number of registered shareholders of Entergy common stock on , 2008, and approximately

shares of our common stock outstanding. The actual number of shares to be distributed will be
delermined on the record date and will reflect any exercise of Entergy options between the date the Entergy
board of dircetors declares the dividend for the distribution and the record date for the distribution.

Before the separation, we will enter into the Separation and Distribution Agreement, the Joint Venture
Agreements, and scveral other agreements with Entergy or EquaGen to effect the separation and provide a
framework for our relationships with Entergy, Entergy’s other businesses and EquaGen after the separation.
These agreements will govern the relationship among us, EquaGen, Entergy and Entergy’s other businesscs
subsequent to the completion of the separation and provide for the allocation among us, EquaGea, Entergy
and Entergy’s other businesses, of the asscts, liabilitics and obligations (including employee bencfits and (ax-
related asscts and liabilitics) relating o the nen-utility nuelear business attributable to periods prior (o, at and
after our separation from Entergy. For a more detailed deseription of these agreements, see the section entitled
“Certain Relationships and Related Party Transactions.”

The distribution will nol affect the number of outstanding shares of Enlergy common stock or any
rights of Entergy shareholders.

Share Purehase and Dividend Reinvestment Plan

For sharcholders who hold shares of Entergy’s common stock in Entergy’s share purchase and dividend
reinvestment plan, the shares of ouy common stock such sharcholders are entitled to reccive in the distribution
will be distributed to your account for Entergy’s share purchase and dividend reinvestment plan.

Incurrence of Debt

We currently expect that in connection wilh the separation, we will incor up to $4.5 billion of debt in
the form of publicly or privately issued debt sceurities. We expect (o transfer 1o Entergy up to approximately
$4.0 billion in the form of either cash proceeds from the issuance of debt securities or a portion of such debt
sccurities. or both, in partial consideration for Entergy’s transfer to us of the non-utility nuclear business.
Entergy has informed us that il cxpecis to use our debt securities it has reccived to reduce or retire Ealergy
debt by exchanging our debt with certain holders of Entergy Corporation debt. We will not receive any cash
preceeds from the portion of our debt securities that are transferred Lo Entergy. The amount to be paid lo
Entergy, the amount and term of the debt we will incur, and the type of debt and entity that will incur the debt
have not been finally determined, but will be delermined prior to the separation. A number of faclors could
affect this final determination, and the amount of debt ultimately incurred could be different [rom the amount
disclosed in this information statement. Additionally, we intend to enter into one or more credit [acilities or
other financing arrangements meant to support our working capital and general corporate needs and collateral
obligations artsing from hedging and normal course of business requirements.

For more information on our planned financing arrangements, please see the sections entitled
“Unauditcd Pro Forma Financial Information of Enexus Energy,” “Management’s Discussion and Analysis of
Results of Opcrations and Finaneial Condition™ and “Description of Material Indebtledness.”

Material U.S. Federal Income Tax Consequences of the Distribution

The following is a summmary of material U.5. tederal incotne tax consequences relating to the
distribution by Enlergy. This summary is based on the Code, the Treasury regulations promulgated thereunder,
and interpretations of the Cede and the Treasury regulations, including proposed regulations, by the courts and
the IRS, in elfect as of the date hereol, and all of which are subject 1o change, possibly with retroaclive effcel.
This summary docs not discuss zll the tax considerations that may be relevant to Entergy shareholders in light
of their particular circumstances, nor does it address the consequences to Entergy shareholders subject to
special treatmenl under the U.S. federal income tax laws (such as non-U.S. persons, insurance companies,
dealers or brokers ir securities or currencies, tax-exempl organizations, financial institutions, mutual funds,
pass-through entities and investors in such entilies, holders who hold their shares as a hedge or as part of a
hedging. straddle, conversion, synthetic security, integratcd investment or other risk-reduction transaction or
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who are suhject to alternative minimum tax or holders who acquired their shares upon the exercise of
employee stock options or otherwise as compensation). In addition, this summary does not address the

U.S. federal income tax consequences (o those Entergy shareholders who do not hold their Entergy common
stock as a capital asset. Finally, this summary does nol address any stale. local or foreign tax consequences.
ENTERGY SHAREHOLDERS ARE URGED TO CONSULT THEIR OWN TAX ADVISORS CON-
CERNING THE U.S. FEDERAL, STATE AND LOCAL AND NON-U.S. TAX CONSEQUENCES OF
THE DISTRIBUTION TO THEM.

The distribution is conditioned upon Entergy’s receipt of a privare letter ruling from the IRS and the
opinion of Entergy’s tax counsel, Cooley Godward Kronish LLP, in cach case, 1o the effect thal the distribution
will qualify as a tax-free distribution for U.S. federal ineome tax purposes under Sections 355 and
368(a)(1)(D) of the Code. Assuming the distribution so qualifies: (1) no gain or loss will be recognized by
(and no amount will be included in the income of) Entergy common shareholders upon their receipt of shares
of Enexus Encrgy common stock in the distribution; (ii) any cash received in licu of fractional share intercsts
in Encxus Energy will give rise to gain or loss equal to the differenee between the amount of cash received
and the tax basis allocable to the fractional sharc interests {determined as described below), and such gain or
loss will be capital gain or loss if the Entergy common stock on which the distribution is made is held as a
capital assel on the date of the distribution; (iii) the aggregate basis of the Entergy common stock and the
Enexus Energy common stock in the hands of each Entergy common shareholder after the distribution
(including any {ractional interests to which the shareholder would be entitled) will cqual the agpregate basis of
Entergy common stock held by the shareholder immediately before the distriburion, allocated between the
Entergy comumon stock and the Enexus Energy common stock in proportion to the relative fair market value of
cach on the date of the distribution; and (iv) the holding period of the Enexus Energy common stock received
by cach Entergy coinmon sharcholder will include the holding period at the time of the distribution for the
Entergy common stock on which the distribution is made, provided that the Entergy common stock is held as
a capital asset on the date of the distribution.

A private letter ruling from the IRS generally is binding on the IRS. The IRS, however, will not rule
on some requiremncnls necessary for tax-free treatment under Section 355 of the Code. Therefore, in addition
to obtaining the ruling from the TRS, Entergy has made it a condition to the distribution that Entergy obtain an
opinion of Entergy’s tax counsel, Cooley Godward Kronish LLP, that the distribution will qualify as a tax-free
distribution for U.S. federal income tax purposcs under Scctions 355 and 368(a){(1)(D) of the Code. The
opinior will rely on the ruling as to matlers covered by the ruling. Tn additien, the opinion will be dependent
on, among other things, certain assumptions and representations as to [actual matters made by Entergy and ws.
The opinion will not be binding on the IRS or tbe courts, and the IRS or the courts may not agree with the
opinion.

Notwithstanding receipt by Entergy of the ruling and opinion of counsel, the IRS could asscrt that the
distribution does not qualify for tax-free treatment for 1.5, federal income tax purposes. If the IRS’ challenge
to tax-frec treatment were successful, our initial public shareholders and Entergy could be subject to significant
U.S. federal income tax liabilily. In general, Entergy would be subject 1o tax as if it had sold the common
stock of our company in a taxable sale for its fair market value and our iritial public sharcholders would be
subject 1o tax as if they had rcceived a taxable distribution equal to the fair markel value of our common stock
that was distribuied (o them. In addition, even if the distribution were to otherwise qualify under Section 355
of the Code, it may be 1axable to Entergy (but not to Entergy’s shareholders) under Section 355(c) of the
Codg, if the distribution were later deemed to be part of a plan (or series of related transactions) pursuant to
which ane or more persons acquire dircetly or indirectly stock representing a 50% or greater intercst in
Eatcrgy or us. For this purpose, any acquisitions of Entergy stock or of our commnon stock within the period
beginning two years before the distribution and ending two years after the distribution are presumed (o be part
of such a plan, although we or Entergy may be able to rebut that presumption.

In connection with the distribution, we and Entergy will enter into a Tax Sharing Agrecment pursuant 10
which we will agree 10 be responsible for certain liabilities and obligations following the distribution. In general,
under the terms of the Tax Matters Agreement, if the distributior failed Lo qualify as a reorganization for
V.S, federal ineome tax purposes under Sections 335 and 368(a): 1 }(I)) of the Code (including as a result of
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Section 353(c) of the Code) and such failure was not the result of actions taken afler the distribution by Entergy
or us, we and Enicrgy would be responsible for % and %, respectively, of any taxes imposed on
Entergy as consequence. If the failure was the result of actions taken after the distribution by Entergy or us, the
party responsible for the failure would be responsible for all taxes imposed on Entergy as a conscquence. For a
more detailed discussion, see “Certain Relationships and Related Party Transactions—Agreements with Enter-
gy—Tax Sharing Agreement”” Our indemnification obligations to Entergy and its subsidiarics, officers and
dircctors are not limited in amount or subject to any cap. If we are required to indemnily Entergy and its
subsidiaries and their respective oflicers and dircetors under the circemstances sct forth in the Tax Shanng
Agreement, we may be subject to substantial liabilities.

U.S, Treasury regulations require that, if you are a holder of Entergy common stock who receives our
common stock in the distribution and, immediately prior to the distribution, own:

» at least 5% of the lotal outstanding stock of Entergy, or
+ sccurities of Entergy with an aggregaic tax basis of $1,000,000 cr more,

then you must attach a stalement relating Lo the distribution to your federal lax return for the year in which the
distnbution occurs.

Informatior and backup withholding will apply with respect to cash proceeds received in lieu of a
fractional sharc of our common stock only if such proceeds equal or exceed 320.

THE FOREGOING IS A SUMMARY OF CERTAIN U.S. FEDERAL INCOME TAX CONSE-
QUENCES OF THE DISTRIBUTION UNDER CURRENT LAW AND IS FOR GENERAL INFORMA-
TION ONLY. THE FOREGOING DOES NOT PURPORT TO ADDRESS ALL U.S. FEDERAL
INCOME TAX CONSEQUENCES OR TAX CONSEQUENCES THAT MAY ARISE UNDER THE TAX
LAWS OF OTHER JURISDICTIONS OR THAT MAY APPLY TO PARTICULAR CATEGORIES OF
SHAREHOLDERS. EACH ENTERGY SHAREHOLDER SHOULD CONSULT ITS TAX ADVISOR AS
TO THE PARTICULAR TAX CONSEQUENCES OF THE DISTRIBUTION TQ SUCH SHARE-
HOLDER, INCLUDING THE APPLICATION OF US. FEDERAL, STATE, LOCAL AND FOREIGN
TAX LAWS, AND THE EFFECT OF POSSIBLE CHANGES IN TAX LAWS THAT MAY AFFECT
THE TAX CONSEQUENCES OF THE DISTRIBUTION DESCRIBED ABOVE.

Market for Commeon Stack

There is currently no public market for our common stock. A condition to the distribution is the listing
on the New York Siock Exchange of our common stock, Prior to the distribution, we intend Lo apply to list
our common stock on the New York Stock Exchange under the ticker symbol

Trading between the Record Date and through the Distribution Date

Beginning on or shortly before the record date and continuing up to and through the distribution date,
we expect that there will be two markets in Entergy commen stock: a “regular-way™ market and an “ex-
distribution” markct. Shares of Entergy common stock that trade on the regular way market will trade with an
entitlement to shares of our common stock distributed pursuant W the distribution. Shares that wade on the ex-
distribution market will trade without an entitlement Lo shares of our common stock distributed pursuant to the
distribution. Therefore, if you own shares of Entergy common stock al the close of business on the record
date, and you sell those shares of Entergy common stock in the “regular-way” market on or before the
distribution date, you will be selling your right 1o receive shares of Enexus Energy coinmon stock in the
distribution. If you own shares of Entergy common stock at the close ol business on the record date and sell
those sharcs on the “ex-distribution” market on or beforc the distribution date, you will still receive (he shares
of our common stock that you would be entitled to reecive pursuant to your ownership of the shares of
Entergy common stock on the record dale.

Furthermore, beginning on or shortly before the record date and continuing up to and through the
distribution date, we expect that there will be a “when-issued” markel in our common slock, “When-issued”
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trading refers 1o a sale or purchase made conditionally beeause the security has been authorized but not yet
issued. The “when-issued” truding market will be a market for shares of our common stock that will be
distributed o Entergy shareholders on the distribution date. Tf you owned shares of Entergy common stock at
the close of business on the record date, you would be entitled to shares of our common stock distributed
pursuant to the distribution. You may trade this entitlement to shares of our common stock, without trading the
shares of Entergy common stock you owmn, on the “when-issued™ market. On the first rading day following
the distribution date, “when issucd™ trading with respeet to our cormmon stock will end and “regular-way”™
trading will begin.

Conditions to the Distribution

We expect that the distribution will be effective on , 2008, the distribution datc, provided that,
among other conditions described in this information statement, the following conditions shall have been
satisfied or, it permissible under the Separation and Distribution Agreement, waived by Entergy:

* the SEC shall have declared cffective our registration stalement on Form 0. of which this
information statement is a part, under the Exchange Act, and no stop order relating to the
registration statement is in effect;

+ all permits, registrations and consents required under the securities or blue sky laws of states or
other political subdivisions of the United States or of other foreign jurisdictions in eonnection with
the distribution shall have been received;

« all required federal and state regulatery approvals (including approvals of the NRC, FERC, New
York Statc Public Service Commission and Vermont Public Serviee Board) in connection with the
distribution and related transactions (including the intecmal reorganizations by us and Entergy, the
formation of EquaGen and debt financing transactions preceding the distribution) shall have been
received;

* the debt financing transactions shall have been completed;

* Entergy shall have received a private letter ruling from the IRS substantially to the etfect that the
distribution, together with certain related transactions, qualifics as o reorganization for U.S. federal
income tax purposes under Sections 355 and 368(a)(1)(D) of the Code:

* Enlergy shall have reccived a legal opinion of Entergy’s tax counsel, Cooley Godward Kronish LLP.
substantially (0 the effect that the distribution, together with cerlain related transactions, will qualify
as a reorganization for U.S. federal income tax purposes under Scclions 355 and 368(a)(1XD) of the
Code;

+ the listing of our common stock on the New York Stock Exchange shall have been approved,
subject te ofticial notice of issuance; and

* o order, injunction or decree issued by any courl of competent jurisdicticn or other legal restraint
or prohibition preventing consununation ol the distribution or any of the transactions related thereto,
including the debt financing, the transfers of assets and fiabilitics contemplated by the Separation
and Distribution Agreerment or the lormation of EquaGen, shall be in cffect.

The fulfillment of the loregoing conditions docs not create any obligation on Entergy’s part to effect
the distribution, and the Entergy board of directors has reserved the right, in its solc discretion, to amend,
modity or abanden the distribution and related transactions at any time prior to the distribution datc. Entergy
has the right not to complete the distribution if, at any time, the Entergy board of directors determines, in its
sole discretion, that the distribution is not in the best intercsts of Entergy or its sharcholders or that market
conditions are such that it is not advisable to separale the non-utility nuclear business from Emtergy.
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Regulatory Approvals Necessary to Elfect the Separation
Nuclear Regulatory Commission

Certain ol the internal rcorganization and financing transactions that are to precede the separation,
including the indirect transfer of the NRC licenses to EquaGen and Enexus Energy, respectively, requirc the
prior written approval of the NRC under the Atomic Energy Act ol 1954, as amended.

Entergy Nuclear Operations, the current NRC-licensed operator of our six operating nuclear power
planis. filed an application in July 2007 with the NRC seeking indirect transfer of control of the operating
licenses for our six operating nuclear power plants. and supplemented thal application in Deccmber 2007 to
incorporate the separation. In the December 2007 supplement to the NRC application, Entergy Nuclear
Operations provided additicnal information regarding the distribution, organizational structure, technical and
financial qualifications and general corporate information. The NRC published a notice in the Federal Register
establishing a period for the public to submil a request for hearing or petition (o intervene in a hearing
procceding. The NRC notice period expired on February 5, 2008 and two petitions to intervene in the hearing
proceeding were filed before the deadline, Each of the petitions opposes the NRC's approval of the license
transfer on various grounds, including contentions that the approval request is not adequately supported
regarding the basis for the proposed structurg, the adequacy of decommissioning funding and the adequacy of
financial qualifications. Entergy submitted answers to the petitions on March 31 and April 8, and the NRC or
a presiding officer designated by the NRC will determine whether a hearing will be granted. If a hearing is
granted, the NRC is expecled to issue a procedural schedule providing for limited discovery, written testimony
and a lcgislative-type hearing. Under the NRC’s procedural rules for license transfer approvals, the NRC Saff
will continue to review the application, prepare a Safcty Evaluation analyzing the proposed licensc transfer
and issuc an approval or deptal without regard Lo whether or not a hearing request is pending or bas been
granted. Thus resolution of the hearing requests is not a prerequisite to obtaining the required NRC approval.

Federal Energy Regulatory Commission

The indirect transfer of the assets of the non-utility nuclear business 10 Enexus Energy will require the
approval of the FERC under Section 203 of the Federal Power Act. On February 21, 2008, an application was
filed with the FERC requesting approval for the indirect disposition and transfer of control of jurisdiciional
facilitics of a public ulility. The review of the filing by the FERC will be focused on determining that the
transaction will have no adverse effeets on eompetition, wholesale or retail rates and on federal and state
regulation. Also, the FERC will seck to determine that the transaction will not result in cross-subsidization by
a regulated wility or the pledge or encumbrance of utility assets [or the benefil of a non-utility associate
company.

State Regulatory Approvals

The scpardlion and related (ransactions require the approval of the Vermont Public Service Board. On
January 28, 2008, Entergy Nuclear Vermont Yankee (which owns Vermont Yankee) and Entergy Nuclear
Operations requested approval [rom the Vermont Public Serviee Board for the indirect transfer of control,
consent to pledge asscts, issuc guaraniees and assign material conlracts, amendment (o certificate of public
good 1o rellect a rame change and replacement of guaranty and substitution of a credil supporl agreement [or
Vermont Yankee,

Two Vermont utilities that buy power from Vermont Yankee, the rcgional planning commission {or the
arca served by Vermont Yankce, o municipalily in which the Vermont Yankee training center is located, the
union that represents certain Vermont Yankee employees and two unions (hat represent certain employees at
the Pilgrim plant in Massachusetts petitioned to intervene. Entergy opposed intervention by the Pilgrim unions
but did not object to the other intcrvention requests. Although the Pilgrim unions’ petition o intervene was
denied. the Pilgrim unions liled for reconsideration or, in the alternative, for participation as an amicus curiac,
and the Vermont Public Service Board has allowed the vnions to participale as an amicus curiae.

Discovery is underway in this proceeding, in which partics can ask questions about or request the production
of documents related to the transaction.
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On May 7, 2008, thc Vermont goveror vetoed legislation approved by the Vermont General Assembly
in its 2008 session that would have required Entergy to fund, beyond current NRC requirements, the
decommissioning trust fund for Vermonl Yankec as a precondition to the Vermont Public Scrvice Board’s
approval of the separation. [n its proposcd form, the legisiation would have required a determination that
Vermont Yankec’s decommissioning trust fund and financial guaraniees available solely {or the purpose of
decommissioning were adequate to pay for a complete and immediate decommissioning of Vermont Yankee as
of the date of any acquisition of control, inciuding our acquisition of conirol of Vermont Yankee in connection
with the separation.

On January 28, 2008, thc owners of our FitzPatrick, Indian Point 2 and Indian Point 3 nuclear power
plants, Entergy Nuclear FitzPatrick, LLC, Entergy Nuclear Indian Point 2, LLC and Entergy Nuclear Indian
Point 3. LLC. as well as Entergy Nuelear Operations, and us, filed a petition with the New York Public
Servicc Commission requesting a declaratory ruling regarding corporate reorgarization or in the altemative an
order approving the transaction and an order approving debt financing. Petitioners also requested confirmation
that the corporate reorganization will not have an effect on Entergy Nuclear FitzPatrick’s, Entergy Nuclear
Indian Point 2°s, Enlergy Nuclcar Indian Point 3’s, and Entergy Nuclear Operations, Inc.’s status as lightly
regulated entities in New York, given that they will continue to be competitive wholesale generators. The New
York Attorncy General has filed an objection to our separation from Entergy and to the transfer of our
FitzPalrick and Indian Point Energy Center nuclear power plants, arguing that the debt associated with the
spin-off could threatcn access o adequate financtal resources for our nuclear power plants, that Entergy could
potentially be able 1o terminate revenue sharing agreements with the New York Power Auwtharity (NYPA), the
entity from which Entergy purchased the FitzPatrick and Indian Point 3 nuclear power plants and because the
New York Attorney General believes Entergy most file an environmental impact statement assessing the
proposed corporale restructuring.

Internal Reorganization Prior to the Distribution

To accomplish the separation and related transactions, on the terms and subject to the conditions ol the
Separation and Distribmion Agreement, the Joint Venture Agreements and (he other agreements we will enter
into, we and Entergy will engage in a number of transactions, including:

» Imternal business transfers. Entergy will reorganize its corporate structure by means of transfers of
equity interests of certain of its subsidiarics so that we hold all of the assets of the non-utility
nuclear business and certain assets in the non-utility nuclear services business, and EquaGen holds
primarily the non-utility nuclear scrviccs business.

*  EguaGen. Entergy and we will caeh own a 50% membership inlerest in EquaGen.

*  Debi financing. We currently expect that in connection with the separation, we will incur up to
$4.5 billion of debt in the form of publicly or privately issued debt sceuritics and enter inte ong or
more credit {acilities or other financing arrangements.

¢ Repayment of tercompany debt, transfer to Entergy. We cxpect to transfer (o Eniergy up to
approximately $4.0 billion in the form of cither cash proceeds from the issuance of debt securities
or y portion of such debt securitigs, or both, in partial consideration for Entergy’s transfer to us of
the non-utility nuclear business.

