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ENTERGY CORPORATION

Headguartered in New Orieans, Entergy is one of the nation’ units wtilizing coal. gas. nuclear, oil, and some byaroelectric

largest investor-ouned public unility holding companies. serving vower This power is contally dispasched across more

more than |.7 million retail customers in portion: of Arkansas, than 80,000 miles of interconnected transmission and

Loutsiana, Mississippi, and Missouri. Entergy also provides distribution lines.

wholesale electricity off-System to neighboring utilities, and The Entergy System tnicludes the eight principal

markets its energy expertise worldunde. subsidiaries described below, and Entergy Services, Ine.. which
The Entergy Syctem bas a diversified generating provides technical, administritive, and corporate services to all

capacity of 15.2 thousand wiegawatts, including 50 generating the companies in the Eniergy Sysiem.

ARKANSAS Power & LigHT CoOMPANY (APKL)
Headquartered in Litde Rock, AP&L provides

RETAIL SUBSIDIARIES

clectric service to 600,000 customers in 63 of Arkansas

75 counties and in 10 connties in Missouri.

Lovisiana Power & LicHr Comeany (LP&L)
Headquartered in New Orleans, LP&L provides electric
service to 582,000 custamers in 46 of Lovisiana’s

64 parishes.

Mississiept Power & Licht Company (MP&L)
Headquartered in Jackson. MP&L provides electric
service to 350,000 customers in 45 counties of

western Mississippi.

New OrLeans Pusiic Service Inc, (NOPSD
NOPSI provides electric service to 191,000 customers
and natural gas service to 160,000 customers in the

city of New Orleans.
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qualities that maue i0sas come trve
dedication, craltsmanship, aitention ic

detall &nd plain, old-tashioned hard work

In this raport, we present the work of
various reglondl craftsmen - work taal
symbolizes the vanslormation of iveas Into
things of beauty and lunetion, work crated
with sugh compelence aed care thit the
results ancieh our lives

We at Erdergy Corporation salute that
creative spint— and tha qualily sweat and
gatgrotination that enable tha! spirit to
triumph. In 1980 the creative spirl has
been at wark al Entergy Corporation. driving
us lo bring our vision to reality. “to become
and be recognized as, a customar-oriented
socially responsible, hinancially strong
successtul competitor in the 2voiving elecinc
energy business.” Already. we can see the

results af Mose ideas beginning 1o take shape







~ Usalways a pleasure o report good news.
Earnings this year rose significantly. The
-~ quarterly dividend grew by 20 percent. Return
on equity is also up significantly - to nearly
11.5 percent. We are achieving a financial
waraaround and are working now on consistent
financial strength.

We count all of these as milestones
toward fulfillment of the company vision:

“to become, and be recognized as, a customer-
oriented, socially responsible, financially
strong, successful competitor in the evolving electric
energy business.” In the three years since that vision was
introduced, we have come a long, long way roward
making it a reality.

Two new subsidiaries were bom this year,
Entergy Operations, Inc., our streamlined nuclear
management company, was created to improve the
performance of our nuclear power plants and hold the
line on nuclear costs. Entergy Power, Inc., our wholesale
electricity generaror, was created to tap a growing and
potentially lucrative new market,

Already, our atrention to these areas is having
an impact. In 1990 we kept operations and maintenance
(O&M) costs under budget, despite unanticipated
expenses at Arkansas Nuclear One. Qur sharper focus
on wholesale power transactions also paid off.

Wholesale electricity revenues rose to nearly $213 million
last year — up 20 percent. We expect additional growth

in this area as Entergy Power enters the mavketplace.

ENTERGY CORPORATION
AND SUBSIDIARIES

This double-pronged campaign — to contrul
costs and increase revenues ~— is the essence of our drive
to financial strength. In 1990 we made progress on both
tronts. Interest expense and preferred dividend
requirements fell by $38 million, a result of the System’s
aggressive program to reduce capital costs, Employee
efforts to control O&M costs unleashed a flood of
creative measures, ranging from improving the fucl
economy of company trucks to restructuring our contracts
with sup dliers and vendors. 10 all, employee-sponsored
initiatives saved more than $17 million in 1990

The cumpany’s most significant cost-control
initiatives, however, are the several functional
realignments now under way. Following the lead of our
successful nucleur consolidation, we have begun to
structure other areas along functional lines. Thus, the
generation and transmission functions of the four
operating companies are being merged into a single
organization. A similar restructuring of the System’s
distribution and customer service functions is also under
way. Both will be operational in 1991,

Our studies show that these functional
consolidations will enabie us to collapse several layers of
management, spread functional responsibilines over a
larger geographic area, eliminate duplicate efforts, and
substantially reduce costs — without reducing service.
These will be increasingly important resuits in the more
competitive days ahead.

The othet, equally rewarding part of our drive
to financial strength is increasing revenues — and with
revenues, profits. Sales were up this year = partially
due to a long, hot summer — but more significandy,
due to the entrepreneurial spirit of the System’s

marketing personnel.
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ARKANSAS Powrer & LigHT COMPANY
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Arkansas Power & Light, founded in |
is Arkansas' largest elactricity supplier. Arkansas’
ecanomy is balanced between industry and agriculture
while lakes, rivers, and forests make "The Natural State

2 MAtor toOunst attraction

Arkansas experien: ed dramatic manutactunng

prowth in the 1980s and is becoming a major retail

distribution center. Two of the country's retailing glan

Wal-Mart and Dillard’s, are headquartered in Arkansas

[he McClellan-Kerr Arkansas River Navigation Project

yoened the state to the markets of

ts

'

ENTERSY CORFURATION

AND SUBSIDIARIES

Louisiana PowER & LIGHT COMPANY

Louisiana Power & Light has brough:

electricity o Louisiang since 1927 and now serves 40 of

the states 64 ;‘.\.n\h;w (counties), m;hnhn;i most of

northern and southeastern Louisiana and parts of cast

central Louisiana
['he stare is a major petrochemical producer
§ J;\p'!u';\? diw;\'u\\|l!hl!',‘)'\ 25 percent of the nation
hemicals and 16 percent of total ULS, oll praductior

| 1€ state 18 also the LD, second-largest "»-..\!L.,(-v y

-




(,/ NTERGY'S RETAILL
OPERATING COMPANIES

Mississiert POWER & LIGHT COMPFANY
Mississippt Power & Light provides electricity

