nsactlon and the type of ”

i‘hedg'e transaction. L g

* Contracts for commodities that w1]l be dehvered in quantmes

fexpected to be used or sold in the ordmary course of busi-
. .ness, includmg certam purchases and sales of power and e

fuel are not classxﬁed as denvatwes These contracts are
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exempted under the normal purchase normal sa.les cntena -
Revenues and’ expenses from these contracts are reported )
. on a gross basis in the appropnate revenue and expense

categones as the commodities are received or dehvered

. Other contracts for commodxtxes in which Entergy is 7
hedging the vanabmty of cash ﬂows related to a vanable—

rate asset, liability, or forecasted transaction qua.hfy as cash
flow hedges. The changes in the fair value of such derivative

instruments are reported in other comprehenswe income To."
- . qualify for hedge accounting, the’ relatmnshxp between the -~
hedgmg instrument and the hedged 1tem must be documented _‘
. to include the risk management obJectxve and strategy, and

at inception'and on & ongoing basis the effectweness of the

: 'hedge in offsettmg the changes in the cash flows of the item -
being hedged. Gains or losses accumulated in other compre-
hensive income are reclassified as earnings in the periodsin

- which earnings are affected by the variability of the cash
flows of the hedged item. The ineffective portions of all

- hedges are reoogmzed in current-perxod ea.rmngs

- Effective January 1, 2001, Entergy Tecorded a- net-of-_i -
. ‘tax cumulatxve—effect—type ad,)ustment of approxunately_ :

$18.0 million reducing aocumulated other comprehenswe

_mcome to recognize, at fair value, a.ll denvatwe mstruments
‘that are designated as cash-flow hedgmg mstx'uments
" pnmanly interest rate swaps and forexgn currency forward y

contracts related ‘to Entergy’s competltwe businesses.

rEffectxve October 1, 2001, Entergy recorded an axldltxonal L

net-of-tax curmnulative-effect-type ad]ustment that mcreased

- net income by approximately $23.5 million. This ad;ust- '
. .ment resulted from the implementatxon of an interpretation

~of SFAS 133 that reqmres fuel supply agreements w1th )
volumetric optionality to be classified as derivative mstru '
' ‘ments. The agreement that resulted in the adJustment isin

. the Energy Commodlty Services segment and was dxsposed

ot‘ in the Da.mhead Creek sale in December 2002

IMPAXRMENT oF LONG Lrvsn Assm‘s

Entergy periodically rev1ews long-hved assets held m all of
its busmess segments whenever events or changes m'

circumstances indicate that recovera.bmty of these assets

" is uncertain. Generally, the determination of recoverabxhty .
. .is based on the undlscounted net cash flows expected to

result from such operatxons and assets Projected net cash

. flows depend on the future operatmg costs associated with -
s the assets, the efﬁcxency and ava.llabxhty of the assets and _“ .
g'eneratmg units, and the t‘uture market and price for energy
~over the remaining life of the assets. See Note 12 to the - -

~ _consolidated financial statements for discussion of asset
impairments recognized in 2002 in the Energ'y Commodlty '
A Semces segment s

RivER BEND AFUDC

The River Bend AFUDC gross~up isa reg'tﬂatory asset that ;
represents the mcremental difference unputed by the .
Louisiana Public Service Commission (LPSC) between ‘the ‘, s

AFUDC actually reoorded by Entergy Gulf States on a netof- .. -
tax basis during the constructlon of River Bend and whatthe
AFUDC would have been on a pre-tax basis. The imputed :

" amount was only calculated on that portion of River Bend ~ .
that the LPSC "allowed in rate- base a.nd is. being - :

-~ 'amortized over the estlmated remammg eoonormc hfe of

' Rwer Bend : :

‘Tnansxrmn TO Comrr:'rrrxonr Lmnxurms

In comunctxon with electric utility mdustry restructurmg

aetunty in Texas, reg'ulatory mechamsms were estabhshed
to rmtlgate potential stra.nded costs. Texas restructuring .
legislation allowed deprec1at10n on transmission and dxstrx- '

bution assets to be directed toward generatxon assets. The

'habxhtyrecordedasaresultoftlusmechamsmlsclassxﬁed. S

“tra.nsmon to oompetxtlon deferred credlts

"REAcaumsn Dx-:n-r : ‘

, '“The prexmums and costs assocxated thh reaeqmred debt S
‘of the’ domestic utmty compa.nles and System Energy »

: '(except that portion allocable to the deregulated opera-
- tions of Entergy Gulf States) are bemg amortxzed over the

- life of the related new issuances, - in accorda.nce w1th
; fratemakmg treatment ’ :

"FOREXGN Cunm-:ncr TRANSLATION S
All ‘assets and liabilities of Entergys forelgn substdlanes' -
are translated into U.S. dollars at the exchange Tate in -
- effect at the end of the period. Revenues and expenses are
" translated at average exchange rates prevailing during the
period. The resulting translation adjustments are reflected .
“ina sepa.rate component of shareholders equity. Current
.exchange rates are used for U.S. dollar dlsclosures of future
. ':obligatlons denommated in forexg'n currencxes

'Nr:w Accomv'rwc Pnonouwcnusurs - E : )
‘ Durmg 2003, Entergy adopted the provisions of the followmg N

aooountmg standards: SFAS 143, “Accounting for Asset

Retirement Obligations,” which is discussed further in Note -
- 9; FIN 46, “Consolidation of Variable Interest ‘Entities,”

which is. dlscussed further 'in’ Note 6; and SFAS 150

"‘Aocountmg for Certain F1nanc1al Instruments w1th
o Charactenstlcs of both Llablhtxes and Eqmty" SFAS 150 -
which beca.me effective July 1, 2003, reqmres ma.ndatorﬂy T B '

Tedeemable fmanma.l instmments tobe classified and treated

as liabilities in the pnesentatmn of financial position and
results of operations. The only effect of unplementxng SFAS -
150 for Entergy is the inclusion of long-term debt and £

"preferred stock with sinking fund under the liabilities

" caption -in Entergy’s balance sheet. Entergy’s requts of N

' 7.operatxons and cash flows were not affected by this standard. -

. Durmg 2003 Entergy a.lso adopted the provisions of the

followmg accountmg sta.ndards . EITF 02-3, ““Issues -
Involved in Accounting for Derivative Contragcts Held for - '
Tradmg Purposes and Contracts Involved in Energ'y.; o

[ S



i

S

P

AR, AT AT A LT A Y it e

,

7. . ENTERGY CORPORATION AND SUBSIDIARIES £008 7 . %

o ..NOTE 2. RATE AND REGULATORY MATTERS
) :"Ex.acrnxc INnvsrm{ Rnsrnucrunwc AND THE ' ',
L. : CONTINUED Arrucuxon OF SFAS 717 .7
R fAlthough Arkansas and Texas ena.cted reta.ﬂ open amess
- laws, the retail open access law in Arka.nsas has now been - .
.~ -Tepealed. Retall open aocess in Entergy Gulf States' service S0
- Co terntory in Texas has been delayed Entergy beheves that -
L s1gmfieantissues rema.mtobe addressedbyregulators ‘and =
" theenacted law in Texas does not provide sufficient detailto ™
o -"a]low Entergy Gulf States to reasonably determme the'._ .
.- impact .on’ Entergy Gulf States regulated operations ol
. ‘Entergy therefore oontmues to apply regulatory aooountmg o
- proceed with further efforts toward retail open aowss in

semoe temtories ‘

NewOrleans

The Council of the City of New Orleans, '_ -
"' Loulsiana (Gouncxl or City Coundl) has
" taken no action on Entergy New Orleans :

' roposalfiledin1997 L T

approved by the PUCT to delay retail open- amess until at

13.0% -
R Th.is rulmg. when final and: appealable W111 a.'l.low for the
o 'remwgorated pilot to begm upon .the PUCT approval of -
- ‘Entergy Gulf States’ mdependent organization request The SERTR
‘PUCT is current.ly scheduled to oonduct a. hearmg on this
o ) : o ",requesthune2004 ‘
- ) Retail open aooess oommenoed in portions oi‘ Texas ‘on
o R January 1, 2002. 'The staff of the PUCT filed a petitlon to
i L delay retail open access in Entergy Gulf States’ semce area -
) . and Entergy Gulf States reached a’ settlement agreement -

NOTES TO coivSotlnarEn' rmn'touu. ‘srllramsnrs‘coimnue'd e

'I‘ra.dmg and Risk Management Activmes, SFAS 149 ’

f “Amendment of Statement 133-on Denvative Instruments -
'and Hedging Activities” “and- related interpretations by
_~ the: Derlvatives Implementation Group, a.nd FIN 45,
- “Guarantor’s Accounting and Disclosure Requirements for "
| Guarantees Including Indirect Guarantees of Indebtedness
- of Others.” The adoption of these standards did not havea ' -

N matenal effect on Entergys fumnmal statement.s : '

v

—‘ principles to the retail operations of all of the domestic S
'utihty oompames Followmg isa summary of the status of .- -

- retail open access in the domestic utihty compa.mes retaﬂ PR .

: : S ‘The PUCT oonsxdered the proposal at a March 2003

] hearmg, and issued an order m Aprxl 2003."The order set
.“forth a sequenoe of prooeedmgs and activitiés designed to S
. ,.imtiateanmtenm solution These proceedmgsandactwmes L
",.'.mclude ruling on market protoools imtxatmg a proceedmg
- to certify’ an independent orgamzation to a.dm1mster the
'market protocols and ensure nondiscnmmatory aooess to
g f-:,transnnssion and distribution systems; resuming business ;':
g separatlon prooeedmg's, re—mwgorating the pilot prOJect
“and mitiatmg a market-readmess prooeedmg The PUCT :
- E issued an order on reheanng in late-July 2003 in which it .

RN '1 %ot Entergy‘s '

L . . '2003 Revenues Derived
I Siatus of Retall " -from Retall Electric Utility
" Jurisdiction = Open Access LT " -Operations In the Jurisdiction’

Lo Vrepeaxedmrebmaryzoea C15.4% -
- -Texas - Implementation delayed in Entergy .
o T .Gulf States’ eervicearealnasettlement )
approved by Pubhc Unixty Commission -
. of Texas (P’Ucr) !nhght ofregulatory
" _proceedings and approvals required
* retail openaocessisnot likelybefore the o o
: S0 first quarter of 2005, - " 14.4%.
. - Louisiana .’ 'I'heLPSChasdeferredpursuingretail :
R " .open access, pendmgdevelopments at’ -
B . " the federal level and in other states." - 43.9% L
- Mlssissxppi The Mississippi Public Service Commission - :
R . '(MPSC)hasreoommended not pursulng
openacoessattlnstime ’

. least September 15, 2002, In September 2002, the PUCI‘~:
o ordered Entergy Gulf States to file on January 24; 2003 a.’
. ’proposa.l for an interim solutlon reta11 open aooess thhout

et

a FERC-approved reglonal tra.nsxmssxon orgamzation (RTO)
~1if 1t appea.red by January 15, 2003 that a FERC-approved

. " RTO would not be f‘unctional by January 1, 2004 On
January 24 20083, Entergy ‘Gulf States filed its proposal

wluch among other elements mcluded .
‘-; .the recommendation that retail open aooess in Entergy
~ Gulf States’ 'I\exas service terntory, mcludmg oorporate

2 :}'1unbundlmg. oocurbyJanuaryi 2004, or else be

- delayed until at least January 1, 2007. If retail operi:’ B

" access is delayed past January 1, 2004 Entergy Gulf

.‘Stat& seeks authorization to separate 1nto two bundled

. and one subJect to the retail jurisdictlon of the LPSC

. the ‘recommendation that Entergy’s transmxssxon AR

orga.mzation possxbly w1th the oversxght of another

f,entity, w1ll continue to serve as the transmisslon )

i authorxty for purposes of retall open awess m Entergy
'Gulf States’ service terntory .

- “the reoommendation that the decxsion pomts be 1dent1fied . »

utihties, one subJect to the retail junsdictlon ‘of the PUCI‘

. fthat would require pnor to Janua.ry 1, 2004, the PU(,'I"s o -

"_detemimatxon, based upon ob,]ective cnteria, whether to '

= Entergy Gulf States’ 'Iexas semce temtory

. identified December, 2004 as the target date for the begm
- mng of the mterun solutlon Consxstent mth the order, and
- _after negotiations w1th other parhes and followmg a'series -
- of eontested heanngs and the PUCI‘ approva.l ofa settlement ’
: .agreement on the market protoools Entergy Semom made ‘. o

‘a filing at FERC and has received approval on an expedited

basns of the market protoools sub_]ect to FERC Junsdlction

In September 2003, the PUCI‘ 1ssued a wntten order that

.vapproved the Pnoe to Beat: (P'I'B) fuel factor for Entergy

Guif . States, wluch is to ‘be” implemented upon the

jcommenoement “of retail open aooess in 1ts ‘Ilexas semce
- territory. This PTB fuel factor is subject to revision based on -
- PUCT rules The PUCT declmed conmderatlon ofa request
- .for rehearmg sought by certain cities in- ‘Texas served by
i Entergy Gult‘ States and the Ofﬁoe of Pubhc Utihty Counsel




; ,'~The Ofﬁoe Of Pubhc Utlhty Counsel has appea.led thls Deferred Inel costs «:.A..»", R : c L Sttt
S 'fdecxslon to the ’Itaxas courts. Management cannot predxct *'The domestlc utmty oompamesareallowedtoreoover oertam PV
- - the ultlmate outoome of the prooeedmg at this nme

U i proceedmg to certxfy the Entergy Transmrssxon revenues ’I'he d.lt‘ference between revenues collected a.nd the e
;’Orga.mza.tlon as the independent orga.nizatlon The PUCI‘ " current - fuel and . purcha.sed power costs is’ reoorded as" - L

'wtxonmJune 2004 T cxal statements The table below shows the a.mount of . BN

':‘Rnoux.aronr Asss’rs A O TP

. Other Regulatory Assets "= " | ...._ ECH mechanisms ofthe domestio uhhty compames (m mﬂhons)

- ;,The dommtlc utmty oompames and System Energy are oL
o '~-‘;sub_)ecttothe provxslons of SFAS 71, “Accounting for the 7 .-/ s . - - S

"' Effects of Certain Types of Regulatlon” Regulatory assets’ 'i, Entergy Arkansas -~ - .00 .A.s 106“,, ;'8,(4,2-6) ' .

L répresent probahle future revenues assocrated with certa.in

- . costs ‘that are expected to be recovered from customers.

. © '+ "through the ratemaking proocess. Ina.ddxtlon to the regula-.

3 -],,':;f-;’toryassetsthatm'espemﬁcallydxsclosedonthefaoeofthe X - —
" ‘balance sheets, the table below_provides detail of-“Other i Eurnnor Anx:msu PR

- n»regu]atory assets” that are included on the ba.lance sheets Entergy Arka.nsas Tate schedules mclude an energy oost .
L as of Deoember 31 2003 a.nd 2002 (m rmlhons) :

" ‘DOE Decommissioning - 3 N 5
.+ /and Decontamination Fees - " . ="~ $ “32.9_;'; s
o recoveredthrough tuelrates RN

'»:'V”’AsaetRetirementObugauon.% [PARPRTAS A
.” Tecovery dependent upon

S Removnloosts- e
o recoveredthroughdepmcmtionrates e e e .
*..:" Provisions for storm damages-: - - . ' .. 1233 P Y- through Ma.rch 2004 The ‘energy - cost’ rate filed was'.—.""‘ .
e recovered throughcostofeervice- _.5 [ S T appmxmatelythesameasthemtenmenergycostrate that-.‘,'-” .
: ,_Postrettrementbenent.s- O SR > - RS X X - R
reooveredthroughzola(Note u) i IS
.. _° PensioncostsNote11)-". =~ .. . - 1840 ., © 157.8
" .‘Depreciation re-direot - e L £- K DU /-1
s . recoverybeginsatstartof : o el : SRR
P retaﬂopenaooees(Notel) P I S
. River Bend AFUDC - P SR SRRt B I Tl
. Fecovered uxroughAugmtzozs(Note 1) T PR includeaﬁxedfuelfactortoreooverfuela.ndpmchasedpower
,‘v’sP‘“d““’Pg”wlm Lo erU e B8O 35°oosts mcludmgmrrymgcharges notreooveredmbaserates’ .
R reooveredthroughDeoemberzoaz ) R
',-._Low-lavelradwute- PR AT W 19-4",-
o reooverytinﬁngdependent PRI S
co uponpendmglawsult R
"_'.‘1994FERCSettlement- -
- recovered throuthune 2004 (Note 2)
. Sa.le-leasebmk deferml Tt
. “.‘recovered through June 2014 (Note 10) ;
"‘iDeferredtuel non-cumnt--' R
" recovered through rate riders o
© redetermined annually - Tt
{Unmoruzedxouonnacqmnddebt-' SREREREET
- reooveredovertermofdebt B BTSN P
 ‘Other-various - .. v T iiayg. Ul 944 .- g . ;' o o . ':'-; . e
‘ Total oL S S Voot 81,4251 73973-2'1 Infgnmsurcharge N S ‘. s $87.0
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o fuel and purchwed power costs thmugh fuel mechamsms

et

~In’ November 2003, Entergy Gulf States imtlated a ;f.fi mcluded in electric rates that are recorded as fuel oost recovery L

1s scheduled to conduct a hearmg on the oertxﬁcatxon apph- - “Deferred fuel costs” on the domestic utlhty oompa.mes fina.n : .'.:"' .

e ‘deferredfueloostsasofDeoemberal 2003 and 2002 tha.thas
7. 'been or_will be recoversd or (refunded) through ‘the fuel ..

2003 "5002

“Entergy GulfStates 7 v JaUs1184 0 $100.87 T
- Entergy Loutslana . -t " . $308 7 .8(2508) i
Entergmestsexppl - Sl s -89 1’:; 3 as2

. 'EntergyNeworleans 4‘,,"""5'::": T '$ (27) 3(14-9).

s -

»‘,-" reoovery ndertoreoover fuel and purchased energy costsm . o
o monthly bllls The nder utxhzes prior calendar year energy :
; oosts and proJected energy -sales . for the twelve-month-,
. . perxod oommenmng on Apnl 1 of each year to develop a.n
B - 7 annual energy ‘cost rate The energy cost rate mcludes a
' 'until December 2006 (Note 9) i Sl e T trueup achustment reflectmg the over-recovery or under-, s
T A8AD L e e 27,'reoovery. mcludmgca.rrymgcha.rges oftheenergyoostfor o
‘ umgordmmlmgmowg) ’f:__' L : Athe pmor ca.lenda.r year. - P _
] o g R ;.,9.6, InMarch2003 EntergyArka.nsasﬁledeththeAPSCxts,‘j-_
S energy oost recovery ‘rider: for the penod April 2003 ..

'”, 2003 -

i _ ‘ was m effect smoe October 2002. 'I'he current energy cost :,'
----- E I A rate is desxgned to eliminate the over-reoovery durmg the',»’ :
!j.'a.nnua.lnderpenod Lo T -

.

.szurznur Gur.r s'u'rr:s T
In the Texas junsdlctlon, Entergy Gulf Sta,tes’ rate schedules EAR

. ‘Under, current methodology, semx-annual revisions of the " RV
" fixed fuel factor may be miade in March and September based . ** .