Set forth below are simplified diagrams of Entergy prior to the separation and of Eatergy and us after
the separation. Not all subsidiarics and businesscs are shown,
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Reasons for the Separation

The Entergy board of directors regularly reviews Entergy’s various businesscs to ensure that Entergy's
resources are being put Lo use in a manner that is in the best interests of Entergy and its sharcholders. Entergy
belicves that the separation of the non-utility nuclcar business is the best way to unlock the {ull value of
Entergy’s businesses in both the short- and long-term and provides each of Entergy and us with certain
opportunities and benefits. The following arc the factors that Entergy’s board of directors considered in
approving the separation:

Enables equity investors to invest directly in our business. There are divergent public market
valuation methodologies for regulated utilities and merchant power companies such as us, As a
result, if separately traded, Entergy’s board of directors believes the combined market capitalizations
of the regulated utility business and us may be higher than if these two businesscs remain eombined
under Entergy. Moreover, Entergy’s board of directors belicves that the market has great intercst in
a separate nuclear business because it presents a unique investment opportunity in a publicly-traded
stand-alone, virtually emissions-{ree nuclear gencrating company in the United States. Last,
Entergy’s board of dircctors believes that certain equity investors may want o invest in companics
that are focused on only onc industry and that the demmand for cach company may increase the
demand for each company’s shares refative to the demand for Entergy’s shares.

Optimizes capital structure. Historically, the nen-ulility nuclear business of Entergy hus held a
small amount of debt in relation to its revenues. Entergy’s board of directors believes the separation
of our company from Entergy will allow us to optimize the amount of our leverage and
consequently reduce the cost of issuing cquity and debt securities for both our company and Entergy
without adversely affecting the credit ratings and {uture earnings of Enlergy’s regulated utility
business.

Isolares the commaodity and other risks of the non-wtility nuclear business from the regulated niility
business. As currently operated, the non-utility nuclear business of Entergy is hedged against certain
risks, including, in the near lerm, the volatility in the priee of power, because being substantially
unhcdged could adversely affect Entergy’s near term earnings. cash flows and credit ratings if the
pricc of power fell significantly. Entergy’s board of dircctors belicves that separating our business
from the regulated utility business of Entergy will give our management the flexibility to manage
our risk unfettered by concerns about the impact of our hedging strategies on the regulated utility
opcrations of Entergy.

Creates more gffective management incenfives. Entergy curremly uses stock oplions, phantom stock
plans, and stock rights as incentive compensation to relain and motivate cxecutives and key
cmployces. These plans are generally tied to the price of Entergy common stock. Because the value
of Entergy stock represents a blend of both the regulated wtility operations and the non-utility
nuclear operations, value creation in onc business can be offsct by decrcased value in the other
business, makirg Entergy stock ar imperfect ool for rewarding and retaining key employees in
cither bustness. The separation will allow for more focused stock compensation plans in cach of the
regulated utility operations and the non-utility nuclear operations.

Allows us and Entergy 10 focus on opportunities for each company, including M&A opportunities.
As the utility industry continucs to restructure, Entergy's board ol directors believes there may be
opportunitics for additional nuclear power ptant acquisitions, Separating the non-uiility nuclear
operations from Entergy’s utility operations will creatc a public market for the stock and securities
of our company, which Entergy’s board of directors believes will allow potential plant sellers
various ways o participate in our company by recciving shares ol our stock or other securities as
compensalion for the sale of a power plant. Entergy’s board of directors believes this focused
participation could nol be accomplished by using Entergy stock.

Neither we nor Entergy can assurc you that, following the scparation, any of thesc benefits will be
realized to the extent anticipated or at all.
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In view of the wide variety of factors considered in connection with the evaluation of the separation
and the complexity of these matiers, Entergy’s board of directors did not find jt wseful to, and did nol attempt
to, quantify, rank or otherwise assign relative weights to the factors considered. The individual members of
Entergy’s board of directors likely may have given different weights ro different factors.

Reason for Furnishing this Information Statement

This inforination statement is being furmished solely to provide information to Entergy sharcholders
who are entitied 1o receive shares of our common stock in the distribution. The information statement is not,
and is not to be construed as, an inducement or encouragement to buy, hold or sell any of our securities or
securitics of Entergy. We believe that the information in this information statement is accurate in all material
respects as af the date set forth on the cover. Changes may occur after that date and, except as may be
required by the federal securitics laws, neither Entergy nor we undertake any ebligation to update such
information.
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DIVIDEND POLICY

Curreatly, we do not anticipale paying a regular dividend. The declaration and payment of any
dividends in the {uture by us will be subject to the sole discretion of our board of dircclors and will depend
upon many faclors, including our financial condition, camnings, capital requirements of our operating
subsidiarics, covenants associated with certain of our debt obligations, legal requircments. regulatory
constraints and other factors deemed relevant by our board of directors.
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CAPITALIZATION

The lollowing table presents our historical cash and cash cquivalents and capitalization at December 31,
2007 and our unaudited pro forma cash and cash cquivalents and capilalization at that date rcflecting the
following transactions as il they had occurrcd on December 31, 2007:

* The internal reorganization of Entergy’s corporate structure by means of transfers of cquily inferests
of vertain of its subsidiarics so that we hold substantially all ol the assets of the non-utility nuclear
business.

» Entergy’s transfer to us of $1.0 billion in cash as a capital contribution.

» Entergy’s transfer to us of a net amount of $1.0 billion of loans payable to associated companics.

» The issuance of and transfer by us (o Entergy ol $3.0 billion of our debt securitics. We will not
receive any cash proceeds from the portion of our debt securities that are transfeered to Entergy.

* The issuance by us of $1.5 billion of debt securitics from which we will reccive the proceeds.

* The repayment by us of a net amount of $2.2 billion of loans payable to associated companics
along with interest that had accrued thereon.

The unaudited pro forma adjustments reflect the expected elfects of these evenis that are directly
attributable to the separation and related transactions, that are expected lo have a continuing impact on Encxus
Energy and that are factually supportable,

As of December 31, 2007

Historical Pro Forma

(in thousands)

Cash and cash cquivalents $428,859 $795,260
Loans payablc - associated companies $1,256,627 $-
Long-term debt (excluding current maturities) 210,732 4,710,732
Shareholders® Equily 2,302,583 (669,124)
Total capitalization $3,769,942 $4.,041,608

As ot December 31, 2007, we had, on a pro forma basis, negative shareholders’ equity of $669 million
a5 a result of the scparation transactions, primarily because we expect to reccive nel asse.s with a book value
of $2.3 billion and plan to issuc and transter to Entergy $3.0 billion of debt sccurities.
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UNAUDITED PRO FORMA FINANCIAL INFORMATION OF ENEXUS ENERGY

The following tables present our pro [orma combined [inancial information and should be rcad in
conjunction with our historieal combined financial statements and the related notes, “Selected Historical
Combined Financial Data” and “Manageiment’s Discussion and Analysis of Resulls ol Operations and
Financial Condition” included elsewherc in Lhis information statemcnt.

The unaudited pro forma combined financial statements presented below have been derived from the
audited historical combined financial statements for the year ended December 31, 2007, The pro forma
adjustments and notes to the pro forma combined financial stalements give etfect to the separation and related
Lransactions.

The unaudited pro forma condensed combined information is for illustrative and informational purposes
only and is not intended to represent, or be indicative ol, what Enexus Energy’s results of operations or
financial pesition would have becn had the separation and related transaetions occurred on the dates indicated.
The unaudited pro forma condensed combined financial information also should not be considered representa-
tive of Enexus Energy’s future financial position or results of operations.

The unaudited pro forma condensed combined income stutement for the year ended December 31,
2007 has been prepared as if the separation had occurred on January 1, 2007. The unaudited pro forma
condensed combined balance shect as of December 31, 2007 has been prepared as if the scpuration had
occurrcd on December 31, 2007, The unaudited pro forma adjustments reflect the expected effects of events
that are direcUly attributable Lo the separation and rclated (ransactions, are expected to have a continuing cifcet
on Encxus Energy and are factually supportablc.



Unaudited Pro Forina Condensed Combined Balance Sheet
As of December 31, 2007

(in thousands)

ASSETS

Cash and cash equivalents

Other current asscts

Decommissioning trust funds

Total property, plant, and equipment
Less - accumulated depreciation and amortization

Property, plant, and equipment - net

Other assets

TOTAL ASSETS

LIABILITIES AND SHAREHOLDERS’ EQUITY

Pro Forma

Loans payable - associated cornpanics

Other current liabililies

Accumulated delerred income taxes

Decommissioning
Long-term debt

Other non-current liabilitics
Shareholders” Equity

TOTAL LIABILITIES AND
SHAREHOLDERS’ EQUITY
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Historical  Adjustments Pro Forma
$428,859 $964.689 (1) $795.260
(598,288) (2)
599,153 318,875 (1) 568,624
(319.404) (2)
1,937,601 - 1,937,601
3,672,306 - 3.672,306
309,308 - _ 309,308
3,362,998 - 3.362.998
689,508 36,259 (1) 744,517
18,750 (2)
$7.018,119 $420,881 $7.439,000
$1,256.627 $922.893 () 3-
{2,179,520) (2)
530.883 176,768 (1) 519,584
(234,422) (2
46,355 ()
780,741 (229,314) (1) 624,797
- (D)
373,370 (3
1,141,552 - 1,141,552
210,732 3,000,000 (1)  4.710,732
1,500,000  (2)
795,001 16,458 (1) 811,459
2,302,583 {2.566,982) (1) {669,124)
15,000 (@)
(419.725) (3)
$7.018,119 $420,881 $7,439.000




Unaudited Pro Forma Condensed Combined Income Statement
For the Year Ended December 31, 2007
(in thousands, except for per share data)

OPERATING REVENUES

Operating Revenues

OPERATING EXPENSES

Operation and Maintenance:
Fuel and fuel-related expenscs
Nuclcar refueling outage expenses
Other operation
Mainlenance
Depreciation and amortization
Dccommissioning expense
Taxcs other than income taxes

TOTAL
OPERATING INCOME

OTHER INCOME

Interest and dividend income
Miscellancous - net

TOTAL

INTEREST EXPENSE

Interest 1o associated companics

Intcrest expensc - other

TOTAL
INCOME BEFORE INCOME TAXES
[ucome taxes

NET INCOME

Basic and diluted pro forma net income per
cominon share(6)

Pro Forma
Historical Adjustments
$2,029,666 3 -
168,860 -
105,885 -
645,903 -
138,480 -
99,265 -
78,607 -
78,550 -
1,3]5.550 -
714,116 -
102,842 -
(713) {29.000) (5)
102,127 (29,000)
103,450 (83,434) (2)
(20,016) (4)
14,722 372,600 (1L(D
30,312 (4)
118,172 299,462
698,071 {328,462)
212,023 {(114,210) (1).£2).(3).(4),(5}
$486,048 $(214.252)
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Pro Forma

$2,029,666

168,860
105.885
645,903
134,480
99,265
78.607
78,550

714,116

102,842
(29,715)

73,127

417,634

417.634

369,609

97,813

$271,796

$1.38



Noles to Unaudiled Pro Forma Financial Information
(1) Reflects the following:

* The inlernal rcorganization of Entergy’s corporate structure by incans of transfers of equity interests of
certain of ils subsidiaries so that we hold substantially all of the assets of the non-utility nuclear
busincss.

* Entergy’s transfer to us of $1.0 billion in cash as a capital contribution.

» Entergy's transfer to us of $1.0 billion of loans payable to associatcd companics, net of loans
reccivable from associated companies.

» The issvance of and transfer by us 1o Entergy of $3.0 billion of debt sccurities ar an annual interest
rate of approximately 8%, which is the rate that Entergy charged us for loans payable at December 31,
2007, along with $37.3 million of debl issuance costs that will be deferred and amortized over the life
of the debt. Entergy has informed vs that, shortly after the separation, it expects 10 use our debt
securities il has reccived to reduce or retire Entergy debt by exchanging our debt with certain holders
of Entergy Corporation debt. We will not reecive any cash proceeds from the portion of our debt
securities that are transferred o Entergy.

(2) Reflects the following:

* The issuance by us of $1.5 billion of debt securities at an annual interest raie of approximately 8%,
which is the rate that Entergy charged us for loans payable at December 31, 2007, along with
$18.75 miliion of debt issvance costs that will be deferred and amortized over the life of the debt.

* The repayment by us of a rer amount of $2.2 billion of loans payable to associated companics along
with interest that had accrued thercon.

A nominal change of .125% in the interest rate uscd in (1) and (2) would result in a corresponding $5.6 million
change in the pro [orma interest expense for (1) and (2).

(3) Reflects ke following:

* The adjustment Lo the net operating loss carryforward for amcunts allocated o us pursuant to
Entergy’s consolidated (ax sharing agreemenl o the amount of net operating loss carryforward that we
will be allocated under the U.S. Treasury rcgulations al the separalion.

« The nert effects of the assumption of our FIN 48 liabilities by Entergy for items for which Entergy is
the primary obligor for lax-related issues cxisting prior to the separation.

(4) Reflects the following:

= The replacement of the $1.9 billion of guarantees of our performance or obligations that Entergy
Corporation or its wholly-owned subsidiaries have issued. Fees charged to us by Entergy for thesc
guarantees are included in “Inlerest cxpense lo associaled compantes™ on the income stalement.

* Interest on the letters of credit, drawn on our credit facilily, that are expeeled to replace some of the
Entergy Corporation guarantees, at a rate of 4.5%, which is the rate that Entergy charged us for letters
of credit at December 31, 2007. A nominal changc of .125% in the interest rate used for the letters of
credil would result in a corrcsponding $0.8 million change in the pro forma interest cxpense for (4).

(5) Reflects Entergy’s minority interest in the camings of EquaGen becausc, under the applicable accounting
rules, we expect thal we will have control of EquaGen for financial reporting purposes, and therefore will
consolidale EquaGen in our financial statements. If the terms of EquaGen’s agreement with us had been in
effect in 2007, EquaGen would have carned $58 million in income before income taxes under the ugreement.
Entergy’s minority interest in EquaGen on our pro forma balance shect as of Deceinber 31, 2007 is
insignificant,

(6) Basic and diluted nct income per share is calculated by dividing net income by 196,572,945 shares, which
is the average number of shares of Enexus Encrgy’s common stock that would have been outstanding for
2007, bascd on an assumed distribution ratio of onc Enexus Encrgy share of common stock for cach Entergy
share of common stock outstanding.
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Tuxes were provided for al an estimaled statutory rate of 36.5%.

After the effect of the pro forma transactions, we would have an incremental incrcase in our cash and cash
equivalents ot $366 million. Because of the uncertainty regarding the uses. and the timing of the uses, of those
{unds, we have not provided a pro forma entry for the potential increase in interest ineome as a result of the
pro forma transactions.

The amount to be patd to Enlergy. the amount and term of the debt we will incur, and the type of debt and
entity that will incur the debt have not been {inally determined, but will be determined prior to the separation,
A number of factors could affect this final determination, and the amount of debt ultimately ineurred could be
different from the amount disclosed in this information statcment.

We expecl thal the costs we will incur as a stand-alone company will initially include payment lor services we
expect 10 be provided by Entergy under a transition services agreement, which will become effective
immediately after the consummation of the spin-off. Under the transition services agreement, Entergy will
continue to provide, for a period to be determined, certain serviees that it has historically provided 10 us.
During the period of the transition serviees agreement, we will incur one-time costs lor transition activities
and may incur some duplicative expenses as we start up certain stand-alone functions. Following the full
implementation of our stand-alone funclions and the termination ol the transition services agreement, we
cxpect costs [or the stand-alone services to be similar to or slightly higher than our historical costs.
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SELECTED HISTORICAL COMBINED FINANCIAL DATA

The following lable sets forth our selected historical combined [inancial data as of and for cach of the
periods indicated. We derived the selected historical combined financial data as of and for cach of the five
years ended December 31, 2007 from our combined financial statements. The combined income statement data
included herein far the years ended December 31, 2005, 2006, and 2007, and the conbined balance sheet data
as of December 31, 2006 and 2007 included hercin is derived from our audited linancial statements included
elsewhere in this information statement. The combined income statement data for the years cnded Decem-
ber 31, 2003 and 2004, and the combined balance sheet data as of December 31, 2003, 2004 and 2005
included herein is derived from our unauditcd Nnancial statements, which are not included in this information
staterncnt. This information is only a summary and you should read il in conjunction with the historical
combincd [inancial statements and the related notes and “Management’s Discussion and Analysis of Results of
Operations and Financial Condition,” included elsewhere in this information statement. This information
should also bc read in conjunction with our unaudited pro forma condensed combined financial information.
Our sclected historical combined financial data arc not necessarily indicative of our future results of
operations, cash flows and [inancial position, and does not reflect what our results of operations, cash Mows
and linancial position would have been as a stand-azlone company for the periods prescnted.

2007 2006 2005 2004 2003
(In Thousands)

Opecraling revenucs 52,029,666  $1,544873  §1,421.547  $1,341,852  $1,274,983
Operating expenses 1,315,550 1,054,010 980,491 959,037 1,045,966
Operaling income 714,116 490,863 441,056 382,815 229017
Interest and dividend income 102,842 83,161 66,840 63,571 36,785
Interest expense 118,172 108,488 90,706 81,669 89,227
Income before cumulartive effect of

accounting change'?’ 486,048 276,791 255,358 232,352 112,806
Net income 486,048 276,791 255.358% 232,352 267,306
Total assets 7,018,119 5,352,054 4,999,953 4,810,400 4.407.576
Loans payable - affiliates 1,256,627 868,815 927,775 934,101 964,375
Long-term debt {cxcludes current

maturities) 210,732 237.553 292,682 368,328 440,663

*"" Includus the effects of avquiring the Palisades power plant in April 2007,

Effective January 1, 2003, Entergy Nuelear Holding adopted SFAS No. 143, “Accounting for Asset Retirernent Obligations.” and
recorded a cumulative etfect of a change in accounting principle in 2003,

12
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
RESULTS OF OPERATIONS AND FINANCIAL CONDITION

Overview

In November 2007, Entergy’s Board of Directors approved a plan to pursue a separation of Entergy’s
Non-Utility Nuclear business from Entergy through a tax-free spin-off of the business to Entergy shareholders.
We were incorporated o effect the separation, and currently are u wholly owned subsidiary of Entergy, We
wiil have no material assets or activities as a separate corporate entity until the contribution to us by Entergy,
prior (o the completion of the spin-off, of the business described in this information statement. Entergy
conducts this business through various subsidiaries that primarily comprise its Non-Utility Nuclear business
scgment. Upon completion of the spin-off, Entergy Corporation’s shareholders will own 100% of our common
equity. Our capital structure will change significantly on the date of the spin-off from Entergy.

Our business primarily consists of owning and operating $ix nuclear power plants and selling the
cleetric power produced by those plants primarily to wholesale customers. Five of our power plants arc located
in the Northeast United States and the sixth is Jocated in Michigan. Qur power plants have nearly 5,000
megawalts of nuclear generating capacity, and we produced 37,570 gigawatts of clectricity and $2.0 billion of
revenue in 2007. We also provide plant operation support services for the Cooper Nuclear Station in Nebraska,
which is owned by a third party.

In connection with the separation we expect to contribute our nuclear scrvices business, which is also
currently part of Entergy’s Non-Utility Nuclear scgment, to a joint venture with Entergy, with 50% owncrship
by us and 50% ownership by Entergy (EquaGen). The nuclear services business operates our nuclear assets.
The nuclear services business also offers nuclear services (o third partics, including decommissioning, plant
relicensing, and plant operation support services. The nuclear services business contributed less than 1% of
our net income and revenues in 2007, Under the applicable accounting rules, we expect that we will have
control of EquaGen for financial reporting purposes, and thercfore will consolidale EquaGen in our financial
statements,

Before our separation from Entcrgy, we will enter into various agrecments with Entergy or EquaCGen to
cffect the separation and provide a framework for our relationships with Entergy, Entergy’s other businesses,
and EquaGen after the scparation. These agreements will govern the relationships among us, EquaGen,
Entergy and Entergy’s other businesses subsequent 1o the completion of the separation and provide for the
allocation among us, EquaGen, Entergy and Entergy’s othcr businesses, of the assets, liabilitics and obligations
(including employee benefits and tax-related assets and liabilitics) relating 1o the Non-Utility Nuclear business
attribulablc 1o periods prior to, at and after our separation from Entergy.

Basis of Presentation

We have historically operated as the non-wtility nuclear business of Entergy and not as a stand-alone
company. The combined financial stalements presented herein are comprised of entities included in the
consolidated financial statemenis and accounting records of Entergy that principally represent its Non-Ulility
Nuclear segment. using the historical results of operations and the historical basis of assels ard liabilities of
the business. The combined statfements of operations include expense allocations for certain corporate
functions historically provided to us by Entergy, including general corporale expenses and employee benefits
and incenrives. These allocations were made on a specifically identifiable basis or using relative percentages,
as compared lo Enfergy’s other businesses, of various factors. We believe that these cosl allocations are
reasonable for the services provided.

We believe the assumptions underlying the combined financial statements are reasonable. The historical
and pro forma combined inancial information included in this information statement, however, does not
ncecssarity reflect the financial condition, results of operations or cash flows thal we would have achieved as a
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separale, publicly-traded company during the periods presented or thosc that we will achieve in the [uture
primarily as a rcsult of the following lactors:

*  Prior to our separation, our business was opcrated by Enlergy as part ol its broader corporate
organization. rather than as a separate, publicly-traded company. Entergy or one ol its alfiliates
performed various corporate functions for us, including, but not limited to, accounts payable, cash
management, treasury, tax administration, legal, regulatory, certain governance [unctions (including
compliance with the Sarbanes-Oxley Act of 2002 und internal audit) and external reporting. Our
historical and pro forma finaneial results reflect allocations of corporate expenses [rom Entergy lor
these and similar functions. These allocations may differ from what those expenses would be had
we operaled as a scparate, publicly-traded company.

»  Currently, our business is integrated with the other businesses of Entergy. Historically, we have
shared econonics of scope and scale in costs, employees, vendor relationships and certain
customer relationships. While we expect to enter into the Joint Venture Agreements and short-term
transition agreements that will govern certain commercial and other relationships among us,
Entergy, EquaGen and Entergy’s other busincsses, those eontractual arrangements may nol capture
the benelits our business has enjoyed as a resule of being integrated with Entergy and irs other
businesses. The loss of these benefits of scope and scale may have an adverse effect on our
business, results of operations and financial condition following the eompletion of the separation.

*  Subsequent to the completion of our separation, the borrowing costs {or our business may be
higher than the borrowing costs that Entergy charged to us prior to our scparation.

Other significant changes may ocecur in our cost structure, management, financing and busincss operations as a
resull of our operating as a company scparate from Entergy.