10 the western halt of \hw;v\\zf.';». i \imi\u) the tertiie NEw ORLEANS PUBLIC SERVICE INC

Delia and cities such a: lackson, Vicksburg, and Nawchez For a century, electncity nas tueled New Utleans
One of the hest agn ultural states ;:mm' and, singe the carnly 1905, Ivew Ulrleans Public
A ) % a .1 st ST N
Mississippi is the nation's wading producer of cathsh yervice Inc. has delivered it Today, NOPSI provides
and among the top 10 producers of cotton, rnce, sweet electric and gas service to approximatel 00 New
potitoes. pecans, soybeans, and broiler chickens Orleans residences and Dusinesss
Cattle procuction accounts for over $1 bitlion u L he Citys bu WM \ tor accounts to
vearly revenu 1Y percent of el Wity sal and pub hot
' A | ]
Industriglly, Mississippi is the nat leading another 15 percet he remain ymes fror
pr of CO,, and ranks 1 1th and 12 natum residential and industna {
gas and Ol production, respectivel Aphare! and tood F'he Port of New Orleg ne of th nint
Products lumber and wood products, electrica largest, handling more tonnage p i than Houston
machinery, transportation equipment, and turnicure New York, or Los Angele \iong with this world of
ind hixrares are other leading industn goods, New Urleans embraces a rich heritage of sceni
MP&L has butlt its business on a commitmer historic, culinary, cultural, and etl ' In fac
Maty ! 14 A " } - ) X » | ’
rleiping HSuia il SibD I T i S 1{ V1S often call na \
¢ {evelor r Harr teed S [ it ndd t p |
CCOnNOILAKE deveiopm ) { ied o) NCW JODs 1t I s diversity and histon nart Da )
990, through a wide range of services, including the city s appeal as a meenng site for ¢co 1
ILENTIVE rates (o new or expanding {ustries trade shows, and events as large as the Super Bow
MPRL also supports the state s education the Republican National Convention, and the visit o
mprovement eftorts by sponsoring an arr 1 progran !..\Z‘( john aul Il

ropout and illiteracy rates and NOPS! supports New Orleans througi

strengthening science and math educan ncluded are conomic and cuttural development programs such
NoICe i nova ora 1t St ) \ “,uu ition Mainstre an adult \il(LI'-h“w program and
par lunteers INto classrooms to uree nint the sponsorship of “Christmas in the Oaks, an annual
grad )’ ' \ JUCE i v N )
i il 1 0 \ 148
15818t pu ho t A







here s hothing more powertul than

an idea. Yet, not all wdeas live up t

\ » t "
their potential. Many are forgorte

lost, discarded, or abandoned. Orthers

die, then are resurrected

How s an

i sht
Kiga brought to

reality? How does a deeam tike

dH-{ dwell anong us
15 \
[he poweriul eas are thos that live in the

hearts of men and women. As long as an wdea stays

off in the distance horizon

an elusive mirage on the

of the imporsible -« 1t cannot be brought to presen
day reality
1o become real, an 1cea must be !:‘;}‘.C\l:'\': It
} s &l ’ { " |
must be chewed on, slept over. and lived in. [t must
tnwiard

make the journey from “how things could be

1o how th ngs are it tnust be believed in as fact, and
then it becomes tact

Fhen, too, we ourselves must be teady for the
i\it‘.l \X(‘ Mst ;‘uswv the klm\\i;\ig'\ .m\‘: skills to give
birth ro it. and to shape it once it is born

Yet in the long run, knowledge and abtlicy are

not enough, [Fwe haven't sutficient stamnina or cours

Dedr frrutt

the dream may die betore it has a chance to

Giving lite to ideas takes sweat and staving power

It takes willingness to nsk fatlure. To make mistak

then try again

./ 4
//m\ DoEs MAN CREATE?

tar those wi i {0 the ¢ nge i th
everyihing that tollows becomes ar CXpression ot
faith, |he idea Hows out of their actions, as the pot
1 the hands of the pott
\t Entergy Corpotation, our vision is
me, And e recognized as, a4 customer-onented
spOnsidie, hnancia st i, SuU sstu
ot N THE SYOIVIRE CICCTTIC energy DUSIICSS
HICC YEars ago, it wits only a drean a dream

'
LUt we Knew that the dream expressed

L company We have been
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“My main goal is 1 make the

viewer teel compelind to

pick the piece up’vtom‘ch

L ang onge M‘s'toucholn‘

k no! wan! lntpunf Mn

The magic's not in the

tummmdmmmu :
Jaseph Brandom

malatyinith
Bake: [ oulsiana







Teamwork Is a vital part ?l
(Hass Momu because you
only have a lew seconds to
shapk  plece bitore .
hardens Awvort or & nod tells

ps all we'need to know







'\_mnmmm I did

iraditional quits. Then |
started making my own
m based on traditional
il patomns. Now ' more
: ﬁnn to do tontemporary
preces pecause Iney allow
'ml 10 combine gratations

ol color — like light playing







M takes 10 years 1o become
" glans. 1've beoen praciicing my
uﬂl_uﬁm.ﬁﬂ‘t
anly now that | can leave the

o e

and feel free o edpress the

ideas thal are unique to mé *
St

3 Androw Cavy Youny. .
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February 4 Resalution  The resultion (including the Determmations ana Ok
eferved to thevein) udapted by the New Orleans City Council on Febriuary 4. 1988,
disallowsing NOPST: recovery of 8115 millsen of previe usky deferred Grand Cdf |-

0 wm.