*.on the market price of natural gas. Entergy Gulf States will . © * =
7hkelyoontmuetousethlsmethodologyuntﬂthesta.rtofreta.ﬂ e

", open acoéss. The amounts collected under Entergy Guif States’ - L

5 fixed fuel factor and a.ny interim surcha.rge unplemented untxl R
B ”'.'X;the ‘date Tetail open access commences’ are ‘subject to fuel © “ .
T .reooncmatlon prooeedmgs before -the PUC'I‘ ‘In the 'beas:f_
: ,_'jjunsdlctlon Entergy Gulf States’ deferred electnc fuel costs -

“are $116.6 mﬂhon as of Deoember 31 2003 whxch mcludes

‘ ,' ‘the followmg

il e fooe~tl T Ttems tobeaddressedaspart orunbundnng TR “g29.0 -
R DR frl:lmputedcapacitycharges R "5 DESERERE I X B
Ce ‘:-Other (includes over-reoovery from 9/03 - 12/03) it $(8.7)

Al e e B s
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Norss TO'ooNSOLrnATsn FINANCIAL SvTATEMENTS'contmue‘d

- The PUCT has ordered that the unputed capamty cha.rges be-
. ,excluded from fuel rates and therefore recovered through -
P .base rates. It is unoertam however, as to when and if
Entergy Gulf States will - lmtlate ‘a base rate prooeedmg"
" before' the PUCT. The current PUCI‘-approved settlement -
’ agreement delaymg reta.ﬂ open access in Texas reqmres a:
) rate freeze during the dela.y period, If Entergy Gulf States
: 'unplements retail open access without a Texas base rate .
g prooeedmg, it is possible that Entergy Gulf States will not be -
. .l allowed to Tecover unputed capamty charges in 'Itwas retall o
"',ratesmthefuture :
. -In January 2001 Entergy Gulf States ﬁled a fuel reconcxl- ]
. iation case covermg the penod from March 1999 through
VAugust 2000 Entergy Gulf States was reconcﬂmg approxi-
X ,mately $583 nulhon of fuel and purchased power costs. As -
- - part of this ﬁhng, Entergy Gulf States requested authority
. to collect $28 mil.hon plus mterest of under-recovered fuel -
' and purchased power costs. The PUCT decided in Augusti
- '2002 to reduce Entergy Gulf States’ request to approximately

$6.3 mﬂhon mcludmg mterest through July 31, 2002.

. i~prprox1mately $4.7 million” of the total reductxon to the
© requested’ surcha.rge relates to nuclear fuel costs that the
. PUCT .deferred’ rulmg on at this ‘time. In October 2002,
' Entergy Gulf States appea.led the PUCI"s final order i in 'Ilexas :
.. District Court. In its appeal Entergy Gulf Statesis cha.llengmg
© the PUCI‘s dlsallowanoe of apprommately $4.2 million related
to nnputed capacxty costs and ‘its dlsallowance related to ’
N “costs for energy dehvered from the 30% non-regulated share ':
- of River Bend. The case was a.rgued before the Travis County -
- ‘j’I\exas District Oourt in August 2003 and the Travis County
o ‘sttrxct Court judge affirmed the PUCT's order. In October
- 2003, Entergy Gulf States appealed this decxsnon to the
Court of Appeals : - :
. In September 2003, Entergy Gulf States filed an apphca—
tion w1th the PUCT to implement an $87.3 million interim .
fuel surcharge, including interest to oollect under-recovered

fuel and purcha.sed power expenses incurred from

o September 2002 through August 2003. Hearings were held
_-in October 2003 and the PUGI‘ issued an order in December
2003 allowmg for the reoovery of $87 mﬂhon The surcharge
cewill be oollected over a twelve-month period that began in
~ January 2004.
. " In March 2004; Entergy Gulf States filed with the PUCTa .
-'fuel reconclhatxon case covering the penod September 2000
.’ through August 2003. ‘Entergy’ Gulf States is reconciling -
" '$1.43 billion of fuel and purchased power costs on a Texas . -
retail basis. The reconciliation includes $8.6 million of ~
" under-recovered costs that Entergy Gulf States is asking -
* . to roll -into its fuel over/under-recovery . balance - to'be
. . vaddressed in the next appropriate fuel prooeedmg Hearings
o areexpectedtooocurlntheth1rdquarterof2004w1tha'."
i fmalPUGl‘dems1onexpected1near1y2005 PR

v

ENnmar Gtu.r S'ru'zs (Louxsumn)
AND Enrsnor LOU!SIANA g -

', The Louxsxana Junsdxctlon of Entergy Gulf States and

. Entergy Louisiana recover electric fuel and purchased.'.
. power costs for the upcoming month based upon thelevelof *
such costs from the pnor month Entergy Guif States‘ ga's '
rate schedules mclude estimates ° for -the blllmg month'

adJusted by a surcha.rge or credxt for deferred fuel expense
arising from monthly reconciliations. .

In August 2000 the LPSC authorized its staff to initiate - -
" a proceeding to audit the fuel ad]ustment clause ﬁllngs of.
.Entergy Louisiana pursuant to a November 1997 LPSC .
genera.l order. The time period that is the subJect of the":i
. andit is January 1, 2000 through December 31, 2001. In
* September 2003, the LPSC staff issued its audit report and
V,recommended a disallowance with rega.rd to one item The _-
issue relates to the alleged failure to uprate Waterford 3 in )
‘a tnnely ma.nner The LPSC sta.ff has quantxﬁed the possible -

disallowance as between $7.6 and $14 million." Entergy

" Louisiana is currently evaluatmg the LPSC staff report and R
: expects to contest thereoommendatzon A procedura.l schedule B
N has been adopted and heanngs, which also will’ address

‘issues relating to ‘the reasonableness of transm1ss1on .
) planmng ‘and purchases of power from affma.tes, the ~

potentla.l value of which issues cannot yet be quantified, are

* .scheduled to begin in September 2004, but the LPSC statr '
" has requested a delay until April 2005. 5
In January 2003, the LPSC authorized its staff to initiate

a proceeding to audxt the fuel adJustment ‘clause filings of -

' Entergy Gulf States and- its affiliates pursuant to a

November 1997 LPSC general order. The audlt will include

" 'a review of ‘the’ rea.sonableness of charges collected by
'vEntergy Gulf States through its fuel adjustment clause =~ ..
“in . Louisiana for -the penod Ja.nuary 1, 1995 through .~ - . ~ .

1December 1, 2002. The discovery prooess is underway, but_ o

a detailed procedural schedule extending beyond the discovery .

stage has not yet been established and the LPSC staff ha.s
not yet issued its audit report ’

.'Enrzncr MISSISSIPPI ‘ ' : )
. Entergy Mlssxssxppxs rate schedules mclude an energy cost -
* recovery rider which is adJusted quarterly to reflect accumu- .
lated over- or under- -recoveries from the second pnor quarter. -

In May 2003, . Entergy Mississippi filed and the 'MPSGC

‘approved a change in Entergy Mississippi’s energy cost . V
Tecovery rider. Under the MPSC's order, Entergy MISSISSlppl ‘
has deferred unt11 2004 the oollectlon of fuel under-recoveries

for the first and second quarters of 2003 that would have

“been oollected in the th1r_d and fourth qua.rters of 2003',
- respectxvely The . deferred amount of $77.6 mxlhon plus-
carrying charges will be collected through the’ energy cost,
recovery rider over a twelve-month penod begmmng
~Ja.nuary 2004 ‘ L : ‘

e ma et o b
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) 'chovrnr oF vazn BEND CoSTS . : .
‘In March 1998, the PUCT disallowed recovery of $1 .4 billion

ENTERCY CORPORATION -AND SUBSIDIARIES 2003

Enranov Nr:w Om.mms

" Effective June 2003, Entergy New Orlea.ns electmc rate

schedules include a fuel adjustment tanff desxgned to reflect

_* no more than targeted fuel and purchased power costs -
" "adjusted by a surcharge or credit for deferred fuel expense-

- -arising from monthly reooncxhatlons mcludmg carrying .~
charges. Enterg'y New Orleans’ gas rate ‘schedules include
estimates for the bﬂlmg month adgusted by a surcha.rge or’

- credit for deferred fuel expense arising from monthly recon-

ciliations, mcludmg carrying charges

,Rnrux. RATE Pnocnenmos

Fllings with the APSC (Entergy Arkansas)

. RETAIL RATES
No significant retail rate pmoeedmgsa.rependmgmArkansas -

at this tlme

Filings with the PUCT and 'I‘exas Cities S
(Entergy Gulf States)
RETAIL RATES

. -Entergy Gulf States is operatmg in Texas under the terms -
“of & June 1999 PUCT-approved settlement agreement. The
A settlement provided for a base rate freeze that has remained " -
-in effect dunng the delay in nnplementatlon of retail open
"aooess in Entergy Gulf States’ Texas service temtory

of compa.ny-\mde abeyed Rwer Bend plant costs, which have

" been held in abeyance since 1988.. Entergy Guif States -
. appealed the PUCT's decision on this matter to the Travis’
' County District Court in Texas. A 1999 ‘settlement agree-

. ment limits potent1al recovery of the remaining pla.nt asset -
to $115 million as of January 1, 2002, less deprecmtlon .

after that date. Entergy Gulf States accordingly reduced the

" value of the plant asset in 1999, Entergy Gulf States has
also agreed that it will not seek recovery of the abeyed plant '

costs through any additional cha.rge to Texas ratepayers.

In an interim order approvxng this agreement however,

the PUCT recogmzed that any additional River Bend

investment found prudent, subJect to the $115 million cap, '

could be used as an offset aga.mst stranded beneﬁts should -
legislation be passed-requiring Entergy Gulf States to
7', 2003, the LPSC staff recommended a rate refund of
$30.6 million and a prospectxve rate reduction of approxi-

return stranded benefits to retail customers.

In April 2002, the Travis County District Court issued an ~
. order affirming the PUCT's order on remand dlsa.llowmg

recovery of the abeyed plant costs. Entergy Gulf - States
appealed this ruling to the Third District Court of Appeals.
In July 2003, the Third District Court of Appeals unani-
mously affirmed the judgment of the Tra.yxs_ County District

. "Court. After considering the .progress of the proceeding in .
' light of the decision of the Court of Appeals ma.nagement ‘

has concluded that it is prudent to accrue for the loss that

‘ would be associated with a final, non-appea.lable decision

' dnsa.llowmg the abeyed plant costs. The net carrymg value ’

- of the abeyed plant costs was $107 7 mﬂhon as of June 30, -
'2003, and after this accrual Entergy Gulf States provided -

" for all potentxa.l loss related to current or past contested - -

- costs of constructaon of the River Bend plant. Accrual of the

loss was recorded in the second quarter 2003 and reduced

net ir income by $65.6 xmlhon 'In January 2004, the Texas '

Supreme Court asked for full briefing on the merits of the
case in response to Entergy Gulf States’ petition for review.
Filings with the LPSC . |
ANNUAL EARNINGS REVIEWS (ENTERGY GULF STATES)
In December 2002, the LPSC approved a settlement between

" Entergy Gulf States and the LPSC staff pursuant to which -

Entergy Gulf States agreed to make a base rate refund of

" $16.3 million, including interest, and.to implement a *
:$22 1 mﬂhon prospectlve base -rate reduction effective
. January 2003. The settlement dxscharged any potentxa.l

habxhty for claims that relate to Entergy Gulf States’ fourth,
fifth, sixth,  seventh, and eighth post-merger earnings

_ reviews. Entergy Gulf States made the refund in February

2003. In addition to resolvmg and dlscha.rgmg all hablhty

- associated . with .the fourth through elghth earmngs

reviews, the settlement provides that Entergy Gulf States

" shall be authorized to continue to reflect in rates a ROE

of 11.1% until a different ROE is authorized by a final
resolutron dJSposmg of all issues in the proceeding that was

- commenced with Entergy Gulf States’ May 2002 filing.

In May 2002, Entergy Gulf States filed its ninth and last

" required post-merger analysis with the LPSC. The filing -
included an earnings review filing for the 2001 test year -
‘that resulted in a rate decrease of $11.5 million, which was .
o implemented effective J une 2002. In Apnl 2003, the LPSC .
* staff filed testimony in wh1ch it reoommended that the LPSC :

require a rate refund of $30.3 million and & prospective rate
reductxon of $75.9 million, before taking mto account the
$1 1.5 million rate reduction that Entergy Gulf States unpleh
mented effective June 2002, In J uly 2003, Entergy Gulf

States filed testimony rebuttmg the LPSC staff’s testimony .
" and supporting the filing. Durmg discovery, the LPSC staff

requested that Enterg'y Gulf States prov1de upda.ted oost of -

-, service data to reﬂect changes in costs ‘revenues, and rate .
" base - through December -31, 2002. In September 2003,

Entergy Gulf States supplied the updated data. In December

mately $50 million. Hearings are scheduled to begin in

. April 2004. Entergy ‘Gulf States cannot predlct the ultunate
outcome of tlus proceedmg '

RETAIL RATES (Eer-:nor Lomsum\) ‘ .
L InJa.nuary 2004, Entergylnmsxanamadearate ﬁhng with

the LPSC requesting a base rate increase of approxxmately

) $167 million. In that filing, Enterg'y Louisiana noted that
- approximately $73 million of the base rate increase was -
attributable to certain ‘power purchase agreements, the
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implementa.tlon of which would based on current natura.l .

gas prices, produce fuel savmgs for customers that

substantially mitigate the impact of the requested base :
rate increase. The filing also requested an allowed ROE of
11.4%. Entergy ‘Louisiana’s previously authorized ‘ROE
midpoint currently in effect is 10.5%. Hearmgs are currently‘- '
‘set for September 2004.

Filings with the MPSC (Entergy Mississippi)
FORMULA RATE PLAN FILINGS :

In December 2002, the MPSC issued a final order approving .
a joint stxpulatlon entered into by Entergy Mississippi and "

the Mississippi Public Utilities Staff in October 2002. The

" final order results in a $48.2 million rate increase, or about

a 5.3% increase in overall retail revenues, which is based on

. an ROE of 11.75%. The rate increase began in January
2003. The order endorsed a new power management rider -

schedule des1g'ned to more efficiently collect capacity

. portions of purchased power . costs. Also, the . order .
. provides for unprovements in the return on eqmty formula -
and more robust performance measures for Entergy .
Mississippi’s formula rate plan, Under the prov151ons of ..
-Entergy stsxssmpls formula rate plan, a ba.ndw1dth is
placed around the benchmark ROE,. and .if Entergy '
 Mississippi earns outside of the bandwidth (as well as

outside of a rangeof-no—change at each edge of the band-
width), then Entergy sts1ss1ppls rates will be adjusted,

'though on a prospective basis only. Under the provxsxons of
. the order, Entergy Mlssmmppi will make its next formula o

rate plan ﬁhng during March 2004. The “benchmark ROE”

set out in Entergy MlSSlSSlppl s March 2004 a.nnual formula |
rate plan filing likely will differ from the last approved N
ROE. Under stsxss1pp1 law and Entergy Mississippi’s formula =
rate plan, however, if Entergy stsxsslppls ‘earned ROE is - .-
above the top of the range-of-nochange at the top of the -
formula rate plan bandwidth, then Entergy Mississippi's
- “Allowed ROE” for the next twelve-month penod is the

‘ point halfway between such’ earned ROE and the top of the

bandwidth; and Entergy MlSSlSSlpplS retall rates are set at -
‘that halfway- point  ROE level. 'In the mtuatlon where- :

" Entergy sts1ssxpp1 s earned ROE is not above the top of the
range-of-no-change at’ ‘the top “of the ba.ndw1dth then' -

Entergy Mississippi’s “Allowed ROE” for the next twelve-

'GnANn Gux.r Acczuma'n:n Rscovznv ‘I‘uurr S

(GGART)

-In September 1998, FERC approved the GGART for Entergy -
Mississippi’s allocable portxon‘ of Grand'Gul_f which was’
“filed with FERC in August 1998. The GGART provided for -
_the acceleration of Entergy Mississippi’s Grand Gulf h
purchased power over the period October 1, 1998 through -

June 30, 2004. In May 2003, the MPSC authorized the

cessation of the GGART effective July 1, 2003. Entergy = -

Mississippi filed notice of the change with FERC and FERC

approved the filing on July 30, 2003. Entergy Mississippi

accelerated a total of $168.4 mllhon of Grand Gulf
purchased power obhgation under the GGART over the

. penod October 1, 1998 through June 80 2003.

'Flllngs wlth the Counc!l (Enterg‘y New Orleans)
RATE Pnocr:xnmos '

In May 2002, Entergy New Orlea.ns ﬁled a oost of semce '

. study and revenue reqmrement ﬁhng thh the City Council

for the 2001 test year. The ﬁhng indicated that a revenue defi-
ciency existed and that a $28.9 rmlhon electric rate increase
and a $15.3 million gas rate increase were appropriate. ~

‘Addmonally Entergy New Orleans proposed a’ $6 mllhon

public benefit fund. In March 2003 Entergy New Orlea.ns

" and the Advisors to the City Cotincil presented to the City

Council an agreement in principle and the City Council

: approved that agreement in May 2003 allowmg for a total

increase of $30.2 million in electric and gas base rates effec-
tive June 1, 2003. Certa.m mtervenors have appealed the Cxty

" Council’s approval to Civil District Court for the Parish of

Orlea.ns Entergy New Orleans and the City Council w111

B oppose the appeal but the outcome ca.nnot be pred.lcted

_' FuEL An:usrutur Cumsz Lxrtoa‘rron -
lIn April 1999, a group “of ratepayers filed a complamt :

agamst Entergy New Orleans, Entergy Corporatxon, ’

" Entergy Services, and Entergy Power in state court in '
Orleans Pansh purportedly on behalf of all Entergy. New -

Orleans ratepayers The pla.mtlffs seek treble damages for

4alleged in_]unes arising from the defendants’ “alleged
’ wolatlons of Loulslanas antitrust laws in connectlon with | -

certain costs passed on to ratepayers in Entergy New -

'Orleans fuel adjustment filings with the City Councxl In )
particular, plaintiffs. allege that Entergy New Orleans -
; improperly included certain costs in the calcu.latxon of fuel
: charges and that Entergy New" Orleans 1mprudently :
. purchased high-cost fuel from other Entergy affiliatés.
) Pla.intxffs allege that Entergy New Orleans and the other /
defenda.nt Entergy companies oonsp1red to make these i K

.'purchases to the detriment of Entergy ‘New Orleans’ N

ratepayers and to the beneﬁt of Entergys sha.reho]ders, in

* violation of Louisiana’s antitrust laws. Plaintiffs also seek
. month period is the top of the rangeof no-change at the top -
of the bandwidth.

to recover interest and attorneys fees. Enterg'y filed excep- ‘

- tions to the plaintiffs’ allegatxons, asserting, among other
~ “things, that jurisdiction over these issues rests thh the
- City Counc1l and FERC. If necessary, at the appropnate
. t1me Entergy will also raise its defenses to the antitrust
B dams The suit in state court has been stayed by stipulation.”
. of the partles pending a decision by the City Councll in the )

, prooeedmg discussed in the next paragraph. '
‘Plaintiffs also filed thxs complamt with the City Counc1l E
“in order to initiate a review by the City Council of the

plaintiffs’ allegatxons and to force restitution to ratepayers

of a.ll oosts they a.]Jege were nnproperly a.nd unprudently o
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mcluded m the fuel adJustment ﬁhngs mumony was ﬁled

B on behalf of the pla.mtxffs in this proceeding assertxng,

among other thmgs, that Entergy New Orleans and other '

" .defendants have engaged in fuel procurement and power
- 'purchasing pracuces and included costs in Entergy New,'
Orleans’ fuel’ adJustrnent that could’ have resulted in -

New Orleans customers bexng overcharged by more than

‘ $100 rmlhon over a perlod of years. Hearings were held in -
_February and March 2002. In February 2004, the City:
‘ Councxl approved a resolution that results in a refund to .
o ;customers of $11.3 nulhon including interest,’ during the
. months of June. through September 2004. Entergy New_
" Orleans has accrued for_this liability as ‘of December 31, -
) 2003. The resolutxon concludes, among other thmgs, that o
E " the record does not support an allegation that Entergy New
Orleans’ actions or inactions, either alone or in concert with -
’ F_tntergy or a.ny of its affmates oonstxtuted a nusrepmentauon .

ora suppressxon of the truth made in order to obtain an

unjust advantage of Entergy New Orleans, or to cause loss, .
inconvenience, or harm to 1ts rabepayers The plaintiffs -
- _have appea.led the Clty Councﬂ resolutxon to the state court

" in Orleans Pansh : :

Sys‘rnm‘ENEncY 5 1995 RATE PROCEEDING .