We expect that the costs we will incur as a stand-alone company will initially include payment for
scrvices we expect to be provided by Entergy under a transition services agreement, which will become
elfective immediately afier the consummation of tbe spin-off. Under the transition services agreement, Enlergy
will continue 10 provide, for a period to be delermined, certain services that it has historically provided 10 us.
During the period of the transition services agreeincnt, we will incur onc-lime costs for transition activitics
and may incur some duplicative expenscs as we start up certain stand-alone functions. Following the full
implementation of our stand-alone functions and the termination of the transition services agrecment, we
expect costs [or the stand-alenc services (o be similar to or slightly higher than our historical costs.

Entergy grants stock options to key cmployees of Entergy and its subsidiarics under its Equity
Ownership Plan, which is 4 shareholder-approved stock-based compensation plan. The Equity Ownersbip Plan
includes provisions whereby the Personnc! Committec of the Entergy board ol directors can act, in the event
of a corporate event such a8 a spin-off that potentially dilutes the value of the underlying stock of Entergy
stock options held by cmployees, to preserve the current intrinsic value of the stock option awards. Polential
actions by the Personnel Committce could be to adjust the exercise price ol the option and adjust the number
of Entergy options held by cinployees or grant options in our stock, or a combination of both, to prevem
dilution in the wtal value of the options held by employees. If such action is taken and the Entergy Equity
Ownership Plan is constdered modihed under the applicable accounting rules, Entergy may be required to
recognize incremental compensation cost for the difference in the fair market value of the cutstanding equity
awards before and after any adjustment by the Entergy board, which could be significant. The change in fair
value would be recognized immediately for vested awards and over the vesting period for unvested awards,
The weighted average remaining vesting period for all unvested Entergy stock options is 1.8 years as of
December 31, 2007, We would be allocated a portion of this charge for oor projected employees. The amount
of such a charge, if required, would be based upon a number of factors that are not yet known, including, but
not limited 10, our actual employces, the number of shares that will be outstanding belore and after any
adjustinent by the Entergy board, the expected value ol Entergy and our cquity at or near the spin-ofl date,
and the expected volatilities of Entergy stock, our stock, or both. Although the vltimate decision of the
Personnel Commiltec, the factors noted above, and their required aceouniing are not yet known, the amount of
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cxpense that we could record in the fulure bascd upon outstanding equity awards and assumptions at
December 31, 2007 could be material.

Acquisition of the Palisades Power Plant

In April 2007, we purchascd the 798 MW Palisades nuclear coergy plant located near South Haven,
Michigan from Consumers Energy Company for a net cash payment of $336 million. We received the plant,
nuclear fucl, inventories, and other assets, The liability to decommission the plant, as well as related
decommissioning trust funds, was also transferred o us. We executed a unit-contingent, 15-year purchased
powcer agreement (PPA) with Consumers Energy lor 100% of the plant’s output, exeluding any futwre uprales.
Prices under the PPA range from $43.50/MWk in 2007 to $61.50/MWh in 2022, and the average price under
the PPA is $51/MWh. In the first quarter 2007, the NRC renewed Palisades’ operating liccnse until 2031, Also
as part ol the (ransaction, we assumed responsibility for spent fuel at the decommissioned Big Rock Poim
nuclear plant, which is located near Charlevoix, Michigan. Palisades’ financial results since April 2007 are
included in our financial statements, See Note 10 to the financial statements herein for a discussion of the
purchase price allocation and the amortization to revenue of the below-market PPA,

Results of Operations
2007 Compared to 2006

Net income for 2007 increased $209 million, or 76%, as compared to 2006, primarily duc 10 the
reasons described below,

Ner Revenue (operating revenues [css Tuel and [uel-related expenscs)

As a wholesale generator, our core business is selling energy, measured in MWh, to our customers,
which is the principal source ol our operating revenues. We achieve this by entering into forward contracts
with our custormers and selling encrgy in the day ahead or spot markets. In addition to selling the energy
produced by our plants, we sell unforced capacity to load-serving entilics, which allows those companies lo
meel specificd reserve and related requirements placed on them by the ISOs in their respective arcas. Our
forward fixed price power contracls consist of contracts lo sell energy only, contracts to sell capacity only and
bundled contracts in which we sell both capacity and encrgy. While the terminology and payment mechanics
vary in thesc contracts, each of these types of contracts requirces us to deliver MWh ol encrgy 1o our
counterparties, make capacity available to them, or both.

Nel reverue increased by $457 million, or 33%, in 2007 primarily due to higher pricing in our
contracts (o sell power and additional production available resulting [rom the acquisition of Palisades in Aprif
2007. We sold 4,051 gigawatt hours of generation from the Palisades plant in 2007, and it contributed
$189 million of nct revenue. Ineluded in the Palisades net revenue is $50 million of amortization of the
Palisades purchascd power agreemcnt liability, which is discusscd in Note 10 to the financial statcments. The

60



increase was partially offset by the effect on revenues of four refueliug outages in 2007 compared (o two in
2006. Following are key perfonmanec measures for 2007 and 2006;

2007 2006
Net MW in operation at December 3 4,998 4,200
Average realized prive per MWh $52.69  $44.33
GWh billed 37,570 34,847
Cupacilty factor 89% 95%a
Refueling outage days:
FitzPatrick - 27
Indian Point 2 - 31
Indian Point 3 24 -
Palisades 42 -
Pilgrim 33 -
Vermont Yankee 24 -

The majority of the existing long-term contracts on our [ive Northeast power plants expire by the end of 2012,
Mosl of the existing contracts have contract prices that are lower than currently prevailing market prices, See
“Market and Credit Risks” for additional information regarding our current contracts to sefl power.

We analyze revenues net of fuel and [uel-related expenses because those expenses are relatively stable
as a percentage of power generated, We capitalize ruclear fuel when it is purchased and record it as part of
property, plant, and equipment. We then amortize nuclear fuel and record expense using a units-of-production
method as power is gencrated. The $27.8 million. or 20%, increase in fucl expense in 2007 is primarily due to
the acquisition of Palisades in April 2007.

Other Income Statement Itewis

Other operation and maintenance cxpenses increased by $132 million, or 20%, primarily due to the
acquisilion of Palisades in April 2007, which contributed 390 million to other operation and maintenance
expenses, Also contributing to the increase were expenses of $29 million ($18.4 million net-of-tax) in the
fourth quarter 2007 in connection with the nuclear operations feet alignment. This process was undertaken
with the goals of eliminating redundancies, capturing economies of scalc, and clearly establishing organiza-
tional governance. Most of the expenses related (o the voluntary scverance program offered to employecs.
Approximately 200 empioyces accepled the voluntary severance program ofTers.

We defer nuclear refueling outage costs during the rcfueling outages and amortize thcm over the
estimated period to the next outage becausc these refueling outage costs arc incurred to preparc the units to
operate for the next operating cycle without having to be taken oft line, Nuclear refueling outage costs
increased $14 million, or 16%, primarily duc to four refueling outages occurring in 2007 as opposed (o two in
2006, and the costs of the more recent outages heing higher than the previous refueling outages for those
plants.

Depreciation and amortization increased by $28 million, or 38%, primarily as a result of the acquisition
of Palisades in April 2007.

Decommissioning cxpense increased by $43 million primarily due to reduced cxpensc of $27 million
($16.6 million net-of-tax) in 2006 resulting from a reduction in the decommissioning liability for a planl as a
result of a revised decoinmissioning cost study and changes in assumptions regarding the timing of when
decommissioning of a plant will begin, Decommissioning expense also increased as a result of the acquisition
of Palisades in April 2007,

Taxcs other than income taxes primarily consist of ad valorem and employment taxes. Taxes other than
income taxes increased by $16 million, or 26%, primarily due to the acquisition of Palisades in April 2007.
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We primarily earn interest and dividend income on our decommissioning trust funds, in addition to
interest earned on lemporary cash investments. Interest and dividend income increased by $20 million, or
24%, primarily due to higher intercst earned on decommissioning trust funds.

Income Taxes

The effective income tax rate was 30.4% in 2007 and 40.5% in 2006, The reduction in the effective
income tax rate in 2007 is primarily due to:

* a reduction in income tax expense due to a step-up in the tax basis on the Indian Point 2 non-
qualified decoinmissioning trust tund resulting from restructuring of the twusts, which reduccd
deferred 1axes on the trust fund and reduced current tax expense;

*» the resolution of tax audir issues involving the 2002-2003 audit cycle; and

¢ an adjustment to slate income taxcs lo reflect the effect of a change in the methodology of
computing New York statc income taxes as rcquired by that statc’s taxing authority.

Sec Note 2 10 the financial statements for a reconciliation of the federal statutory rate of 35.0% to the effective
income tax rates, and for additional discussion regarding income taxcs.
2006 Compared to 2005

Net income [or 2006 incrcased $21 million, or 8%, as compared to 2005, primarily due to the reasons
described below.

Net Revenue (operating revenues less fuel and fuel-related cxpenses)

Net revenue increased by $115 million, or 9%, in 2006 primarily duc to higher pricing in cur contracts
to sell pawer. Also contributing to the increase in revenues was increased generation in 2006 duc to power
upralcs completed in 2005 and 2006 at certain plants and fewer refueling outages in 2006. Following arc key
performance measures for 2006 and 2005:

2006 2005
Net MW in operation at Deccmber 31 4,200 4,105
Average realized price per MWh $4433  g422
GWh billed 34,847 33,641
Capacity factor for the period 95% 93%
Refucling Outage Days:
FitzPatrick 27 -
Indian Point 2 31 -
Indian Point 3 - 26
Pilgrim ) - 25
Vermont Yankce - 20

Other Income Stutentent ltems

Other operation and mainlerance expenscs increased by $38 million, or 6%, in 2006 primarily duc to
the timing of rclueling outages, increased benefits and insurance costs, and increased NRC fees,

Depreciation and aniortization increased by $13 million, or 23%, primarily as a result of an increcase in
plant in service.

Interest and dividend income increased by $16 million, or 24%, primarily duc to higher interest carned
on temporary ¢ash investments and decemmissioning trust funds.

Interest cxpense o associated companies increased by $19 million, or 26%, in 2006 primarily due 1o
an increase in the average rate charged from 5.06% in 2005 to 7.20% in 2006.
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Income Taxes

The effective tncome tax rate was 40.5% in 2006 and 38.6% in 2005. Sce Note 2 to the financial
stalements for a reconciliation of the federal statutory rate of 35.0% to the cflective income tax rates, and lor
additional discussion regarding income taxes.

Liquidity and Capital Resources

This section discusses our capital siructure, capital spending plans and cther uses of capital, sources of
capital, and the cash flow activily presented in the cash flow stalcment.
Capital Structure

Our debt 1o capital ratio, on a historical and pro forma basis, is shown in the following fable. Pro forma
debt to capital is significantly higher than the historical ratios because we plan to issue $4.5 billion in debt
and expect to have ncgative equity as a result of the separation,

Pro forma Historical
2007 2007 2006
Net debt (o pet eapital at the end of the year 120.4% 31.7% 29.5%
Effcct of subtracting cash from debt (4.0%) 7.7% 8.6%
Debt to capital at the end of the year 116.4% 39.4% 38.1%

Net debt consists of debt less cash and cash cquivalents. Debl consists of loans payable—associaled
companies and Jong-lcrmm debt, including the currently maturing portion. Capital consists of debt and
sharcholders” equity. Nel capital consists of capital less cash and cash equivalents. We use the nel debt to net
capital ratio in unalyzing our financial condition and belicve it provides useful information o investors and
creditors in evalualing our financial condition.

Surmary of Conrracrual Obligations

Contractual Obligations 2008 2009-2010  2011-2012  after 2012 Total
(Tn thousands)
Louns payable - associated companies (1) $1,256,627 3 $- $- 51,256,627
Long-term debt (2) 35,752 71,867 67,292 160,343 335,254
Operating leases (3) 4,908 8,405 5,302 3912 22,647
Purchase obligations (4) 150,201 395,787 277,935 180,402 1.004,325
Total $1.447,548  $476,119 $350,529 $344,657 52,618,353

(1) Loans payable -associaled companics arc due on demand. and as discussed further below we cxpect (o
repay (hem as part of the separation. Contractual obligation amount does not include estimated interesl
payments because we plan to repay them as part of the separation. Interest on these loans payable as of
December 31, 2007 was 7.98%. Loans payable - associated companics are discussed in Note 3 to the
finaneial stalcments.

(2) Includes estimated interest payments. Long-term debt is discussed in Note 3 Lo the financial statements.

(3} Operating lease obligations are discussed in Note 6 to the financial statcments.

{(4) Purchase obligations represent the minimum purchase obligation or cancellation charge for contractual
obligations to purchase goods or services, Almost all of the wotal are for fucl purchase obligations,

In additior 10 the contractual obligations included in the lable above, in 2008, we expect (o contribute
$44 million 1o pension plans and $3.4 million to other postretirement plans. Guidance pursuant to the Pension
Protection Act of 2006 rules, effeetive for the 2008 plan year and beyond, may affect the level of our pension
contributions in the future. Also in addition to the contractual obligations listed above, we huve $774.7 million
of unrccognized tax benefits and intcrest for which the uming of payments ¢annot be reasonably estimated due
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o uncertainties in the timing of effective settlement of tax positions. See Note 2 to the linancial statemenls for
additional information regarding unrecognized tax benefits and sce “Tax Sharing Agreement—Post-Separation™
for a discussion of the effect of the scparation on them.

We do not have any off-balance sheet arrangements.

Tax Sharing Agreement - Post-Separation

We and Entergy will enter into a Tax Sharing Agreement in connection with the scparation transaction.
The Tax Sharing Agreement will include provisions whereby Entergy is solely responsible for the Entergy
consolidated federal income tax liability for periods prior to the cffective date of the separation (“pre-spin™).
However. we will be liable to Entergy in the situations described below.

Net operating loss carry-forwards

We will be allocated our share of the Entergy consolidated net operating loss carry-forward (CNOL} at
the spin-off datc. Our share of the Emergy CNOL is estimated to be $468.8 million as of December 31, 2007.
The Entergy CNOL available for allocation between Entergy and us is based upon rax items of both our and
other Entergry companics thal werg included in (be pre-spin consolidated tax returns. To the exient that a tax
item is successfully disallowed upon IRS audit of pre-spin tax years, it may reduce the allocable CNOL and,
theretore, reduce the portion allocated to us. If our CNOL is used by us subsequent o the spin, but prior to
the resolution of such audit, then we would have a cush obligation to the IRS for the post-spin use of our
CNOL that was generated by the disallowed items plus interest. For our (ax items giving rise to the CNOL
that arc timing diflcrences, we would reap the future cash benefit of that deduction, so there would be no net
cffect on our carnings other than interest expense. Qur CNOL could also decrease, however, due (0 a
successful challenge by the TRS ol tax items claimed by various Entergy subsidiarics that will continue to be
owned by Entergy post-spin. In this situation, should the disallowance exceed the FIN 48 liability for that
item, then there would be u reduction in the deferred tax asset recorded for our share of the CNOL, which
would reduce our earnings. (FIN 48 liability incans any liability for an uncertain tax position recorded
pursuanl to FASB Interpretation (FIN) No. 48, Accounting for Uncertainty in [ncome Taxcs). Ulilization of the
Entergy CNOL between December 31, 2007 and the cffective date of the separation will reduce our share of
the Entergy consolidated CNOL. Should our post-separation share of the Entergy CNOL increase due to
Enlergy’s lavorable resolution of lax audits, we will pay Entergy for the 1ax elfect of such increase. We o not
expect to owe Entergy any amount for increases to our post-scparation share of the Entergy CNOL.

Uncertain tax positions

Entergy will retain the FIN 48 liability in its financial statements for pre-spin consolidatcd federal tax
relurn itemns, because it is presumed to be the primary obligor lor the Entergy consolidated federal income tax
liability for pre-spin years. Entcrgy Nuclear Power Marketing, LLC will retain its FIN 48 liability for the ycars
that Entergy Nuclear Power Marketing, LLC was not a member of the Entergy consolidated federal income
tax return. We will retzin the FIN 48 liability for pre-spin slale income tax return items for those slates where
it is presumed that we will be the primary obligor. Pursuant to the Tax Sharing Agreement. to the extent that
Entergy owes the TRS an amount in excess of its FIN 48 liability for pre-spin items, we may be required 1o
reimburse Entergy lor the excess. Our potential liability to Entergy under this provision is not expected to
caceed $120 million. For timing differences, any payment by us would be offsel by the ability to claim that
deduction in a future period and there would be no net effect on our earnings.

Il any of our assets were the subject of a transaction in which capital gain was recognized by Entergy
or us in a pre-spin tax ycar and that gain was offsct by a pre-spin capital loss, then we may owe Entergy if a
portion of the pre-spin capital loss is disallowed by the IRS. Any payments under the preceding sentence will
reduce our carnings. The potential impact ol the capital loss tax sharing is not expecled to be material to our
financial position or resulis of operations as of December 31, 2007.
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Deferred Taxes

Our deferred tax assets and deferred tax liabilities associated with pre-spin tax deductions reflect only
that portion of cur deductions that mel the more-likely-than-not standard under FIN 48. Qur effective tax rate
may be increased in future periods, because the FIN 48 liability rclated to these items will be recorded at
Entergy, while only the certain portion of these deferred tax assets and liabilities will be turngd around to
carnings eaeh period in our financial statements. Over time, this increase to our cffective tax rate will reverse.

Capital Expenditure Plans and Other Uses of Capital

Following are the amounts of our planned construetion and other capital investments for 2008 through

2010:
Planned construction and capital investments 2008 2009 2010
(In Millions)
Capital Commilments 5207 $117 $176
Maintcnance Capital 78 78 78
Total $285 5195 $254

Maintenanee Capital refers to amounts we plan to spend on routine capital projects that are necessary
to support safety and reliability of service, equipment, or systems.

Capital Commitments refers (o non-routine capital investments for which we are either contraetually
obligated, have Entergy board approval, or otherwise expect to make Lo satisfy regulatory or legal require-
ments. Amounts reflected in this category include dry eask spent fucl storage and license renewal projects at
certain nuclear sites. and NYPA value sharing eosts for 2008. Estimated capital expenditures arc subject (o
periedic review, study, and modification and may vary based on the ongoing effects of operations, business
restructuring, regulatory constraints and requirements, including environmmental regulations, business opportuni-
ties, markel volatility, economic trends, and the ability to access capital.

Power sale collateral requirementys

Some of the agreements to sell the power produced by our powcer plants eontain provisions that require
an Entergy subsidiary lo provide eollateral Lo secure our obligations under the agreements. The Entergy
subsidiary will be rcquircd to provide collateral based upon the difference between the current market and
caontracted power prices in the regions wherc we sell power. The primary form of collateral to satisfy thesc
requircment(s would be an Entergy Corporation guaranty. Cash and letters of credit are also aceeptable forms
of collateral. At December 31, 2007, based on power prices at that time. Entergy had in place as collatcral
$702 million of Entergy Corporation guaraniees for wholesale transuctions, including $63 million of guaran-
tees that supporl letlers of credil, The assurance requirernent is estimated Lo increase by an amount up (o
$294 million if gas prices increase $1 per MMBUtu in both the short- and long-term markcts. In the event of a
decrease in Entergy Corporation’s credit rating o below investment grade, Entergy wilt be required Lo replace
Entergy Corporation guarantees with cash or lelters of credit under some of the agreements.

In connection with the separation, we cxpect to replace these Entergy guarantees relaled to power sale
collateral requirements with a combination of letters of credit, cash, guarantees issued by us, or liens on our

property.

Dividends

Currently, we do not anticipate paying a regular dividend. The deelaration and payment of any
dividends in the future by us will be subject to the sole discretion ef our board of directors and will depend
upon many factors, including our financial condition, earnings, capital requirements of our operating
subsidiaries, covcnants associated with certain of our debt obligations, legal requirements, regulatory
consiraints and other factors deemed relevant by our board of directors.
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Sources of Capital
Histarically, our sources to meet our capital requirements and fund investments included:

* internally generated funds;

» cash and cash equivalents ($428.9 million as of December 31, 2007);
* loans and capital contributions from Entcrgy and its subsidiaries; and
+ seller financing.

Circumstances such as power and fuel price fluctuations, and unanticipated expenses, including unscheduled
plant oulages, could affect the timing and level of internally generated funds in the future. Our cash flow
activity for the previous three years is discussced below,

Subsequcnt to the spin-off transaction, Entergy will not provide us with capital to finance our capital
requirements. As discussed further below, we will obtain capital [ron1 ¢ther sources. We will have a credit
rating that is lower than Entergy’s credit rating and, as a result, will incur debt on terms and at interest rates
that will not be as favorable as those available Lo Entergy.

New Financing Arrangenients

We currently expect that in connection with the separation, we will incur up to $4.5 billion of debt in
the form of publicly or privately issued debt sccurities. We expect to transfer to Entergy up to approximately
$4.0 billion in the form of cither cash proceeds from the issuance of debt securitics or a portion of such debt
securities, or both, in partial consideration for Entergy’s transfer to us of the non-utility nuclear business and
in repayment of both the loans payable to associated companies that arc currently on our balance sheet and
also transferred Lo us as part of the spin-off transaction. There will be no outstanding debt between Entergy
and vs immediately tollowing the spin-off. Entergy has informed us that, shortly after the separation, it expects
to use our debt securities it has received to reduce or retire Entergy debt by exchanging our debt with certain
holders of Entergy Corporation debi. We will not receive any cash proceeds from the portion of our debt
securitics that are transferred to Entergy. The amount (o be paid to Entergy, the amount and term of the debt
we will incur, and the type of debt and entity that will incur the debt have not been finally determined, but
will be determined prior to the separation. A number of factors could affect this {inal determination, and the
amount of debt ultimately incurred could be ditferent from the amount disclosed in this information statement,
Additionally, we inlend (o enter into one or more credit facilitics or other financing arrangements meant to
support our working capital needs and collateral obligations arising (rom hedging and normal course of
business requircments.

We expecl regulatory restrictions and the terms of our indebtedness will limit our ability (o raise capital
through our subsidiaries, pledge the stock of our subsidiaries, encumber the zssets ol our subsidiaries and
cause our subsidiaries to guaranlce our indcbtedness.