"

‘l; ', -
4 Grand Gulf Station  Grand Gulf Sieam Eleciric Generating Manion | nclear)

' : Grand Gulf | Unit ? of the Grand Gulf Sation

Grand Gulf 2 Uni 2 of the Grasd Gulf Station

Independence 2 Uniz 2 of the Independence Steam Electric Generating Siation (coul)

June 13 Decision  An order sssued by the FERC on fune 13,1985 (Opimion No. 234
welating 1o the Unit Pover Sales Agreement and the Syiwem Agreemeni

Ruve Settlement  March 25. 1986 agreement between NCPSI and the New Orleans
City Counctl regurding NOPS!'s Grand (df | -velased nate tssues

Rischie 2 Uit 2 of the R E. Rischie Swam Electric Genenating Station (o1l
kills mw Jumuary 1, 1983 agreement, @ wadified by the June 13 Decusion,
g the System opensting compavies relating to the sharing of generating cupucity ard

5 MM An Entergy System. company respansible for procurement. deiivery, and
storage of fuel mpplic.

' m.mmmum |
:, AND SUBSIDIARIS

Uit Power Sules Agreement  June 10, 1982 agreement, & amended. omong the
Syutem openiting comparies and Sytem Eneryy relating 1o the sle of capacity and energy
from System Energyt share of Crand Gulf |

K A

Wisterford 3 Unit 3 (nuciear) of the Wisterford Steam Electric Genenating Station
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ENTIRUY CORRORATIEN
AND AUBMIEIARLL S

Ovirvirw
The Entergy System's financial condition continued o strengthen duning 1990, Most of 1990's casn requitements
were met with internally generated funds. Entergy continued 1o pay its quarterly commor scock dividend and in the
fourth quarter of 1990 the dividend was incrensed. Revenues ingreased, as did encrgy sales. primarily in the residential
and commercial sectors, In addition, the System s vost-reduction program continued to fesult in a lower cost of capital.
A discussion of these and other selected factary is presented herein.
RisuLts OF Orerations
1K) 1 949 1 53 U8
Uellgiss o imilleary ) i 1K LRk Tneveite | (oo Y terase 7 { Dot N
Net income (loss) § A7K3 S (W6 8§ 4l § 9500 - § (BRIG) -
Electric aperating revenues $ 38941 $36336 § 34730 $ 2605 7 § Je00 5
Fuel and fuelrelated expenses § EOB2 & T60B § TURI § al4 5 § (11Ld
Purchased power expense § 1556 § 1RoE § 1420 $ 31D U 8 44BN
Other operation expense $ B26 % 7258 8§ 7513 § 1018 i $ Q8% (B
Rate deferrals - net § (30 § (1498 8 2920 8 (116H ("8 8 (1428 (49
Maintenaice expense $ 277 % 784§ 27 § ) o~ § 431 1B
Diepreciation and
decommissioning expense § 4029 8§ 4060 $ 3906 F 03D B 3 154 4
lncome aves $ 53 § 56 § 2409 $ 007 - $ (235.3) (98)
Project Olive Branch Settlements « $(L105.2) - $ 11082 - $L105.2) -
Miscellaneous acher income-net 5 1685 8§ 1028 § 1138 $ 657 o $ (Lo
Interest expense and preterred
dividend requirements § 6980 § T2 § TR6) $ (82 ) § 429 (6
Ecrcrmic Revesuis:
Residential $ 14498 $1.331.2 $ 12885 § 1IRe6 9 » 457 4 ;
Commercial O8R4 930.3 8770 58.1 6 533 6 _
Industrial 1us18 1,021.5 0861 30.3 3 aSa [ 7 '
Governimental 124.6 121.9 122.0 27 2 (1) -
Total retail Jelde 34049 32406 2097 O T .
Sales 1o resale 2125 177.0 1853 RLT T B3 @
Other 67.0 8.7 412 153 30 40 8
Totl $ 38041 $36336 $34736 8§ 0S5 7§ 1600 S -
ENERGY SaLgs:
(A lillsons of kke)
Residential 18174 17245 1788 99 5 % |
Commercial 12977 12,533 12,192 A4 L] 341 k)
Induserial 22.79% 22,396 21.282 399 2 I 114 5
Governmental 1831 1833 1.946 2 - (i 6
Toval retail $8,777 54,007 52.575 1,770 3 1,432 3
Sales for resale 6,292 4:857 5,496 1435 30 (639 (12)
Towl 62,069  SKB64  SKOTI 3205 S 793 |
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KILOWATT - HOUR SALES BY CUSTOMER SOURCES OF REVENUE

Choder {leslities $% =~
'/“"’”” Kevddenitia! W%

Commercial 25% "

Revsdenitoa! 29% * Indwitvidl 2%
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ENTEREY CORPORATION
AND SUBSIBIARINS

O e = o T BT e o R R T s o, e e e R L I

O R B 1 1R e R o B LT R o B e e .~ B L e e M e S e—

Orrven Orprarion Exeensy
Other operation expense increased in 1990 as compared to 1989 due prime 1o a general ingrease in the cost of
operations throughout the System, including increased nuclear operation exp snses resulting from the comprehensive
action plan to improve operations and safety at ANO. @ well as the recording o approximately $15.5 million as a
reduction in 1959 pension expense t reflect the sertlement of NOPSTS pensian plan,

Rare Devimmats - Ni i
Rate deferrals « net decreased in cach compatable period as certain System operating companies recovered a larger por-
tion of their current Grand Gulf |-related costs through increased rates. thereby deferring a lesser amount of such costs,

——abm— -

Mainrenanvce Exmnst
Maintenance expense wae relatively level for 1990 as compared 1o 1989, Maintenance expense increased as o result of
the comprehensive action plan at ANO, bur was offser by reduced mamterance expense at other locations and certain
materials and supplies inventory adjusiments. Maintenance expense increased in 1989 compared to 1988 due primarily
to scheduled refueling and maintenance outages at two of the Svstem'« nuclear units in 1989, plus a reduction in
1988 mainienance expense resulting from the capitalization of certain materials and supplies inventory that had been

previously expensed.

DA TION aND DECOMMISsIONING Expinst
Depreciation and decommissioning expense decreased by approximately $13 million in 1990 as compuared to 1989
due, in part, 1o the deferral of depreciation expense related 1o System Energy s sale and leaseback property. (See Note 9,
“Leases - Sale and Leaseback Tracsactions,” for additonal information on the deferral of depreciation expense.)