System Energy applied to FERC" m May 1995 for a rate
increase, and mplemented the increase in Dwember 1995

. The request sought changes to System Energy’s rate schedule, -
- mcludmg increases in the revenue requirement assocxated
©- with deoomrmssxomng costs ‘the depreciation rate, and the
rate of return on oommon equity The request proposed a -
" 13% return on common equity. In July 2000, FERC
'approved a rate of return of 10.58% for the period December
‘1995 to.the date of FERCs- decision, - and prospectlvely
adjusted the rate of return to 10.94% from the date of FERCs -
decision. . FERCs decxsxon also cha.nged other aspects of - .
‘System Energy’s ‘proposed - rate schedule, mcludmg the : -

depreciation rate and deoommrssmmng costs and their

) ‘methodology FERC acoepted System Energy’s compliance R
-4tanff in November 2001. System Energy made refunds to

the domestic utrhty compames in Deoember 2001.
In accordance thh regulawry accountmg prmclples

during’ the pendency of the case, System Energy recorded -

reserves for potential refunds agamst its revenues Upon

in FERGs order, and reduwd tax expense aﬁ‘ected by the onder -

. Compubed at statutory rate (35%) o

' "the order becoming ' final, Entergy. Arkansas, Entergy .o Ine (reductions) in tax -

Lomsxa.na, Entergy stsxssxppi Entergy New Orleans, and -
System Energy recorded entnes to spread the nnpacts of .
" FERC's order to the various revenue, expense, asset and
- liability accounts affected, as if the order had been in place
since commencement of the case 'in '1995. System Energy o
- also reoorded an addmona.l reserve amount against its’
"* revenue, to amust its estunate of the impact of the order, -
and recorded additional interest - expense on that reserve. . -
System Energy also recorded reductions in its depreciation - -
. and its deoommxsenomng expenses to reflect the lower levels

;

,' .'FERC SETT!.EMENT

In November 1994, FERC approved an agreement setthng
a long-standmg dlspute involving income tax allocation

prooedures of System Energy. In accordance with the o
- 'agreement System Energy has been refunding a total of

approximately $62 million, plus interest, to Entergy

. 'Arka.nsas, Entergy Lomsrana, Entergy M1ssxss1pp1, and
. Entergy New Orleans through J une 2004. System Energy

also reclassxﬁed from utility pla.nt to other deferred debits -
approximately $81 million of other Grand Gulf 1 costs.
Although such costs are excluded from rate base, System '

"Energy is amortizing and recovermg these costs over a
10-year period. Interest on the $62 million refund and the

Ioss of the return on the $81 million of other Grand Gulf 1

costs is reducmg Entergy’s and System Energy's net -
‘Amoome by approxunately $10 mill;on annually.

‘ NOTE 3. INCOME TAXES : ,
“Income tax expenses for 2003 2002, and 2001 consist of the . .
- ‘followmg (m thousa.nds) :

2003

2001 °

: 2002
+ | Current ' L S C
" Federal®w. $ (731,120) $ 510,109 $321,085
- Foreign R 8284 | (3.205) 3,355
. State® " 23,396 43788 . 53,565
 Total @ (699,449) 550,602 378,005
Deferred - net . . _ 1,307,092 (233,532) 110,944
.- Investment tax credit T o S
. adjustments - net (27,644) - (23,132) (23,192)

Recorded income tax expense $ 579,099 $ 293,938 $465,757

"(a) The actual cash taxes paid /(received) were $188,709 in 2003, $57,856 in 2002, and

* ($113,466) in 2001, Entergy Louisiana’s mark-to-market tax accounting election
ngmﬁcun:ly reduced taxes pazd in 2001 and 2002, In 2001, Entergy Louisiana
. nged its method of g for tax purposes related to the contract to
pun:hase power from the Vidalm project (the contract is discussed in Note 9 to the
d financial st ts). The new tax accounti thod has provided a
" cumulative cash ﬂow benefit of approximately $805 million through 2003, which is
upected to reverse in the years 2005 through 2031. The election did not reduce book

income tax expense. The timing of the reversal of this benefit depends on several
. variables, including the price of power. Approximately half of the consolidated cash
- flow benefit of the election occurred in 2001 and the remainder occurred in 2002.

" Total mcome taxes differ from the amounts computed by

" applying the statutory . income tax rate to income before
',,taxes "The reasons for the differences for the years 2003
L. 2002 a.nd 2001 are (m thousands) :

2003 2002 2001
$535,663 $320,954 $425,602

resulung from: -
- State income taxes net of . —
federal income tax effect 54,024 - 44,835 45,124
- Regulatory differences- . ) N .
utility plant items | 52,638 ., 20,774 11,890
Amortization of investment A o
tax credits , (24,364) ' (22,294) (22,488)
' Flow-through/permanent ’ ) o -
" differences © - . (30,221) (38,197) (20,698)
. us. ta.xonforexgnincome' 7,888 - (28,416) 21,422
.. Other - net , ' (15.629) (12,718) . 4,815
" . Total income taxes " $579,009 $203,938 $465757
" 37.9%

Effective income tax rate 32.1% - 38.3% .
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: ngmﬁcant components of net deferred’ and noncurrent
* accrued tax liabilities as of Deoember 31, 2003 and 2002 are . : : :
. S _ ‘Entergy Corporatlon has in place a 364-day bank credit
t - faclhty with a borrowmg capamty of $1 45 bﬂhon none of
" which was outstanding as of Deoember 31, 2003 The " o
commitment fee for this facility 1s currently 0. 20% of the -

as follows (1n thousands)

2003 . 2002

Accr_ued Tax Liabllities: -

' Net regulatory liabilities $(1 o072 898) $(1 085 287) -
Plant-related basis differences  (3,574,593)  (3,064,130) . -
Power purchase agreements - . (p45,495)  (866,976)
Nuclear decommxssxonlng © (624,429) . (237,944)

" Other - . U - (379,875) (406,703)

. fTotal - . - -+ (8,597,290) - (5.661,040)
Deferred Tax Assets: : i ’ ’
Aocumulated deferred investment . N

" taxeredit o 141,723 . - 151930 -
Capitalloss carryforwards - .~ - 92428 ° - 68378
Net opex-atmg loss carryforwards » ,129 122 " 23, 086
Sale and leaseback . 223134 - ' . 232,228
Unbilled/deferred Tevenues S : . 18,983 Lo 309,346

" Pension-related items 204,083 . 130,058
) Reserve for regulatory adjustments . 138,933 7 103,843 -
Customer deposits - 108591 58,165
Nuclear decommxssioning 377,052 - 104,555
Other . - . © - "7 399,080 - - 220,555 .
Valuation a.llowa.nce ' ' - (39,210) v(36,372) S
Total - . - - - 1,794,814 - 1,383,772
Net deferred and noncurrent . . P
: _84.802.476) spi.'zﬁv.zesj_

- accrued tax liability

At December 31 2003 Entergy had $192 Imlhon in net
-~ realized federal capltal loss carryforwards that will expire .
as follows: $12 million in 2006, $163 mﬂhon in 2007 and -
-$17 million in 2008.

At December 31, 2003, Entergy had state net operatmg ,

loss carryforwards of $1.9 billion, pnmanly resulting from

Entergy Louisiana’s mark~to-market tax election If the-
state net operating loss carryforwards are not utihzed they

. will expire in the years 2010 through 2016.
The 2003 and 2002 valuation allowanc% .are prov1ded :

" - against UK capital loss and UK net operatmg loss am'yfor- -

wards, which can be utilized against future UK taxable income, - . -
cnbeu Y UK e e -._standmgborrowmgfromthemoneypoolwas$1471m11hon

N " Th b tsta.ndm 1 rnal
At December 31, 2003, Entergy had $9.8 milhon of.' : ere were no borrowings ou g from exte

" indefinitel ted undistributed earnings f -
celintiey reinves undistribu ¢ gs rom sub " . long-term ﬁnancmg arrangementsmNotestothe consol-, :

idated financial statements. : .
Entergy . .Arkansas, Entergy Lomsxana,'and Entergy
Mlssxss1pp1 each have 364-day credlt facmtxes avmlable .

For UK tax purposes, these m.rryforwards do not expire.

81d1a.ry companies outside the us.. Upon dxstrxbutxon of
these earnings in the form of dividends or otherwise, -
Entergy could be subject to Us. income taxes (subject to -
foreign tax credits) and withholding - taxes payable to‘_

vanous forexgn oountnes

_NOTES TO CONSOLIDATED FINANCIAL s-mmm::ms continued

NOTE 4. LINES OF CREDIT AND RELATED
SHORT-TERM BORROWINGS '

hne amount Commitment fees and interest rates on loans

under the credit famhty can fluctuate’ dependmg on the ‘ _"

senior debt ratmgs of the domestlc utxhty companies. :

) Although the Entergy Corporatxon credit facility explres ‘ g

©in May 2004, Entergy has the dlscretxona.ry option to

] ‘extend the penod to repay the amount then outstandmg for - .

‘an additional 364-day term. Because of this option, which
'Entergy intends to exercise if it does not renew the credit -
.line or obtam an alternative source of financing, the credit o

- lme is reflected in long-term debt ‘on the balance - sheet.
: ,Enterg'y Corporatlons famhty reqmres it to maintain a con- -

solidated debt ratio of 65% or less ‘of its total wpxtahzahon. .

" and maintain an interest ooverage ratioof 2 to 1. If Entergy .

- fails to meet these limits, or if Entergy or the: domestlc o
utility companies default on ‘other indebtedness or-are in: N
bankruptey . or msolvency prooeedmgs, an awelerauon of -

the facility’s matunty date may occur,

B - The short-term borrowmgs of Entergy’s subsxdxarxes are -
- limited to amounts authorized by the SEC. The current

limits authorized are effective through November 30, 2004.

Also, under the SEC order authonzmg the short-term bor- .
' rowmg limits, the domestic utlhty oompa.mes and System
Energy cannot incur new short-term indebtedness if the -

1ssuer 's common equity would compnse less than 30% of its

caplta.l In addition to borrowing from ‘commercial’ ba.nks '
Entergy's subsxchanes are authorized to’ borrow from the . .
- Entergy. System Money Pool (money pool) 'I'he money pool .

" is an inter-company borrowmg arrangement de51gned to

- reduce Entergys subsidiaries’ dependenoe on extemal: .

short-term borrowmgs Borrowmgs from the money pool

. a.nd extemal borrowmgs oombmed may not exceed the SEC . R

authorized limits. ‘As of December 31, 2003 Entergy’s

- subsidiaries’ authonzed lumt ‘was $1.6 blllxon and the out- n

sources. There is further dlscussxon of commitments for

as follows
, o 'Exbiratlon . -Amountof  Amount Drawn as
Company . - " ‘Date - ° Facility - ofDec. 31,2003
" Entergy Arkansas . April 2004 - * $63 million L =
- Entergy Louisiana - May 2004 $15milhon‘.- P -
Entergy stsxssippi May 2004 ' $25 million o ' -

o The facxlmes have vanable mterest rates and the average ‘
. comnntment fee is 0. 14% ' ' :

ceem Ao
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NOTE 5. LONG- TERM DEBT

" Entergy Corporation .

Lt

‘Maturity Date’

_Long-term debt as of December 31, 2003 and 2002 cons1sted of (m thousa.nds)

2002 °

115000 -

20,000

Mortgage Bonds: S : R o
1 6.25% Series - Entergy Mississippt - - February 2003 $ - $. 70,000

" 7.75% Series _ Entergy Mississippi "~ -February 2003 - © 120,000
6.75% Series’ ".Entergy Gulf States 7 .March 2003 | - 33,000 .

" .7.72% Series < _-Entergy Arkansas March 2003 - 100,000 -
'8.5% Series . - ..Entergy Louisiana ", June 2003 - 150,000
Libor + 1.2% Series ' Entergy Gulf States ..+ - June 2003 _ - - 260,000 °
6.0% Series . Entergy Arkansas -+, October 2003 - © .155,000
6.625% Series . .Entergy Mississippi November 20038 - - 65,000 -

- 6.65% Series .’ .- Entergy New Orleans ‘March 2004 - 30,000 -
8.25% Series . Entergy Gulf States " April 2004 292,000 202,000

_ 6.2% Series - .Entergy Mississippi May 2004 75,000 . 75,000

- . Libor + 0.65% Series .- Entergy Mississippi May 2004 - e " 50,000

" .8.25% Series . © Entergy Mississippi July 2004 - . 25,000

- Libor + 1.3% Series = ' Entergy Gulf States . September~2004 - 300,000

" 6.125% Series’ _Entergy Arkansas - July 2005 100,000 100,000

" 8.125% Series - . Entergy New Orleans _ . July 2005 - 30,000 . 30,000

~ 6.65% Series | :. Entergy Arkansas . “August 2005 . -

'8.77% Series . -. ;" Entergy Gulf States August 2005 . ' 98,000 . 98,000
8.0% Series - : . Entergy New Orleans - ‘March 2006 s = © 40,000

, -L1bor+090% Series " Entergy Gulf States - - June 2007 : © 275,000 - =
7.5% Series - Entergy Arkansas - - . ‘August 2007 . ST = 100,000
" 4.875% Series - System Energy - “October ‘2007 © - 70,000 . ' 70,000 -

. 5.2% Series Entergy Gulf States - December. 2007 .- 200,000 .. 200,000 -

" 8.5% Series Entergy Louisiana .. . March 2008 . - -. 115,000 -115,000
4.35% Series” . ~Entergy Mississippi ~ . - " April 2008 - 100,000 - C -

-+ 6.45% Series - Entergy Mississippi  ° April 2008 . - 80,000 . 80,000 -
3.6% Series - . Entergy Gulf States - .. June 2008 325,000 -
7.0% Series " Entergy New Orleans - ..o, -July 2008 . = © 30,000
3.875% Series " Entergy New Orleans - <. " August ‘2008 . " .30,000 L =

_ 6.0% Series | "Entergy Gulf States ' " December 2012 . 140,000 140,000
5.15% Series - " Entergy Mississippi February 2013 . 100,000 B
' 5.25% Series .. Entergy New Orleans © " August 2013 | 70,000 ° -

- 5.25% Series - Entergy Gulf States . August 2015 . _ 200,000 -

© 8.75% Series = .- Entergy New Orleans - -, October -2017 - 25,000 25,000
5.4% Series - .Entergy Arkansas May 2018 . '"150,000 . -

- 4.95% Series Entergy Mississippi * "June 2018 95,000 - -

_'5.0% Series’ 'Entergy Arkansas . July 2018 115,000 - o -

- 8.949% Series Entergy Gulf States - January 2022 - . - 150,000

. 8.0% Series ' Entergy New Orleans ' March 2023 .- 45,000 - 45,000

7.7% Series - Entergy Mississippi . ‘ “July 2023 . 60,000 60,000 "
- ."7.55% Series - ' Entergy New Orleans . ‘,'September'2023 o .-, 30,000° 30,000

- 77.0% Series . Entergy Arkansas - October 2023 . 175,000 175,000 .-’
8.7% Series . - Entergy Gulf States _- April 2024 ° = .. 294,950

. 6.7% Series _Entergy Arkansas '’ . April 2032 100,000. .~ ' 100,000
7.6% Series . Entergy Louisiana : ._‘Ap’riI 2032 . 150,000 . -- 150,000
6.0% Series ~ - Entergy Arkansas ‘November 2032 . - 100,000 * . 100,000

~ 6.0% Series. - - - Entergy Mississippi November.2032 - 75,000 - 75,000
7.25% Series . " . -Entergy Mississippi " December 2032 . ~-7100,000 100,000 .
5.9% Series ' ' - Entergy Arkansas . June 2033 ° . . 100,000 : .-
6.2% Series’ - Entergy Gulf States . _July 2033 . - "7 240,000 ° : .=

Total mortgage bonds . B S $3 860,000 $4,147,950

. Govemmenta.l Bonds®: - ] . Matunty Date " 2003 2002
: 5.45% Series . ~  Calcasieu Parish - Louisiana 2010 -.§ 22,095 . "$ 22,100.

6.75% Series - . Calcasieu Parish - Louisiana . = - 2012 48,285 - . 48,280
6.7% Series .- Pointe Coupee Parish - Lomsuma - .2013. - 17,450 17,450

5.7% Series * Iverville Parish - Louisiana " | - . 2014 -21,600 21,600

7.7% Series West Feliciana Parish - Louisiana "~ *." - ‘2014 . - - 94,000 94,000

5.8% Series . . -+ -West Feliciana Parish - Louisiana . :- - 2015 28,400 - 28,400.

.7.0% Series | .. . . .  West Feliciana Parish - Louisiana - . - . . 2015 .~ 39,000 .39,000

' 7.5% Series .- - West Feliciana Parish - Louisiana .- "~ 2015 " 41,600 41,600
-9.0% Series - - ' West Feliciana Parish - Louisiana .. - - - 7’2015 . '45,000 - '45,000

" 5.8% Series * West Feliciana Parish - Louisiana . - - . -: 2016 .

20,000 .
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Governmental Bonds®continued: Maturlty Date ST 2003 - ' - 2002

24,000 .

R s BT

P

6.3% Series Pope County - Arkansas 2016 . % 19,500 . $ - 19,500
.~ 5.6% Series © Jefferson County - Arkansas - 2017 ' 45,500 . 45,500

" 6.3% Series ‘Jefferson County - Arkansas 2018 79,200 ...9,200 - .
_6.3% Series Pope County -‘Arkansas =~ .~ = .. 2020 . . 120,000 : 120,000 -
6.25% Series Independence County - Arkansas . 2021 - 45,000 " -45,000
7.5% Series - _ St. Charles Parish - Louisiana =~ L2021 ":. 50,000 . 50,000 ° -
5.875% Series " Mississippi Business Finance Corp. . 2022 | 216,000 - 216,000 -
5.9% Series " Mississippi Business Finance Corp . 2022 102,975 . 102,975
7.0% Series Warren County - Mississippi 2022 . 8,095 . 8,095
"7.0% Series Washington County - Mississippi 2022 7,935 7,935
7.0% Series St. Charles Parish - Louisiana - . 2022 24,000
7.05% Series St. Charles Parish - Louisiana . ‘2022 20,000 . . 20,000 .
Auction Rate ~ - Independence City - Mississippi - 2022 - 80,000 .. - " 30,000 -
5.95% Series St. Charles Parish - Louisiana - - 2023 . 25,000 .. 25,000
6.2% Series o St. Charles Parish - Louisiana ©'2023- .- 33,000 *: 83,000
6.875% Series .. St. Charles Parish - Louisiana . 2024 -.- . 20,400 . 20,400
6.375% Series ' St. Charles Parish - Louisiana 2025° .+ .16,770 16,770 | - .
7.3% Series " Claiborne County - Mississippi . 2025 - m625 . 7,825
6.2% Series Claiborne County - Mississippi .- 2028 90,000 . 90,000 ; . .
- 5.05% Series . Pope County - Arkansag ®". - . 2028 - 47,000 .- ' 47,000 - .
5.65% Series . West Feliciana Parish - Lomsxana @ 2028 . 62,000 - - 62,000
6.6% Series West Feliciana Parish - Inui;xana . 2028 - 40,000 40,000
5.35% Series St. Charles Parish'- Louisiana @ . - - 2029 e = 110 950
Auction Rate St. Charles Parish - Louisiana . 2030 - 80,000 b - 60,000 -
4.9% Series St. Charles Pansh Lomsla.na o - " 2030 55,000 ‘55,000 - :

Total governmental bonds - - $1 532,430 81 643 380

OtherLong-’narmDebt L ' ’ L 2003 - . . 2002
Note Payable to NYPA, non-interest bearmg, 4.8% implicit rate R $ 514,708 .. $ 683,840
Bank Credit Facility (Entergy Corporation and Subsidiaries, Note 4) . TN o= o~ bB35,000
Bank Term Loan, Entergy Corporation; avg rate 2.98%,due2005 . . .° . : - ° 60,000 - ° - .60,000 -
Bank Term Loan, Entergy Corporation, avg rate 3.08%, due 2008 - - R - 85,000 . T =
6.17% Notes due March 2008, Entergy Corporation . .- ... .. w2000 . : o=
6.23% Notes due March 2008, Entergy Corporation -~~~ -~~~ .~ . = . 15000 . | L e
6.13% Notes due September 2008, Entergy Corporation - . . .. . 150,000 R
7.75% Notes due December 2009, Entergy Corporation - - . o e s . 287,000 .« . 267,000
6.58% Notes due May 2010, Entergy Corporation . - ' LTy e T o ms0000 . - =

. 6.9% Notes due November 2010, Entergy Corporation AP 140000 0 o = L
7.06% Notes due March 2011, EntergyCorporation S : g--: " 88,000 - . - <
Long-term DOE Obligation ®° L T 154,409 0. .0 ‘152,804
Waterford 3 Lease Obhgatxon, 7.45% (Entergy Corporatxon and Subsidxa.ries, Note 10) ©.'262,5634 ¢ C . ..297,950
Grand Gulf Lease Obligation, 7.02% (Entergy Corporatxon and Subsmxanes Note 10) . 403,468 .. : 414,843
Unamortized Premium and Discount - Net - o L R (11 853) .. - - (13, 741)

' Top of Iowa Wind Project Debt, avg rate 3.15% due 2003 ° ’ - - o 79,020 . .
8.5% Junior Subordinated Deferrable Interest Debentures, Due 2045 - Entergy Arka.nsas X 61 856 .. .. 61,858 -

- 8.75% Junior Subordinated Deferrable Interest Debentures, Due 2046 - Entergy Gulf States . 87,629 . . - 87629 -
9.0% Junior Subordinated Deferrable Interest Debentures Due 2045 - Entergy Louism.na © 2,185 0 - . . 72,165 -
Other ) - 99668 . - 10464 ..