We expect cash and cash equivalents on hand, cash flows from operations, and borrowings under our
planned credit facilities (o salisfy working capital, capital expenditure and debt service requirements in 2008,
and for at least the succeeding year after the separation.
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Cash Flow Activity

As shown in our Statemients of Cash Flows, cash flows for the years cnded December 31, 2007, 2006,
and 2005 were as Tollows:

2007 2006 2005

¢In Millions)

Cash and cash equivalents at beginning of period $384  $212 %140
Cash flow provided by (used in):
Operating aclivities 838 808 560
Investing activitics (883)  (450) (368)
Financing uctivities _9%0  (186) (120
Nel increase in cash and cash equivatents 45 172 72
Cash and cash cquivalents af cnd of period $4:29 5&1 $i_lg

Operaring Activities

2007 Compared to 2006

Our cash flow provided by operating activities increased by $30 million in 2007 compared to 2006
primarily due to higher net revenue and a decrcase of $24 million in the amount of pension funding payments
made in 2007. This was almost entirely offset by the receipt of income tax refunds in 2006, compared to
income (ax payments being made in 2007, and the spending associated with four refueling outages in 2007
compared to two in 2006.

2006 Compared to 2005

Our cash ow provided by operating activities increased by $248 million in 2006 compared to 2005
primarily due to higher net revenue and the receipt of an income fax refund. Entergy Corporation received an
income tax refund as a result of net operating loss carryback provisions contained in the Gulf Opportunity
Zone Act of 2005. In accordance with Entergy’s intercompany tax allocation agreement, $71 million of the
refund was distributed to our business in 2006.

Investing Activities

2007 Compared to 2006

Net cash used in investing activities increased by $433 million in 2007 compared to 2006 primarily
due to the $336 million purchase of the Palisades powcer plant in April 2007. Also, primarily because of the
increase in refucling outages in 2007, we spent $126 million more on nuclear fuel purchases in 2007. These
increases were parlially offset by a $43 million decrease in construction expenditures.

2006 Compared to 2005

Net cash used in investing activities increased $82 million in 2006 compared to 2003 primarily due 1o
a $142 million increase in construction expenditures in 2006, partially offset by a decreasc ot $65 million in
nuclear fuel purchases due to 1wo refueling outages in 2006 compared to three refueling outages in 2005,

Financing Activities
2007 Compared to 2006

Net cash provided by financing activities was $80 million in 2007 compared to net cash [low used in
financing activities of $186 tmillion in 2006 primnarily due to the $350 million in debt proceeds received to
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finance the purchase of the Palisades power plant in April 2007, partialty offset by fluctuations in intercom-
pany financing activity with Entergy and its subsidiaries.

2006 Compared to 2005

Net cash used in financing activities inereascd $66 million in 2006 compared to 2005 primarily due to
fluctuations in intercompany financing activity with Entergy and its subsidiarics.

Market and Credit Risk

Market risk is the risk of changes in the value of commodity and financial instruments. or in futurc
operating results or cash flows, in response to changing market conditions. We hold commodity and financial
instruments that arc exposed (o the following signilicant market risks:

» The commodity price risk associated with the sale of ¢lectricity.

» The interest rale and equity price risk associated with our investments in decommissioning trust
funds. See Notc 12 10 the financial statements for details regarding our decommissioning trust
funds.

« The intcrest rate risk associated with changes in intcrest rates as a result of our loans payable and
long-term debt outstunding. See Note 3 10 the financial stalements for the details of our loans
payable - associated companies and long-term debt outstanding.

Qur commeodity and financial instruments are also exposed to credit risk. Credin risk is the risk of loss from
nonperformance by suppliers, customers, or financial counterpartics to a contract or agreement. Credit risk also
includes potential demand on liquidity due 1o collateral requircments within supply or sales agrcements,

Commuodity Price Risk

Power Generation

As a wholesale generator, gur core business is selling energy, measured i MWHh, to our customers. We
achieve this by entering into forward contracts with our customers and selling cnergy in the day ahead or spot
markets, In addilion 1o seliing the energy produced by our plants, we sell unforced capacity Lo load-serving
entitics, which allows those companics to meet specified reserve and related requirements placed on them by
the 18O0s in their respective arcas. Our forward fixed price power conrracts consise of contracts Lo sell energy
only, contracts to sell capacity only and bundled eontracts in which we sell both capacity and energy. While
the terminology and payment nechanics vary in thesc contracts, cach of these types of contracts requires us (o
deliver MWh of energy to our counterpartics, make capacity available to theimn, or both. Sce Note L to the
financial stateuents for additional discussion of our risk management and bedging activity. The following is a
summary as ol December 31, 2007 of the amount of our nuclear power plants’ planned cnergy output that is
currently sold forward:

2008 2009 2010 2011 2012

Contracted Sale of Energy:
Percent of planned cnergy oulput sold forward:

Unit-contingent{1) 51%  48% 3% 29%  10%
Unit-contingent with guarancee of availability(2) 36% 5% 28% 14% 7%
Firm liquidated damages(3) 5% 0% 0% 6% 0%
Total 92%  B3%  59%  43%  23%
Planncd energy output (TWh) 41 41 40 41 41
Average contracted price per MWh(4) 354 $61 $58 %55 $51

(17 A unil-contingent transaction is one where power is supplied from a specific gencration asset: it the asset
is unavailable. the seller is not liable to the buyer for any damages. ,
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(2) A sale of power on a unil-contingent basis coupled with a guarantee of availability provides for the pay-
ment to the power purchaser of contract damages, if incurred. in the event we, the seller. fail to deliver
power as a result of the failure of the specified generation unit to generale power at or above a specified
availability threshold. All of our outstanding guarantecs of availability provide for dollar limits on our
maximum liability under such guarantecs. '

(3) A firm liquidaled damages (ransaction requires receipt or delivery of energy at a specified delivery point
(usually at a market hub not associated with a specific generation asset); if a party fails to deliver or
reccive energy, the defaulting party must pay a liquidated damages amount to the other pany, as specified
in the contract.

(4) The Vermont Yankee acquisition included a 10-year PPA under which the former owners will buy most
of the power produced by the plant through the cxpiration of the current operating license for the plant in
2012, The PPA includes an adjustment clausc under which the prices specified in the PPA will be
adjusted downward monthly, beginning in November 20035, if power market prices drop below the PPA
prices.

The fellowing is a summary of the amount of our business’ installed capacily that is currently sold
forward, and the blended amount of our busingss’ pianned energy output and installed capacity that is, as of
December 31, 2007, currently sold forward:

2008 2009 2010 2001 2012

Contracted Sale of Capacity:
Percent of capacily sold forward:

Bundled capacity and cnergy contracts 27% 26% 20% 20% 19%
Capacity contracts 59% 34% 16% 9% 2%
Total 86% 60%  42% 35% 2%
Planped net MW in operation 40908 4998 4998 4998 4,998
Average capacity contract price per kW per month 318 $1.7 $2.5 $3.1 $3.5
Blended energy and capacity (based on revenues):
% of planned energy and capacity sold forward 89% 79% 51% 5% 17%
Average contract revenue per MWh $56 $62 $59 $56 $52

Enlergy’s Non-Ulility Nuclear business’ purchase of the FitzPatrick and Indian Poinl 3 plants from
NYPA included value sharing agreements with NYPA. In October 2007, Entergy and NYPA amended and
restated the value sharing agreements to clarify and amend certain provisions of the original terms. Under the
amended value sharing agreements, Entergy’s Non-Utility Nuclear business agreed to make annual paynents
to NYPA bascd on the generation output of the Indian Point 3 and FitzPatrick plants [rom January 2007
through December 2014, Entergy’s Non-Utility Nuclear business will pay NYPA $6.59 per MWh for power
s0ld from Indian Point 3, up 1o an annual cap ol $48 million, and $3.91 per MWh [or power sold from
FilzPatrick, up 1o an annual cap of $24 million. The annual payment for each yecar is due by January 15 of the
following ycar, with the payment for year 2007 output due on January 15, 2008. If Entergy or an Entergy
affiliaic ceases to own the plants, then, after JTanuary 2009, the annual payment obligation terminates for
gencrartion afler the date that Entergy owncrship ceases. Therefore, after the spin-off transaction, we do not
expeel Lo make value sharing payments to NYPA, other than for 2008 generation, assuming the spin-off
transaction is completed as expected in 2008,

We will record the liability for payments to NYPA as power is generaled and sold by Indian Point 3
and FitzPatrick, We recorded a $72 million liability for gencration through December 31, 2007. An amount
equal Lo the liability was recorded to the plant assct account as contingent purchase price consideration for the
plants. This amount will be depreciated over the expected remaining uscful life of the plants.

Our purchase of the Vermont Yankee plant included a value sharing agreement providing for payments
to the seller in the event that the plant’s operating license is extended beyond its original cxpiration in 2012,
Under the value sharing agrecment, to the extent that the average annual price of the energy sales from the
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plant exceeds the specified strike price, initially $61/MWh, and then adjusted annually based on three indices,
wc will pay half of the amount exceeding the strike prices to the seller. We expect that these payments, il
required, will be recorded as adjustments to the purchase price of Vermont Yankee. The value sharing would
begin in 2012 and extend into 2022,

Critical Accounting Estimates

The preparation of our linancial statemenis in conformity with generally accepted accounting principles
requircs management to apply appropriale accounting policies and to make estimates and judgments that can
have a signilicant effect on reported financial position, results of operations, and cash flows. Management has
identificd the following accounting policies and estimates as critical because they are based on assumptions
and measurements that involve a high degree of uncertainty. and the potential for future changes in the
assumplions and measurcments that could produce estimates that would have a material effect on the
presentation ol our financial position or results of operations.

Nuclear Decommissioning Costs

We own six nuclear generalion facilities and one shutdown nuclear generating facility. Regulations
require us to decommission our nuclear power plants after each facilily s taken out of scrvice, and money is
collected and deposited in Lrust funds during the facilitics™ operating lives in order 10 provide [or this
obligation. We conduct periodic decommissioning cost studics to estimate the costs that will he ircurred to
decommission the [acilities. The following key assumptlions have a significant cffect on these estimates:

+ Cost Escalation Factors - Cur decommissioning rcvenue requirement studies include an assumption
that decommissioning costs will cscalate over present cost levels by annual faclors ranging from
approximately CPI-U to 5.5%. A 50 basis point change in this assumption could change the ultimate
cosl of decommissioning a [acility by as much as 11%.

* Timing - In projecting decommissioning costs, two assumptions must he madc to estimate the
timing of plant decommissionirg. First, the date of the plant’s retirement must be estimated. The
expiration of the plant’s operating licensc is Lypically used for this purpose, but the assumption may
be made (hal the plant’s license will be renewed and operate for some time beyond the original
license term. Second, an assumption must be made whether decommissioning will begin immedi-
ately upon plant relirement, or whether the plant will be held in “safcstore™ stalus for later
decommissioning, as permitted by applicable regulations, While the effect of these assumptions
cannot be determined with precision, assuming cither license renewal or usc of a “safestore™ status
can possibly change the present value of these obligations. Futurc revisions to appropriately reflect
changes necded to the estimate of decommissioning costs will atfecl net income to the extent that
the estimate of any reduction in the liability ¢xceeds the ammount of the undepreeiated asset
retirement cost at the date of the revision. Any increases in the liability recorded due to such
changes are capitalized and deprecialed over the asset’s remaining economic life in accordance with
SFAS 143,

* Spent Fuel Disposal - Federal law requires the DOE to provide for the permanent storage of spent
nuelear fuel, and legisiation has been passed by Congress to develop a repository at Yucca
Mountain, Nevada. Until this site is available, however, nuclear plant operators must provide for
interim spent fuel storage on the nuclear plant site, which car require the construction and
maintenance of dry cask storage sites or other facilitics. The costs of developing and maintaining
these facilitics can have a signilicant effect (as much as 16% ol estimated decommissioning costs).
Cur decomimissioning studies may include cost estimates [or spent [uel storage. However, these
estimates could change in the future hased on the timing of the opening of the Yucca Mountain
(acility, the schedule for shipments to that facility when it is opened, or other [actors.

» Technology and Regulation - To date, there is limited practical experience in the United States with
actual decommissioning of large nuclear facilities. As expericnec is gained and technology changes,
cost estimates could also change. If regulations regarding nuclear decommissioning were to change,
this could have a potentially significant eflfect on cost estimates. The ellect of these potential
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changes is not presently determinabte. Qur decommissioning cost studies assume current technolo-
gics and regulations.

In the fourth quarter af 2007, we recorded an increase of $100 million in decommissioning liabilitics
for certain of our plants as a result of revised decommissioning cost studies, The revised estimates resulted in
the recognition ol 2 $100 million assel retircment obligation assct that will be depreciated over the remaining
life of the units.

In the third quarter of 2006, we recorded a reduction of $27 million in decommissioning liability for a
plant as 4 result of a revised decommissioning cost study and changes in assumptions regarding the timing of
when decommissioning of the plant will begin. The revised cstimate resulted in reduced expenscs of
$27 million ($16.6 million net-of-tax), reflecting the cxcess of the reduction in the liability over the amount of
undepreciated asset retirement cost recorded at the time of adoption of SFAS 143.

In the first quarter of 2005, we recorded a reduction of $26.0 million in decommissioning cost liability
in conjunction with a new decommissioning cost study as a result of revised decommissioning cosls and
changes in assumptions regarding the timing of the decommissioning of a plant, The revised estimate resulted
in reduced expenscs of $26.0 million ($15.8 miltlion net-of-lax), reflecting the eacess of the reduction in the
liability over the amount of undepreciated assels retirement cost recorded at the time of adoption of SFAS 143,

Qualified Pension and Other Postretirement Benefits

We participate in Entergy-sponsored qualified. defined benefit pension plans which cover substantially
all employees. Additionally, we currently provide postretirement health care and life insurance benefits for
substantially all cmployees who reach retirement age while still working for us. Our reported costs of
providing these benefits, as described in Note 7 to the financial statements, arc impacted hy numerous factors
including the provisions of the plans, changing employee demographics, and various actuarial calculations,
assumptions, and accounting mechanisms. Because of the complexity of thesc calculations, the long-term
nature of these obligations, and the importance of the assumptions utilized, our estimnate of these costs is a
critical accounting estimate for us.

Assumptions
Key actuarial assumptions utitized in determining these costs include:

* Discount rates used in determining the future benelit obligations:
*  Projected health care cost trend rates;

+ Expected long-term rate of return on plan assets; and

* Rale of increase in future compensation levels,

We review these assumptions on an annual basis and adjusi them as necessary. The falling interest rate
environment and worse-than-cxpected performance of the financial cquity markets in previous years have
impacted funding and reported costs for these benefits. In addition, these trends have caused us to make a
number of adjustments to our assumplions.

In sclecting an assumed discouynt rate to calculate bencfit obligations, we review market yields on high-
qualily corporate debt and match these rates with our projected stream of benefit payments. Based on recent
marke! trends, we increased our discount rate used to calculale benefit obligations from 6.0% in 2006 Lo
6.50% in 2007. Our assumed discount rate used to ealculate the 2005 benelit obligations was 5.90%. We
review actual recent cost trends and projected future trends in cstablishing health care cost trend rates. Based
on this review, the health care cost trend rate assumiption used in calculating the December 31, 2007
accumulated postretirement benefit obligation was a 9% increase in health care costs in 2008 gradually
decrcasing each successive year, until it rcaches a 4.75% annual increasc in health care costs in 2013 and
beyend.

In determining its cxpected long-term rate of rcturn on plan assels, we review past long-term
performance, assct allocations, and long-term inflation assumptions. We targel an asset allocation for our

71



pension plan assets of roughly 65% cquity securities, 31% fixcd-income securities and 4% other investments.
The target allocation for our other postretirement benefit assets is 31% equity securitics and 49% fixed-incomne
securitics. Qur expecled long-term rate of return on pension plan and non-taxable other postretirement assels
used was 8,5% in 2007, 2006 and 2005, Our expected long-term rates of return on taxable other postretirement
assels were 6% in 2007 and 5.5% in 2006 and 20035, The assumed rates of increasc in future compensation
levels used to calculale benefit obligations was 4.23% in 2007 and 3.25% in 2006 and 2005.

Cost Sensitivity

The following chart reflects the sensitivity of qualitied pension cost to changes in certain actuarial
assumptions (dollars in thousands):

Impact on 2007 Impact on Qualified

Change in Qualified Pension Projected
Actuarial Assumption Assumption Cost Benefit Obligation
Increase/(Decrease)
Discounl rate (0.25%) $2,875 $19.388
Rate of return on plan assets (0.25%) $778 -
Rale of increase in compensation 0.25% $1.887 $9.831

The following chart reflects the sensitivity of postretirement bencfit cost lo changes in cemain actuarial
assumptions (dollars in thousands):

Impact on Accumulated

Change in Impact on 2007 Postretirement Benefit
Actuarial Assumption Assumption  Postretirement Benefit Cost Obligation
[ncrease/(Decreasc)
Health care cost trend 0.25% $1,573 $0.514
Discount rate (0.25%) $1,215 $7.116

Each [luctuation above assumes that the other components of the calculation are held constant,

Accounting Mechanisms

In September 2006, FASB issued SFAS 158, “Employer’s Accounting for Defined Beuefit Pension and
Qther Postretirement Plans, an amendment of FASB Statements Nos. 87, 88, 106 and 132(R).” to be clfective
December 31, 2006. SFAS 158 requires an employer to recognize in its balance sheet the funded status of its
benefit plans. Refer to Note 7 to the financial statements for a further discussion of SFAS 158 and our funded
status.

In accordance with SFAS No. 87. “"Employers” Accounling for Pensions,” we utilize a number of
accouvnting mecharisms that reduce the volatility of reported pension costs. Differences between actuarial
assumptions and actual plan results are deferred and arc amortized into expense only when the accumulared
differences exceed 10% of the greater of the projected benefit obligation or the markel-related value of plan
assets. Il necessary, the excess is amortized over the average remaining service period of aclive employees.

Costs and Funding

In 2007, our tolal qualified pension cost was $36.8 million. We anticipate 2008 qualified pension cost
to decrease to $30 million due to an increase in the discount rate (from 6.00% to 6.50%) and 2007 actual
return on plan asscts greater than 8.5%. We funded $36 million (including employee contributions of
$1 million) to our pension funding in 2007. Our contributions to the pension trust are currently estimated to be
$44 million (including cmployee contributions of $1 million) in 2008. Guidance pursuant to the Pension
Protection Act of 2006 rules, effective for the 2008 plan year and beyond, may affect the level of our pension
contributions in the future.



The Pension Protection Act of 2006 was signed by the President on August 17, 2006. The intent of the
legislation is to require companies to lund 100% of their pension lability; and then for companies to fund, on
a going-forward basis, an amount generally estimated to be the amount thal the pension liability increases each
year due 1o an additional year of service by the employees eligible for pension benefits. The legislation
requires that funding shortfalls be elitninated by companies over a seven-year period, beginning in 2008. The
Pension Protection Act also extended the provisions of the Pension Furding Equity Act that would have
expired in 2006 had the Pension Protection Act not been enacted, which increased the allowed discount rate
used to calculate the pension funding liability.

Total postrelirement health care and life insurance benefit costs for us in 2007 were $16.2 million,
including $4.4 million in savings due to the cstimaied effect of future Medicare Part D subsidics. We expect
2008 postretiremenl health care and life insurance benefit costs to be $15.2 million. This includes a projected
$4.3 million in savings due to the estimated effect of future Medicare Part I3 subsidies. We expect 1o
contribute $3.4 million in 2008 Lo our other postretirement plans’ costs.

Other Contingencies

We arc subject to a number of federal and state laws and regulations and other factors and conditions
in the areas in which we operale thal polentially subject us to environmental, litigation, and other risks. We
periodically evaluate our exposure for such risks and record a reserve for those matters which are considered
probable and estimable in accordance with generally accepted accounting principles.

Environmental

We musl comply with environmental laws and regulations applicable to the handling and disposal of
hazardous waste. Under these various laws and regulations, we could incur substantial costs to restore
properlies consistent with the various standards. We conduct studies to determine the extent of any required
remediation and have recorded reserves based upon our ¢valuation of the likelihood of loss and expected dollar
amount fur each issue, Additional sites could be identified which require environmental remediation for which
we could be liable. The amounts of cnvironmental reserves recorded can be significanty afTected by the
following external events or conditions:

» Changes [0 existing state or federal regulation by governmental authorities having jurisdiction over
air qualily, water quality, control of toxic substances and hazardous and solid wastes, and other
environmental matters.

» The idenlification of additional sites or the filing of other complainls in which we may be asserted
to be a potentially responsible party.

* The resolution or progression of existing matlers through the court system or resolution by the EPA.

Lirigation

We have been named as defendant in a number of lawsuits involving employment and injurics and
damages issucs, among other matters. We periodically review the cases in which we have been named as
defendant and assess the likelihood of loss in cach case as probable, reasonably estimable, or remote and
record reserves for cases which have a probable likelihood of loss and can be estimated. The ultimate outcome
of the litigation that we arc exposed to has the potential to materially alfect our resulis of operations.

New Accounting Pronouncements

In Scptember 2006 the FASB issued Statement of Financial Accounting Standards No. 157, “Fair Value
Measurements” (SFAS 157), which defines [air value, establishes a framework for measuring fair value in
GAAP, and expands disclosures about fair value measurements. SFAS 157 generally does not require any new
fair value measurcments. However, in some cases, Lhe application of SFAS 157 in the fulure may change our
practicc for mcasuring and disclosing fair values under otber accounting pronouncements that require or permit
lair value measurements, SFAS 157 is effective for us in the first quarter 2008 and will be applicd
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prospectively. Application of SFAS 157 did not materially affect our financial position, results of opecations,
or cash llaws.

The FASB issued Statement of Financial Accounting Standards Ne. 159, "The Fair Valuc Option lor
Financial Assets and Financial Liabilities™ (SFAS 159) during the first quarter 2007. SFAS 159 provides an
option for companics to select certain financial asscts and liabilities to be accounted for at fair value with
changes in the fair value of those asscts or liabilities being reported through earnings. The intent of the
standard is to mitigate volatilily in reported earnings caused by the application of the morc complicated [air
value hedging accounting rules. Under SFAS 159, companies can select ¢xisting asscts or liabilities for this
fair value option concurrent with the effcctive date of January 1, 2008 for companies with fiscal ycars ending
Dceember 31 or can sclect [uture assets or liabilities as they are acquired or entered into, Adoption of this
standard did not have a material effect on our financial position. results of operations, or cash {lows,

The FASB issued Statement ol Financial Accounting Standards No. 141(R), “Business Cowbinations”
(SFAS 141(R)) during the fourth quarter 2007. The significant provisions of SFAS 141R are that: {i) asscts,
liabilities and non-controtling (minority) interests will be measured at fair valuc; (ii) costs associaled with the
acquisition such as transaclion-related costs or restructuring costs will be scparately recorded from the
acquisition and expensed as incurred; (iii) any cxcess of fair valuc of the asscts, liabilities and minority
interests acquired over the fair value of the purchase price will be recognized as a bargain purchase and a gain
recorded at the acquisition date; and (iv) contractual contingencies resulling in potential future assels or
liabilities will be recorded at fair markct value at the date of acquisition. SFAS 141(R) applies prospectively to
business combinations for which the acquisition date is on or aftcr the beginning of the lirst annval reporting
period beginning on or after December 15, 2008. An entity may not apply SFAS 141(R) before that date.