- o

Income Taxes
Incomie taxes increased significantly in 1990 as compared 1o 1989 and decreased significantly in 1989 as compared 1o
1988, reflecting tax benefits of approximately $242.7 million recorded in 1989 in connection with certain write-offs
associated with tie Project Olive Branch Settlements,

Misceieaneous Orrniek Incosie < Nt
Miscellaneous other income - net increased in 1990 due primarily to increased interest income on higher temporaty
cash investment balances. Miscellaneous other income ~ net decreased in 1989 duc primarily to AP&L s discontinuance
in July 1988 of deferring a return on investment in alleged excess capacity and to an $8.2 million gain froe the sale of
AP&L s wholly owned subsidiary, Associated Natural Gas Company, in June 198K,

Inrenist Expenst ano Prereaien Dvinesn REQUIKEMENTS
Intetest expense and preferred dividend requirements decreased in 1990 and 1989, reflectg the Svstem's cost-reduction
program under which certain high-cost debt and preferred stock is being retired ot refinanced with lower-cost debr ar
preferred stock. Additionally, the 1989 decrease from 1988 was affected by a 1988 agrecment among LP&L, the
Internal Revenue Service, and the State of Louisiana that required LP&L to record $10.7 million of additional interest
expense in 1988,

el e e i
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SYSTEM RETAIL CUSTOMER CAPITAL REQUIREMENTS®
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DISCUSSION AND ANALYSIS
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Based upon the most resirictive of the tests at Diecembet 31, 1990, the System operating companies conld have issued
mortgage bonds or preferred stock. and System Energy could have issued martgige bonds in the following approximate
amounts, at an asamed annual interest or dividend rate of 10%,

1w wmtllsoon | Kol Preferevd a4
AP&L $261 02
L"&l 509 32‘
MP&L 19§ 73
NOPSH 4R 3
System Energy ¢ _ 04 k.

(1) Cortaisi massagerasont. orpasrnatisnal. and sechmicd] proiesm o ANC are berng adedvessed e paane of a comprehenstie action plive desygrirdd 10
significantly improve thy apevations amd wfiry sf ANC. This qevisn plin cosidemsgdetes inreased operation) and wiaisiengiir eupenidimure for JU9L G4 4 g
resudt, i putrt, of thew greater ixpessee. AP extimates Shar 1ty aarwing cosenages sre libely 1 bl bedone e leswls Wevesiary o pervist the s e of adeitie vl
beogls g poefervend aack (eseept far refunding puspaser) by bese 199 und wisey vermdin bt v levedy tireigh {90 1 veqpuet te bl angd thvough 1991 5
reipevt 10 prifeveed stk AT eentinlly srisfion it foll etimuted regrinement: o exteral v ing for the perssd 10801, 08 dluring fampary 1901

(20 The tsswanee by NOTST o senion wostier (wheties GOK Ronc v preferred ok soonded regpiisre ovviin rgulatory apprevil. e luding upproval
from the SEC. Ve SEC ity brotarically rsutredd that the tsne df ek secwrise: intre @ satiee of yomemon aook aguity b sobal apraaiszarion, (oncluding iyt
teesi debt) of noi des thnen appreimatioly 0% o dighe of NOPST cammmets cgmany ratio bl 37 2% ac Pivoenber 31, 19X it b wwilibedy thar NS/ couid
bt the sepiite reguictiory approvals for b fikaneing i this Do

(80 Syutemn Bnegy s couaseer dloes swee aresenisy proessde for issanye of prefersed vock

In addition, the System operating companies and System Energy had the ability &t December 31, 1990 (subsect 1o
meeting certain conditions) t issue bands against the retirement of bonds without meetine an earnings coverage test
Also, AP&L may issue preferred stock to refund ourstanding preferted stock without me.- . cn caminis COoverage test.

thrts 7 ihivey-ane
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,_ﬁnmenrs OF CONSOLIDATED RETAINED
EARNINGS AND PALD-IN CAPITAL

For the yeur: ended December 31,

eNTHERGY CORPORATION
AND SUBSIDIARIES

(1w *~asanads) 199%) 1989 1988
Retamnes Eaxvines, Javuary | $1,636,254 $2.310,242 21,939,757
Add:
Net income (loss) 478,318 (472.58%) 411,028
Total 2,114,572 1,837,657 2,350,785
Deduct;
Dividends declared on common stock (Note 7) 206,167 184,123 40916
Capital stock and other expenses 1,443 11,542 (373)
Common stock retirements (Note 3) 131,962 5.738 -
Total 339,572 201,403 40,543
Retamwep Earvines, Decevser 31 (Nots 7) $1,775,000 $1,636,254 $2.310.242
Pt In CAPrTAL, JANUARY ] $1.563,313 $1.567,781 $1.565.466
Add:
Gain on reacquisition of preferred stock 75 A8 2,315
Deduct:
Common stock retirements (Note S) 143,505 4516 -
$1,419.883 $1.563,313

Pain=ly Caritas, Drcesser 31

$1,567.781

See Noter to Consolvdaied Financial Siaremenis.

NOTE 1. SuMMARY OF SIGNIFICANT ACCOUNTING PoLicres

The accompanying consolidated financial statements include the accounts of Entergy Corporation and its direct and
indirect subsidiaries: AP&L, LP&L, MP&L, NOPSI, System Energy, Entergy Operations, Entergy Power, Entergy
Services, System Fuels, and Electec. Entergy Operations and Entergy Power commenced operations during 1990, All

significant intercompany transactions have been eliminated.

SYSTEMS OF ACCOUNTS

The accounts of the System operating companies are maintained in ac.ordance with the systems of accounts, prescribed
by the applicable regulatory bodies, which substantially conform to those prescribed by the Federal Energy Regulatory
Commission (FERC). The accounts of the generating subsidiaries, System Energy and Entergy Power, are maintained in
accordance with the system of accounts prescribed by the FERC. The accounts of Entergy: s service subsidiaries,
Entergy Services and Entergy Operations; its non-utility subsidiary, Electec: and System Fuels are maintined in
accoraance with the system of accounts prescribed by the Securities and Exchange Commission (SEC).