Total Long-Term Debt S S T $7,847,312 . . $8,499,969
Less Amount Due Within One Year S - L L Tl 524,372 . 1,191,320
- Long-Term Debt Excluding Amount Due Withln One Year : ) - $7,322,840 © .- $7,308,649
: Fair Value of Long-Term Debt ® - : $7,113,740 - $7.546.996

(a) Consists of pollution control revenue bonds and environmental revenue bonds, certain series of which are ncumd by non-interest bearing first mortgage bonds.
(b) The bonds are subject to mandatory tender for purchase from the holders at 100% of the prmapal ding on September 1, 2005 and can then be remarketed.
{c) The bonds are subject to mandatory tender for purchase from the holders at 100% of the principal t out ding on Sep r 1, 2004 and can then be remarketed.
* {d) The bonds had a mandatory tender date of October 1, 2003. Entergy Louumna purchased the bonds from the holders. pursuant to the datory tender provisi: and has .
. not remarketed the bonds at this time. Entergy L iana used a bination of cask on hand and short-term borrowing to buy-in the bonds. )
(e) On June 1, 2002, Entergy Loumana remarketed 355 million St. Charles Parish Pollutwn Conlrol Revenue Refundmg Bonda due 2030 rnemng the inlerest rate ta 4. 9%

through May 2005.
() The bonds are subject to mandatory tender for purcha.se from the holdera at 100% of the prmapal amaunt outstandmg on June l 2005 and can then be remarkeled. . .
(g) Pursuant to the Nuclear Waste Policy Act of 1982, Entergy’s nuclear owner/li bsidiaries have contracts with the DOE for spent nuclear fuel disposal service. The -~ ~

contracts include a one-time fee for generation prior to April 7, 1983. Entergy Arkansas i is the only Entergy company | that gzneraled electnc pou:er wllh nuclear fuel pnor
to that date and includes the one-time fee, plus accrued interest, in long-term debt. :

(k) The fair ualue excludes lease obligations, long-term DOE obligations, and other long-term debt and lncludea debt due wuhm one year. It is delermmed usmg bid pnces nported by
: dealer markets and by natu.mally recognized investment bankmg ﬁrms. L .. .. L .



-ENTERGY CORPORATION AND SUBSIDIARIES 2003

- The annual long-term debt maturxtxes (excludmg leaserj
obligations) for debt outstanding as of December 31, 2003
' for the next five years are as follows (m thousands)

2004 : 2005 . 2008 ) 2007 . - .2008 )

SR A AT AR NP T VLA RS YR A

AR S

$503,215 - - $482,420 $75,808 $624,539

In November 2000 Entergys Non-Utxhty Nuclear bus1 )
" ness purchased the FxtzPatrlck and Indian Point 3 power ‘
plantsina seller-financed transaction. Entergy issued notes' :
. to New York Power Authority (NYPA) with seven annual
- installments of approxxmately $108 million oommencmg'
one year from the date of the closmg, and eight annual
installments of $20 million commencing eight years from ‘.
- the date of the closing. These notes do not have a stated "
interest rate, but have an nnphclt interest rate of 4. 8% In
" accordance with the purchase agreement with NYPA; the
- purchase of Indxan Point 2 resulted i in Entergy’s Non-Utility
" ‘Nuclear business becommg hable to NYPA for an additional -

$10 million per year for 10 years, beginning i in September

2003. This liability was recorded upon the purchase of .
Indian Point 2 in September 2001, and is mcluded in the ,

note payable to NYPA balance above. In July 2003,.a

the note payable to NYPA. Under a provision in a letter of
credit supportmg these notes, if certam of the domestic

utxhty oompanies or System Energy were to default on:. :
", other indebtedness, Entergy could be reqmred to post
. collateral to support the letter of credit. -

Covenants in the Entergy Corporatlon notes reqmre 1t to

maintain a consolidated debt ratio of 65% or less of its total E
_capitalization. If Entergy’s debt ratio exceeds this limit, or if
. Entergy or certain of the domestic utility companies default

" on other indebtedness or are in bankruptcy or insolvency
prooeedmgs, an acceleration of the notes matunty dates -
. may oceur. -

"Carx'uz. FuNDs Aonnsnsnr
Pursuant to an agreement w1th certain credxtors, Entergy, .

= Corporatlon ‘has agreed to supply System Energy with -

'sui'ﬁcxent capital to: 2
- = maintain System Energys equity capxtal at a minimum -
o of 35% of its’ total capltahzatlon (excludmg short-term

ebt)

* permit the oontmued oommerclal operatlon of Grand

Gulf 1;

.* pay in full all System Energy indebtedness for borrowed .

" money when due; and’

* enable System Energy to make payments on specmc
System Energy debt, under supp]ements to the .
agreement asmgrung System Energy’s rights in -

. the agreement as security for the specific debt. . - -

3941.825 '

NOTE 6. COMPANY-OBLIGATED RE‘DEEMABLE.

- PREFERRED SECURITIES - N
*~ Entergy implernented Fmanmal Aooountmg Standards
"Board ' (FASB) Interpretatlon No. 486, “Consohdanon of

Vanable Interest Entities” effectxve December 31, 2003.FIN -
46 requxres ex1stmg unconsohdated varlable interest
entltles to be consolidated by thelr prxmary beneﬁc1ar1es if

* the entities do not effectxvely dxsperse risks among their
. investors Variable mterest ent1t1es (VIEs), generally,
- ent1t.1es that do not have sufﬁolent equity to pernut the

entity to finance its operatxons without additional ﬁnanmal

‘ support from 1ts equity interest holders and/or the group of o
’ ieqmty interest holders are collectwely not able to exercise

control over the entity. The pnmary beneﬁc1ary is the party
that absorbs a majonty of -the. entlty‘s expected losses, -

) reoewes a majority of its expeoted residual returns, or both
-, asaresult of holdmg the vanable interest. A company may’

" have an ‘interest in a VIE through ownerslup or other
D contraotual rights or obhgatxons :

. Entergy Louisiana Capital I, Entergy Arkansas Capxtal I,
and Entergy Gulf States Capital I (Trusts) were established

. as ﬁnancmg sub51d1ar1es of Entergy Louisxana Entergy; x

_ . Arkansas a.nd Entergy Gulf States, respectively, (the parent
payment of $102 million’ was made prior to maturity on"

company or companies, collectively) for the purposes of

'issumg oommon and preferred secuntles The Trusts issued )

Cumulative Quarterly Income Preferred Securities

(Preferred Securmes) to- the public and issued common

securities to their parent compamos Proceeds from such

. issues :were: used to’ purchase Jumor subordinated -

deferrable interest debentures (Debentures) from the parent '
oompany The Debentures “held by each Trust are its only

- assets. Each Trust uses mterest payments received on the -

Debentures ‘owned by it to make cash distributions on the
Preferred Securities and common securities. The parent -
companies fully and uncondltionally guaranteed payment

- of dJstmbutlons on the Preferred Securities issued by the .
[respectxve Trusts. Prxor to the apphcatxon of FIN 46, each

parent oompany consohdated its ‘interest in its Trust. '
Because each parent oompanys share of expected losses of
its Trust is limited to its mvostment in 1ts Trust, the parent

' compames are not oonmdered the pnmary beneficiaries and -
" - therefore de-consolidated their interest in the Trusts upon

apphcatlon of FIN 46 with no mgmﬁcant impacts to the

- financial statements. The parent companies’ investment in
. the'IrustsandtheDebenturosissuedbywohparentoompany .
- are included in Other Property and Investments and Long- "

Term - Debt, respect.wely The financial statements as of
Deoember 31, 2002 have been reclassu‘ied to reflect the apph-

' mtion ofFIN 46 as of that date.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

NOTE 7. PREFERRED STOCK

~ The number of shares authonzed and outstandmg a.nd dolla.r value of preferx'ed stock for Entergy Corporatlon subs1dmr1es -

as of December 31, 2003 ‘and 2002 are presented below. Only the Entergy Gulf States series “with sinking fund” oontam

Amandatory redemptxon requlrements All other senes are redeemable at Enterg'ys optlon ($ in thousands)

", Total .

2002 - .

Shares Authorised L )
" and Outstanding " Dollar Value
.- 2003 . 2002 2003
Entergy Corporation -

"U.8. Utility Preferred Stock

Without sinking fund : : . L : L e
Entergy Arkansas, 432% 788%Series S T 1,613,500 ..1,613,500 * $116,350 1$116,350 - -
Entergy Gulf States, 4.20% - 7.56% Series © . .a73,.268 473,268 47,327 " 47,327
Entergy Louisiana, 4.16%-8.00% Serles ~ ~ ~ ~ - . 2,115,000 2,115,000 100500 *° ' 100,500 . -

_ Entergy Mississippi, 4.36% - 8.36% Series” . - . .503,807 ' 503,807 50,381 " 50,831
Entergy New Orleans, 4.36% - 5.56% Series Lo .. 1p7.798” 197,798 19,780 - 19,780 -
Total without sinking fund- . .. =~ - = - . 4,903,373 4,903,373 $334,337 . $334,337 ©

With sinking fund: _ - A T - e K
Entergy Gulf States, Adjustable Rate 7.0%® S~ . * " 208519 ' 243,269. $ 20,852 $ 24,327 .
Total with sinking fund . . T 208519 " 243,269 $ 20,852 $ 24,327

Fair Value of Preferred Stock with sinking fund® N :

$ 20,792

Totals may not foot due to rounding. .
(a)Repn.’sents weighted-average annualized rate for 2003.

$ 15,354

. (b)Fair values were determined using bid prices reported by dealer markets and b_y nahonally recogmzed mveslment bankmg f rms.

-There is additional disclosure of fair value of financial mstruments m Note 15 to the consohdaled financial statements

All outstandmg preferred stock is cumulative. -

Cha.nges in the prsfenfed' stosk of Enfergy dtiring the past three years _\at;'ere:"

Number of Shares .

L 2003 ~ 2002 .. 2001 "

) Preferred Stock Reurements : ’ : '
Entergy Gulf States : . L . .
$100 par value LT @asoo) (18579)  (49,237)
$100 par value -~ - B - 2 . (350,000)

" Entergy Gulf States has annual sinking fund reﬁuiremenis of $345m11110n ;(.hxbugh 2008 for its preferréd stock outstanding. - o

. NOTE 8. COMMON EQUITY

CoMMON STOCK -
Treasury Stock

"I'reasury stock act1v1ty for Entergy for 2003 and 2002 ($ in thousands)

2003'

: PP 2002 -
. " Treasury Shares . . Cost " Treasury Shares “Cost

. Begmning Balance, January 1 ’ R 25,752,410 - - § 747,331 27,441,384 - S 758,820 - -

Repurchases o .- 155,000 - s.ias 2,885,000 118499

Issuances: ' T : ) - o ) :

* Equity OwnershiplEqmty AwardsPlans =~ . ¢ " . (6,622,095) (194 057) " (4,567,054) - (129.743);'
Directors’ Plan " -~ - . (8BT0) (257) (6.920) | (240)
. 25,752.410

Ending Balance, December 31 - - - . . - 19,276,445 -

: Entergy Corporatxon reissues treasury shares to meet the reqmrements of the Stock Plan for Outsxde Directors (Dxrectors L
" Plan), the Equity Ownexshxp Plan of Entergy Corporatxon and Subsxdxanw (Eqmty Ownershlp Pla.n) the Equity Awa.rds ”

' Plan, and certain other stock benefit pla.ns The Du‘ectors Plan awards to non-employee directors a pomon of t.helr compen- '7 ‘
satlon in the form of a fixed number of shares of Entergy Corporatxon common stock

T $ 561,152

-8 747.331 e
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«

’_’Equlty Compensatlon Plan Information

Entergy has two plans that grant stock optxons, eqmty

- .awards, and mcentlve awards to key employees of the“':
" Entergy subs1d1ar1es The Equity Ownership Plan- is a
- shareholder-approved stock-based compensatxon plan. The
Equity Awards Plan is a Board-approved ‘stock- based com- -
pensatlon plan Stock optlons are granted at exercise prices .
. not less than market value on the date of grant. The maJonty -
~of optlons granted in 2003, 2002, and 2001 will become

exercisable in equal amounts on each of the ﬁrst three

’ -anniversaries of the date of grant Optxons expu'e ten years"‘ -
.- after the date of the grant if they are not exercised.

Beglnmng in 2001, Entergy began grantmg most of the i

_ equity awards and incentwe awards earned under its stock
;. benefit plans in the form of performance units, which are -

equal to the cash va.lue of shares of Entergy Corporatlon

common stock at the t1me of payment In addxtlon to the ) T

- awards gwen exther as’ oompany stock or performance
- "xumts are charged to income over the penod of the grant or
restrlcted pemod ‘as appropnate In 2003, 2002 and 2001, . '

- $45 Imlhon, $28 m11110n, and $14 mllhon respectlvely, was : :
. charged to compensatxon expense '
. Entergy was assisted by external valuation ﬁrms to deter- T

mme the fair value of the stock optxon grants made in 2003 s T
E 'I'he fair value apphed to the 2003 grants was an average of -

- two fu'ms optlon valuatxons, which included ad]ustments . '_ )
. for factors such as lack of marketablhty, stock retention
) -requu'ements and regulatory restrictions on exerclsablhty‘ i .‘f
" --In 2002 and 2001, the fair valte of each option grant was T .

" estimated on the date of grant using the Black-Scholes =~ -
’optlon-pncmg model, “without any such adJustrnents The ' |
stock option welghted-average assumptlons used in deter- )

. mimng the fa.lr values were as follows ' -

'Optlons Outstandlng

. potential for equivalent share apprec1atxon or deprecxatxon, L : ' 2003 2002 ~_ 2001 .. .7
- performance units will earn the cash ‘equivalent of the " - Stock price Volatillty LT R63% . 27.2% L 26.3%
" dividends paid during the performance penod applicable to .~ Exr’ec"ed term in years o e 80 . 8O
. each plan The amount of performance units awarded will . T'P‘mk'ﬁee Interestrate . . .. .. 33% . 42% - 4 9%,
. .- Dividend yield . - . -~ . - . 3.3% - 3.2% . 34% .
not reduce the amount of securlties remaxmng under the’ _"vaidendpayment Lo si40 - $182.. - $1.26 -
. current authonzatxons The costs of eqmty and mcentwe - - — : -
Stock option transactions are summarized as follows:
. 2003 : S 8002 - .. > .. " gpof
" Number. . . Average - Number ° -~ ° Average - . . Number - Average
: . of Options - Exercise Price of Options = Exercise Price of Options  Exercise Price
v Beginning-of-yearbalanee 19,843,114 - - . $3585 . 17,316,816 - ~~ ~$31.06 -. 11,468,316 .  $2552
" Options granted ., 2836236 . 4498 . 8,168,025 - . i .. 4172 8,602,300 . . . 86.96. .°
Options exercised " (6.927000)° ' 3312 - _ (4877,688) . . - ,'2v8:62"_',  (2407783) . 2585 .
_ " Options forfeited - (522,67) - . - 40988 . (864,039) . ' 3636 - (346017) ' - " 3035 -
' " End-of-year balance 15429383 - . $38.64 - 10,943,114 . $3585 - 17,316,816 - - $31.06- |
" Options exercisable at year-end 6,153,043 - $3482 . - 4837511 - - = $31.39 2923452 . © - $27.35 e
Weighted-averagefairvalue l_-A L . e SR A ST
ofoptlonsattimeofgrant e 3686' e $92-2‘ e e 3814

- The followmg ta.ble summanzes informatxon about stock optxons outstandlng as of December 31 2003

Optlons Exercisnble

C Lo A R Welghted- . 7 7. - Number’ ; . N
Bange of | .- e U I T of ‘ Average Remalning .. Welghted-'Average : '_}‘.Exercisable o Welghted-Average' o
. Exercise Prices B ‘ 5 12/81/2003 Contractual Life-Years " Exercise Price at 12/31/03 - ° - Exercise Price -
'$18-$30.09 | 2,310,500 59 ... $2635_. - 2288750 - - - $26.30
'$31-$42.90 © 10,286,108 . o7 0 ¢ ‘g39.65- - 2048780 - $36.82,
- $43 - $55.99 2,832,775 88 | " 'sas02 ‘1845513 . ' - 84304 5 .
' $18-$55.99 15,429,383 . 7.8 . . .- - $3864 6,153043. - - . -$3482 . ... -

.
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- ENTERGY CORP‘ORATION-,‘AND- SUBSIDIARIES 2008

"RETAINED Emmmos AND vamr:nm
RESTRICTIONS , - .

. Provisions within the Artxcles ‘of Incorporatlon or pertment'
indentures and various other agreements relating to the h
long-term debt and preferred stock of certain of Entergy :
Corporatlons subsidiaries ‘restrict the payment of cash
dividends or other distributions on their common and pre-.
ferred stock As of December 31, 2003, Entergy Arkansas |

" and Entergy Mississippi had restricted ‘retained earnings )

unavailable -for' distribution to Entergy Corporatlon -of

$309.4 million and $41.9 million, respectively. Addltlonally,v
PUHCA prohibxts Entergy Corporatxons subsidiaries from
" making loans or advances to Entergy Corporatxon In 2003,

) Entergy Corporation received dmdend payments tota.hng -

$425 million from subsxdxanes

_ Investments in affiliates that- .are not  controlled by St

Entergy Corporatmn, but over which it has slgmﬁcant ,‘

- »mﬂuenoe are aooounted for- usmg the eqmty method

' Entergys retamed earnings include undxstnbuted earmngs e
of equity method investees of $472 0 million in 2003 and -

. . $304.1 million in 2002. Equity method investments are dis- -’
. cussed in Note 13 to the consohdated fumncxa.l statements :

. NOTE 9. COMMITMENT‘S ami CONTINGENCIES L
' Entergy is involved i in a number of legal, tax, and regulatory
proceedings before various oourts regulabory commissions,
‘and governmental agencies in the ordinary course of its
busmess While management is unable to predict the outoome -
of such prooeedmgs, management does ‘not beheve that the o
ultimate resolution of these’ atters’ will have a matenal
adverse effect on Entergy's results of operatxons, cash flows N

or financial condition.

< SALES WARRANTIES AND Inm-:mm'rms . - o
“In the Sa.ltend sa.les transaction discussed further m -
Note 14 to the consohdated financial statements Entergy o
.. or 1ts subsidiaries made certain warrantles to0 the’ pur- .-

chasers relating pnmanly to the performanee of certain

remedial work on the facility and the assumptlon of respon-
- sibility for certain contingent liabilities. Entergy believes .
that it has provxded adequately for the warra.ntxes as ofr

December 31, 2003

VmAmA Puncxmsr:n Powsn AGRBEMENT

.Entergy Loulslana has an agreement extendmg through
" the year 2031 to purchase energy generated by a hydro-

~ electric facility known as the Vidalia. pro_]ect Entergy S
o reactors and owns the shutdown IndlanPomtlreactor(lo% .