The FASB issued Stalement ol Financial Accounting Standards No. 160, “Noncontrolling Interests in
Combined Financial Statements” (SFAS 160) during the fourth quarter 2007. SFAS 160 enhances disclosures
surrounding miinority intcrests in the balance shect, income staterent and stalement of comprehensive income.
SFAS 160 will also require n parent to rccord a gain or loss when a subsidiary in which it retains a minorily
interest is deconsolidated (rom the parenl company. SFAS 160 applies prospectively to business combinations
lor which the acquisition dale is on or altcr the beginning of the first annual reporting period beginning on or
alter December 15, 2008. An entity may not apply SFAS 160 before that date.

In April 2007 the FASB issued Staff Position No. 39-1, “Amendment of FASB Interpretation No. 397
(FSP FIN 39-1). FSP FIN 39-1 allows an cntity to offset the fair value of 4 receivable or payable against the
fair value of a derivative that is execuled with the same counlerparty under a master nelting arrangement. This
guidance becomes effective for [iscal years beginning alter November 15, 2007. These provisions did not have
a material effect on our financial position.
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OUR INDUSTRY

Independent generating companies in the New England and New York markets, where live of our six
nuclear power plants are located, operate on a competitive basis, with fundamental supply and demand driving
the basis far power prices. We believe that those markels are characterized by a combination of demand
growth, supply constraints, exposure to rising natural gas prices and exposurc to potential carbon dioxide
(COa) lcgislation. We believe that these {rends, which we expect o conlinue into the [ulure, were a [actor in
causing thc New York and New England power markets to expericnce some of the highest average power
prices in the United States in 2007, Palisades, our sixth plant, which operates in the Michigan market, also a
competitive market, is currently fully contracled to Consumers Energy and therefore is unlikely to be
materially affected by market fundamentals in the region until that contract expires in 2022,

Overview of Power Markets in the Northeast United States

ISO-NE and NYISO

In New England, where our Vermont Yankec and Pilgrim plants operate, the Independent Systein
Operator New England (ISO-NE) is responsible for the day (o day operation of New England’s bulk power
and gencration and transmission system. ISO-NE oversecs and administers the region’s wholesale clectricity
markers and manages a comprehensive bulk power system planning process. The states (hat operate within the
territory of the ISO-NE had, as of December 31, 2006, a total of approximately 6.5 million electricity
customers, 350 generators, 8,000 miles of high voltage transmission lines, twelve interconnections with
systerns in New York and Canada and 31.000 MW of total supply. The New England market uses all regional
gencrating resources to serve regional demand, independent of state boundarics.

In New York, where our Indian Point 2, Indian Point 3 and FitzPatrick plants operate, the New York
Independent System Operator {NYISO) is responsible for managing the clectricity transmission grid and
overseeing and administering wholesale clectric markets. As of November 2007, the region served by the
NYTSO had approximately 19.2 million electricity customers, 335 gencrators, a 10,775-mile nctwork of high-
vollage transmission lines and approximately 39,000 MW of total supply.
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Dav-Aheud and Real-Time Muarkets

In coordinating the sale and pricing of electricity in the Northeast, both the NYISO and the ISO-NE
conduct day-ahead market and real-time market auctions. In the day-ahead market auction, generators submit
offers of electricity supply and Load Serving Entities (LSEs), the cntities which provide electric service 1o
cnd-users, submil demund bids for electricity, onc day ahead of actual dispatch (or actual use of the delivery
and use of such electricily), Thesc bids are applied to each hour of the day and for each pricing location.
From thesc offers and bids, the ISO constructs aggregate supply and demand curves for cach location. The
intersection of these curves identifics the market-clearing price at cach location for every hour. Supply offers
below and demand hids above the identificd price “clear,” or arc scheduled. All scheduled generators receive
the clearing marginal energy price. Offers and bids that clcar are entered into a pricing softwarc system along
with binding transmission consfraints to produee the prices for all locations, which are referred to as the
locational marginal prices. The graph below illustrates how the market is cleared in the day-ahead market
auction.

Clearing the Day-Ahead Market
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The quantitics and prices that clear in the day-ahead market are financially, although not physically,
binding. Generators and offers scheduled in the day-ahcad settlement are paid the day-ahead locational
marginal price for the MW accepted. Scheduled suppliers must produce the commilted quantity during rcal-
time or buy power Itom the real-lime marketplace to replace what was not produced. Likewise, wholesale
buyers of electricity whose bids (o buy clear in the day-ahead market settlement pay for and lock in their right
to consume the cleared quantity at the day-ahead locational marginal price. Elecetricity use in real-time that
exceeds the day-ahead purchase is paid for at the real-time locational marginal price.

The real-time market is a spot market for energy. While the day-ahcad market auction produces the
schedule and finaneial terms of energy production and use tor the operating day, a number of factors can
change that schedule, including unforeseen generator or transmission oulages, lransmission constraints or
changes from the expected demand. The real-time market addresses these deviations from the day-ahead
settlement. Day-ahead locational marginal prices can differ from real-time locational marginal prices when
supply offers or demand bids from the day-ahead are not identical 10 actual system supply or demand. This
causes the real-time dispatch 1o deviate from the day-ahead financial cominitment.

Market Pricing Dynamics

We hclicve that high naturat gas prices, demand growth, supply constraints and potential CO,
legislation have been faclors in rising Northeast power prices and we expect these trends to eontinue into the
future. As a result, we beclieve that our nuclear power plants, which have relatively low operating costs and
virlually no CO, cmissions, are well positioned to benefit from these market prieing dynamics.
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Fuel Costs

The cost of fuel is the largest production cost variable for most clectricity generators. In the day-ahead
and real-time markets, market participants typically submit offers of eleetricity supply at prices thar reflect
their units' marginal costs of production. The marginal unit is the plant that submits the highest acecpted offer
for electricity into the market at a point in time and is thus the unit that produces the last required MW of
power to meel market demand. The marginal unit sets the market-ciearing price of power in a region, which is
the market price for every supplicr. Therefore, as fuel costs of a marginal unit increase, the market-clearing
price [or power in the marketplace increases. Nuclear and solid fuel (such as eoal) power plants have among
the lowest fucl costs of all electricity suppliers, and therefore some of the lowest marginal preduction costs.

In the New England and New York markets, gencraling units that are capable of burning natural gas, {uel
oil, or both, made up approximately 62% and 63%, respeetively, of the electric generaling capacity as of 2006.
Because demand almost always cxceeds supply available from nuclear and solid fuel power plants in these
regions, the natural gas and fuel oil plants are usually the marginal plants that se! the market-clearing price of
wholesale power. As a result, the price of natural gas is one of the primary variables that affect the price of
power in the Northeast.

Over the last scveral years, the price of natural gas has increased {rom an average of approximately
$2.00/MMB1u throughout most of the 1990s to an average of almost $7.00/MMBtu in 2007. We believe that
this increase in natural gas prices has been causced by a combination of faclors, including increased demand
for natural gas in the United States from electric generators, increased new construction of natural gas power
plants since 1999, limited new construction of coal and nuclear power plants in the same period and an
increased focus on and concem with greenhouse gas emissions from coal plants. We expect that the average
natural gas prices reached over the last scveral years to stay at or higher than these levels, which we believe
will contribute to higher power prices in the Northeast United States relative to the rest of the country.

Supply and Demand Characteristics
Demand Growth in [SO-NE and NYISO Markets

Both the New England and New York power grids are sumrner peaking systems, which means that the
highest demand for power typically occurs during the summer season. Demand in the ISO-NE market reached
an all-time high in the summer ot 2006 with peak electricity use of 28,130 MW, surpassing the previous year’s
peak by 1,245 MW, Similarly, the NYTISO market reached peak summer demand levels of 33,939 MW in
2006. As illustrated in the chart below, the [SO-NE cxpects summer peak demand based on normalized
weather assumptions to increase from 2008 10 2016 at a compound annual growth rate of 1.7%. The NYISO
projects summer peak demand to increase during the same period at a compounded annual growth rate of
0.8%.
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Source: "NYISO Comprehensive Relighiliy Planning Process March 2007;" “Results and Implications of the First Forward Cupuaciry
Market Anction [SO-NIE Aprd 2008”
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Supply Constraints

In contrast to projected demand growth, siting, developing and constructing new generation plants in
both the New York und New England markets is becoming increasingly difficult. We believe this is due to a
combination of [actors, including political pressures, uncertainty around greenhouse gas regulation initiatives
and the increased incremental costs those initiatives will impose on newly constructed fossil fuel power plants,
and the logistical challenges of construction of power plants in urban areas. In addition. siting in and around
cities, the most capacity-constrained areas, is expensive, and planning and permitting ¢an take years. Only
748 MW of capacity (represcating approximately 2% of total capacity) were added in the ISO-NE region from
2004 to 2006, and no additional generation is under construction or expected to come online through 2010. In
the NYISO rcgion, approximately 4,575 MW of ncw gencration was added from 2004 to 2006 in NYISO
(representing approximately 12% of total capacity), but only 1,404 MW of new generalion is under
construction and expectled to come onlinc for the period from 2008 to 2010.

Shrinking Reserve Margins

As a result of expected rising peak load requirements and limited expected capaeity additions, both the
NYISO and ISO-NE project shrinking reserve margins. The reserve margin is a measure of available capacity
over and above the capacity needed to mcet the normal peak demand levels. The New York Stute Reliability
Council designates a reserve margin of 15% for the NYISO, and the ISO-NE designates a reserve wnargin of
16%. Based on current generation capacity, ISO-NE expects reserve margins to fall below required levels in
2011, without additional demand response or capacity procured. NYISO expects reserve margins Lo fall below
required levels by 2010 without additional capaeity procured. The chart beiow illustrates the patential reserve
marpins as projected by ISO-NE and the NYISO through 2016 il new eapacity is not added, as well as the
respective reserve margin requirements for each region. The temporary increase in the reserve margin for 2010
in New England is due 10 the results of the Forward Capaeity Auction #1 thal was held in February 2008,
which added 1,188 MW of capacity through demand response and 626 MW of capacity through new supply
resources. The projected decrease in outer years in the ISO-NE reserve margin does not include additional
capacity resulting from demand response planning.
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Planning Process” Muarch 2007, “Resulis and Implications of the First Forward Capacity Markel Auction™ April 2008,

We expect the projected supply/demand dynamic to drive increasing market-clearing heut rates, and
thus higher power prices, as inercasing demand must be met with less efficient, higher heat rate capacity. Heat
rate is a measurement used in the energy industry to calculate how efficiently an electric generator uses the
heat cnergy in its fucl source to produce power. It is expressed as the number of BTUs of heat required to
produce a kWh of energy. The marginal heat rate in any power market is detined as the heat rate of the plant
that produces the marginal unit of cnergy at any given time. If the supply of power plants that have lower heat
rates does not grow, then increased power demand must be met by less efficient power plants that have higher
heat rates. We expect power prices (o increase if these higher heat rate planis that have a higher marginal cost
of production are forced to operale for longer periods of time to satisfy increasing demand. In the long term,
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this incremental demand can be met by new capacity additions or by additional (ransmission. Coal and nuclear
power plants, which typically bave lower fuel prices and lower heat rates. arc especially difficult w site and
permit and require the longest lead times (o construct. Therefore, we belicve that most of the increncental
demand in the Northcast market is likely to be met by higher heat rate gas capacity.

Capuacity Markets

Each North Ameriean Electric Reliability Corporation (NERC) region in the United Stales is required
by NERCs electric reliability regulations to have sufficient generating capacity, as measured in total MW of
generation available (o provide energy to the region, to meel expected consumption of electricity. In many
markets in the United Statcs, a scparate market for capacity does not exist, and the value of the underlying
capacity is inherently included in the price of the energy generated. Due to current and forecasted shrinking
reserve margins, over the past several years, both the NYISO and the ISO-NE have developed scparate
capacity markets in their respective regions to cncourage investment in new generation and cnsurc system
rcliability. The capacity markets are essentially a mechanism for procuring capacity at market prices. In
addition to the price that power plants in a capacily market receive for power sold, these plants are also
cligible to receive payments related to the amount of their total capacity, in MW, that is uncontracted and
available to provide power (¢ the region. LSEs are required to purchase sullicient capacity to demonsirate their
ability to provide elcctric energy in an amount equal to pcak load forecast plus a reserve margin.

ISO-NE Capacity Market

In New England, the ISO-NE and regional stakeholders have been developing and negotiating @
regional capacity market design since 2002, This multi-year cndeavor culminated in March 2006 when
numerous parties, including the ISO-NE, (iled a scttlement at FERC 1o establish a new forward capacity
markct (FCM), under which generating resources in the region receive payments for the amount of
uncontracted capucily they have available (o the region. As part of the development of the FCM. a transition
payment mechanism was started on December 1, 2006, which provides fixed capacity paymenis to all existing
capacity resources until FCM payments begin in Junc 2010. Following this transition period, FCM paymcnts
will be determined through an annual compentive auction process called a forward capacity anction (FCA).
The ISO-NE will project the New England power system’s capacity requiremnents three years in advanee and
hold an FCA to purchase resources nccessary 1o satisfy the region’s [uture needs. The first FCA for the June 1,
2010 through May 31, 2017 period was held in February 2008 and cleared at the floor price of $4.50/kW-
maonth. However, because more capacity than the ISO-NE requested was cleared in the FCA, a pro-rated
reduction of the $4.50 clearing price was made, based on the amount of excess capacity that cleared the
auction. As a result of that reduction, the cffective clearing price was §4.25/kW-mouth, The chart below
iNustrates copacity payments, in 3/kW-month, that will be available tor uncontracted capacity in ISO-NE
through May 2011, based on the transitional FCM and as a result of the first FCA.

ISO-NE Capacity Payments
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NYISO Capacity Market

Generalors in the NYISO region receive capaciy payments through the installed capacity (ICAP)
market. All LSEs in the region are required Lo procure sufficient capacity to meet specified reserve
requirements. Through an auction process. market participants submit bids bascd on the amount of unforeed
capacity associated with their physical assets, Eaeh year, suppliers arc required to perform one test during the
summer capability period and one test during the winter capability period to verify their maximum net
capability. For cxample, if a gencrating unit with an installed capacity of 100 MWs undergoes a maximum net
capability test, and the test results indicate that the unit can only produce 95 MWs, then the NYISO will rate
this unit at 95 MWs for ICAP purposes. Howcver, the ICAP market actually trades unforced capacity, which
represents the amount of ICAP that is likely to be available at any given time. Unforeed capacity is the
percentage of ICAP available after a unit’s forced -outage rate is calculated. The amount available for sale is
established twice a year, once lor the winter capability period and once [or the summer capability period. A
rolling 12 month average of the monthly forced outage ratc is used to delermine the amount of ICAP that can
be sold in units of unforced capacity. For example, if the twelve month forced oulage rate is 10%, the above
“100 MW™ unit would only be allowed to sell §5.5 MWs of unforced capacity in the next monthly ICAP
auction. The unforced capaeity product was developed with the intent of maintaining reliability in the New
York markctplace by not only cnsuring that capacity is available for current cnergy needs, but also providing
incentives o improve the forced outage rates of existing generators.

Clearing prices for unforced capacity arc sct through three types of auctions in the NYISO: a winter
and summer six month strip auction, with forward eapacity for the full six month period; a monthly auction,
with forward eapacity for the remaining month in the peried; and a spot auction, with prompt procurement of
capacity.

Capacity prices in the New York Rest of Stale market (which includes all of New York State, with the
exception of New York City), in which the Indian Point 2, Indian Point 3 and FitzPatrick plants participatc,
have increased considerably as demand has begun to outpace supply in the region. The chart below illustrates
historical capacity prices in the New York Rest of State market from November 2004 through July 2007.
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Fencding CO, Legislation

There is increasing conviction in the scientific community and among U.S. political leaders that action
must be taken (o lirnit greenhouse gas emissions in order to mitigate global warming. CO; emission regulation
is already in place in Europe, where CO; emissions allowances have been traded since 2005, U.S. srate
sovernment olficials have laken the lead on imposing domestic limits through proposals such as the Regional
Greenhouse Gas Initiative (RGGI), a cooperative effort by ten states in the Northeast and Mid-Atlantic regions
to reduce CO, emissions through a cap and trade program with a market-based emissions trading system.
Under the proposal, state legislation would be enacted in 2009 with o 10% reduction in carbon emissions
largeted by 2019,
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We expect that over the next several years, some variation of a carbon tax or cap and trade program
will be enacted via federal legislation, Both the U.S. Senate and House of Representatives are currently
working lo develop allematives to address carbon emissions. Under a hypothetical carbon tax regime, the tax
on greenhouse gas cmissions would effectively be added to a power plant’s total operating cost. The largest
emitters of greenhouse gases would therefore pay the highest tax, and because the operating costs of power
plants determine the market price for power for all suppliers of power in a region, 4 carbon tax would
effectively serve Lo increase the market price of power. We expect that [or power plants that have virtually no
greenhouse gas emissions, including nuclear power plants, a carbon tax would primarily manilest itself in the
form of higher net revenuc based on the increased market price for powcer.

Under a cap and trade system, regulators would establish a cap that would limit CCG, emissions [tom a
given power plant to a level lower than that plant’s current emissions level. The emissions allowed under the
cap would be divided up into individual permits—usually equal to onc ton of pollution—that rcpresent the
right to emit that amount. Because the cmissions cap restricts the amount of pollution allowed, permits that
give a company the right to pollute take on [inancial value and companies are frec to buy and sell permits in
ovder to continue operating in the most profitable manner available to them. Plants that continue to emit CO,
at levels higher than their penmnits allow would have to purchase additional permits, whercas plants that are
able to reduce emissions below the cap through investment in emission reduction technologies would have
cxcess permits 10 sell to the market. We expeet that, under a cap and trade system, the cost associated with
reducing CO; cmissions through investment or purchasing incremental permits will increase the marginal cost
of production for carbon emilling power plants, thereby leading to increased power prices and, therefore,
higher nct revenue for power plants, such as nuclcar power plants, that have virtually no CO; cmissions.

Overview of Midwest Power Market

Our Palisades plant, which we purchased in April 2007, operates in the repion of the United States thar
the Midwest Independent Systern Operator (MISO) oversees. The MISO market includes all of Wisconsin and
Michigan, and portions of Ohio, Kentucky, Indiana, Illinois, Nebraska, Kansas, Missouri, Towa, Minncsota.
North Dakota, Montana and Manitoba, Canada. The MISO helps facilitate reliable, cost-effective systems and
operations, dependable and transparent priccs, open access to markets and planning for long-term efficiency.
The MISO scope of operations includes over 127 GW of generalion capacity, 93,600 miles of transmission and
280 participants. Coal is the primary marginal [uel and makes up approximately 51% ol the region’s total
generation capacity. The MISQ does not have a formal, centralized forward capacity market, but LSEs do
transact capacily through bilateral contracts.
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BUSINESS

As discussed above under the heading “The Separation,” only the non-wlility nuclear business of
Enrergy, including owr 50% investment in EquaGen, will be included in the assety transferred to us in
connection with our separation from Entergy. The following description of onr businesy describes our business
as it will be conducted by us.

Overview

We own six operating nuclear power plants, five of which are localed in the Northeast United Stares,
with the sixth located in Michigan. Our nuclear power plants have nearly 5,000 MW of clectric generation
capacity and we are primarily focused on selling the power produced by those plants to wholesale customers.
Our revenues are primarily derived [rom sales of energy and sales of generation capacity, Our strategy is
focused on providing safe and reliabie electric power to our customers, while taking advantage of market
wends and strategic investments that are consistent with our core valucs to enhance our revenues and operating
income. We are the only publicly-traded, virtually emissions-free, nuclear generating company in the United
States and believe that nuclear power is an important part of solving the problems of global climale change
and energy independence.

The Northeast United States is a region that is experiencing a combination of high natural gas prices
and constraints ou the growth of supply, a dynamic we believe has contributed to power prices that are amnong
the highest in the country. Due to these factors, as well as potential CO; legislation, we cxpect power prices in
the Northeast to remain high over the next several years, providing us the opportunity to realize growth in our
revenues and operaling income.

We will operate aud maintain our nuclear power plants through EquaGen, in which we hold a 50%
ownership interesl. Entergy Nuclear Operations, which will become a suhsidiary of EquaGen prior to the
separation, will be responsible for operating and making capital improvements to cach nuclear power plant and
complying with permils and approvals in accordance with the operating agreement for each plant, good utility
practice, applicable laws and rcgulations, the applicable NRC operating license and the budgets approved by
us for each plant, We also offer, or expect w offer, operations, management and decommissioning services to
nuclear power plants owned by third parties in the United States. Through EquaGen, we believe we have a
strong track record of maintaining, improving and safely operating nuclear power plants. Additionally, we
belicve we will be a Icader in cvery aspect of the nuclear life cycle, including operations, license renewals,
decommissioning estimates, acquisitions and dry fuel installations.



The map below illustrates the locations of our six operating nuclear power plants. Additionally, the
territories of the respective [SOs are highlighted as shown in the legend.
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The following chart provides details regarding each ol our operating nuclear power plants.