Revinues anp Fuer Costs

Three of the System operating companies record electric and gas reveriues as billed 1o their customers on a cycle-billing
basis. Revenues are not accrued for energy deliver=d but not yet billed by the end of the fiscal period. LP&L. accrues
revenue for the non-fuel portion of estimated unbilled revenues. Unbilled revenues tesule trom energy delivered since the

period covered by the latest billings o customers.

Subsuntially all of the System operating companies’ rate schedules include adjustment clauses under which the cost
of fuel used for generation and gas purchased for resale above or below specified buse levels is permitied to be billed or
required to be credited to customers, MP&L has u fuel adjustment clause that allows current recovery of fuel costs.
AP&L, LP&L, and NOPSI utilize a deterral method of accounting for those fuel costs recoverable under fuel adjustment
clauses, Under this method, such costs are deferred until related cevenues are billed.
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ENTERGY CORPORATION
AND SURSIDIARLES

cammercial operation and collected in the later yeats, or recovered currently from customers. These plans vary both in
the proportions of costs that each company retains, defers, of recovers and in the length of the deferral/recovery periods.
By defesring casts associated with the rate moderation plans to the future when they will be collected through incresed
rates billed to customers, the impact of the deferral aspect of these plans has been removed from the income statement.
Only those costs permanently retained and not recovered through rates or through sales o third parties result in a
reduction of net income. Because the actual collection of revenues to recover the deferred amounts will not aceur until
the Ruture, each company records a deferred asset representing the amount of the deferrals and, at the same time, incurs
additional capital requirements associated with the costs being deferred for future collection. In most cases, the carrying
charges associated with the unamortized deferrals are recovered currently from customers. The deferred cost balarce
increases in the eatly years of the rate phase-in plans. As hugher revenues are collected in rates, these rate deferrals are
amortized into operating expenses. During periads when deferred costs are recovered, revenue collections will exceed,
to the extent of such current recovery, current cash requirements for Grand Gulf | or Waterford 3 costs. Recovery of
previously deferred amounts does not increase net income because the related deferred costs are concurrently amortized
INLO Operating expense,

With respect to permanently retained costs, AP&Ls retained share (stated as a percentage of System Energy's 9%0%
owned and leased share of Grand Gulf 1) ranges from 5.67% in 1989 to 7 92% in 1994 and all succeeding years of
Grand Gulf 1's commercial operation. 1n the event AP&L is not able to sell its retained shace to third parties, it has the
right to sell such energy to its retail customers at a price equal w its avoided energy costs. In 1985 LIS L agreed 0
permanently absort, 18% of its FERC-allocated share of Grand Gult 1-related costs. LP&L is allowed 1o recover 4.6
cents pet kwh for the energy related t such retained portion through the tuel adjustment clause. This recovery amount
has been rmporarily reduced to 2,55 cents per kwh pursuant to a 1989 agreement berween LP&L and the Louisiana
Public Seevice Commission (LPSC). LP&L retains the nght to sell such energy to nonaffiliated parties at prices in excess
of the fuel adjustment clause recovery amoung, subject to LPSC approval.

In 1989 NOPSI agreed to temporarily absarb, and not recover from its retail racepayers, 18% of its FERC-allocated
share of Grand Gulf 1-related costs, net of any sales of energy from the 18% absorbed portion to NOPSIs ratepayers at
4.6 cents pet kwh, until such time as the present value savings to NOPSE's retail ratepayers wtal $23.5 million, projected
to be approximately May 1991, (However, NOPSis permitted to sell the energy trom such portion to other parties at
more than 4.6 cents per kwh.) For the year ended December 31, 1990, System Energy's billings to AP&L, Lol and
NOPSI totaled approximately $288.2 million, $112.1 million, and $136.1 million, respectively

POSTRETIREMENT BENEFTTS

Entergy and its subsidiaries have various postretirement benefit plans covering substantially alt of their employees. The
policy of Entergy and its subsidiaries is to fund pension costs in accordance with contribution guidelines established by
the Employee Retirement Income Security Act of 1974, as amended. and the Internal Revenue Code of 1986, as
amended, and to fund and record other postretirement plan costs on a cash basis. (See Note 10, *Postretirement
Benefits,” for additional intormation.)

Incont Taxes

Envergy and its subsidiaries file a consolidated federal income tax return. Pursuant to an intra-System income tax
allacation agreement, income taves are allocated 1o the System companies in proportion to their contribution to consoli-
dated taxabie income, In accordance with SEC regulations, no System company is required to pay more income taxes
than would have been paid had a separate income tax reairn been filed. Deferred income taxes are recorded based on
differences between book and taxable income to the extent permitted by the regulatory bodies for rate-making purposes.
Investment tax credits utilized are deferred and amortized based upon the ave rage useful lite of the related property.
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Implementation of the FERC Sertlement (including the cancellation of Grand Gulf 2 and the related write-oft) and of
the related state and local sertdements reduced consolidated net income and retained earnings in 1989 by approximately
$862 million and reduced earnings per share by approximately $4.22. As a result of these sertlements. the System
reported a net loss of approximately $473 million and a loss per comman share of $2 31 tor 1989,

While all parties to the FERC Settlement agreed not to pursie any prudence disallowance of Grand Gulf |
construction costs and operating and maintenance expenses recorded through June 9, 1989, the FERC Setdement,
among other things, does not prejudice any party s right to seek disallowance of such costs recorded after that date or the
right of the parties to seek future changes to the Unit Power Sales Agreement that are not inconsistent with the FERC
Settlement. 1n addition, the FERC Setdement did not prejudice the right of any party to turther pursue liigation
with respect to the February 4 Resolution. (See “FERC Complaint Case” and “FERC Audit” herein and Note 8,
“Commitments and Contingencies ~ NOPSI Prudence Disallowance.”)

i FERC's June 13 Dicision

The June 13 Decision allocating the capacity and energy from System Energy's share of Grand Gulf | and the costs
associated therewith among the System operating companies was reaffirmed by the FERC in its November 30, 1987
order. The challenges to this decision terminared on April 16, 1990, when the U.S. Supreme Court denied a petition for
writ of certiorari secking review of the US Couit of Appeals for the D.C. Cireunt's affirmance of the November 30,
1987 order, chereby ending the appeals process with respect to the June 13 Decision