<.of Gra.nd Gulf 1 is owned by a non-affiliated company which -
. would shareon a proTata bams inany retrospectwe prexmum .
assessment under the Pnce-Anderson Act) ' :

Louisiana made payments under the contract of approxi-

mately $112.6 million in 2003, $104 2 mllhon in 2002,
" and $86.0 million in 2001. If the maximum percentage

(94%) of the energy is made avallable ‘to Entergy

' NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued

" estimated payments of approximately $116.5 million in -
‘2004, and -a total of $3.6 billion for the years 2005
; through 2031 Entergy Loulslana currently recovers the’

- costs of the purchased energy through its fuel adJustment S
p clause In an LPSG—approved settlement related to tax - -
dbeneﬁts from the tax treatment of the Vidalia contract )

" Entergy Louisiana agreed to credit rates by $11 million

each year for ‘up to ten years beginning in October 2002. -

R NUCLEAB INSURANCE

Third Party Llablllty Insurance

. The Price-Anderson Act provides insurance for the pubhc in
" the event ofa nuclear power plant accident. The costs of this
' msurance are borne by the nuclear . power industry ..
. " Originally passed by Congress in 1957 and most recently'.

amended in 1988, the Price-Anderson Act reqmres nuclear

power plants to show evidence of financial protectxon inthe -

- event of a nuclear aomdent 'I'lus protectxon must consist of . .
" two levels: ’ ‘
. 1. The primary level is pnvate insurance underwntten by

- American Nuclear Insurers and provides hablhty

__insurance coverage of $300 million. If this amount is .
- not sufficient to cover clmms arising from the accxdent

the second level, Seoondary Fmancxal Protectlon apphes. o

" An industry-wide aggregate lumtatlon of $300 million

. e:nsts for domestically- sponsored terronst acts There is
" no limitation for foreign-sponsored terrorist acts.

"2, Within the Secondary Financial Protection level each

nuclear plant must pay a retrospective prermum equal . )
" toits proportlonate sha.re of the loss in excess of the
Ipnmary level, up toa maximum of $100.6 million per

. reactor per incident. This consists of a $95.8 million

maxlmum retrospectlve premium plus a five pereent

". surcharge that may be applied, if needed at a rate that -

‘is presently set at $10 million per year per nuclear

i power reactor. There are no domestlcally- or forelgn- - ' o
. sponsored terronsm limitations. ‘ : :

. Currently, 105 nuclear reactors are pa.rtlc1pat1ng in the

'_Secondary Fmanclal Protection progra.m - 103 operating .
_reactors and- two closed units that still store used nuclear.
. fuel on site. The product of the maximum retrospective . - -
- 'prer'nium'assessment to the nuclear power industry. and the
. number of nuclear power reactors provides over $10 billion - T
" “'in insurance coverage to compensate the pubhc in the event L
 of a nuclear power reactor accident. o

* Entergy owns and operates ten of the nuclear power s

' Louisiana, current productxon p!‘Q]eCtiOIlS would require,,, _' :



' Property Insurance - 4
. Entergy‘s nuclea.r ownerlhcensee subsnd:anw are members of i
- certain mutual insurande compames that provxde property .. Q

Tw anary Layer (per plant) - $500 million per occurrence

. Deductxbles

ST AL ARSI 033 B g dei e AT

‘An add1t10na1 but temporary contmgent habmty ex1sts i
" for all nuclear power reactor owners because of a prev10us e
Nuclear Worker . Tort (long-term bodxly,injury caused by -
exposure to nuclear radiation while'emplcyed at a ‘nuclear_.
power plant) msurance progra.rn that was in place from{
1988 to 1998. The maxunum premxum assessment’ expo-. )

" sure to each reactor is $3 milhon and wxll only be apphed if
© - such claims exceed the program’s accumulated reserve_ :
" funds. This contingent premium assessment feature will
' explre with the Nuclear Worker Tort programs explratxon,'
' whlch is scheduled for 2008. S

da.mage coverage, including decontammatlon and premature

: decomxmssmmng expense,tothe members nuclear generatmg' S
plants. These programs are underwritten by Nuclear Electric jl
. Insura.nce Limited (NEIL) As of December 31, 2003 Entergy
was insured agamst such 16sses per the follcwmg structures .
) - Entergy nuclear plants could be subject to assessments

. should losses exceed the accumulated funds available from Lo

- NEIL. As of December 31, 2003 thema:nmmnamountsof o
; such po&mle assessments per occurrence were $77 million '
o for the Non-Utility Nuclear plants and $79 3 million for the
U.S. Utility plants. )

U.S. Urn.u'r PLANTS (ANO 1 AND 2 Gnsnn Gux.r 1. l

R:vr:n Bann, AND WATERFORD 3)

. Excess Layer (per plant) $100 million per occurrence

. Blanket Layer (shared among all pla.nts) -$1.0 bxlhon -

per occurrence . .
.Total limit - $1.8 bxlhon per occurrence

T +.$10 nulhon per occurrence Eqmpment
‘breakdown/failure =
» 32,5 mﬂhon per occurrence - Other than equjpment
brea.kdownffaﬂure ’

Note ANO 1 and 2 sha.re in the ana.ry Layer w1th one
. pohcy in common : -

‘, NcN-U'rn.rrr Nucu:sn Pmmrs (mnum Pom'r 2 AND 3, g
. Fx'rzPA'raxcx, Pn.omu. AND Vr.nnon'r YANKEE) ‘ o
' . Prxmary Layer (per plant) $500 million per occurrence o

= Blanket Layer (shared among all plants) $615 mmion
per occurrence
' Total limit - $1.115 bllllon per occurrence
Deductlbles )
"= $1.0 milhon per cccurrence Eqmpment
breakdown/fallure
» $1.0 million per occurrence (all plants except Vermont
" Yankee which i is $500 OOO) Other than eqmpment
. breakdovm/fallure

"Note Indxan Pomt 2 and 3 share in the anary Layer w1th
one pohcy 1n common. - : o

ENTERGY CORPORATION

AND SUBSIDIARIES 2003

"In addltxon, the Non-Utlhty Nuclear plants are also
', covered under NEILs Accxdental Outage Coverage program.

followmg summarizes this coverage as of Dwember 31, 2003
'- Indian Point 2 and 3, FitzPatrick, and Pilgrim
(each plant’ has an mdxvxdua.l pohcy with the
" noted para.meters) o . S
: .. $4. 5 million weekly indemmty
- K $490 mmmn maxunum mdemmty
« Deductible: 12 week wajtmg penod

l '-'- Vermont Yankee: -

s $4.0 million weekly indemmty " .
‘e '$435 rmlhcn maximum indemmty
Deductxble 12 week waitmg penod

damage and . acmdental outage insurance - programs,

Entergy mamtains property insurance for its nuclear
" units in excess of the Nuclear Regulatcry .Commission’s

- (NRC) minimum requlrement of $1.06 billion per site for _-'
_ nuclear power plant hcensees NRC regulations prov1de
.- that the proceeds of this insurance must be used, first, to
. render the reactor safe and stable, and second, to complete .- .
decontammatmn operatxons Only after proceeds are dedi-’
" cated for such use and regulatory approval is secured, RN
would" any remammg ‘proceeds be made’ ava.ilable for the * . - .
= beneﬁt of pla.nt owners or their credltors ’ et

In the . event that one or ‘more acts of domestacally-

~sponsored terronsm causes property damage under one i -
., or more or all nuclear insurance pohc1es issued by NEIL -

- (mcludmg, but not limited to, those described above) within
12 months frorn the date the first property damage occurs,

_ ' the maximum recovery under all such nuclear insurance ...

* policies shall be an aggregate of $3 24 billion plus theaddi- -

. tional amounts recovered for such losses from reinsurance, - . -

. mdemmty, and any other sources apphcable to such losses.
“fThere is no aggregate lim1t involvmg one or more acts of N

fforelgn-sponsored terronsm

' "l'lus coverage prov1des certam fixed- mdemmtles in the -
: event of an unplanned outage that results from a covered
" NEIL property damage loss, subJect to a deductible. The

Entergy’s US Utllxty nuclear plants have mgmﬁcantly ‘
less or no acmdenta.l outage coverage Under the property',
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'~ NOTES TO CONSOLIDATED Flﬁsncmi{srA‘rEMEN‘rsco‘nt'mqéd',j "

' s_Nucu:An DECOMMISSIONING' Cos'rs o
'SFAS 143, "Accountmg for Asset Retxrement Obhgatxons o
- which was unplemented effective January 1, 2003, reqmres
“the recordmg of habmtles for all legal obhgatxons assoczated L
with the retirement of long-hved assets that result from the
" normal operatxon of those assets. For Entergy, these asset o
’lretu'ement obhgatlons consist of 1ts habmty for decommxs .

' “smmng its nuclear power pla.nts ’ N o :
These ha.blhtxes are recorded at their fmr va.lues (whmh is‘ ER

. - the present values of the estimated future cash outﬂows) in -

- the period in wluch theya.reincurred withan awompanymgv :
) 'Vaddmon to the recorded cost of the long-hved asset. The .
asset retu'ement obhgatmn is accreted each yea.r through a ’
_charge to expense to reflect the time value of money for tlus' o

- present value obhgatlon The amounts added to the carrying
o Va.mounts of the long-hved assets will be deprecxated over the .
" useful lives of the assets. The net effect of unplementmg

. this standard for the rate-regulated business of the domestlc
o ‘utility compa.nies and System Energy was_recorded . as a
- regulatory asset, ‘with no resultmg impact on Entergy’s net

* “income. Entergy recorded these regulatory assets because

N 'ex1st1ng rate mecha.msms in each jurxsdlctxon are based on -
" the prmc1ple that Entergy will recover all ultimate costs of T

deoommissxomng from customers. -

"Assets and habxhtzes mcreased approxzmately $1 1 bﬂhon .
. _for the doxnestxc utlhty compames and System Energy as a -
o result of recordmg the asset retlrement obhgatlons at their. © -

-~ fair values of $1.1. b11hon as deterrmned under SFAS 143,°
L increasmg utility plant by $287 mllllon reducmg accumu- o

"lated depreciation by $361° mﬂhon and’ recordmg the -
L '_related regulatory assets of $422 million. The implementation . -

of SFAS 143 for the portxon of vaer Bend not ‘subject to

X cost—based ratemakxng decreased ¢ earmngs by approxxmately o
%21 mxllxon net-of-tax ($0.09 per share) as a result of aone-
' time cumulative effect of accountmg change. In aecorda.nce -
" with ratemakmg treatment and as required by SFAS 71 the 2
2 depreclatxon prov1S1ons for the domestlc utility compa.mes
: fand System Energy mclude a component for removal costs o
h that are not asset retirement obhgations under SFAS 143, Lo
* !’ In accordance with regulatory accounting prmcxples o
~ Entergy has recorded a regulatory asset for certain of its
domestic utillty compames and System Energy of approxl A
' mately $72 4 million as of December 31, 2003 and approxi- -
_mately $79.6 million &s of December 31, 2002 to reflect an
~ ‘estimate of incurred but uncollected remova.l costs prewous-
ly recorded as a component of accumulated deprecxatlon o
" The decomxmssmmng and retlrement cost habxhty for cer-
" tain of the domestic utility companies and System Energy
includes a regulatory liability of approx1mately $26.8 million T
‘as of December 31, 2003 and’ apprommately $25.5 million "
-‘as of December 31, 2002 répresenting an estimate of collected * -
" but not yet incurred remova.l costs. For the’ Non-Utxhty g
. Nuclear busmess the 1mplementat10n of SFAS 143 resulted E

in a decrease in liabilities of approxunately $595 mxlhon due

to neductlons in deoomm1ssxomng habihties a decrease m

' $2,090.3 $ (16.2) - $152.2 v, $11.8 . S2.214.5

. ,In addltxon, an msxgmﬁcant amount of removal costs

o assoclated with non-nuclear power plants are also included
in the decomm1ssxomng line item on the’ balance sheet B

- Entergy perxodlcally reviews and updates estimated decom- N

. xmsswmng costs The actual’ deconumssiomng costs may

-vary’ from the estlmates because of regulatory require-

ments, changes in technology, a.nd lncreased costs of labor. )

" materials, and equipment. , : .

If Entergy had apphed SFAS 143 dunng pmor penods

the followmg nnpacts would ha.ve resulted

) For the years ended December 31 - 2002 ‘.2001 o

For the Indxan Pomt 3 and FltzPatmck plants purchased

"in 2000, NYPA retained the decommissioning trusts and =
> the decomxmssmning habmty NYPA and Entergy executed e
fldecomrmssxonmg agreements, which specify their decom-. -
nussxoning obligations. NYPA has the rxght to requmaf

" Ligbilities f s ‘uablllﬁcs'

' assets of approxunately $340 m11110n mcludmg a decrease L
'in electnc plant in service of $315 million, and an increase -

in earnlngs in the flI‘St quarter of 2003 of approxlmately .
. $155 million net-of-tax ($0.67 per share) as a result of a
- one-time cumulative effect of accounting change. ,
The cumulatwe decomnussmmng liabilities and expenses .
recorded in 2003 by Entergy were as follows (m mllhons) Coe

o oasof (FASMa3 0 . 0 aset | v
- Dec. 31,2002 - Adoption’ Accretion Spending Dec. 31, 2003
ANO1&ANOZ ' § 3107 $2210 ' $358 °$ - ...§ 5675
- RiverBend. - 2370 ° 412 - 208 - 2088
| Waterford3 - ‘¢ 1253 1794 ‘2086 . - - 3253
" GrandGuif1 - 1535 - 13720 =218 .- 38125 . -
 Pilgrim - | .4002 . (2026) 158 - 2134
‘IndianPolnt1&2 4569 . (207.3) - 199 118 . 2577 - . .
:’_,"VermontYaxxkee - 3187 ©51) - “1rw - =" 2303

.. Asset retirement obhgatlons [
" actually recorded S s2,090,269-‘ 8L 679,738 {~
*_ Pro forma effect *_ i .
* of SFAS 143 o .8 (de041) .. $ 28512
- Asset retirement obhgatxons- .. e T :
- pro forma o $2.044.228.° ° $1,708,250
'-Earnlngsappllcableto e L
", ‘common stock < < as reported ‘$ 590,360 $ 726,106
.. Pro forma effect - - T .
- of SFAS 143 © - S T % 141190 -8 9613
Earnings applicable to T R
common stock - pro forma $ 613,479 .- . $ 735,800
Baslc earmngs per average . N LT
* common share - asreported D . “s2es | same- )
. " Pro forma effect . : R . S
of SFAS143 .~ - " : ', 80.08 " .- $0.04
Baslc earningsperaverage c e N
common share -proforma = - $2. 75' - 8333
* Diluted earnings per average . - . R ..
common share - asreported‘_'w S '$264f‘ .. 'saza-
" Pro forma effect T e e
Of SFAS 143 . | 7, ..$008 . - $0.04
Diluted earnings per average S o
common share - pro forma N $2 70 . s32r .-
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) Entergy to assume the decommissmmng hablhty provxded -
o that xt assxgns the correspondmg decommlssxomng trust,

up to a specified level, to Entergy. If the deoormmssxonmg :
liability is retalned by NYPA, Entergy will perform the ..
’ decorrumssmmng of the plants at a price equal to the lesser -

- ofa pre-spemﬁed level or the amount inthe deoomxmssxomng :
* trusts. Entergy believes that the amounts available to lt
‘under either ‘scenario are sufflcxent to ‘cover.the future
~* decommissioning costs without any additional contnbu-.
tions to the trusts. ' B
" Entergy maintains decomrmssxomng trust funds that
are commxtted to meeting the costs of decommmmoning the -~

nuclear power plants The fair values of the decornxmssxomng

‘trust funds and asset retlrement obligation-related regula--
X tory assets of Entergy as .of December 31, 2003 are as -
" follows (m mﬂhons) : S

B Decommlssionlng Trust . .Regulatory
X Fair Values . . "Assets
'ANO1& ANO 2 S $ 9605 - $2037 .
‘RiverBend_ S . 2670 - - 382 -

. Waterford3 . . . 1520 | " 1323
CGrand Gulf1 . . T o tree b eam
* Pilgrim - R . apre - o=

IndmnPomtl&z o asse - . o
‘VermontYankee =~ . © - 34r4- . . =-

- $2,278.5 c $464.9 :

The Energy Pohcy Act of 1992 contaxns a provxsxon that

assesses domestic nuclear utmtles with fees for the decont- -
ammatlon and decomxmssxomng (D&D) of the DOEs past '

uranium- enrxchment operatrons Annua.l assessments (in

2003 dollars) whlch w111 be adJusted annually for mﬂatxon.' '
‘are for 15 years and were $4.3 million for Entergy
Arkansas, $1.1 million for Entergy Gulf States, $1.6 million -

for Entergy l..omsxana and $1.8 million for System Energy

in 2003. The Energy Pohcy Act calls for cessation of annual g
‘D&D assessments not later than October 24, .2007. At:
December 31, 2003, three years of assessments ‘were

for Entergy Louisiana, and $4.8 million for System Energy
Regulatory assets in the financial statements offset these

through rates in the same ma.nner as fuel costs

EMPLOYMENT LITIGATION

: Entergy Corporatlon and oertam subs1d12nes are defenda.nts V
- in numerous lawsults filed by former employees assertmg

that they were wrongfully terminated and/or discriminated
against ‘on the basis of age, race and/or sex. Entergy

B Corpora_tlon and these sub51d1ar1espare vigorously det‘endmg

these suits and deny any liability to the plaintiffs.

'NOTE 10 LEASES o
GENERAL - T ‘ N
"As of Deceinber 31 2003 Entergy “had non-canoelable
operatmg leases for eqmpment buxldmgs, velucles and fuel " R
. storage facilities (excluding ‘nuclear fuel leases and the .

- Grand Gulf 1 and Waterford 3 sale and leaseback tra.nsachons)i" ’
.with mmimum lease payments as follows (m thousands)

. 'Nucr.mm Fum. Lm\sss

Nevertheless no assuranoe can be gwen as to the outoome .

E ‘of these cases.

i

. Operating
o ) oL . " Leases - - ‘Leases A
2004 0 - '$ 98664 - $18,695
Cgoos’ . LT © . 89497 T .. 9660.
2008 .o .00 0 eeest . m7ea
tgo07... . Ti. - -s2s28. . - 3,439
‘2008 .0 . - oo o 40448 17530 .
- Years thereafter - © .. . ‘245,150 - . . . 2,844
" Minimum lease payments -  $506,250 ,  $42,115.
" Less: Amountrepresentingmterest Lo TR U igae
* Present value of net . - [ R
-.‘ssee.zso

- ‘minimum lease payments

- 'Ibta.l rental expenses for a.ll leases (excludmg nuclear fuel R
“ leases and the Grand Gulf 1 and Waterford 3saleandlease-.
back transactxons) amounted to $58.9 ‘million in 2003 L
vl $eo 1 mthon in 2 2002 and $65.1 mllhon in 2001.

a-'»‘

. As of December 31, 2003, -arrangements to Jease miiclear -
fuel exlsted in an aggregate a.mount up to $150 mﬂhon .
for Entergy Arkansas $80 mllhon for each of System‘
‘.',;Energy and’ Entergy Lomsxana, and $105 million” for
'_'Entergy GulfStates 'As of December 31, 2003, the um*ecovexed
- cost base of nuclear fuel leases amounted to approximately -
" $102.7 million for Entergy Arkansas, $63.7 million for -~ -
- ‘Entergy Gulf States $65.0 million for Entergy Loulsmna )

. ‘and $47.2 xmllion for. System Energy The lessors ﬁnance
remaining. D&D fees are included in other current habrh- .