Yermont Indian Indian
FitzPatrick Yankee Pilgrim Point 2 Point 3 Palisades
Market NY1S0 [SO-NE ISO-NE NYISO NYISO MISO
Year Acquired 2000 2002 1999 2001 2000 2007
2007 Capacity 838 MW 605 MW 688 MW 1,028 MW 1,041 MW 798 MW
In-Service Year 1975 1972 1972 1974 1976 1971
Current License 2014 2012 2012 2013 2015 2031
Expiration
Expected Date for May 2008 November 2008 July 2008 March 2010 Merch 2010 Renewed
Approval of Lieense
Renewed Ligense' Issued on
January 17.
2007
2005-2007 Average 93% 91% 91% 95% 92% go%>
Capacity Factor B
Type of Reactor Boiling Boiling Boiling Pressurized Pressurized Pressurized
Water Water Water Water Reactor  Water Reactor Water
Reactor Reactor Reactor Reuctor
Reactor General General General Westinghouse ~ Westinghouse ~ Combustion
Manufacturcr Electric Electric Electric Engineering

(1} The estimated dates ure the eurrently published dates fram the NRC, and are hased on onr corrent ¢xpectauons of when we wonld
receive approval from the NRC for the renewal of our licenses. Those dates are subject to unceriainty, however, hecause of various
factors, including the possibility of numerous intervencrs in 1he proceedings. For further information, see “Risk Faclors—Risks Relating o
our Business.” \

(2) Palsades was acqoired 1n April 2007, and as a result, the average capacity factor was ealculated for the mombs of April through
Deecmber 2007,

We also own two non-operating facilities, Big Rock Point in Michigan and Indian Point 1 in New
York, which we acquired when we purchased the Palisades and Indian Point 2 nuclear plants, These facilities
are in various stages of the decommissioning process.

Our Strengths

We believe that we are well positioncd to execute our business successfully because of the following
competitive strengths.

We have a strong track record of safety and security, and a reputation as a strong nuclear operator with
Sfleet capability fuctors in the top quartile of the industry.

We have o strong track record of salety and security, Entergy Nuclear Operations, Inc. has achieved
posilive results in the periodie nuelear power plant evaluations conducted by the Institute of Nuclear Power
Operations, an organization established by the nuclear power industry to promotc high standards of safety and
rcliability in the operation of nuclear power plants. Furthermore, successful NRC-evaluated Force-on-Force
exercises—excreises designed by the NRC to assess a nuclear power plant’s security—were conducted at three
sites in September and October 2006, including Indian Point Encrgy Center and two regulated nuclear power
plants (o remain with Entergy after the scparation. In addition, federally evaluated (by the NRC. the
Department of Homeland Scecurity and Federal Emergency Management Agency (FEMA)) emergency planning
exercises were successfully completed at all six sites in 2006 and 2008. New standardized industrial best
safety practices and procedures, which we have started implementing at Palisades and Indian Point Energy
Center, were implemented at our other four nuclear power plants jn 2005, including pre-outage safety
readiness leam assessments, rapid obscrvalion rending and safety project reviews for outage work. Each of
these evaluations and mitiatives highlight our focus on providing safe, secure and rehable nuclear power.
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As demonsirated by the following metrics, we have a proven track record as a strong nuclcar operator
with repeated success in acquiring underperforming assets and materially wmproving key efficiency factors and
performance. Entergy Nuclear Operations, Inc.'s operational expertise has contributed to an average improve-
ment in capability of 15% for our nuclear power plants since 1999. In 1997, prior to the acquisition of any
nuclear power plants by Entergy’s non-utilily nuclear business, the six plants in our portfolio had an average
capability faclor of 76.3%. For the 12 months ended December 31, 2007, our nuclear power plants, excluding
the Palisades nuclear power plant which we acquired in April 20077, rosc to an average capability factor of
92.7%. Similarly, the loss rate resulting from forced outages has declined macrially since Entergy’s
acquisition of our nuclear power plants. In 1997, prior to the acquisition of any nuclear power plants by
Entergy s non-utility nuclear business, forced loss rates averaged 12.5%, while, for the 12 months ended
December 31, 2007, our loss rates, excluding Palisades, declined to un average of 2.4%. The significant
operating improvement at our nuclear power plants is also supported by a reduction in refueling outage
duration under Entergy Nuclear Operations, Inc.’s management, with outage days falling 35% from 45 days in
1999 10 29 days in 2006. Outage performance continues to be strong, with the average refueling outage
duration lasting 31 days in 2007, including the Palisades outage in the fall of 2007.

These operaling improvements, as well as the overall implementation of best practices across our
nuclear power plants, the elimination of functional redundancies, the capturing of syncrgies where possible
and the development of tcams of experts (o transfer lessons learncd across our nuclear power plants, have
driven malerial cost reductions across our nuclear power plants. Prior to Entergy's ownership of our nuclear
power plants, the three-year average production cost per MWh for the period ending December 31, 1997 was
328, Under our management, three-year average production cost per MWh, which does not include Palisades,
has decreased 10 $20 for the period ending December 31, 2007.

Our nuclear power plants are located in robust power markets,

Our Northeast nuclear power plants are located primarily in the New York and New England power
markels, and scll power into the West and Hudson Valley rcgions of the NYISO and the Massachusetts and
Vermont regions ol the ISO-NE, which regions had among the highest average power prices in the United
States during 2007: $53/MWh for the West region of the NYISO, $72/MWh for the Hudson Valley region of
the NYISO and $68/MWh for the Massaehusctts regions of the 1ISO-NE. We believe that the New Yok and
New England power markets are experiencing a combination of a demand/supply imbalance, exposure (0 high
natural gas prices and capacity market development, which are factors that we believe will benelit us as
[ollows:

»  Rising natural gas prices. As natural gas power plants set the price of power [or a majority of the
time in the Northcast markets, power prices have tended to have a strong positive correlation (o the
pricc of natural gas. Natural gas prices have trended upwards over the last several years, thus lifting
power prices as well. Natural gas prices at the Henry Hub, a point along the natural gas pipeline
located in Louisiana with the most liquid price point in the United States for natural gas, have
trended upward from an average of $2.00/MMBtu throughout most of the 1990y to $5.80/MMBtu
over the past seven years and an average of $6.95/MMBt in 2007, At the same lime, nalural gas
prices in the Northeast United States have also trended upward, and gas prices in the Northeast
United States have remained high when compared 10 prices at the Henry Hub. In the winter, when
demand for naturat gas for space heating is the highesl in the Northeast, the spread in gas prices
between New York and Henry Hub tends to widen sharply. For example, the New York (o Henry
Hub nalura) gas price spread elimbed from a monthly average of $0.56/MMBtu from April 2006 10
Oclober 2006, to $4.75/MMBtu in rhe winter of 2006/2007. In general, the persistent tightness in
natural gas supplies in the Northeast markels reiative (o other U.S. markets has provided enough
support for the spread in gas prices between the Northeast and Henry Hub to widen steadily in the
last seven years. We believe this increase in natural gas prices has contributed (o the increasing
power prices in the Northeasl markers in which we operate.

*  Supply/demund imbalance. Bused on currcnt generating capaeity, 1SO-NE and NYISO are expeeted
Lo fall below their minimum required reserve eapacity by 2011 and 2010, respectively. This
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demand/supply imbalance is' expected to contribute to continued increases in power prices as more
inefficient power plants begin to set the price ol power.

s Capacity marke! development. 1SO-NE and NYISO have developed capacity markets in their
respective regions to eneourage investment in new generation and ensure system reliability. In
addition to the revenue our power plants receive for power sold, we also receive payments related to
our amount of total capacily that is uncontracted but still available 1o provide power to the region.
For the year ended December 31, 2007, revenues from sales of capacity represented approximately
47 ol our operaling revenues.

We believe we are well positioned to benefit from CQ, regulation.

The core generating functions of our nuclear-fueled power plants do not cinit carbon dioxide. By
contrast, we expect other non-nuclear power plants that typically set the price of power in the markets in
which we operate will be required to incur costs to comply with expected carbon dioxide regulation because
those power plants emit carbon dioxide. Because thosc increased costs are cxpected 1o result in higher power
prices in our markets, we expect to generate incrcased nct revenue as a result.

We expect to generate additional cash flow growth as long-term contracts with below-market prices expire
and power is seld at higher market prices or we renegotiate contracts at higher prevailing market rates.

The majority of the existing long-term contracts on our five Northeast nuclear power plants expirc by
the end of 2012. Most of those existing contracts have contract prices thal are lower than currently prevailing
markcet prices. For example, our average contracted energy price for our portfolio in 2008 is $54MWh whilc
the current markel prices in the West and Hudson Valley regions of New York and the New England regions
arc $76/MWh, $101/MWh and $97/MWh, respectively. As our existing contracts expire, we expect to benefit
(rom the cxpecled increase in power prices in the New York and New England markets as we begin 10 scli
power at current market priccs or we renegotiate contracts at higher prevailing marker rates.

Relative to generators that utilize fossil fuels, an environment of potentially rising fuel cost is expected fo
have a smaller adverse effect on our net revenue,

We have cstablished inventory and entered into a series of forward contracts to acquire nuclear fuel,
under a mix of fixed and market price arrangements, for almost all of our expected generation through 2010.
While the market-priced portion of our requirements will be exposed to potentially rising luel prices, we do
not cxpect the effect on our nel revenue (operating revenucs less fucl and fuel-related expenses) o be overly
burdensome because fucl costs represent a small fraction of our revenues. For the fiscal year ended
December 31, 2007, for example, our fuel expense was 8% of our opcrating revenues. Moreover, on a per unit
of generation basis, nuclear fuel is less expensive than eocal or natural gas fucl sources. According to the
Nuclear Energy Institute, in 2006, nuclear fucl cost 0.46 ¢ents per kWh generated {in 2006 cenls) versus a cost
of 1.83 cents per kWh for coal and 6.23 cents per kWh for nawral gas.

In addition, we believe that ownership of a fleet of our scale allows us to realize nuclear [uel
procurcment synergies by reducing cnriched uranium procurement costs while assuring supply. This is
achicved through diversifying suppliers and processors, expanding the contract portiolio and including
flexibility in delivery and utilization.

We expect EquaGen to provide us with operational diversity and growth opportunities.

We have a strong track record as a nuclear operating company and believe we will be a leader in every
aspect of the nuclear life cyele, including operations. license renewal, decommissioning estimates and
acquisitions. Immediately alter the scparation, we will be operaling singlc-unil, multi-unit and multi-vendor
siles representing three major U.S. nuclear stcam supply systems: three General Electric boiling watcr reaciors
one Combustion Engineering pressurized water reactor and two Westinghouse pressurized water reactors, We
believe that this operational diversity gives us a performance-based breadth of experience that we believe is
unmatched in the industry.
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In addition to operating our nuclear power plants, we also expect to offer nuclear services, including
decommissioning, plant relicensing and plant operations, to third partics. As a diversified and experienced
nuclear opceralor, we expect to be well positioned to grow our operating business hy being able to offer
sophisticated nuclear operating cxpertise, as well as ancillary nuclear services, 1o third parties. In addition, we
will own Entergy Nuclear Nebraska, LLC, which will provide third-party services to the Cooper Nuclear
Station owned by the Nebraska Public Power District. EquaGen will provide services to the Cooper Nuelear
Stanon and to other third parties.

We have a strong and experienced management team.

We will be led by a strong management team consisting of leaders in the power industry with cxtensive
industry expertisc and established track records of success. President and CEQ Richard Smith has over 30 ycars
of experience in the clectric utility industry and over 10 years of experience as an cxccutive officer. In his
current role at Entergy, he serves as the president and chief operating officer of Entergy. Chief Operaling
Oflficer John McGaha has over 30 ycars of cxperience with Entergy’s nuclear program. currently serving as
president of planning, development and oversight for Entergy Nuclear Operalions, with responsibility for
planning and innovation, business development and new nuclear plant activitics. John McGaha also has five
years of service with the U.S. Navy Nuclear Powered Submarine Program and spent two and a half years
designing coal-fired plants for Brown & Root.

Members of our management team played a direct role in building Entergy's nuclear enterprisc. Their
select acquisilions of nuclear asscts began prior o the upturn in commeodity prices. This teun has
demonstrated valuable insight into future market trends and an ability to capitalize on significant value-
cnhancing opportunities in the sector. The leadership tcam has also proven its exceptional operations
management skills by enhancing our nuelear power plants’ operating capabilities and capitalizing on synergics
and value-creation opportunitics across the fleel, transforming a collection of disparaic assets into a cohesive,
strong, stand-alone enterprise.

With strong industry, technical and regulatory knowledge. as well as decades of experience working
with nuclear generation, we believe our management tcam is well-cquipped to cffectively lead our company
through our transition to an independently-run company and alsa to respond to and take advantage of cvalving
market dynamics,

We do not expect a need to add funds to the decommissioning trusts for our plants to meet current NRC
requirements.,

We believe that the decommissioning funds for our nuclear generating slations and the cxpected
earnings on those funds are sufficient to meet current NRC requirements and, consequently, we do not expect
a neced to contribute additional funds to the decommissioning trusts in the future.
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Qur Strategy

Our strategy is guided by a set of corc values that informs all of our decisions.

We are commirted to safe, secure, reliable nuclear operations. Providing safe, secure, reliable
nuclear power is our top priority. Our highly skilled work force has a proven track record of safely
operating nuclear power plants.

Qur priinary focus will be on nuclear power. We believe that nuelear power is an important parl of
solving the problems of global climate change and encrgy independence. To that end, we will look
for ways to make disciplined strategic investments in nuclear power in the fure,

Our decision-making process will be guided by our point of view. Power and commodity markets
are key drivers of our busingss. Due to the dynamic nature of these markels, our decision-making
process will be guided by our short- and long-term view on the direction of power and commodity
markels. We believe that this point of vicw approach to decision-making will provide us with the
flexibility to capitalize on opportunities in an evolving marketplace and will guide a wide range of
strategic decisions in a fluid, real-time manner, including:

Hedging contracts. We do not have a pre-determined target hedge level for our nuclear
genceration portfolio. The size and duration of our power hedging contracts, especially as our
cxisting hedging contracts begin to expire, will, to a large cxtent, be determined by our point of
view on fulure markel power prices and how they compare to the price and terms offered by
hedge counterpartics at a particular time.

s Capital imvestmen!. We remain open to pursuing diversily in our asset base. Our point of view on

power and commodity markets al a particular time will help us evaluate the cconomic suitahility
of specific fucls, technologies, geographic regions and dispatch lypes, We cxpect that every
opportunity, iucluding greenfield development and asset acquisitions, will be evaluated utilizing
this point of view approach (o decision-making.

We believe that a creative and skilled work force is a critical element of vur perforimance. 'We seek
Lo attract, Lrain and rctain best-in-class leaders in the power industry who are creative and dedicated
to our core values.

We are commitied 1o operating our company in a financiolly responsible manner. We aim to
maintain sufficient financial liquidity and an appropriate capital structure and credil rating to
snpport safe, secure and reliuble operations even in volatile narket enviromnents. We expect o
return cash flows that are greater than needed for investment to shareholders in a timely manner,
We anticipate that our primary manner of rcturning capital to shareholders will be through share
repurchase programs.

We are commitied to operating our company i g socially responsible manner, We are dedicaled
members of the communities in which we live and have a history of giving back to those
communitics. We are dedicated to considering environmental effects in all of our investment
decisions and continuing our strong tradition of coinmunity involvement.

Our Company

Energy and Capacity Sales

As a wholesale generalor, our core business is selling energy, incasured in MWh, to our customers. We

achieve this by entering into forward contracts with our customers and selling encrgy in the day ahead or real-
time markets. In addition to selling the energy produced by our plants, we sell unforced capacity to LSEs,
which allows for those companics to meet specified reserve and related requirements placed on them by the
ISOs in their respective arcas. Our forward fixed price power contracts consist of contracts to sell energy only,
contracts to sell capacity only and bundled contracts in which we scll both capacity and energy. While the
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terminology and payment mechanics vary in these contracts, each of these types ol contracts requires us to
deliver MWh of cnergy to our counterpartics, make capacity available to them, or both.

The feollowing is a summary as ol December 31, 2007 of the amount of our nuclear power plants’
planned energy output that is currently sold forward:

2008 2009 2010 2011 2012

Contracted Sale of Enerpy:
Pcrcent of planned encrgy outpui sold forward:

Unit-contingent(1) 51% 48% 31% 29% 6%
Unit-contingent with guarantee of availability(2) 6%  35% 28% 14% 7%
Firm liquidated damages(3) 5% 0% 0% 0% 0%
Total 92%  83% 59% 43%  13%
Planned energy output (TWh) 41 41 40 41 41
Average contracted price per MWh(4) $54 361 $58 $55 $51

(1) A unil-contingen! uransaclion is ane where power is supplied frem a specific generalion assel; if the asser is unavailable, the seller is
not liable 1o the buyer for any damages.

(2) A sale of power on a unit-contingent basis coupled with a guarantee of availability provides for the payment 1o the power purchaser
ol contract danzages, if inearred, s the event we, the seller, fail to deliver power as a tesuit of the failure of (he specified generation
amt o generate power at or above a specified availability threshold. All of vur putsianding guarantees of availability provide for dol-
lar Inmis on our tnaximuen liability under such guarantees.

(3) A firm liquidated damages transacuon requires receipt or delivery of energy at a specified delivery point {usnally at a markel hub not

associated with a specific generation assety: if a party fails to delver or reecive energy, the defaulting parly muwst pay a liguidated
damages ameunt w the other party, as specified in the contract.

(4) The Vermont Yankee acquisition included a 10-year PPA vider which the former owners will buy most of the power produced by
the plant through the expiralion of the current operaling license for the plant in 2012, The PPA includes an adjustment clause under
whuch the priees specified in the PPA will he adjusted downward monthly, beginning in Novemnber 2005, if power markel prices drop
below Lhe PPA prices.

The following is a summary of the amount of our business’ installed capacity that is currently sold
forward, and the blended amount of our business’ planned energy output and installed capacity that is, as of
December 31, 2007, currently sold forward:

2008 2009 2010 2011 2012

Contracted Sale of Capacity:
Percent of capacity sold forward:

Bundled capacity and energy contracts 27% 26% 20% 20% 19%
Capacity contracts 59% 34% 16% 9% 2%
Toral B6% 60% 42% 35% 21%
Planned net MW in operation 4998 4998 4998 4998 4998
Average capacity contract price per kW per month $1.8 517 $2.5 $3.1 $3.5
Blended energy and capacity (based on revenues):
% of planned energy and capacity sold forward 89% 79% 5% 35% 7%
Average contract revenue per MWh $s56 $62 £59 356 $52

Palisades’s current output is fully conlracted to Consumers Energy through 2022; however, we arc
considering implementarion of an increase in the generating capacity at the Patisades lacility. We expeet this
process, which is called a power uprate program, to result in up 1o ar additional 28 MW (4 MW in 2009 and
24 MW in 2011) of additional capacity that will be available for salc into the MISO power market. This
output will represent approximately 3.5% of total expeeted output [rom the Patisades lacility.
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Customers

Our customers for the sale of both cnergy and capacity include retail power providers, utilities, electric
powcer co-operatives, powcetr trading organizations and other power generation companics. As of December 31,
2007, a majority of our contracted cnergy has been sold to 17 counterpartics under 55 separate transactions,
and a majorily of our contracted capacity has been sold to 13 counlerpartics under 29 separatc transactions,
No single customer accounts for more than 10% of our revenues, and as of December 31, 2007, approximately
96% of our counterparty cxposure from energy und capacity contracts is with counterpartics with investment
grade ratings.

Compelition

The ISO-NE and NYISO markets are highly competitive. We have approximalely 85 competitors in
New England and 70 competitors in New York, including generation companics affiliated with regulaled
utilities, other independent power producers, municipal and co-operative generators, owners of co-generation
plants and wholesale power marketers. We are an independent power producer, which means we generate
power for sale to third parties at market prices to the extent that the power is not sold under a [ixed price
contracl, Municipal and co-operative generafors also generatc power but use most ol it o deliver power (o
their municipal or co-operative power customers. Owners of co-generation plants produce power primarily for
their own consumption. Wholesale power marketers do not own generation; rather they buy power from
generators or other market participants and resell it to retail providers or other market participants.

Competition in the New England and New York power markets is affected by, among other factors, the
amount of gencration and transmission capacity in these markets. As of December 31. 2007, our plants
provided approximately 7% of the aggregate net generation capacity serving the New England power market
and 14% of the aggregale nct generation capacity scrving the New York power market.

The MISO market includes 280 participants. The MISO does not have a formal, centralized [orward
capacity market, but LSEs do transact capacity through bilateral contracts. Palisades’s current outpul is fully
contracted to Consumers Energy through 2022 and, therefore. we do not expect lo be materially affected by
competition in the MISO market in the near term.

Seasonality

Qur revenues and operating income are subject to mild fluctuations during the year due to seasonal
actors and weather conditions, When ouldoor and cooling water temperatures are lower, generally during
colder monchs, our nuclear power plants operate more efficicntly, and consequently, we generate more
eleetricity and we record higher revenues and operaling income. Although some of our annual eontracts
provide for monthly pricing, we derive the majority of our revenues from fixed price forward power sales that
are gencrally sold at a single price for a calendar year, which can offser the ¢tflects ol seasonality and weather
conditions on monthly power prices.

Fuel Supply

The nuclear fuct cycle consists of the following:

* mining and milling of uraniun ore to produce a concentrate;

= conversion of the concentrate to uranium hexafluoride gas;

« enrichment of the hexafluoride gas;

« fabrication ol nuclear fuel assemblies for use in fueling nuclear reactors; and

+ disposal of spent fucl.

The cnriched uranium requirements for Pilgrim, FitzPatrick, Indian Point 2, Indian Point 3, Vermont
Yuankee and Palisades are met pursuant to contracts made by Entcrgy Nuclear Fuels Company (ENFC), our
wholly-owned subsidiary, ENFC is responsible for contracts to acquire nuclear materials, except for fuel
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fabrication, for our nuclear power plants, while Entergy Nuclear Operations, Inc. acts as our agent [or the
purchase of nuclcar fuel assembly fabrication services. All contracts [or the disposal of spent nuclear fuel are
between the Department of Energy (DOE) and each of our nuclear power plants.

Based upon currently planned fuel cycles, our nuelear units have a diversified portfolio of contracts and
inventory that provide substantially adequate nuclear fuel materials and conversion and enrichmenl services at
what we believe are reasonably predictable prices through 2009. Our ability to purchase nuclear fuel at
reasonably predietable prices, however, depends upon the creditworthiness and reliability of uranium miners.
as well as upon the structure of our eontracts [or the purchase of nuclear fuel. For example, some of the
supply under our contracts for nuclear fuel is effectively on a “mine-contingent™ basis, which mcans that if
applicable mines are unable to supply sufficient uranium, we may be required to purchase nuclear fuel from
anather supplicr. Furthermore, although we have access o uraniumm supplies, the pricing for nuelear [uel is
dependent upon the market for uranium supply. The market for uranium supply became extremely limited in
2006 and 2007 and market pricing has been highly volatile during this period. Market prices for uranium
concenrrales have risen from about $7 per pound in December 2000 to a 2007 range of $70 1o $135 per
pound.