Marci 1989 Ornir

A March 1989 arder issued by the LPSC provided, among ather things, thar LP&L was entitled 10 an annual increase
in retail rates of approximately $45.9 million, but that in liew of a rate increase, LP&L rewain the LPSC junisdictional
partion of $193.7 million of proceeds (stated to approximate $ 188.6 million) received by LP&L in October 1958 as
a result of litigation with a gas supplier, and, for the benefit of ratepayers. begin in March 1989 to amaortize such
jurisdictional proceeds plus interest thereon acer sed through February 28, 1989, pursuant to a rate amortization
schedule that currently is scheduled to extend for 5.3 vears. At December 31, 1990, the unamortized balance of these
jurisdictional proceeds was approximately $139.4 million. LP&L believes that the March 1989 order should have the
eftect of providing approximarely the same amount of additional net income available for common stock as would an
annual rate increase of $45.9 million (the amount of LP&L s revenue deficiency as determined by the LPSC) over the
5. 3-year period. LP&L agreed to a five-year base rate freeze, at the then current level, subject to certain conditions.
LP&L may apply for rate relief in certain instances, such as changes in the federal tax laws or catastrophic events,

In April 1989 the Louisiana Energy Users Group (LEUG), a group of LP&L's large industrial customers, and the
members of such group individually, filed a pettion for appeal and judicial review of the March 1989 order in the
Nineteenth Judicial District Cours for the Parish of East Baton Rouge, Louisiana (Stare Diserict Court). The LEUG
contends that the LPSC was without jurisdiction or authority to permit LP&L to retain the judgment proceeds. Further,
the LEUG requests that LP&L be directed to keep and maintain in a separate account, pending a decision of the State
District Court, the judgment proceeds, or alternatively, the remainder of the proceeds after payment of the initial
amount required to meet the first year's revenue requirements of approximately $45.9 million. Teal of the appeal had
been scheduled for March 22, 1990, However, on March 1, 1990, the LEUG filed a motion with the State District
Court requesting continuance, without date, of these proceedings. LP&L did not appose this continuance and the State
Distrier Court granted such continuance on March 1, 1990, LP&L will defend vigorously against the appeal if it is
prosecuted. The LEUG has stared its intention to offer a witness at the trial of the appeal. [f this occurs, LP&L intends,
and the LPSC has stated its intention, to offer countervailing witnesses. The teial judge has stated bis intention to send a
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$19 million and subsequent vears’ revenues by a comparable amount, but decreasing ar the rate of approximately
$0.5 million in each vear thereatier. As of December 31, 1990, the after-tax effect on the consolidated financial
statements would be to reduce net incomie by approximarely $20 million.

System Energy intends to vigorously contest this issue through a hearing, scheduled August 13, 1991, before a FERC
adminiscrative law judge, and believes that its income tax accounting procedures are in compliance with FERC and SEC
requirements. However, the ultimate resolution of this issue is uncertain. Accordingly, no provision has been made in
the consolidated financial statements for the possible effects of a decision adverse to System Energy.
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SYSTEM AGREEMENT

On August 9, 1990, the LPSC filed u complaint with the FERC seeking a reduction, from 14%, in the FERC-approved
rate of return on common equity as a compaonent of intercompany capacity equalization charges under the System
Agreement, and requesting that the complaint be consolidated with pending proceedings before the FERC involving
System Energy (see “FERC Complaint Case,” herein). Petitions to intervene have been filed by vanous parties. On
September 13, 1990, Entergy requested that the FERC dismiss the LPSC's complaint. In February 1991 the FERC
consolidated this proceeding with the FERC proceeding involving Systern Energy discussed under “FERC Complaint
Case” and set the refund effective date for December 24, 1990,

On August 20, 1990, the city of New Orleans filed a complaint at the FERC against Entergy. the System operating
companies, and System Energy requesting the FERC to investigate certain issues related ro the transfer of Independence
2 and Ritchie 2 to Entergy Power aad its effect upon the System operating companies and their ratepayers. On
September 21, 1990, Entergy, the System operating companies, and System Energy filed with the FERC an answer to
the city's complaing asking that the complaint be dismissed. Numerous parties have intervened in this proceeding. In
the first quarter of 1991, the FERC issued an order (1) denying motions 1o dismiss the complaing, (2) dismissing the
complaint, in part, without prejudice. (3) setting for investigation the gquestion of whether overall billings under the
System Agreement will increase as a result of the transfer of the two units to Entergy Power and, if so, whether those
higher chaiges reflect prudently incurred costs that may be reasenably passed through the System Agreement, and (4)
providing that rates charged under the System Agreement after the transter of the two units be subject o refund, eftective
October 19, 1990, The matter s pending,

SEUTLEMENT AGREEMENT W11 GAS SUPPLIER

During 1990 three lawsuits, filed during the period 1986-90 by MP&L agaimst United Cas Pipe Line Company
(United), arising out of a December 8, 1967 “Gas Sales Agreement” between MP&L and United were sertled. A
settlement agreement between the parties was approved by the MPSC on October 29, 1990, and the three suits were
dismissed by the U.S. District Court for the Southern District of Mississippi on November 1, 1990, Pursuant to the
sertlement agreement, MP&L received approximately $8.2 million that was applied, pursuant to a December 1990
MPSC arder, to reduce the phase-in/recovery adjustment portion of MP&L's rate deferral balance. In addition, MP&L
and United entered into a new tour-year gas purchase agreement under which MP&L will purchase from United
aprroximately 34,1 billion cubic feer of gas.