' ties and other non-current habxhtles and, as of December B
31,2003, recorded liabilities were $12.8 million for Entergy' =
Arkansas, $3.0 million for Entergy Gulf States, $4 9 million -

.‘the acquxsltlon and ownersh1p of nuclea.r fuel through

loans made under revolvmg credxt agreements the issuance

-of commercial paper, and the issuance of intermediateterm ©
. ‘notes. The "¢redit agreements for Entergy Arkansas, o
) ,Entergy Gulf States, Entergy Louisiana, and- System U

, . Energy each have a termination date of October 30, .2006. - -
liabilities, with the exception of Entergy Gulf States‘ 30%

non-regulated portion. These assessments are recoveredn,

The terxmnatron dates may be extended from time to time

" with the consent of the lenders The mtermedlate-term
. notes’ issued pursuant to' these fuel lease arrangements‘ '
;-l"have varymg matuntles through Deoember 15 2008 It is
" -expected that addltlonal fmancmg under the leases w111, -
- be arranged as needed to acquire addmona.l fuel, to pay . .

interest and to’ pay matunng debt. However, 11‘ such

: addatlonal fmancmg cannot be- arranged the -lessee -in

’ 'each case must repurchase sufficient nuclear fuel to allow - ,
, the’ lessor. to meet 1ts oblxgatxons in accordanoe with the S
FuelLease o T

' .'Capitar

"'sazeee,;" o



SALE AND LEASEBACK TRANSACT!ONS
In 1988 and 1989, System Energy and Entergy Lomsxana,
~respect1ve1y, sold and leased back portlons of their owner-
" ship interests in Grand Guif 1 and Waterford 3 for 26 1/2-.
~ year and 28-year lease terms, respectively. Both compa.nies
- have options to termmate the leases, to repurchase thesold

L) g T A A PR3 WAt wns t aa e o -

. NOTES TO cow'sombamp rfmnncmt. suw_’mmrs continued

Lea.se payments are based on nuclear fuel use. 'I'he total :

nuclear fuel lease payments (princnpal and interest) as well

‘as the separate interest component charged to operations »:

by the domestic utxhty companies and System Energy .

" were $142.0 milhon (includmg interest of $11.8 milhon) in
2003, $137.8 mxlhon (mcludmg interest of $11. K mllhon) in o

2002, and $149. 3 million (mcludmg interest of $1'7 2 mllhon)
in 2001. AN . R .

interests, or to renew the leases at the end of their terms

Under System- Energy’s sale and leaseback arra.nge-
ments letters of credit are required to’ be mamta.med to
. .secure certain amounts payable for the beneﬁt of the eqm~
.ty investors by System Energy under the leases. The cur- :
" - "years of plan participation, and allows volunta.ry contribu- .

rent letters of credit are effectwe until March 20, 2003,
"Entergy Louisiana did not exercme 1ts option to repur-
chase the undlvxded interests in Waterford 3 in September

©. 1994, Asaresult, Entergy Louisxana was required to provide -
: 'oollateral for the’ eqmty portion ‘of certain amounts payable

. by Entergy Louisiana under the leases. Such collateral was

" in the form of a new series of non-mterest bea.rmg ﬁrst mort-
_gage bonds in the aggregate pnn(npa.l amount of $208 2 mil-

lion 1ssued by Entergy Iomsxana in September 1994."

- In July 1997, Entergy Lomslana. ‘caused the Waterford a’
lessors to issue $307. 8 agg'regate princ1pal amount of
Waterford 3 Secured Lease Obllgatxon Bonds, 8.09% Series -
due 2017, to refinance the outstandmg bonds ongmally

* issued to ﬁnance the purchase of the undivided interests by’
" thelessors. The lease payments have been reduoed to reflect ’

the lower interest costs.
'As of December 31, 2003, System Energy a.nd Enterg'y
Louisiana had future mimmum lease payments reoorded

. as long-term debt (reflectmg an overall unphcit rate of
. 7. 02% and 7 45% respectlvely) as i‘ollows (m thousands)

’ Entergy" B 'System .

. minimum lease payments $262,534' -

o - CE A . N
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) NOTE 11 RETIREMENT, OTHER

POSTRETIREMENT BENEFITS, AND' 4

' DEFINED CONTRIBUTION PLANS

" PENSION PLANS R .
Entergy has seven pension pla.ns covering substantlally all -~
of its employees: "Entergy Corporation Rehrement Plan

- for Non-Barga.mmg Employees," "Entergy Corporation-

- ‘Retirement Plan for Bargaining’ Employees » “Entergy .
R 'ACorporatlon Retirement Plan . 11 for Non-Ba.rga.mmg o
. Employees,” “Entergy Corporanon Retirement Plan I for .
Bargaining Employees,” “Entergy Corporation ‘Retirement ™
“Plan II,” “Entergy Corporation Retirement Plan IV for -
:,Non-Ba.rgaming Employees " -and “Entergy Corporat.ion
" Retirement Plan IV for Bargaunng Employees Except for-
" the Entergy Gorporatlon Retlrement Plan 1, the pension -~ |

plans are nonoontnbutory and prov1de pension beneﬁts that’
are based on employees credited service and oompensatlon

‘durmg the ﬁnal years before - retlrement The Entergy'
) Corporatlon Retirement Plan m includes a ma.ndatory -

employee oontnbutlon of 3% of earnings durmg the first 10 -

- tions from 1% to 10% of earmngs for a lumted group of

- employws Entergy Corporatlon and its submdm.nes fund

pensxon costs in’ aocoxda.noe with’ oontribunon gu.ldelmes
estabhshed by the Employee Retirement Income Secunty Act
of 1974 as amended, and the Internal Revenue Code of 1986,

-as -amended. ‘The assets of the pla.ns mclude oommon and’
B preferred stocks ﬁxed income securxtms, interest in a money
- ‘market fund, and insuranoe contracts As of December 31, .
2003 and December. 31, 2002, Entergy recognized an =
" additional ‘minimum pension liability for the excess of the -

‘aocumulated beneﬁt obligation over the fa.u' ‘market value
- oof plan ‘assets. In’ aooorda.noe ‘with FASB 87 .an offsett.mg i

-intangible asset, up to the amount of any unrecognized prior -

" service cost, was also reoorded with the remaining offset to:

. the habmty reoorded asa regulatory asset reflective of the -
g rwoverymechamsmforpensxonoostsmEntergySJunsdic- = o
tions. Entergys domestlc utmty oompames and System o

erg’ys pensxon costs are recovered from customers asa -

: component of cost of service in each of its Junsdlctlons
Enterg-y uses a Deoember 31 measurement date for 1ts‘ o
.<pens1on plans ' . SR .

) : . - Louisiana =~ " Energy
2004 . . 831739 $ 36,133
2005 .- s Tt 14854 52,253
2006 . it 7 " isgez |t | 52253
2007 - U0 0. asmsal 0 52,253
2008 T . 22,608 . . . - 52,253 -
Yearsthereafter - . 366514 ' - 365176
Total ] ST $472,420 ¢ . " $610,321
Less: Amount representing interest _ 209 895 . ‘208,853 .. .
" Present value of net S T
* $403,468 .
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COMPONENTS OF Nn’r PENSION COST
Total 2003, 2002, and 2001, penswn costs of Entergy

. Corporation and its subsxdxanes, mcludmg amounts gnpltal- )

- ized, included the following components (in thousands): -

2003 . 2002 . 2001
Servteecost-beneﬁts ’

_ earned during theperied ~_$ 70,337 $ 56,947 § 49,166

. .Interest cost on projected I ;
" benefit obligation 134,403 - 128,387 118,448
Expected return on assets ' (155,460) (158,202) .(157,889)
Amortization of transition asset ~  (763)  (763) - (7.142)
Amortization of prior service cost 5,886 5,093 5735
Recognized net (gainyloss - - 6,399 - 5504 . -(6,573)
Curtailment loss S 14884 - - - -
Special termination benefits 32,006 - -
~Net pension costs $107672 $ 3786 $ 1,745

Pansxon OBLIGATIONS .PLAN Assn'rs, FUNDED
'STATUS, AMOUNTS Not YET RECOGNIZED AND '
RECOGNIZED IN THE BALANCE SHEET AS OF. )
) ,DECEMBER a1, 2003 AND 2002 (IN- 'ruousmvns)

- Net amount recognized 8 (165,228) $ (92,200)

'2003' ' '2002'

o Other Postretirement Benefits
Entergy. also prov1des health care and hfe msurance’

benefits for retired employees. Substantially all domestic

ex_npldyees‘may become eligible for these benefits if they -
."reach retirement age while still working for Entergy.
.. Entergy uses a December 31 measurement date for its ~

postrehrement benefit plans
Effective Janua.ry 1, 1993, Entergy adopted SFAS 106

a wluch requu‘ed a change from a cash ‘method to an accrual

method of accounting for postretlrement benefits other

- than pensions. AtJanuary1 1993, theactuanallydetermmed c
’ accumulated postretirement beneﬁt obligation (APBO)
1 “earned by retirees and active employees was estimated tobe -
: ,apprommately $241 4 million for Entergy (other than'

Entergy Gulf States) and $128 ‘million for Entergy Gulf )

’ States. Such obligations are being amortized over a 20-year
period that began in 1993. For the most part, the domestic -
- utilities and System Energy recover SFAS 106 costs from
’ customers a.nd are requlred to fund postretu'ement beneﬁts )
o ‘collected in rates toan external trust '

i 'Compommrs or NET. Pos'rnz:'rml:mnn'r
. .BENEFIT cost : .

. Total 2003, 2002, and 2001 othér postretlrement beneﬁt' :
: ) costs of Entergy Corporatxon and its subs1d1anes mcludmg'

amounts capxtalwed and deferred included the fo]lowmg

-V;oomponents (in thousands):

2003 2002 . 2001

Bervice cost - benefits earned . S .

.- during the period - $37799 $29,109  §$ 24,225

" Interestcoston APBO 152,746 44810 - 38811 .
Expected return on assets - -(15,810)  (14,066)  (12,578)
Amortization of . e

. transition obugauon Lot 15,193 - 17,874 . 17,874
Amortization of L e

' pnorsemcecost S (e2s) :. - @92 . . @92
Recognized net (gain)loss . 12,389 [1,874 L (1.508)
“Curtailmentloss - 57958 .. - . ' =

" Special termination benefits 5444 | - -

Net postretirement benefit cost . $164,774  $ 80,692 $ 67,818 -

Change in Projected Benefit
Obligation (PBO) ‘ e : . -
Balance at beginning of year ' $1,902,207 $1,720,492 .
~ Service cost : - © - 70,337 56,947
Interest cost . o © - 134,403 ° . . 128,387
Amendments ' e - 227 e
_ Curtailments . . - 10,851 : .
 Special termination benems . 32,008 .
Actuarial loss 7 =07008 .. 144,531 -
" Benefitspaid’ - o (97.574) " (91,548).. .
Acquisition of subsidiary ' - - 33,398
Balance at end of year $2,349,565 $1,992,207 -
Change in Plan Assets - . o
.- Fair value of assets at . o
" beginning of year . : .+ $1,451,802  $1,686,836
Actual returnonplanassets . - . 355043 . - (191,136) -
. Employer contributions . o 34,845 12,857
.- Employee contributions - . .10 7 - 1,125
" . Acquisition of subsidiary | . - - ‘- - 33668 .
Benefits paid - R (97.574) (91,548)
- Fair value of assets A e
at end of year $1,744.975 . $1,451,802
Funded status . 8 (604,5980) 8 (540,405)
“Amounts not yet recognized ; " ’
- in the balance sheet: o e S
- Unrecognized transition asset " (1.420) - (2,189)
Unrecognized prior service cost - 30,467 - .. 37,351
-Unrecognized net (gain)loss .+ 410,321 413,043
Aocrued pension cost recognized ’ L A . ..
in the balance sheet ) " $ (165,228) -8 (92,200)
Amounts recognized in : e
the balance sheet: ‘ TR
Accrued pension cost - $ (165,228) . $ ' (92,200) . .
Additional minimum - . , . ;
pension liability - ' (180,212) .. (208,151)
Intangible asset A ~. 7 30832 .83,346
Accumulated other . o R
comprehensive income - - L 15,359 © 17,016
Regulatory asset o © - 134,021 157,789
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.

AND 2002 (m 'rnousums) B ) Do,

o - 2003 - 2002 -
'.ChnngelnAPBO ] . , A -
Balance at begmmng of year . . s’ 799,506 ,‘ $ 590,731
Servicecost <, . .. o - l.3r7ee " 29199
" Interesteost © - . . 52,746 - 44,819
" Actuarialloss © .7 " 115966 159,143
-+ 'Benefitspaid . . . -(48379) (35, 861)
Plan amendments“’ ‘ EPURE T (84,722) ' - ,-

Flan participant contnbutions . 7074 . L -
Curtailment , ~ .- = . i 58369 Co—
Special termmation benefits R 5444 T -
Acquisition of subsidiary .. - <00 11,475

Balance at end of year

Change in Plan Assets ‘
Fair value of assets at L o . .
. beginning of year S, . $182,602" ‘s 158,100 o
" Actual returhonplan'assets S Lo 22794 . (11,559) Co
Employer contributions -~ . - e 63,265 . s9s42. o
~ Plan particxpant contrxbutions_ oL 7,074 o e . )
" Benefitspaid - - - T 7(48,379) . (35.861) .-
Acquisition of subsxdmry R ‘- . 12,380
Fair value of assets - s .
at end of year ;. $ 227446 $ 182,692 - |
Funded status - $(714,357) 8(616,814)

Amounts not yet recognlzed - , .
inthebalancesheet e T

. Unrecogmzed transition obhg-atxon L . 44815 - 114 724

Unrecogmzed prior servicecost ' (20 746) . s, 522 :
Unrecognized netloss . - 336,005 245,795

Aocrued other postrettrement benefit
- oost recognized in the balance sheet

- non-| bavgammg cmployees eﬂ'ectwe August 1,2003.

PLANS’ Assn’rs .

. Entergys pensmn and postretu'ement pla.ns welghted- :
~average asset allocatlons by asset category at Deoember 31
oo 2003 and 2002 a.re as follows: i

Pension *° .  Postretirement

- L . . - 20083 -2002 2003 2002 - -
. ;Domest.:cEqmtySecurides L 56% . 50% . 37T% 84% .
" International Equity Securities  14% Tdow T . - am

,FxxedlncomeSecunues T 28% T 31% . 80% . 64%

Entergys trust asset investment strategy is to mvest the '
assets in a manner whereby long-term earnings on the '
'»_assets (plus cash contnbutxons) prov1de adequate fundmg‘ :
for retiree benefit payments. Adequate funding i is descnbed ‘

$ 941,803 § 799,508 °

$(354,283) ' $(262,773)
(a) Reflects plan design changes, including a change in the mrnc:palzon a:sumpnon for

- NOTES -;o coﬁsoi.m’A'rED‘ rxnsﬁcml. STATEMENTS continued -

L "conﬁdence level ten years out The mix of assets is ba.sed on B
.an optumzatxon study that 1dent1fies asset a.llocatlon targets o
‘in order to achieve the max1mum retum for an acceptahle .-" :
~ level of nsk while minimizing the expected contnbutlons\ R
' ‘and pension and postretirement expense. ' : o

" 'To perform such an optumzatlon study, Enterg'y first miakes -

assumptlons about certain market characteristics, such"as " o
, expeoted asset class mvestment returns, volatility (risk) and .
. oorrelatxon ooefﬁments a.mong the vanous asset classes o

Entergy does s0 by exaxmmng (or lunng ‘a consultant to

' provxde such analysxs) historical market characteristics of the’
“various asset classes .over all’ of the dxfferent eoonormc
'goondmons that have existed. Entergy then examines and
- -"projects the economic condxtlons expected to prevail over the . -
- study period. Finally, the historical characteristics to reflect - .~

- the expected future conditions ‘are adjusted to produce the
“market characteristics that will be assumed in the study.

.'The - optmnzatlon 's.nalys1s utilized in Entergys latest

- study produoed the followmg approved asset class target‘

- a.llocatlons
A N “ Pension . - Postretirement
Domestic Equity Securittes P . 54% . . ...3T%
International Equity Becurities .~ 12% T %
.- Fixed Income Securities -~ . ' 30% 1

These allocatxon percentages eombmed w:th each asset

:' - class’ expected mvestment return produced an agg'regate

" ‘return’ expectatlon of 9.59% for pensmn assets, 5. 45% for
jtaxable postretirement assets and 7. 19% for non-ta.xable'
. postretlrement assets.. These Teturns are cons1stent with
S Entergys dxsclosed expected returnc on assets of 8. 75% (non-" ' o B
" taxable assets) and 5.5% (taxa.ble a.ssets) . o

" Since precxse allocation targets are ineffxment to ma.nage L '
, secunty mvestments the followmg ranges were estabhshed' T
. to produce an acceptable econormcally efﬁcxent pla.n to'
'-.'_vmanagetotargets B :

‘ Peision .~ Postretirement - _
- DomesticEqmtySemmties : 49%1059% . .. ..32%tod2% .
. International Equity Securities  .: . 79%1017% - Ca%to12%
' .Fixed Income Securities .. . 25%1035% 50% to 60%

. 'Other - : . O%t010% . Owtook,

v

ACCUMULATED PENSION BENEFIT OBLIGATION
The acéumulated benefit obhgatlon for Entergy’s pensxon

L “pla.nswas$2 1 billion and $1.7b11honatDeoember31 2003
- Other oo T poe 3% .- 3% . 1% - :

and 2002 respectxvely

as a 90% confidence that assets equa.l or exoeed habmtxes B

due fxve years in the futune, a.nd a correspondmg 75%‘

omér(eashand‘oAca) e R S . e
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ESTIMATED Fu'runr. BENEFIT PAYMENTS :

Based upon the assumptions used to measure the oompa.ny’s E
pension and postretxrement benefit’ obhga.tlon at December -
31, 2003, and mcludmg pension and postretirement benefits
attributable to m’umated future employee semoe, ‘Entergy’
expect.s that pension benefits to be pa.ld over the next ten

years is as follows (m thousands):

S T 'Estimnt‘edFutxmBeneﬁtsPa&ments.

Pension - - Postretirement
2004 [ $ 96,764 - $ 53,6668 -
2005~ ... 898378 . ssren .
2008 . R $100,411 . ‘g 58,389
2007 . . . s103225 - $ 61,1m
2008 : . .- 8107120 . . _  .§ 63393

20092013 . - $631,504 . . . $358,648

Con'rnmv'nons

'Anox'nonu. INFORMATION )

The change in the minimum pension hablhty mcluded 1n E
other oomprehenswe income and regulatox‘y assets was as

follows for 2003 and 2002 (in thousands)

Increase/(decrease) in the minimum
" pension liability included in: N o .
Other comprehensive income '$-(1 .6539) $ 17,018

Regulatory assets R o $(23,768) . $157,789

. ACTUARIAL Assumr‘nons .
The assumed health ca.re cost trend rate used in’ measurmg

the APBO of Entergy was 10% for 2004, gradua.lly decreasmg .

each successive year until 1t reaches 4.5% in.2010 and

beyond. The assumed health care cost trend rate used in’
measuring the Net Other Postretu‘ement Benefit Cost of
- Entergy was 10% for 2004 gradua.lly decreasing each
" successive year until it reaches 4.5% in 2009 and beyond A
‘one percentage point increase in the assumed health care '

cost trend rate for 2003 would have mcrea.sed _the APBO
and the sum of the service cost and interest cost of Entergy
as of Decex'nber 31. 2003 as follows (in thousands): -

1 Peroentage Point Increase - 1 Pereexim,ge Point Decrease

.. Increase Co Decrease

7 ilnt.hesumof l.nthesu.mof

o Increase in servicecost‘t‘md Decreuseln serviceoostand
‘2003 °  the APBO - Interest cost  the APBO - interest cost
Corporation  $108,822 | $14619 ©  $(90274) - $(11,382)

2003 2002 -

The significant actuarial aséﬁmptions used in determining .
the pensxon PBO and the SFAS 106 APBO for 2003, 2002 o
a.nd 2001 were as follows - -

'.Welghted-average dxscount rate R
. Pension . . . 825% 675% . 7.50%
 Other postretirement " TeT1% C 8.75% - 7.50%
Weighted-average rate of increase ) - T X
-, in future compensation levels 3.25% , . "8.25% T 4,80%
! Expected long-term rate of _. : S
- return on plan assets: .
Taxableassets. . . . 550% .  550% = . 5.50%

.. Non-axable assets . - - . .8.7596 875% .  -9.00%

The mgmﬁcant actum'xal assumphons used in deterrmmng

the net penodlc pensxon and other post.retu*ement benefit ]
, : . - costs for 2003, 2002, and 2001 were as follows:’

Entergy expects to oontribute $110 million (wl'nch includes ol s T ) o

‘about $1 million in employee ‘contributions) to its pension

'plans and $68.6 million to other postretirement plansin 2004.