The rising nuclear fuel market prices will affect the U.S. nuelear utility industry, including ws, first in
our cash fow requirements for fucl acquisition, and then, some time later, in our nuclear fuel expcnsc. For
example, for a nucicar [leel the size of ours, the current inarket value of annual enriched uranium requireinents
has increased by several hundred million dollars compired to aboul five years ago. As nuclear [uel installed in
the corc in nuclear power plants is replaced fractionally over an approximate five-year period, nuclear fucl
expense will evenwally, with a ume lag, reflect current markel prices and can be expected to increase from the
currcnt reported industry levels of about 0.5 cents per kWh to 1.0 cent per kWh or higher. Our nuclear tucl
contract portfolio prevides a degree of price hedging against the [ull extent of market prices through 2009, but
market trends will eventually affect the costs of all nuclear plant operators.

Other Operations
Contract management and Entergy Nuclear Power Murketing

Afler the separation, we will continue to provide contract management and other power marketing
services through Entergy Nuclear Power Marketing, LLC (ENPM), which will be a wholly-owned subsidiary
of us. ENPM was lormed in April 2006 to centralize the power marketing function for our non-utility nuclear
operations. In conneclion with its formation, ENPM e¢ntered into long-term power purchase agrecinents with
cach of our subsidiaries that own one ol our nuclear power plamts (generating subsidiaries). As pact of a series
of agreements, ENPM agreed to assume and/or service the existing power purchase agrecinents that were in
elfcct between the generating subsidiaries and their customers. ENPM’s Tunctions include origination of new
cnergy and capacity (ransactions, generation scheduling, contraet management (including billing and settle-
ments) and market and credil risk mitigation.

Entergy Nuclear Nebraska, LLC

In September 2003, we agreed to provide plant operation support services for the 800 MW Cooper
Nuclear Station Jocated near Brownville, Nebraska. The contract is [or 10 years, the remaining term of the
plant’s operating license. We will receive $14 million in cach of the remaining years of the contract. We can
also receive up to $6 million morc per year if safety and regulatory goals arc met. In addition, we will be
reimnbursed for all employec-related expenses. In 2006, we signed an agreement to provide license renewal
services [or the Cooper Nuclear Station.

Our Histery and Development

Encxus Energy was incorporated as a Delaware corporation on April 18, 2008. Entergy contributed $1
for 100 shares ol our common stock in a private placement transaction excmpt from registration under
Section 4(2) of the Securities Exchange Act of 1934, as amended. Enexus Energy is currently a wholly-owned
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subsidiary of Entergy that was organized (o effectuate the scparation of Enlergy’s non-utility nuclear business.
Below is a bricf timeline sutmmarizing the history and development of Entergy’s non-utility nuclear business.

1971
1972
1974
1975
1976
1998

1999

2000

2001
2002
2003

2007

Palisades commenced commereial operation.

Vermont Yankee and Pilgrim commenced commercial operation.
Indian Point 2 commenced commercial operation.

James A. FitzPatrick commenced commercial operation.

Indian Point 3 commenced commercial operation.

Entergy formed a nuclear business development group, headquartered in Jackson, Mississippi, to
pursue a growth strategy in areas oulside the company’s ulility service area. The group’s goal was
for Entergy Lo become a leading national operator of nuclear power plants.

Entergy purchascd Boslon Edison’s Pilgrim Station, the first cver U.S. nuclear plant sale by a
utility through a competitive bidding process.

Entergy purchased Indian Point Unit 3 and the James A. FitzPatrick plant from the New York
Power Authority.

Enlergy purchased Indian Point Unit 2 from Consolidated Edison.
Entergy purchased Vermont Yarkee from Vermont Yankee Nuclear Power Corporation.

Entergy began providing management scrvices to Nebraska Public Power District for its Cooper
Nuclear Station.

Entergy purchased the Palisades nuclear power plant in Michigan from Consumers Energy,

Entergy announced that its board of dircetors unanimously decided to pursue a plan 1o separate ity
utility and non-utility nuclear businesses into two publicly-traded companics.



ENVIRONMENTAL MATTERS

Our facilitics and operations are subject to regulation by various governinental authoritics having
jurisdiction over air quality, water quality, cantrol of roxic substances and hazardous and solid wasles, and
other environmental matters. Management helieves that our facilitics and operations are in substantial
compliance with currently applicable environmental regulations. Because environmental regulations are subject
1o change. lulure compliance requirermnents and costs cannot be preciscly predictled.

Clean Air Act and Subsequent Amendments

The Clcun Air Act and its subsequent ammendments (Clean Air Act) established several programs that
heavily regulate Tossil-fueled generation facilities. Nuclear facilities do not emit regulated air pollutants as part
of their generaling operations. However, some support functions operating at nuclear lacilities, such as
emergency diesel gencrators and housc heating boilers, do cmil regulated air pollutants at low levels. Of our
facilitics, only Palisades currently holds a federal (Title V) air pollution control opcrating permit. Our other
lacilities are permitted under state programs for minor sources ol air poliutunts, and Palisades may also qualify
for minor source treatment under Michigan and [cderal law.

Nuclear lacilities also do not emit CO; or other greenhouse gascs from their core generating functions.
Small levels ol greenhouse gas emissions from support functions could require the investment of capital or the
purchase of allowunces in the future. Also. the advent ol greenhouse gas regulation applicable to fossil-fucled
generators but not applicable (or applicable (o a much lesser extent) to nuclear facilities could posilively
influence the price structure of the market into which our lacilities sell electricity.

Future Legislative and Regulatory Developments (Air)

In addition to the speeilic insances described above, therc are a number of legislative and regulatory
initiatives relating to the reduction of emissions that arc under consideration at the federal, state and Joval
level. Initiatives that could intlucnee the [inancial success of the operation of our nuclear facilities include:

= designation by the Environmental Protection Agency (EPA) and state environmental agencies of
arcas lhal are nol in attainment with national ambient air quality standards;

» introduction of several bills in Congress proposing lurther limits on NOx, SQa. mereury or limits on
CO; emissions;

+ pursuit by the Bush administration of a voluntary program intended to reduce CQO» cinissions and
elforts in Congress Lo establish a mandatory federal CO, emission control structure;

+ passage of the RGGI by ten states in the Northcast United States;
» the agreement by several Midwestern govemors to a greenhouse gas reduction plan;

» elTorls by certain ¢xternal groups Lo encourage reporting and disclosure of CO» cmissions and
risk: and

* litigation liled by states and environmental advocacy groups in the D.C. Circuit (Coke Oven
FEnvirgrunental Task Force v. EPA) asking the court to require the EPA to promulgate regulations
under cxisting provisions of the Clean Air Act to control the emissions ol CO, from power plants.
In April 2007 the U.S. Supremc Court held that the EPA is authorized by the current provisions of
the Clean Air Act (o regulate cmissions of CO, and other “greenhouse gases™ as “pollutants”
(Massuchusetts v. EPA) and that the EPA is requircd 1o regulate these emissions [rom motor vehicles
if the emissions arc anticipated to endanger public health or welfarc. The Supreme Court directed
the EPA to make [urther findings in this regard. The decision is expected Lo affect the similarly
positioned Coke Oven case pending in the U.S. Court of Appeals for the D.C. Circuit and
considering the same question under a similar Clean Air Act provision in the context of CQO»
emissions [rom electric generating units. Although we cannot predict how the D.C. Circuil or the
EPA will react to the Supreme Courl deeision, onc outcome could be a decision o regulale, under
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the Clean Air Act, cmissions of CO, and other “greenhouse gases” from motor vehicles or from
power plants.

We continue to monitor these and similar actions in order to analyze their potential operational and
cosl implications and benefits.

Clean Water Act

The 1972 amendments to the Federal Water Pollution Contro]l Act (known as the Clean Water Act or
CWA) provide the statutory basis for the National Pollutant Discharge Elimination System (NPDES) permit
program and the basic structure for regulating the discharge of pollutants {rom point sources (0 waters of the
United States. The CWA requires all discharges of pollutants to waters of (he United States to be permitied,
and section 316(b) of the CWA regulates cooling water intake structures.

316(b) Cooling Water Intake Structires

The EPA finalized new regulations in July 2004 governing the intake of waler at large exisling power
plants that employ cooling water intake structures. The rule sought to reduce perceived etfects on aquatic
resources by requiring covered [acilitics to implement technology or other measures to meet EPA-targeted
reductions in warer usc and corresponding perceived aquatic effccts. Entergy, other industry members and
industry groups, environmental groups and a coalilion of Northeast and Mid-Atlantic states challenged various
aspecis of the rule. On Januwary 25, 2007, the United States Court of Appeals for the Second Circuir remanded
the rule to the EPA for reconsideration, The court instructed the EPA 1o reconsider several aspects of the rule
that were beneficial to the regulated community after finding that these provisions of the rule were contrary to
the language of the Clean Water Act or were nol sufficicnily cxplained in the rule. In April 2008, the United
States Supreme Court agreed to review the decision of the Second Circuit on the question of whether the EPA
may take into consideration a cost-bencfit analysis in developing these regulations, a consideration beneficial
to us that the Second Circuit disallowed. Entergy is one of the petitioners who sought Supreme Court review.
After the Supreme Court rules on this issue, the EPA may eventually reissue a rule similar in structure to the
rule remanded by the court but with additional content designed to meet the court’s concerns, or the EPA may
issue a rule with a substantially different structurc and effect. Until the EPA issues guidance ro the regulated
community on what actions should be taken to comply with the Clean Waler Act, and until the form and
substance of the new rule itself is determined, it is impossible to gauge the effcet of the court’s decision on
our business. We conlinue to maonitor this action.

We are currently in various stages of the data cvaluation and discharge permitting process for our
nuclear power plants. We are involved in an administrative permitting process with the New York environimen-
tal authority for renewal of the Indian Point 2 and 3 discharge permits. In November 2003, the New York
Statc Department of Environmental Conservation (NYDECY) issued a draft permit indicating that closed cycle
cooling would be considered the “best technology available” for minimizing alleged adverse environmental
impacts attributable 1o the intake of cocling watcr at Indian Point 2 and Indian Point 3. The drafl permit
would rcyuire us to take cerlain steps to assess the feasibility of retrofitting the site to install cooling towcrs
becausc we have announced our intent to apply for NRC license renewal al Indian Point 2 and Indian Point 3.
Upen its beecoming cffective, the draft permit would also require the faeilities to take an annual 42 unit-day
oulage {coordinaled with the existing refueling outage schedule) and provide a payment into a NYDEC
account unfil the start of cooling tower construction. We arc participating in the administrative process to
request that the dralt permit be modified prior to final issuance and we oppose any requircment Lo install
cooling towers or to begin annual outages al Indian Point 2 and Indian Point 3. We notificd thc NYDEC that
the cosl of retrofiving Indian Point 2 and Indian Point 3 with cooling towers likely would cost, in 2003
dollars, at least $740 million in capital costs and an additional $630 million in lost generation during
construction. Due o fluctuations in power pricing and because a retrofitting of this size and complexity has
never been underlaken, significant uncertainties cxist in these estimates and, therefore, could be malerially
higher than estimaled.
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In March 2008, NYDEC issued a dralt discharge permit and a draft water quality certification for
FitzPatrick, opening a 30-day public comment period on these documents. The certification, or a waiver or
excmption of the same, is required hy section 401 of the federal Clean Waler Act as a supporting documcent lo
the NRC’s license rencwal decision. The discharge permit action is not rclated to the lieense rencwal decision.
NYDEC reccived comments on the drall documents from Entergy and from the puhlic, and New York law
requires that a hearing now be held on these public comments prior to the issuance ol a linal discharge permit
or water guality certification, In response, NYDEC issued a draft denial without prejudice of the certification
and is required to begin hearings on both drafi documents in the near tenn. FuzPatrick, having filed a timely
and complete application for permit rencwal, continues to operate under its former discharge permit.

Our other generation facilitics are in the process of reviewing data, considering itnplementation options,
and providing infornation required by the EPA and the affected states. Deadlines for determining compliance
with the rule and for any required capital or operational expenditures are unknown at this time due to the
remand ol the rule to the EPA,

Vermont Yankee NPDES Matter

Opposition groups appealed a final permit issued to Vermont Yankee pursuant to the NPDES in which
the Vermont Agency of Natural Resources (VANR) allowed a small increase in the amount of heat the facility
can discharge to the Connccticut River from June 16 to Qelober 14 each year. The VANR permil increases
operational flexibility for the required usage rate of the existing cooling lowers and for the gencration rate of
the faeility that is especially helpful in conditions of high ambient temperatures and/or low river flow
conditions. The trial of this inatter took place in the Vermont Environmental Court during the summer of
2007: a decision is cxpected in 2008. The court issued a stay of the modificd permil late in the 2006 summer
period. and the stay remains in effect. A reversal of the permil would require that Vermont Yankee relurn (o
its previous thermal discharge permit limits with the loss of operational flexibility.

Comprehensive Environmental Response, Compensation, and Liability Act of 1980

The Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as anmended
(CERCLA), authorizes the EPA to mandate clean-up by, or to collect reimbursement of clean-up costs from.
owners Or operators of sites at which hazardous substances may he or have heen relcased. Certain private
parties also may use CERCLA Lo recover response costs. Parties that transporied hazardous subslances (o these
siles or arranged for the disposal of the suhstances arc also deemed liable by CERCLA. CERCLA has heen
interpreted 10 impose strict, joint and scveral liabilities on responsible parties, Our gencration plants have sent
waste malerials tw various disposal sites over the years, and releases have occurred at our facilities. Some
disposal sites used by our facilities have been the subject of governmental action under CERCLA, resulting in
site clean-up activities. Qur predecessors in interest have participated to various degrees in accordance with
their respective potential liabilities in such site clean-ups and have developed experience with clean-up costs.

Environmental laws now regulate certain of our operating procedurcs and maintenance practices that
historically were nol subject to regulation. Additionally, we must comply with other environmental laws and
regulations on the federal, state and local levels applicable to the storage, on-site management, Lransportation
and disposal of hazardous waste. Under these various laws and regulalions, we could incur penalties for
noncompliance or substantial costs (o restore contaminaled properties consistent with the various standards.
We conduet studies to detenmine the extent of any required remedialion and have recorded reserves based
vpon our evaluation of the likelihood of loss and expected dollar amount for cuch issue. Additional sites could
be identified which require environmental remediation for which we could be lisble. The amounts of
enviropmental reserves recorded can be significantly affected by the following cxternal events or conditions:

» Changes to existing state or federal regulation by governmental authoritics having jurisdiction over
alr quality, water quality, control of toaic substances and hazardous and solid wastes, and other
environmental matters.

* The identification of additional sites or the filing ol other complaints in which we may be asserted
to be a PRP.

+ The resolution or progression of extsting matters through the court system or resolution by the EPA.
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Other Envirommental Matters

As part of licensing conditions, the NRC requires nuclear power plants to regularly monitor and repert
the presence of certain radicactive material in the environment. Entergy joined other nuclear owners ard the
Nuclear Energy Institute in 2006 Lo develop a groundwater initiative monitoring program. This inkiative began
after detection of radioactive material, primarily tritium, in groundwater at several plants in the United States,
including our Indian Peint Energy Center. In addition to tritium, other radionuclides. such as strontium, have
been detected in on-site groundwater at [ndian Point Energy Center. Lower levels of tritium have also been
found ar the Pilgrim and Palisades plants, and those sites are currently conducting investigations 1o address
these lindings.

As part of the groundwater monitoring initialive program, al our nuclear sites we have: (1) reviewed
plant groundwater eharacteristics (hydrology) and historical records of previous events on-site that may have
potentially affected groundwater; (2) implemented fleet procedures o manage events that could potentially
effect groundwater; and (3) installed groundwater monitoring wells and begun periodie sampling. This program
also includes protocols for voluntarily notifying federal, state and loeal officials il contamination is found in
groundwater, and for aetively addressing contamination to the extent required.

In ecoperation with regulators and interested parties, Entergy completed a comprehensive site charac-
terization and groundwater investigation at Indian Point Energy Center, including finding that certain
eonditions at the sife ultimately migrate and discharge to the Hudson River. The investigation eoncluded that
therc is no indication of adverse environmental or health risk to either the site or the Hudson River. Remedial
actions are underway and we expect them to be completed 1 2008. In October 2007, the EPA announced that
it was consulting with the NRC and the NYDEC regarding Indian Point Energy Center. The EPA stated that
after reviewing data it confirmed with NYDEC that there have been no violations of federal standards for
radionuclides in drinking water supplies.
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EMPLOYEES, PROPERTIES AND FACILITIES,
GOVERNMENT REGULATION AND LEGAL PROCEEDINGS

Employees

Al the time of the scparation, we expect 1o have up (o 4,121 cmployces, all full-time, We expect that
up o 140 of those employces will be employcd by Encxus and that the remainder will be employed by
EquaGen.

As of March 31, 2008, approximately 1,738 Entergy Nuclear Operations cmployces were represented
by local union affiliatcs of the International Brotberhood of Eleetrical Workers, the Utility Workers Union of
America, the Intemnational Brotherhood of Teamsters, the Michigan State Utility Workers Couneil and the
United Government Security Officers of America. The terms and conditions of employmenl for these
represcnted employecs are generally governed by collective bargaining agreements. The terms of the collective
bargaining agreements cxpire al various times and some will be subject to negotiations before the scparation.

Properties and Facilities

Generating Stations

We own the fellowing nuclear power plants:

License
Expiration
Power Plant Acquired Location Reactor Type Date
Pilgrim July [99%  Plymouth. MA Boiling Water Reactor 2012
FiwzPatrick Nov, 2000  Oswego, NY Boiling Water Reactor 2014
Indian Poinl 3 Nov. 2000 Buchoman, NY Pressurized Water Reacior 2015
Indian Point 2 Sept. 2001 Buchanan, NY Pressurized Waler Reactor 2013
Vermon! Yankee July 2002 Vernon, VT Boiling Water Reactor 2012
Palisades Apr. 2007 South Haven, M1 Pressurized Water Reactor 2031

We also obtained by purchase of the Palisades and Indian Point asscts, two non-operating sites, Big
Rock Point in Michigan and Indian Poiat 1 in New York, respectively. These plants arc in various stages of
the decommissioning process.

Our corporate hcadquarters are located at Jackson, Mississippi.

We helicve we have satisfactory title to our plants and facilities in accordance with standards gencrally
accepled in the electric power industry, subject to exceptions that, in our opinion, would nol have a material

adverse cffect on the use or value of our portfolio. We believe that our propertics are adequate and suitable for
the conduct of our business in the future.

Interconnections

The Pilgrim and Vermont Yankee plants arc a part of [ISO-NE and the FitzPatrick and [ndian Point
plants are part of the NYISO. The Palisades plant is parl of the MISO. The primary purpose of the ISO-NE is
to dircet the operations of the major generation and transmission facilitics in the New England region and the
primary purpose ol the NYISO is to direct the operations of the major gencration and transmission facilitics in
New York state. The primary purpose of the MISO is to direct the operations of the major generation and
wrapsmission facilities in 15 U.S. states and Manitoba.

Regulations Generally Applicable to Our Business

Public Utility Holding Company Act of 2005

The Public Utility Holding Company Act of 2005 (PUHCA 2005) is the successor statute to the now-
repealed Public Utility Holding Company Act of 1935, PUHCA 2005 gencrally requires utility holding
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companics and their subsidiaries to provide FERC and state utility commissions’ access 1o books and records,
subject to certain criteria. Following the indirect acquisition of the six operating nuclear power plants, Enexus
Energy will be a “holding company” subject to PUHCA 2003, but it and its subsidiaries will qualifly for an
exemption from FERC’s books and records requirements. Encxus Energy and its subsidiarics may stll be
obligated to provide state utility commissions with aecess to their books and reeords in certain situations.

Federal Power Act

Each of our subsidiaries that own one of our nuclear power plants and ENPM is a “public utility”
under the Federal Power Act by virtue of making wholesale sales of electric energy. The Federal Power Act
gives FERC jurisdiction over the rates charged by cach such subsidiary and ENPM for capacity and energy
produced by our nuclear power plants. FERC has accepled a tariff filing by each of the subsidiaries and
ENPM thar allows each such entity to sell power at prices set by the market.

Under the Federal Power Act, in addition 1o regulating wholesale sales and transmission of electric
energy, FERC regulates;

* sccurities issuance by public utilities:
» direct and indirect disposition of jurisdictional electric facilitics by a public wrility:
« mergers and acquisitions involving public utilities and/or utility holding companies; and

« various accounting and interlocking director matters.

State Regulation

Soine of our subsidiaries that own our nuclear power plants are subjcel to certain regulatory
requirements by the state utility commission of the state in which its nuclear plant is located.

New York

The New York Public Service Commission has jurisdiction over New York electric corporations. The
New York Public Service Commission has determined that wholesale generators — including nuclear gener-
ators — operaling in New York come under the definition of eleciric corporations. The New York Public
Service Commission has created a lightened regulatory regime for whelesale generators in New York,
including nuclear generators. Accordingly, our Indian Point Energy Center and FitzPatrick nuclcar power
plants arc subject to certain regulatory requirements under the New York State Public Scrvice Law (New York
PSL). Under the regulatory regime for our nuclear power plants, the New York Public Service Commission
reviews, among other things, securitics issuances, reorganizations and transfcrs of securities, works or systeimns.

The New York Public Service Commission has jurisdiction over changes in or transfers of corporate
ownership interests of our Indian Point Energy Center and FitzPatrick nuclear power plants, in that the New
York PSL requires approval by the New York Public Service Commission for cleclric corporations directly or
indirectly acquiring the stock or bonds of any other corporation incorporated for, or engaged in the same or
similar business in New York or any other state. The New York PSL also requires approval by the New York
Public Service Commission l'or a stock corporation of any description, foreign or domestic, other than a gas,
electric or street railroad corporation, to “purchase or acquire, lake or hold,” more than 10% of the voting
capital stock issued by an eleetric corporation. The New York Public Service Commission will not give its
consent pursuant to the New York PSL unless it is shown the propesed transaction is in the public interest.

The New York Public Service Commission also has jurisdiction over our issuance of stocks, bonds and
other forns of indebtedness payablc at periods of more than 12 months alter the date of issuance, The
issuance of slocks, bonds and other forms of indebtedness must also be for a statutory purpose.