Ornier Rare anp ReGuiatory MATTERS

See Note 8, “Commitments and Contingencies ~ NOPS! Prudence Disallowance,” tor informarion with respect to the

NOPSI prudence disallowance,

Tarty 1ix 7 larky-1évén
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System Fuels has two bank credic agreements for use in financing s fuel oil and nuclear fuel inventories, respectively.,
The ful oil financing agreement allows for borrowings of up to $30 million subject to a limit equivalent w 80% of the
lower of cost or fair market value of its fuel ol inventory stored at certain sites. The nuclear fuel financing agreement
allows for borrowings of up to $45 million. Borrowings under these agreements are restricred as to use and are secured
respectively by System Fuels” fuel oil and nuclear fuel inventories and certain accounts receivable arising from the sales of
these inventories. In addition, AP&L, LP&L, and System Energy have agreed to purchase the nuclear fuel inventory in
the event System Fuels is unable to fulfill its obligation under the agreement. Fees are paid on the unused portion of
these agreements. At December 31, 1990, there were na borrowings outstanding under these agreements,

The short-term borrowings (excluding money pool borrowings) and the interest rates (determined by dividing
appliceble interest expense by the average amount borrowed) for the System were:

Yeurs endderi Devesber 31,

(Edoliars i thowsands) 1990 1989 1988
Avemgé Borrowing:
Bank loans $ 7,953 $ 6,023 $ 52933
Commercial paper - - $ 53,216
Other § 667 $ 2,097 $ 19,127
Maximum Borrowing:
Bank loans $62,405 $30,300 $100,805
Commercial paper - - £ 65,000
Orther $ o007 $ 4,137 $ 32,667
Year-End Boirowing:
Commercial paper - - $ 26,000
Other $ 667 $ 667 $ 21,657
Average Interest Rare:
Diring period -
Bank loans 9.9% 11.1% 9.3%
Commercial paper - - 9.1%
Other 10.0% 9.0% 10.4%
Atend of period -
Commercial paper - - 9.3%
Other 10.0% 10.5% 11.0%
Credit facilities (excluding the money pool) and borrawings thereunder of the System companies were:
Yeurs ended December 31, 1990 1989 1988
Credit Credit Credit
(I thessands) Factlires  Borvowing: Fanihtees  Bormwing: Pucthiies Borrowings
Short-term: o
System Fuels - - - - $105,000  $43,500
System operating
compinies $180,015 $067 $166.415 $667 $140,588  § 4,157
Long-term:
System Fuels $ 75,000 - § 75,000 - - -
fifey ! fifty-uve
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Cash sinking fund requirements for the ensuing five years for preferred siack outstanding at December 31, 1990, are
(in thoasands): 1991, $31,750; 1992, $31,750; 1993, $38,750; 1994, §38,629; and 1995, $37,250.

In 1989 Entergy received SEC authorization to repurchase, from time to time, through December 31, 1991, up to
20,458,109 shares of its outstanding common stock either on the open market or through negotiated purchases of tender
offers. As of December 31, 1990, Entergy had repurchased and retired (returned to authorized but unissued status)
19,323,900 shares of its comman stock at an aggregate cost of approximately $382.3 million. Of this amount,
18,734,400 shares were repurchased and retired in 1990 at an aggregate cost of approximately $369. 1 million.

The eftect of these transactions reduced common stock, paid-in capital, and retained earnings by approximately $93.7
million, $143.5 million, and $131.9 million, respectively, in 1990 and $3 million, $4.5 million, and $5.7 million,
respectively, in 1989,

In November 1990 Entergy received further SEC authotization to repurchase, from time to time, through December
31, 1992, up to an additional 18,575,009 shares of its autstanding common stock either on the open market ar through
negotiated purchases or tender offers,

Under the repurchase program, purchases are made from time to ume depending upon tavorable market conditions
and autharization of the Entergy board. There is no assurance as to the actual amount of purchases thar will oceur.

Notr 6. Lone-Term Dest
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The long-term debe of Entergy and its subsidiaries at December 31, 199G and 1989 was:

(I thowsands) 1990 1989
First mortgage bonds $3,870,529 $3,830,313
G&R Bonds - due 1991-97, 9.90% ~ 14.95% 320,000 290,000
Other:
Long-term obligation ~ Department of Energy (Note 8) 89.053 82,393
Municipal revenue bonds ~ due serially through 2004, 2.75% - 8% 17,464 20,466
Pollution control revenue bonds and installment
purchase contracts;
Due serially through 2014, 6.4% - 9.5% §7.:235 58,600
Due 1995:2016, 6 '/5% ~ 12 '/1% 915,710 896.050
Purchase obligations under inventory supply agreement 25,131 26,163
Grand Gulf | iease obligations (Note 9) 500,000 500.000
Watertord 3 lease obligations (Note 9) 353,600 353.600
Miscellaneous 79 -
Totl other 1958472 1937272
Unamortized premium and discount - et (43,399) (37.074)
Total long-term debr 6,105,602 6,020,511
Less - amount due within one year 339,717 29.427

Long-term debt excluding amount due
within one year $5,765.887% £5,991,084
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Nott 7. Retained EARNINGS

The provisions of various agreements relating 1o the long-term debe and preferred erock of Entergy's subsidiaries restrict
the amount of dividends or other distributions on common stock of the subsichiaries. In addition, without approval of
the SEC under the Public Utility Holding Company Act of 1935 (PUHCA), the unrestricted, undistributed retained
earnvngs of any Entergy subsidiary are not available for distribution to the common stockholders of Entergy until such
earnings are mace avuilable to Entergy through the declaration of dividends by such subsidiary.

Consolidated retained earnings at December 31, 1990, included $689.6 million of retained earnings of Entergy,
which are unrestricted as to the payment of dividends, and $166.7 million of unrestricted, undistributed retained
earnings of Entergy’s subsidiaries.

In addition to retained earnings distribution restrictions. the PUHCA prohibits Entergy's subsichiaries from making
lans or advances to Entergy. The total investment of Entergy in the comman equity of its subsidiaries at Diecember 31,
1990, amounted to approximately $3,736 million. Of this amount, approsimately $326 million, including $166.7
million of unrestricred, undistributed retained carnings, was available tor distribution to Entergy under the restrictive
agreements discussed herein.

Note 8. CoMmrments AND CONTINGENCIES
NOPS! Prupence DISALLOWANCE

T S BN TR

A disallowance by the New Orleans City Council in the February 4 Resolution of $135 million of NOPSI's previously
deterred Grand Gulf | -related costs is stili being litigated by NOPSTin both federa! and state courts. (The $135 million
disallowance was written off in 1987.) NOPSI believes that the February 4 Resolution is contrary to the evidence
presented to the council. However, NOPSI cannot predict the outcome of the federal and state court proceedings or
whether the February 4 Resolution will ultimately be overturned by the courts.