‘2008 2002 2001

'Weighted -average discount rate 8.75% 7.50% . - 7.50%
' Wexghted-average rate of increase . ,‘ s )
. in future compensation levels | 3.25% 4.60% . 4.60%
. Expected long-term rate of s o
* return on plan assets: o - . . .
© . .Taxable assets , 550% 5.50% . - 5.50%
Non-taxable assets C . BA5% | 9.00% 9.00%

Enterg'ys remmmng pensxon tra.nsmon assets are bemg

] a.mortlzed over the greater of the remaining service period

of a.ctlve participants or 15 years, and 1ts SFAS 106 transi-

tion’ obhgatxons are bemg a.mort1zed over 20 years

Vox.tm'mmr SBVERANCE Pnocnam

During 2003, Enterg'y offered a voluntary severance

prog'ram ‘to- certa.ln groups of employees. As a result of .
~this program, Entergy recorded additional pension and '
. ‘postretu'ement costs (including amounts capltahzed) of -
"$110 3 million for special termmatlon benefits and plan -
:curtallment charges.’ These amounts are included in the
‘net pension cost and net postretirement benefit cost for
. the year ended December 31, 2003. -

2003 2002 2001
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MEDICARE PRESCRIPTION Dnuo. IMPBOVEMENT c
AND MODERNIZATION ACT OF 2003 .

In December 2003, the President sxgned the Medlca.re

Prescription Drug, Improvement and Modernization Act of
2003 into law. The Act introduces a prescription drug
benefit under Medicare (Part D) as well as federal subsidy to
employers who provide a retiree prescnptlon drug benefit
that is at least actuarially equivalent to Medicare Part D.

" Currently, specific authoritative gmdance on the accounting

for the federal subsidy is pending. As allowed by FASB Staff
Position No. FAS 106-1, Entergy has elected to reoord an

estimate of the effects of the Act in accounting for its post- '
retirement benefit plans under SFAS 106 and in providing

disclosures required by SFAS No. 132 (revised 2003),

Employers’ Disclosures about Pensxons and Other'

Postretirement Benefits.

Based on actuarial analysis of prescnptxon drug benefits,
* estimated future Medicare subsidies are expected to reduce
the December 31, 2003 Accumulabed Postretu‘ement Beneﬁt )

Obligation by $56 million. "For the year ended December 31,
2003 the impact of the Act on Net Postretirement Cost was

sub51dy is 1ssued these estimates could cha.nge

DEFINED CONTRIBUTION PLAN

‘Entergy sponsors the Savings Plan of Entergy Corporatxon-

and Subsidiaries (Savmgs Pla.n) The Savings Plan is a
defined contribution plan covering eligible employees of

subsidiary:

~» make matching contributions to the Savmgs Plan in an

amount equal to 75% of the participants’ basic contnbu—
tions, up to 6% of their eligible earnings, in shares of
Entergy Corporation common stock if the employees
direct their compa.ny-matching contribution to the -

" purchase of Entergy Coi'poxjation’s common stock; or

* make matching contributions in the amount of 50% of

- the partxcxpa.nts’ basic contributions, up to 6% of their '
eligxble earnings, if the employees direct their company-
' mstchmg contribution to other investment funds. )

'

' NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued .

- Effective FeBruary 1, 2004, the 'employing Entergy subsidiary

will make matching contributions to the Savings Plan in an

‘amount equal to 70% of the pa.rtxmpants’ basic contributions,

up to 6% of their eligible ea.mings The 70% match will be
anocated to investments as directed by the employee.

“ Entergy also sponsors the Savings Plan of Entergy
Corporatxon and Subsidiaries IT (began in 2001) the Savings
Plan of Entergy Corporation and Subsidiaries ITI (began in
2002), and the Savings Flan of _Entergy Corporation and
Subs1dmnes V (began in 2002) The plans are defined contri-

,butlon plans that cover ehgxble employees, as defined by

each plan, of Entergy and its subsidiaries. The ‘employing
Entergy subsidiary makes matching contributions equal to
50% of the parhcxpants’ particxpatmg oontnbutlons for each
of these pla.ns

Entergy‘s subsidiaries’ oontnbutlons to the plans collec- .
tively were $31.5 million in 2003, $29.6 million in 2002, and

- $25.4 million in 2001 to these defined contribution plans.

The majority of the contributions were to the Savings Plan.

".immaterial, as it reflected only one month’s unpact of the o
Act. When specxﬁc guidance on accounting for federalr

_Entergy and its subsidiaries. Through January 31, 2004, -
the Sa.vmgs Plan provxded that the employmg Entergy“
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NOTE 12. BUSINESS SEGMENT INFORMATION

Entergy's reportable segments as of December 31, 2003 are

U.S. Utility, Non-Utility Nuclear, and Energy Commodxty ,

Services. U.S. Utility generates, transmits, distributes, and
- sells electric power in portions of Arkansas, Louisiana, -
- Mississippi, and Texas, and -provides natural gas utility

service in portions of Louisiana. Non-Utility Nuclear owns
and operates five nuclear power plants and is primarily

focused on selhng electric power produced by those plants .

to wholesale -customers.- Energy Commochty Services is
focused primarily on providing energy commodity.trading

and gas tra.nsportatiox_l .and storage services »through :‘/
Entergy-Koch, LP. Energy Commodity Services also

includes non-nuclear wholesale assets, a participant in the

_ wholesale power generation business in North Americaand .-
Europe. Results from Entergy-Koch are reported as equity

in earmngs of unconsolidated equxty affiliates in the finan-

cial statements. Entergy’s operatmg segments are strateglc . .

business units managed separately due to their dxi'ferent I

_operatmg and regulatory environments. Entergys chlef_ .

~ operating decision maker is its Office of the Chief C
) Executwe, which’ oonsmts of its hlghest-ra.nkmg officers. B
“All Other” includes the parent company, Entergy L

Corporatxon ‘and other busmess activity, including ea.rmngs_' R ’

on the proceeds of sales of prevmusly owned busmesses

Entergy’s segment financial information is as followsv(ih thousands):

U.S. Utility

 Non-Utility

. Energy
Commodity

Nuclear*
2003 . T _ » L I
Operating Revenues § 7,584,857 $1,274.983 $ 184888 $ 188,228 $ (38036)  $ 9,104,920 .

'Deprec., amort. & decomm. © © . - 890,002 - 87825 | . 13681 . 6005 = . 996,603 ° -
Interest income = - - 43,035 .. 38874 - 18128 27575 . (38,228) . .87,386 -
Equity in earnings (loss) of , o : - o T
unconsolidated equity affiliates 7 ' 3 - 2711850 - = cemear
Interest charges o 419111 34460 - . 15103 ° 75787 (38,225) . 506,326 -
Income taxes (credits) . . " 341044 . 88619 . | 105803 .  (45482).. 0 -~ . "4B0,074
Cumulative effect of accountmg change © - (21,333) 154,512 - . 3,805 - - - : _-137 074 .

" Net income (loss) : . 492,574 . 300,799 - 180,454 (23,360) 2. 950487 |
Total assets "+ 22420188 . 4,171,777 2076921 1495903  (1,619,527) 28554210",_) ,
‘Investments in affiliates - ateqmty , Cemt T = 1081482 - - (28,345) 1,053,328
Cash paid for long-lived asset additions 1,233,208 281,377 - 44284 10074 .. = . 1,588943 -
2002 o , : _ . o D Lo
Operating Revenues $ 6,773,509  $1,200238 - $ 204,670 -$ 40726  $ (4111) § 8,305,035
Deprec., amort. & decomm. . . ~ -  B00257 . 88,733 ‘21,4685 ‘5,143 - 915508
Interest income e ; ‘23,231 71,262 | . 26,140 . ‘85,433 - (37.741) 118,325
Equity in earnings of ’ . g : - - Lo A ‘ . s
unconsolidated equity affiliates | L@ .. - - .38 - .- -.7o 183,878
Interest charges : . 465703 47201 1,632 ' 85579 . . . (37,741) . - 572,464

" Income taxes (credits) - o © 313,752 . . 132,726 - (141,288) (a1,252) .- < . 203,038
Net income (loss) - : ‘608,963 200,505 - (145830) . (38,566) . - -~ . 623,072

Total assets E . 21,630,523 4482308 2167472 . 1,327,854 (2,103,201) 27,504,366
Investments in affiliates - at equity . 214 . - 82395 - < © =1 824208
‘Cash paid for long-lived asset additions 1,131,734 . 169,756 .. 210,207 18514 - . - 1 530,301
2001 _ - o ‘ o o o
Operating Revenues _ _$ 7432920 - §.789,244 - $1,370,485- $ 34,603 $ (6.353) - $ 9,620809

" Deprec., amort. &decomm T . 667,333 43,103 34,667 4516 - 749,619
'Interest income 7 ' 78702 . . 54053 - 23,169 ° 37,235 ©(34,354) - 15'9.805,{

: Equityineamjngsof ) : ' I . ": . . C . . o .
uneonsohdatedequityafmmtes - - Sl -7 162882 . - - "162882'
Interest charges i ) 576,705 . TCossT17T ) 74,953 1 41,558 | (34353). . 714,580 |
Income taxes . - . 300288 . 80053 74,493 863 . . - - 455603. ..
Cumulative effect of accounting change o - . = 23482 - - . - . 23482

" Net income (loss) . © . 574554 . . 127880 - 105 939 - ©  (57,866) 0 2 7s0s07
Total assets R 20.309,695' 3449156 . 2377,733 - 883,908 (1,090,179) 25,910,311
Investments in affiliates - at equity - 214 - = 7esgse ‘ - .- - . mes103

. Cash paid for long-lived asset additions 1,110,484 126,880 - - 199,387 599,886 - . 2,036,637

Businesses marked with * are referred to as the “competitive businesses,” wuh the exapllon of the pamnl company, Enterm' Corporalmn. Eliminations are primarily mtersegment aclwlty o

)
|
'
'
'
'

¢
'
I
o
'

Services®  All Other* Eliminations Consolidated -

i

'
A
:
o
J
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS continued .-~

Energy Commodity Services' net loss for the year endeo
December 31, 2002 includes net charges of $428.5 million to S
operating expenses ($238.3 million net of tax). These ~~

charges reflect the effect of Entergy’s decision to d1soontmue
additional greenfield power plant development and the asset

impairments resulting from the deteriorating economics of E

wholesale power markets in the United States and the Umted

. Kingdom. The net charges consist of the following: -

» The power development busmess obtained oontracts
in October 1899 to acquire 36 turbines from General |
Electric. Entergy’s rights and obligations under the

contracts for 22 of t.he turbines were sold to an independent ’: ‘
special-purpose entity in May 2001. $178.0 million of the

charges, mcludmg an offsetting benefit of $28.5 million :
($18.5 million net of tax) related to the sale of four -
turbines to a third party, is a provision for the net costs -

" resulting from cancellation or sale of the turbines subJect

to purchase commitments with the spec1a.l purpose entity.-
= $204.4 million of the charges result from the write-off

of Entergy Power Development Corporatxons equity -

investment in the Damhead Creek project and the -

‘ impmrment of the values of the Warren Power power
plant, the Crete project, and the RS Cogen project. 'I'h1s
‘portion of the charges reflects Entergy’s estimate of the
effects of reduced spark spreads in the United States '_ )
and the United ngdom These estimates are based on
various sources of information, includmg dmoounted
cash flow projections and current market pncw o

» $39.1 million of the charges relate to the restructunng
of the non-nuclear wholesale assets busmess, includmg
impairments of administrative fixed assets, estimated

" sublease losses, and employee-related costs for approx1-
“mately 135 affected employees. These restructunng

costs are included in the 'Provisxon for turbine coxmmt- -

ments, asset impa.u‘ments and restructuring charges”
in the accompanying consolidated statement of income
were comprised of the followmg (m xmlhons)

Restructuring * Paid in’ Non-Cash Remaining
' Costs Cash _ Portlon Accrual

Fixed asset impairments . $22.85 $ - . $225 4$_-

Sublease losses " 107 5.6 =
Severance and related costs .59 B89 -, - -(j

- Total $39.1 $11.5 $22.5 ¢ $5.1

. $32.7 million of the c'harges' result froxn the \vrite-off of - )
capitalized progect development oosts for project.s that N N o

will not be completed.

» The net charges include a gain of $25. 7 milhon
($15 9 million net of tax) on the sale of prOJects under
development in Spain in Aug'ust 2002 and the at‘tex»tax
gain of $31.4 million realized on the sa.le of Da.mhead
‘Creek in Deeember 2002..

i Company
_".Entergy-Koch, LP

- -RSCogenLLC

" GEOGRAPHIC Am:ns

The followmg table shows Entergy S domestxc and forexgn '
operatmg revenues for the years ended December 31
(m thousands) : :

: 2003 2002. 2001 :

" Domestic $0,122,827 $8,051,992 = $0,098,861 . - -
Foreign o 72,003 253,043 522,038
Consolidated $9,194,920 ss,aos,035~ $9.620,899

_:Long-hved assets as of December ‘31 were as follows a

(m thousa.nds) ) ] ,
I 2003 2002 2001

. Domestic  $18,206,934 $17,664,230 $16,468,059 -
. Foreign ’ © .. 1,883 773 421,870
Consolidated

$18,208,797 $17,665,003 $16,889,829 -

A' NOTE 18 EQUITY METHOD INVESTMENTS
As of December 31, 2008, Entergy owns material invest- .

ments in the following companies that it accounts for under

* -the eqmty method of aooountmg

" Ownershlp - Description
50% partnership Engaged in two major
" interest 3 businesses: energy - )

: - commodity trading, which
includes power. gas, weather
derivatives, emissions, and
cross-commodities, and gas B
transportation and storage

- 50% member
interest . * produces power and steam
i " . onanindustrialand - .
".. merchant basis in the Lake
. Charles, Louisiana area
.~ 50% member Provides management,
interest - 'engmeering. procurement '
L S 'construction. and commis-
o S sioning services for
' electric power plants

EntergyShaw LLC

Co-generation project that . - - Y

Crete Energy

Ventures Lc

.Crete'mrbine ’

50% member
interest -

Own a merchant power
plant located in Crete,
Illinois "

Holdmg. L1C

Entergy sold its interest in the Crete project in Januaz'y :
2004 and realized an insignificant gain on the sale. .
Followmg isa reooncmation of Entergy’s investments in

E equ1ty affiliates (m thousands):

. : ‘2003 2002 ' - 2001
) B_eginnlngofyear _$ 824,200 $766,103 $136,487

. . ’Additional investments . - 4668 36372 471,102 -
_Income from the investments © 271,647 183,878 162,882 .
_ Other income .- 45583 21462 18,074

' Dividends received '(105,142)° | (73,802) - (21,191)

| Currency translation adjustments - - - - - 138
- Dispositions and other adjustments 12,363 .~ (109,704) ~  (1,389)

_End of year

$1,053,328 $ 824,209 ' $766,103
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In awordance mth the partnerslup ag'reement Entergy.

. contributed $72.7 rm]hon to Entergy-Koch in January 2004.
‘The followmg is-a summary of combined financial

information reported by Enterg'ys eqwty method mvestees ) '

‘ (m thousands)
s - 2003 ' “2002 2001

' Income Statement Items ) B L. T
" Operating revenues i 585404 -$ 551,853 .  $693,400

Opérating income $ 207,301 $, 150,342  $309,752

" Netincome- - - $.172,595 °§ 68,005 $226,039
Balance Sheet Items S . . - '
" Current assets $2,576,630 $2,334,133

Noncurrent assets . - $1,675,334  $1,480,355 -

Current liabilities '$1,757,663  $1,782,385 .

Noncurrent liabilities - -$1,168,540 §$ 729,817

Two of the unoonsohdated 50/50 joint ventures, Entergv-’_ :
- ,Koch and RS Cogen, have obtamed debt fmancmg for their

operatlons As of Deoember 31, '2003, the debt financing

* which is included in the liability ﬁgures given above Tlns
debt i is nonrecourse to Enterg'y

.LRELATED *PARTY TRANSACTIONS AND GUARANTEES

: approxxmately $15.9 xmlhon, $11.2 mﬂhon, and $7.8 million,

respectlvely In2003 ‘Entergy Lou1s1ana and Entergy New -
] Orleans entered purchase power agreements with RS

E Cogen, and purchased a total of $26. 0 million of capamty

-. and energy from RS Cogen in 2003 Entergy’s operatmg
. *transactions with its other eqmty method investees ‘were
: -':‘notmatenalinzoos 2002, or 2001 =
\ EntergyShaw constructed the Harnson County prOJect
for Entergy that wa.s completed in 2003. Enterg'y guaran-’ '
teed EntergyShaws obhgatxon to construct the plant untxl i

appro:nmately June 2004. Entergy’s max1mum habmty on

- the guarantee is $2325m11110n - ‘
RS Cogen has an interest rate swap ag'reement that

. hedges the mterest rate on a portlon of its debt. Entergy

; ~guaranteed RS Cogens obhgatlons under the ‘interest
rate swap a.greement ‘The guarantee is in the ‘amount of '

'_$16 5 xmlhon and terrmnates in October 2017.’

’

NOTE 14, ACQUISITIONS AND

'DISPOSITIONS . = .
N ASSET Acouxsxnons . ’

.Vermont Yankee == - . : :
"In’ July 2002 Enterg'ys Non~Ut1hty Nuclear busmess i
N purchased the 510 MW Vermont Yankee nuclear power
: plant located in Vernon, Vermont from Vermont Yankee R
’ ‘Nuclea.r Power Corporatxon for $180 million. Entergy
' ,'recewed the plant, nuclear fuel, inventories, and related real

- estate. The liability to decommission the plant as well as
‘ “related decommissioning trust funds of approximately
.- $310 million, was also transferred to Entergy. The acquisition

: included a 10-year power purchase agreement (FPA) under
" ‘which the former owners will buy the power produced by .
" the plant, which is through the expiration of the current - -
) operatmg hcense for the plant. The PPA includes an adjust- )
- ment clause which provides that the prices specn“led in the
" 'PPA w111 be adjusted downward annua]ly, begmmng in

o "2006 if power market prices drop below the PPA prices.
outstandmg for those two entxtxes totals $773 8 million, -

“'The acquisition was accounted for using the purchase.

) method The results of operations of Vermont Yankee subse-
i quent to the purchase date have been included in Entergy’s
- consolidated results of operations The purchase price has

: ,"-.,beenallocatedtotheassetsacqmredandhabmtlwassumed .
o Dunng 2003 2002, and 2001, Entergy procured various .

services from . Entergy-Koch cons1st1ng pnmanly of -
_ pipeline transporta.tlon services for natural gas and risk L
management services for electncxty and natural gas. The s
'total cost of such.services in 2003, 2002, and 2001 was -

based on thexr estxmated fair values on the purchase date - '

,Indlan Polnt 2 . :
-In September 2001, Entergys Non-Utxhty Nuclear business -,
] acqmred the 970 MW Indian Point 2 nuclear power plant o -
. Llocated in Westchester County, New York from Consolidated
. Ed.lSOIl Entergy pa.1d apprommately $600 million i in cash at
-the closmg of the purchase and rece1ved the plant, nuclear. -
. fuel, materials and supplies, a PPA, and assumed certam '
‘ hablhtles On the second anniversary. of the Indian Point 2
acqmsltion, Entergy’s nuclear business will also begm to
pay NYPA $10 mxlhon per year for up to 10 years in accor- B
; dance w1th the Indian Pomt 3 purchase agreement. Under ~
- the PPA, Consohdated Edison ‘will purchase 100% of Indian

Point 28 output through 2004. Consolidated Edison trans-
ferred a $430 million deoomxmsslomng trust fund, along

- with the liability to deoomxmssxon Indian Point 2 and Indian
" Point 1, to Entergy Entergy a.cqulred Indian Point 1 in the '

transactlon a plant that has been shut down and in safe

: storage smce the 1970s. .

The acqmsltlon was acoounted for usmg the purchase

' ‘ '~method ‘The results of operatxons of Indlan Point 2 subse- - N
quent to the purchase date have been included in Entergy‘s C o

oonsohdated results of operations. The purchase price has

’ ﬂjrbeen allocated to the acqmred assets, mcludmg identifiable "
.. intangible assets, and liabilities assumed based on their

B mtunated fair values on the purchase date. - Intangxble

" assets are bemg a.mortxzed stralght-hne over the remammg ’

o ":hfe of the plant
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_Asset Disposltlons o

In the first quarter of 2002, Entergy sold ‘its mterests in

' progects in Argentina, Chile, and Peru for net proceeds of .
' " - inherent in its physwal or financial assets or habxhtles
these Latin Amemcan interests in 2001, the net loss reahzed .

$135.5 million. After unpa.lrment provisions recorded for

on the sale in 2002 is ins1gmf1cant

‘'In August 2002, Entergy sold its interest in pro_]ects'
. under development in Spain for a realized gain on the sale
of $25.7 million. In December 2002, Entergy sold its 800
' MW Damhead Creek power plant in the UK resultmg inan -
increase in net i income of $31.4 million. The Damhead Creek -
buyer assumed all market and regulatory nsks assoclated
.- with the facility. ' ’
In August 2001, Entergy sold its Saltend power plant in -
“the UK for a cash payment of approximately $800 million. = .
Entergy’s gain on the sale was approximately $88.1 million ’
($57 2 million after tax). In the sales transaction, Entergy;:
" -or its subsidiaries made certain warranties to the  purchasers
relating primarily to the’ performance of certain remedial

work on the facility and the assumption of responsxblhty

.- - for certain contingent liabilities. Entergy beheves that it -
- has provided adequate reserves for the wan'antlw as of

December 31, 2003

NOTE 15. RISK MANAGEMENT AND FAIR VALUES o

MARKET AND CommoODITY RISKS
In the normal course of business, Entergy is exposed to a
number of market and commod1ty nsks Market risk is the

i potentla.l loss that Entergy may incur asa result of cha.nges :
. in the maxjket or fair value of a particular instrument or

commodity. "All financial and ‘commodity-related instru-

ments, mcludmg derivatives, are subJect to market risk. - .
Entergy is subject toa number of commodlty and ‘market .

risks,’ includmg

Prlmary Atfected Segments

Type of Risk

_ Power price risk An reportable segments
Fuel price risk ) All reportable segments
Foreign currency exchange rate risk -

All reportable’ segments

rate risk - investments

- Entergy manages ‘these nsks through both contractua]

' - arrangements and denvatwes Contractual risk manage~

ment tools include long-term power and fuel purchase

agreements, capacity contracts, and tolling agreements. -
- Entergy ‘also uses a variety of commodity and financial .
. denvatxves, mcludmg natural gas and electricity futures,

forwards swaps, and optlons forelgn currency forwards
and lnterest rate swaps as a part of 1ts overall nsk

‘ Foreign currency forwards

'NOTES TO CONSOLIDATED FINANCIAL STATEMENTS concluded -~

‘ management strategy. Except for the energy trading' activi-' -

ties conducted by the Energy Commodity Semces segment
Entergy enters into derivatives only to manage natural risks’

Entergy’s exposure to market risk is determined by a |
number of factors, includmg the size, - term, composmon,'
and diversification’ of posxtxons held, as well as market
volatility Aand liquidity. For- mstrumentsAsuch as options,
the time period during which the option may be exercised
and the relationship between the current market price of
the underlymg mstx'ument and the option’s oontractua.l
strike or exercise price also affects the level of market risk.

"A sxgmﬁcant factor mfluencmg the overall level of market

risk to which Entergy’ is exposed is its use of hedgmg
techmques to xmtxgate such risk, Entergy manages market

| nsk by actively momtormg comphance with stated risk
) gement policies as well as monitoring the effectiveness
of its hedging pohcles and strategies. Entergys ‘risk '
management policies limit the amount of total net exposure .
" _and rolling net exposure during the stated periods. These -
_ policies, including related risk limits, are regularly assessed -

'to ensure their appropriaten%s given Entergy’s objectives.

Hedglng Derivatives

Entergy classifies substantxally all of the followmg types of(

derivative instruments held by its consolidated busmesses L

as cash ﬂow hedges
) In'stmment , : Business Segment '
" Natural gas and electricity T A " Non-Utility Nuclear.
futures and forwards ] Energy Commodity Services -

U.S. Utility, Non-Utility Nuclear

Cash flow hedges with net unrealized gains of approximately

. $11 million at December 31, 2003 are scheduled to mature

during 2004. '_Gajns totaling approximately $27 million were' )

-realized during 2003 on the maturity of cash flow hedges.
; Unreahzed gains or losses result from hedging power

output -at the .Non-Utility ‘Nuclear power stations and )

. S g I‘orelgn currency hedges related to Euro-denonunated.‘
' U.S. Utility, Non-Utillty Nuclear -

nuclear fuel acquisitions. The related gains or losses from

- hedging power are included in revenues when realized. The
" realized gains or losses from foreign currency transactions

are included in the cost of capitalized fuel. The maximum

_length of time over which Entergy is currently hedging the

varxabmty in future cash flows for forecasted transactlons"
at December 31,.2003 is approxxmately five years. The
meffectwe portxon of the change in the value of Entergy’s
cash flow hedges during 2003 was msxgmfxcant )
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Fair Vﬁlues
COMMODITY INsrnunnNrs
Fair - value estimates of Energy Commodxty Services'

- commodity instruments are made at discrete points in .

- time based on relevant market information. Market quotes

are used in determining fair value whenever they are .

_ available. When market quotes are not av_ailable (e.g., in
the case of a long-dated commodity contract), other infor-
mation is used, including transactional data and internally

developed models. Fair value estimates based on these -
other methodologies are necessarily subjective in nature

and involve uncertainties and matters of significant
judgment. Therefore, actual results may differ from these
estimates. ‘At December 31, 2003 and 2002, the recorded
values of Energy Commodity Services’ energy-i'elated
commodity contracts were as follows (in thousands):

- 2003 2002 .
] . -Assets Liabilities Assets Liablilities '~
Consolidated subsidiaries § = -~ 8 - 8 4071 $ 8,395
Equity method mmfees ®  $872,959 $866,412 $754,678 $663,765 '
. (1) As required by equity method ing principles, only Entergy’s net investment

in these investees is reflected in its balance sheet, and these assets and liabilities are
not reflected in Entergy's balance sheet. See Note 13 to the consolidated financial
statements for more information on Enlergy’: equity method l‘nveslees.

Followmg are the cumulative penods in which Entergy-

Koch Trading’s net mark- to-market assets would be reahzed a

in cash if they are held to matunty and market prlces are
unchanged (m mﬂhons)

- Entergy considers the carrying amounts of most of

Aits 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.
Additional information regarding financial instruments 3

and their fair values is included in Notes 5 and 7 to the -

consohdated financial stabements

. NOTE 16. QUARTERLY FINANCIAL DATA
. (UNAUDI’I‘ED)

Operatmg results for the four qua.rters of 2003 a.nd 2002

‘were (in thousands):

Operating

Net
Operating Income Income
Revenues " (Loss) (Loss)
. 2003 : ]
First Quarter $2,037,723  $363,403  $400,923°
Second Quarter 2,353,009 . 461,576 211,517
Third Quarter 2,700,125 619,005  -371,650
Fourth Quarter 2,103,163 40,571 (33,623)
2002 , I o .
" First Quarter $1,860,834 $(55,670) $(72,983)
Second Quarter 2,006,581 - . 486,159, 247,585
* Third Quarter 2,468,875 653,605 366,800
Fourth Quarter 1,878,745 ‘57,537 81,670
(a) Net i before the lative effect of accounting change for the first quarter -
of 2003 was $258,001. . : X

EARNINGS PER AVERAGE COMMON SHARE

i Maturities and Souro&:
 for Falr Value of Trading ‘012 1324 25+ - . 2003 2002
- Contracts at December 31,2003 months months months Total Basic Diluted Basic Diluted
Prices actively quoted $126.3 $(87.1) = $(14.6) $24.8 First Quarter $ 197 . 173" £(0.36) $(0.36)
Prices provided by o ‘Second Quarter ‘$091 ©  $089  $1.08 $1.06
other sources o ‘ 48 (10.1) .58 03 Third Qua.m‘er‘ : $1.60° $1.57 . $1.61 $159
Prices based on models (28.0) 142 . 49 (8.9) Fourth Quarter $(0.19) $(0.18) $0.38 $035
Total : ’ $(83.0) $ (41) $16.0 (b) Basic and diluted earnings per average common share before the cumulative effect

$103.1

FINANCIAL INSTRUMENTS

The esf.imated fair value of Entergy’s fma.ncna.l instruments _

is 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. Considerable judgment is

- required in developmg some of the estimates of fair value.
Therefore, estimates are not necessanly indicative of the
amounts that Entergy coqu realize in a current market
exchange. In addmon, ga.ms or losses realized on financial
instruments held by regulated businesses may be reflected
in future rates and therefore do not necessarily accrue to
the benefit or detnment of stockholders

of accounting change for the first quarter of 2003 were $1.13 and $1.10, respectively.

PPN EPS S
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Dxm:c'rons

“The business and affairs of Entergy Corporatxon are managed under - 3
. the du'ection ‘of the Board of Directors, acting either as a body or -
-~ through its committees. In 2003, the Board met 9 times. 'l'he Board
- .committees are as follows (number of meetmgs in 2003 indicated in’
) parentheses): ‘Aundit (11), Corpomte Governance (9), Executive (0), .

Finance (5) Nuclear (6). Personnel (1 1)

Maureen S. Bateman . e : . R
Special Senior Counsel, Bank of America, Boston Massachusetts An

' .Entergy director sinm 2000. Age, 60

W. Frank Blount

 Chairman and Chief Executive Officer,. JT Ventures Inc Atlanta
- Georgia. An Entergy dn-ector since 1987 Age, 65"

’VADM George W Davis . S :
. U.S..Navy (ret.); Retired Director, President and Chief Operatlng

Ofl'icer of Boston Edison Company, Columbia South Carolma
AnEntergy director sinoe 1998. Age. 70 :

Simon D. de Bree

Retired Director and Chief Executive Officer of DSM 'l'he N etherlands
" An Entergy director since 2001 Age, 86 ”

7 Claiborne P. Deming‘

President and Chief Executive Omcer and Du'ector of Murphy Ol.l

. Corporation El Dorado, Arkansa.s -An Entergy director sxnce 2002
"Age, 49 - . .

Alexis Herman
Chair and Chief Executive Ofi‘xeer of New Ventures Inc Mchea.n

. Virginia Joined the Entergy Board in May 2003. Age. 56

J. Wayne Leonard

" Entergy Chief Executive Omoer Joxned Entergy in April 1998 as

.- President and Chief Operating Officer, appointed CEO and elected to -
. the Board of Directors on January 1, 1999, New Orlea.ns. l.ouxsia.na.
”Age.53 . - . R . R

._Robert v.d Luft
- Entergy Chairman. Member of Entergy Board of Du'ectors since 1992

elected Chairman of the Board on ‘May 26, 1998. Also served as
acting CEO from May 26 until Deoember 31, 1998. Chadds Ford

) Pennsylvania Age, 68

Kathleen A, Murphy ’ . ’
. Former Senior Vice President and Chief Financial Ofﬂoer, Connell
. Limited Partnership, Stamford, Connectxcut AnEntergy dxrector since ;

2000. Age, 53

-.Paul W Murrill . S
‘Professional Engineer, Baton Rouge. Louxsinna An Entergy director .
- since 1993 Age. 69

" James R. Nichols ’

Partner, Nichols & Pratt ifamily trustees), Attorney and Chartered

. Financial Analyst, Boston, Massachusetts An Entergy dxrector since -
1986. Age, 85 - ,

Wllllam A. Percy, II
President and Chief Executive Offxcer ‘of Greenville Compress
Company, Greenville, Mississ1ppi. An Entergy director smce 2000

"-Age, 64

" . Dennis H. Rellley

Chairman, President and Chief Executive Ofﬁcer of Praxmr lnc.
Danbury, Connecticut. An Entergy director sinoe»1999. Age, 51

' Willlam E. Madison

"ENTERGY CORPORATION AND SUBSIDIARIES 2003

’ _‘Wm. Clifford Smith

Chairman of the Board of T. Baker Smith & Son, Ine,, Houms,’

‘ Louisiana. An Entergy director since 1983, Age. 68

'Blsmarka Steinhagen SO ST -

Chairman of the Board of Steinhagen Oil Company, Inc., Beaurnont

: ’liexa.s An Entergy d.irector since 1993 Age, 69 -

’ Steven V. Wilkinson ’, : : :
 Former Audit Partner, Arthur Andersen LLP, Watersmeet chhige.n

Joined the Entergy Board in October 2003 Age. 62

Orrrcsns' :

L J. Wayne Leonard

Chief Executive .Officer. Joxned Entergy in 1908 as Presldent and -
Chief Opera.txng Officer; appointed CEO on January 1, 1999 Former )

’ executive of Cmergy Age, 53

Donald C. Hintz
President. Joined Entergy in 1989 and was Group President and Chier ,

) "Nuclear Opernting Officer before being appointed President on
- January 1, 1999. In charge of nuclear power for another utility bel’ore
'joming Entergy Age, 61 _' .

- "Leo P. Denault . : -
. Executive Vice Pmident and Chief szmcial ‘Officer. Joined Entergy
" .in 1999 as V’ice President of oorporate development Former Vice

President of Cmergy Age, 44 -

. ‘Rickiard J. Smith . . . -

Group President, Utility Operations Jomed Entergy in 2000 Former .

K Pres:dent of Cmergy Resouroes Inc Age. 52 -

Curtis L. Hébert

- Executive Vice President, Ei:ternal Affairs Jomed Entergy in 2001..

Former Chairman of the Federal Energy Regulatory Commission

v Age, 41’

Joseph '.l‘ Henderson

Senior Vice President and General Tax Counsel Joined Entergy in 1999."

'FoxmerAssocmte General'l‘ax(bunsel for Shellel Age, 48

.Nathan E. Langston ' .
" Senior Vice President and Chief Aooountlng Officer Joined Entergy in

1971 and advanced through various accounting and finance positions
at Entergy Arkansas and Entergy before being promoted to VP & CAO

- in 1998. Age, 55 BRI

Senior Vice President, Human Resources and Administration. Joined o
Entergy .in 2001. Former Senior Vice Pmident for Aws Group ;

) Holdings, Inc Age. 57

Robert D Sloan

" Senior Vice President, deneral Counsel and Secretary Joined Entergy

in 2003, Former Vice President and General Counsel at GE Industrial .
Systems. Age, 56 n ‘

", Steven C. McNeal

Vice President and 'I’reasurer Jomed Entergy in 1982 as a nnancia.l

" analyst and was given increased responsxbihty in areas of finance,

treasury, and risk management before being promoted to VP & -

’ Treasurerin 1998 Age, 47 -



- o held Entergy stock in street name" through a broker

ENTERGY CORPORATION AND .SUBSIDIARIES 2003

" INVESTOR mrosMATiON

" The 2004 Annual Meetmg of Shareholders w111 be held on )
Friday, May 14, at the Hyatt Regency Hotel, 500 Poydras _ _
Plaza, New_Orleans, - Louislana The meeting wxl] begm N

- at 10am (CDT)

SKAREHOLDER was

Entergy'’s quarterly earmngs results d1v1dend actxon,

"-and other news and information' of investor interest may

.be obtained by calling Entergy Shareholder Direct at -

1-888-ENTERGY (368-3749) You may also use this servwe

.+ to receive a printed copy of the qua.rterly earmngs releaser
.~ by fax or mail. Updated quarterly earnings results can be - .
expected in late April, July, October, and early February . Quarterly d1v1dend payments (m cents-per-share)

' Dividend information will- be updated accordmg to the - -

declaration schedule.
~ This 'and other information,
. Corporate Governance Gmdelmes

page on the Internet’s World Wide Web at www.entergy.com.

[ January 30 [ - - "-- February 11 " - . March1
“April7 © Mayiz . S~Junel i .
" July30 © Abgust11 ' 'Se;;wmbera-ﬁ -
. November 17 ~ '

mcluding Entergys s
Board - Committee’

Charters for the Corporate Governance, Audit, and .
Personnel Committees, and Entergy’s Code of Conduct may -
- be accessed electronically by selecting the Entergy home

.For copies of the above and copies of Entergys 10K .

a.nd 10-Q reports filed with ‘the Securities and Exchange

Commission -or, for other investor mformatlon, call_'

1-800—292-9960 or wnte to:

Entergy Corporatxon
. Investor Relations
- . PO.-Box 61000 .
New Orleans, LA 70161 S

Secuntles analysts and representatxves of fmancxal mstl-

tutions may contact Nancy Morovich at 1-504-576—5506 or- -,
.nmorovx@entergycom regardmg Entergys fma.ncxal a.nd

K operatmg performanoe

,Smuu:nox.nsns Accouwr INFOBMATION

~ istrar, d1v1dend dlsbursmg agent ‘and dividend reinvestment .
" and stock purchase plan agent. Shareholders of record with

" questions -about lost certificates, lost or' mxssmg d.wxdend_‘
checks or notxﬁmtlons of change of address should contact -

o Mellon Investor Semoes ’

85 Challenger Road =~ = .

. " Ridgefield Park, NJ.07660 .

" . Telephone: 1-800-333-4368 | ) - L
For Intemet access www.mellonmvestor com ’

CoMMON S'rocx INFORMATION T

:.‘Declaratlon Date

November 5 - -

IDIVIDEND P.nmsnrs ‘ L - : :

- The entire amount of d1v1dends pa.ld durmg 2003 is taxablej
-+ ag ordinary .income. The Board of - Directors .declares - ]
. dividends quarterly and sets the record and payment dates ’

: Subject to Board dlscretxon, those dates for 2004 are:

: Record Date 3 " .

", ‘Quarter ,‘1 _' 2004 '. 2003.. 2002 - 2001 "
1- “irasoas. aso ol sl - 30
2 | 8 0 783 - 31% .. .30
i ‘45 33 31% - . 30.
4

. vammvn Rmuvzsrusnrls'rocx PURCHASE
- Entergy offers an automatxc D1v1dend Reinvestment and
. :Stock Purchase Plan administered by Mellon Investor - ", )
_..Services.  The plan is desxgned to provide Entergy share-
K ‘holders and other investors with a convenient and eoonom-', ’
" - ical method to purchase shares of the company's common"
" "stock. The plan also accommodates payments of up to - .
. $3,000 per month for the purchase of Entergy common ° .
" - 'shares. Fxrst-tune mvestors may make an‘initial minimum - .
". . purchase of $1,000. Contact Mellon by telephone or Intemetj
’ 'for mformatlon a.nd an enrollment form ) . -

'szc'r Bsoxsrmvnon Srsrsu . f,' : coe

- . Entergy has elected to partlclpate ina Dlrect Regxstratlon - ) L

- - System that prov1des investors with an alternative method . "
~for holdmg ‘shares. DRS w1ll permit mvestors to move

" Mellon Investor Services, LLC isEnter Vs eragent reg ,shares between the companys records and the broker .

E dea.ler of their choice.

The- compa.ny’s common stock is listed on the New York -

- Chicago, and Pacific exchanges under the symbol “ETR.”

The Entergy share price is reported da.\ly in the financial - -

- __press under "Entergy” in most hstmgs of New York Stock

-Exchange securities. Entergy common stock is a compo- oo '

_ nent of the following indices: S&P 500, S&P Utilities Index," ;

“and the NYSE Compos1te Index, among others.

At year-end 2003, there were 228, 897 642 shares w
of Entergy. common _ stock outsta.ndmg Shareholders of - - -

‘record totaled 54,738, and appro:nmately 89,000 investors

‘This optlon, available to every shareholder who chooses -
‘to have shares registered in his or her name on the books :
-of the oompany, will ‘be offered by broker dealers at’ the .
" time an -investor purchases shares  and requests that
-~ they be registered. An additional feature of DRS enables ' -
, - existing regxstered holders to deposxt physxcal shares into a " o

: book aocount o

\ ':-.'.‘.".‘Eursnov Counox Srock Pmczs e e
. "The high and low. tradmg prices for each quarterly penod
Vin 2003 and 2002 were as follows (m dollars) s

" 2008 o

* 2002
Quarter Lo . -High .Low '~ - High : Low
A - 49.55 42.26 .  43.88
2 .. T 7T '54.38 4590 © © 46.85° 141.05
g s e T 54900 4775 44.95 83212
a7 o 5124

'51.08 " 46.42

Payment DateV
December 1'
—,2ooo-:"-f.

45 . 85. ‘a3  B81% .

3825

3680 - -

U S S S S S

S S O
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