The February 4 Resolution continues to constrain NOPST's ability, over the near term, to raise funds from external
sources. However, even if there were no judicial reversal of the February 4 Resolution and assuming no catastrophic or
other extraordinary event, NOPSI now estimates that its available cash resaurces should be sufficient to permiit it to meet
its projected cash requirements for the foreseeable future.

Carrial REQUIREMENTS ANE FINANCING

" e

Construction expenditures for the System during the vears 1991, 1992, and 1993 are estimared to aggregate $41.2.3
million, $447.8 million, and $441.9 million, respectively. In addition wo construction expenditure requirements, the
System will require approximately $986.8 willion during the period 1991-93 o meet long-term debt maturities and to
satisfy sinking fund requirements. [t is expected that a substantial portion of the above requirements during the period
1991-93 will be satistied from internally generated funds and cash on hand. AP&L , LP&L, and MP& L will require
funds from external sources during the period. In this regard, AP&L essentially satistied it fuli estimated requircments
for external financing for the period 1991-93 during January 1991, (See "ANO Operations Improvement Plan™ . erein
for information on increases in AP&L's capital expenditures and operations and maintenance expenses in

connection with the comprehensive action plin to improve performance at ANO, and its effect on AP&L s ability to
obtain external financing,)

Pursuant to their rate phase-in plans, during the periad 1991-93, AP&L, MP&L, and NOPSI will be collecting
Grand Gulf | costs and LP&L will be collecting Watertord 3 costs incurred but not collected in previous years. These
collections constitute cash available to meet capital requirements and long-term debt obligations.

Certain System companies are proceeding with arrangements for the possible redemption, putchase, or other
acquisition of all or a portion of certain outstanding series of high-cost debtand preferred stock. Further, AP&L has
entered into arrangements (subject to wpolatory approvi) tor the sale of s Missourt retail properties, Missouri accounts
receivable, and material ari! supplies inventories for approximately $76 million (which is in excess of book value), of
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under a credit agreement and through the issuance of intermediate term notes. The credit agreements all have terms of
five years and the intermediate term notes have varying maturities of ane and one-half to 10 vears. It is contemplated
that these arrangements will be extended ar alternative financing will be secured by each lessor upon the maturity of the
current arrangemenits, based on the particular lessee's nuclear fuel requirements. [Fa lessor cannot arrange tor alierna-
tive financing upon the regularly scheduled maturicy of its borrowings, the particular fessee must purchase nuclear fuel
in an amount equal to the amount required by the lessor to resire such borrowings. Fach of these companies had prior
nuclear fuel leasing arrangements thar were effectively canceled with the start of the new nuclear fuel lease armangements.
Leuse payments are based on nuclear fuel use. Nuclear fuel lease expense of $199.9 million, $188.9 million, and
$219.7 million was charged 1o operations in 1990, 1989, and 1988, respectively. The unrecovered cost base of the
leases was $367.5 million, $420.1 million, and $396.1 million at December 31, 1990, 1989, and 1988, respecuively.

SALE AND LEASEBACK TRANSACTIONS

Arrangements for the sales and leasebacks of an aggregate | 1.5% undivided ownership interest in Grand Gulf | and of
three undivided portions of Waterford 3, equivalent on an aggregate cost bais 10 9,3% of Waterford 3, were entered
into by System Energy on December 28, 1988, and by LP&L on Seprember 28, 1989, for aggregate cash considerations
of $500 miition and $353.6 million, respecuvely. The sales were made to owner trustees under trust agreements with
owner participants. System Energy and LP&L are leasing back the sold interests on a net lease basis over 26 '/i-year and
28-year basic lease terms, respectively. system Encrgy and LP&L have options to terminate the leases and to repurchase
the sold interests in Grand Gulf | and Waterford 3 at cerrain intervals during the basic lease terms, Further, ar the end
of the basic lease terms, both companies have an option to renew the leases or 1o repurchase the interests sold in Grand
Gulf | and Watertord 3.

In connection with the equity funding of System Energy s sale and leaseback arrangements, letters of credit are
required to be mainined to secure certain amounts pavable by System Energy under the leases. The initial letrers of
ctedit, which were scheduled o expire on December 28, 1991, were replaced on January 14, 1991, with new lecters of
credit that are scheduled to expire on January 15, 1994

In connection with System Energy s sale and leaseback transactions, the amounts charged, for financial reporting
purposes, to expense include the interest portion of the iewse obligations and depreciation of the plant However,
operating revenues include the recovery of the lease payments since the transactions are accounted for as sales and
leasebacks for rate-making purposes. Total interest and depreciation expense exceeds the corresponding revenues
realized during the early part of the lease term. In December 1990, consistent with a recommendation contained in a
recent FERC audit report, System Energy recorded as a deferred asset the current and prior year difference berween the
recovery of the lease payments and the amounts expensed for interest and depreciation, resulting in an increase in net
income on the consolidated financial statements of approximately $24 million in 1990, The eftect of the deferral was to
decrease depreciation expense by approximately $30 million and interest expense by approximately $2 miliion and
increase related taxes by approximately $8 million. The deferral will 'nerease in the early years of the lease term and
reverse aver the later yeurs of the lease term as the revenues associated with the leases exceed the charges for depreciation
and lease interest.

[n connection with LP&L's sale and leaseback arrangement, it LP& L does not exercise its option to repurchase the
undivided interests in Warerford 3 on the ftth . niversary of the closing date of the sale and leaseback rransactions,
LP&L will be required o provide collateral to i owner participants for the equity portion of certain amounts payable
by LP&L under the lease. Such collateral requirements are to be in the form of either a bank letter of credit or new
series of first mortgage bonds issued by LP&L under its first mortgage bond indenture. (See Note 1, “Summuary of
Significant Accounting Policies = Utility Plant and Depreciation,” for information with respect to the financial
reporting trearment of the sale and leaseback transactions.)
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