Additionally, the New York Public Service Commission has jurisdiction over reports on ancl the
spending of decommissioning funds. The New York Public Service Commission has also retained jurisdiction
over affiliated interests if our subsidiuries were 10 affiliate with a marketer in order to make sales that affect
New York markets. In such an even! our subsidiarics would remain subject to the New York PSL with respect
to matters such as enforcement, invesligation, salety, reliabilily, and system improvernent, and the New York

98



Public Service Commission would have authority to implement a ene-eall notification system for the
designation, marking, and protection of underground facilities.

Our FitzPatrick and Indian Point Energy Center nuclear power plants are also subject to reporting and
monitoring requirements. These requirements inctude; the New York Public Service Commission documenta-
lion review (c.g., business plans, monthly reports, operating status rcports and safety reports); notification
requirements (e.g., (iling ol a notice with the New York Public Service Commission if a shurdown of a nuclear
unit is planned); providing the New York Public Service Commission access to the plants; cooperating with
New York State nuclear emergency preparedness effonts; and cooperating with speeial investigations into
specilic problems or events at the nuclear power plants.

On January 28, 2008, thc owners ol cur FitzPatrick, Indian Point 2 and [ndian Point 3 nuclear power
planis (Entergy Nuclear FitzPatrick, LLC, Entergy Nuclcar Indian Point 2, LLC and Entergy Nuclear Indian
Point 3, LLC), as well as Entergy Nuclear Operations, Inc. and Encxus Encrgy, filed a pelition with the New
York Public Service Commission requesting a declaratory ruling regarding corporate reorganization or in the
alternative an order approving the transaction and an order approving debt financing. Petitioners also requestcd
confirmation thal the corporate reorganization will not have an effcet on Entergy Nuclear FitzPatrick, LLC's,
Entergy Nuclear Indian Point 2, LLC's. Entergy Nuclear Indian Point 3, LLC’s, and Entergy Nuclear
Operations, Inc.'s status as lightly regulated cntities in New York, given that they will continue to be
compctitive wholesale gencrators.

Verniont

Entergy Nuclear Vermont Yankee, LLC, the owner of the Vermont Yavkee plant, and Entergy Nuclear
Operations arc subject to regulation as public utility companics by the Vermont Public Service Board, which
also has jurisdiction over persons owning or operating thesc two companics and over the Vermont Yankee
plant. The Vermont Public Service Board has authority to conduct investigations of Enfergy Nuclear Vermont
Yankece, LLC and Entergy Nuclear Opcrations, and certain transactions by Entergy Nuclear Vernont Yankee,
LLC and Entergy Nuclear Operations, [nc., such as the issuance of stock or certain other instruments
cvidencing debt, sccurily for debt such as mortgages or pledges, (he sale or lease of certain wtility property,
and certain mergers, acquisitions or consolidations of or the direct or indirect change of a controlling inlerest
in these compunies, require the Vermont Public Service Board's advance approval. Substantial changes to the
Vermont Yankee plant also require such approval.

Entergy Nuclear Vermont Yankee, LLC and Entergy Nuclear Operations, Inc. cannot operate Vermont
Yankee and cannot store in Vermont spent nuclear fuel generated alter March 21, 2012, without the approval
of the Vermont Public Service Board and the Vermont legislature. We have (iled with the Vermont Public
Service Board an application (as required by Vermont law) for approval of continued operation and storage of
spent nuclear fuel gencrated after that date. Under Vermont law, the Vermont General Assembly must approve
Entergy’s request. The Vermont General Assembly is not expected (o take up the request until 2009, Vermont
is the only state where we operate a nuclear plant that is subjcct to such a state requircment,

The separation and related transactions require the approval of the Vermont Public Service Board, sec
the section entitled “The Sepuration—Regulatory Approvals Necessary to Effect the Scparation—State
Regulatory Approvals.

Atomic Energy Act of 1954 and Energy Reorganization Act of 1974

Under the Atomic Energy Act of 1954 and the Energy Reorganization Act of 1974, the operation of
nuclcar power plants is heavily regulated by the NRC, which has broad power to iripose licensing and safety-
related requirements. The NRC has broad aulhorily to impose fines or shut down a unit, or both, depending
upon its agscssinent of the severity of the situation, until compliance is achicved. We are subject to the NRC's
jurisdiclion as the owner and, through our investment in EquaGen, operator ol Pilgrim, Indian Point Energy
Center, FitzPatrick, Palisades and Vermont Yankee. Substantial capital expenditures at our nuclear power
plants because of revised safety requirements of the NRC could be required in the fulure.
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Our Palisades nuclear power plant has already obtained a 20 year license renewal in January 2007 and
we filed with the NRC in 2006 for lieense renewals for Pilgrim, FitzPatrick and Vermont Yankee. We expect
1o obtain 20-year license renewals for these three plants in 2008. In addition, in April 2007, we submiuted an
application to the NRC to renew the operating licenses for Indian Point 2 and Indian Point 3 for an additional
20 years. The NRC is required by statule lo provide an opporlunity to members of the public to request a
hearing on the application. In carly Deeember 2007, the NRC reecived nine pelitions to intervene in the
license renewal proceeding for Indian Point 2 and Indian Point 3. The petitions were filed by various state and
loeal government entities, ineluding the States of New York and Conneclieut, as well as several public interest
groups. Collectively, the nine petitions eontain over 160 proposed contentions, which are specific issues of law
or fact pertaining to the license renewal application thal the pelitioners seck (0 have adjudicated by the NRC.

In Junuary 2008, in accordance with the NRC's hearing rules, we filed nine detailed responses (o the
petitions, opposing all of the pelitioners” proposed contentions, The NRC Staff, which [unctions as an
independent party in any hearing, also liled detailed responses to the petitions. The NRC Staff opposed
aclmission ot all hut a few of the petilioners’ proposed contentions. The NRC’s Atomic Safety and Licensing
Board is expected Lo rule on the admissibility of the petitioners’ proposed contentions no carlier than late
May 2008.

The hearing process is an integral component of the NRC’s regulatory framework, and evidentiary
hearings on license rencwal applications are not uncommon. We intend to participate fully in the hearing
process as permitted by the NRC’s hearing rules. We believe that many of the issues raised by Lhe petilioners
are nol germane to license renewal and will not be admitted for hearings. We will continue to work with the
NRC Staff as it completes its technical and environmental reviews of the license renewal application, and we
expect to obtain renewed licenses for Indian Point 2 and Indian Point 3.

Entergy Nuclcar Operations, the current NRC-licensed operator of our six operating nuclear power
plants, filed an application in July 2007 with the NRC seeking indircct transfer of contral of the operating
licenses for our six operating nuclear power plants, and supplemented that application in December 2007 to
incotporale the planncd business separation. Entergy Nuclear Operations, Inc. will remain the operator of those
plants after the separation. In the Deeember 2007 supplement to the NRC application, Entcrgy Nuclear
Opcrations, Inc. provided additional information regarding the distribution, organizational structure, technical
and financial qualitications and general corporate information. The NRC published a notice in the Federal
Register estublishing a period for the public o submit a request for hearing or petition to intervene in a
hearing proceeding. The NRC notice period expircd on February 5, 2008 and two pctitions to intervenc in the
hearing proceeding werc filed belore the deadline. Each of the petitions opposes the NRC’s approval of the
license transfer on various grounds, including contentions that the approval request is not adequately supported
regarding the basis for the proposcd structure, the adequacy ol decommissioning funding and the adequacy of
tinancial qualifications. Entergy submitted answers to the petitions on March 31 and April &, and the NRC or
a presiding officer designated by the NRC will delermine whether a hearing will be granted. If a hearing is
granteel, the NRC is expected to issue a procedural schedule providing for limited discovery, wrilten lestimony
and a legistative-type hearing. Under the NRC’s procedural rules for license transfer approvals, the NRC Staff
will continue Lo review the application. prepare a Safery Evaluation Report and issue an approval or denial
without regard to whether or not a hearing request is pending or has been granted. Thus, resolution of the
hearing requests is nol a prerequisite to obtaining the required NRC approval.

Nuclear Waste Policy Act of 1982

Under the Nuclear Waste Policy Act of 1982, the DOE is required, for a speeificd fee, to construet
storage facilities for, and to disposc of, all spent nuclear fucl and other high-level radioactive waste generatcd
by domestic ruclear power reactors. Qur subsidiarics that own our nuclear power plants provide for the
estimated future disposal costs of spent nuclear fuel in accordance with the Nuclear Waste Policy Act of 1982,
The affected companics enlered into contracts with the DOE, whercby the DOE will fumish disposul scrvice
at a cost of $0.001 per net kWh generated and sold after April 7, 1983, plus a one-time fec for generalion
prior to that date. Each of our subsidiarics that owns one of our nuclear power plants has accepted, as
applicable, assignment of the Pilgrim, FitzPatrick, Indian Point 2, Indian Point 3, Vermont Yankee and
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Palisades/Big Rock Point spent fuel disposal contracts with the DOE held by their previous owners. The
previous owners huve paid or retained liability for the fees for all generalion prior to the purchase dates of
those plants. The fees payable (o the DOE may be adjusted in the future to assure full recovery. Qur ongoing
spent fuel [ees are approximately $40 million per year,

The permanent spent fuel repository in the United States has been legislated to be Yucea Mountain,
Nevada. The DOE is required by law to proeced with the licensing and, after the license is granted by the
NRC. 1o construct the repository and commence the receipt of spent fucl. Because the DOE has not
accomplished these objectives, it is in non-compliance with the Nuclear Waste Policy Aect of 1982 and has
breached its spent fuel disposal contraets. Furthermore, we are uncertain as to when the DOE plans to
commence acceptance of spent fucl from our (acilities for storage or disposal, As a result, eontinuing future
cxpenditures will be required to increase spent fuel storage capacity at our nuclear sites.

As a result of the DOE’s failure to begin disposal of spent nuclear fue! in 1998 pursuant to the Nuclear
Waste Policy Act of 1982 and the spent fuel disposal contracts, our nuclear owner subsidiaries and EquaGen's
licensce subsidiarics have incurred and will continue to incur damages. In November 2003, these entities (but
not the owner of the Palisades plant) commeneed litigation 1o recaver the damages caused by the DOE's delay
in performance. We cannot predict the timing or amount of any potcntial recoveries on other claims filed by
our subsidiaries, and cannot predict the timing of any eventual receipt from the DOE of the United States
Court of Federal Claims damage awards.

Pending DOE acceptance and disposal of spent nuclear fucl, the owners of nuclear power plants arc
providing their own spent fuel storage. Storage capability additions vsing dry casks began operations at
Palisades in 1993, at FitzPatrick in 2002 and at Indian Poinl Energy Center in 2008. These facilities will be
expanded as needed. Dry fucl storage construction is near completion at Vermont Yankee, and it is planned
that casks will be louded beginning in the first half of 2008. Current on-site spent fuel storage capacity at
Pilgrim is estimated 1o be sufficient until approximately 2014; dry cask storage facilitics are planned (o be
placed into service at that unit on or before 2014,

Nuclear Plant Decommissioning

As part of the Pilgrim, Palisades and Vermont Yankee purchases, Boston Edison, Consumers Encrgy
Company and Vermont Yankec Nuclear Power Corporation, respectively, transferred decommissioning trust
funds, along with the liability to dccommission the plants, to us. We believe thal the decommissioning trust
funds will be adequate (o cover future decommissioning costs for these plants without any additiona) deposils
lo the trusts.

For the Indian Point 3 and FitzPatrick plants purchased in 2000, the NYPA retaincd the decommission-
ing trusts and the decommissioning liability. We entered into decommissioning agrecements with NYPA that
specify cach party’s decommissioning obligations. NYPA has the right to require us 1o assume the decommis-
sioning linbility provided that it assigns the corresponding decommissioning trust, up to a specified level. to
us. It the decommissioning liability is rctained by NYPA, we will perform the decommissioning of the plants
at a pricc equal to the lesser of a pre-specificd level or the amount in the decommissioning trusts. We belicve
that the amounts available to us under either scenario are sufficient te cover the future decommissioning costs
without any additional contributions to the trusts. In connection with the Pilgrim acquisition, we received
Pilgrim’s decommissioning trust fund. We belicve that Pilgrim’s decommissioning fund will be adequate to
cover future decommissioning costs for the plant without any additional deposits to the trust.

As part of the Indian Point 2 purchase, Consolidated Edison transferred the decommissioning trust fund
and the liability to decornmission Indian Point 2 to us. In addition, as part of the purchase of Indian Point 2,
Consolidated Edison transferred to us the obligation to decommission the shutdown Indian Point | plant. We
also funded an additional $25 miilion Lo (he decommissioning trust fund, and we belicve that the trost will be
adequate to cover future decommissioning costs for Indian Point | and Indian Point 2 without any additional
deposits to the trust funds.
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In April 2007, as part of (he purchase of the Palisades nuclear energy plant located near South Haven,
Michigan, Consumers Energy Company transferred to us the liability to decoinmission the plant, as well as
related decommissioning trust funds. Also as part of the transaction, we assumcd responsibility for spent fuel
at the decommissioned Big Rock Point nuclear plant, which is located near Charlevoix, Michigan, Onee the
spent fuel is removed from the sile, we will dismantle the spent fuel storage lacility and complete site
decommissioning. We expect to fund this activity from operating revenue, and we are providing 35 million in
credit supporl to provide financial assurance for this obligation 1o the NRC.

Price-Anderson Act

The Price-Anderson Act requires that reactor licensees purchase insurance and participate in a
sccondary insurance pool that provides insurance coverage for the public in the event of a nuclear power plant
aceident. The costs of this insurance are borne by the nuclear power industry. Congress amended and renewed
the Price-Anderson Acl in 2005 for a lecn through 2025. The Price-Anderson Act requires nuclear power
plants to show evidence of financial protection in the event of a nuclear aceident. This protection 1nust consist
of two layers of coverage:

» The primary layer is private insurance underwritlen by American Nuclear Insurcrs and provides
public liability insurance coverage ol $300) million. It this amount is not sulficient to cover claims
arising froin an accident, the second level, Secondary Financial Protection, applics.

* Under the Secondary Financial Protection level, each nuclear reacror has a contingent obligation to
pay a retrospective premium, equat to its proportionate share of the loss in excess of the primary
level, up to a maximum of $100.6 million per reactor per incident. This consists of a $95.8 million
maximum retrospective premium plus a 5% surcharge that may be payable, if needed, at a rate that
1s prescntly set at $15 million per year per nuclear power reactor. There arc no lerrorisin limitations.

Currently, 104 nuclear reactors are participating in the Secondary Financial Protection program. The
product of the maximum retrospective premium assessment to the nuclear power industry and the number of
nuclear power reactors provides approximately $10.4 billion in insurance coverage, in addition to the
$360 million in primary coverage, to compensatc the public in the cvent of a nuclear power reactor accident.
The Pricc-Anderson Act provides that all potential liability for a nuclear accident is limited (o the amounts of
insurance coverage available under the primary and sccondary layers.

The limit is subject to change in the secondary layer assessments to account for the cifects of inflation,
a change in the primary limit of insurance coverage, and changes in the number of licensed reactors. As
required by the Price-Anderson Act, we carry the maximum available amount of primary nuclear liability
insurance (currently $300 million lor each operating site). Claims for any nuclear incident exceeding that
amount arc covered under the renospective premiumns paid into the secondary insurance pool. As a resull, in
the cvent of a nuclear incident that causes damages in excess of the $300 million in primary insurance
coverage, each owner of a nuclear plant reactor will be required to pay a retrospective premium, cqual to its
proportionate share ol the loss in excess of the $300 million primary level, up to a maximum of $100.6 million
per reaclor per incident. The retrospective premivm payment is currently limited to $15 million per year per
reactor until the aggregate public liability for each licensee is paid up to the $100.6 million cap. This annual
litnit is subject to change ro account for the cffects of inflation.

Property Iusurance

Our nuclear owner subsidiaries are members of certain mutual insurance companics that provide
property damage coverage, including decontamination and premature decommissioning expense, ta the
members’ nuclear gencrating plants. These programs are underwritten by Nuclear Electric Insurance Limited
(NEIL). As of December 31, 2007, Indian Point 2 (including Indian Point 1), Indizn Point 3, FitzPatrick,
Pilgrim, Vermont Yankee, Palisades, and the dccommissioned Big Rock Point plant (primary layer only us
approved by the NRC) were insured against such losscs per the following structures:

* Primary Layer (per plant) - $50( million per occurrence;
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= Excess Layver - $615 million per occurrence;
« Total limit - $1.115 billion per occwrrence; and
»  Deductibles: $2.5 million per occurrence.

Indian Point 2 {including Indian Peint 1) and Indian Point 3 share in the primary layer with one policy
in common for that site because the policy is issued on a per site basis. Big Rock Point has its own primary
policy with no excess coveruage. Property coverage for facilities not covered by NEIL (i.e. off-site training
lacilitics), arc included in a sepurate insurance policy.

In addition, our nuclear power plants are also covered under NEIL's Accidental Qutage Coverage
program. This coverage provides certain fixed indemnities in the event of an unplanred outage that results
fromn a covered NEIL property damage loss, subject to a deductible. The [ollowing summarizes this coverage
as of December 31, 2007:

* Tndian Point 2 & 3 and Palisades (Indian Point 2 & 3 sharc the limits):
—  $4.5 million weekly indemnity;
- $450 million maximurmn indcmnity; and
— Deductible: 12 weck waiting period;

* FitzPatrick and Pilgrim (cach plant has an individual policy with the noted paratneters):
- $4.0 million weekly indemnity;
- $490 million maximum indemnity; and
- Deductible: 12 week waiting period;

« Vermont Yankee:
—  $4.0 million weekly indeinnity;
—  $435 million maximum indemnity; and
—  Deductible: 12 week waiting period.

Under the property damage and accidental outage insurance programs, our nuclear power plants could
be subject to assessments should losses exceed the accumulated funds available from NEIL, As of
Dccember 31, 2007, the aggregate maximum amounts of such possible assessments per occurrence were
$86.8 million. We maintain propertly insurance for our nuclear units in excess of the NRC’s minimum
rcquirement of $1.06 billion per site for nuclear power plant licensces. The NRC regulations provide that the
proceeds of this insurance must be used, first, 1o vender the reactor safe apd stable, and second, to complete
decontamination operations. Only after proceeds are dedicaled for such use and regulatory approval is secured
would any remaining proceeds be made available for the benefit of plant owners or their creditors.

In the cvent that one or more acts of non-certificd terrorism causes property damage under one or morc
or all nuclear insurance policies issued by NEIL (including, but not [imited to, those deseribed above) within
12 months from the date the first property damage oceurs, the maximum reeovery under all such nuclear
insurance policics shall be an aggregate of $3.24 billion plus the additional amounts recovered for such losses
from reinsurance, indemnity, and any other sources applicable (o such losses. There is no aggregate limit
involving onc or more acts of certified terrorism.

Indian Point Energy Center Emergency Natification System

Pursuant 1o federal law and an NRC order, our Indian Point Energy Center located in Buchanan, New
York is required to install a new siren cmergency notification system with certain backup power capabulities.
Duc to the complexity of the technology employed in this system, among other things, Entergy Nuclear
Operations, Inc.. the operator of our nuclear power plants and a subsidiary of EquaGen, was unable to meet
the April 15, 2007 operabilily datc previously approved by the NRC. Becausc of this delay, the NRC fined
Entergy Nuclcar Operations $130,000. Subsequently, the NRC set a new deadline of August 24, 2007 lor
implementation of the new siren system and this new deadline was also not satisfied. On January 24, 2008, the
NRC fined Entergy Nuclear Operations, Inc. $650,000 for the continuing delay in implementation of the new
siren system beyond the August 24, 2007 deadline. Entergy Nuclear Operations has been unable 10 iect these
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deadlines due to certain FEMA tesling, review and operability requirements. FEMA has been authorized by
the NRC to asscss the new systern and its rcacliness for full implementation. Further delays in implementation
of the new siren system may subject Entergy Nuclear Operations, Inc. to additional fires in the future. The
Indian Peint Energy Center will continue to operale and maintain its existing siren emergency notification
syslem until the new system is placed into service.

Legal Proceedings

We are involved in various elaims and legal proccedings that occur (rom time 1o time in the ordinary
course of business. We are not party Lo any pending legal proccedings that we believe could have a material
adverse affect on our business, results of operations, financial condition or liguidity.

Employee Litigation

We are responding to lawsuits in both state and federal courts and o other labor-related proceedings
filed by current and former employees, These actions include, bul are not limited to, allegations of wrongful
employment actions; wage disputes and other claims under the Fair Labor Standards Act or its state
counterparts: claims of race, gender and disability discrimination; disputes arising under coflective bargaining
agrcements; uafair labor practice proccedings and other administrative proceedings before the National Labor
Relations Board; claims of retaliation; and claims for or regarding benefits under various Entergy Corporation
sponsorcd plants, Entergy and we arc responding to these suits and proceedings.
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MANAGEMENT

Executive Officers Following the Separation

While some of our expected cxeeutive officers are currently officers and employees of Enlcrgy, upon
the scparation, nonc of these individuals will continue to be employces of Entergy. The following table scts
forth information regarding individuals who are expeeted o serve as our executive officers following the
scparation.

Name Age  Position
Richard J. Smith . .. .............. 56 Chief Exccutive Officer, Director
John R.MeGaha. . ........ ... ... 58 Chief Opcrating Officer

Richard J. Smith has over 30 vears of experience in the electric urility industry and over 10 ycars of
cxpericnee as an exccutive officer. In his current role. Mr. Smith serves as Entergy’s president and chief
operating officer with responsibility for Entergy Nuclear and Entergy Operations, which includes fossil plant
operations, transimission operations, system cnvironmental and salcty, system planning, compliance and
performance management. From 2001 o 2007, Mr. Smith served as group president, Utility Operations of
Euatergy. Prior to joining Entergy, Mr. Smith served as president of Cinergy Resources, Inc., where he managed
and directed Cincrgy's non-regulated relail gas supply business and also developed Cinergy’s non-regulated
retail electric supply business in anticipation of retail open access in Ohio.

John R. McGaha has over 30 years of experience with Entergy’s nuclear program. Since February
2007, Mr. McGaka has served as president of planning, development and oversight for Entergy Nuclear
Opcrations with responsibility for planning and innovation. business development and new plant activities and
oversight. From 2000 to 2007, Mr. McGaha served as president of the Entergy Nuclcar South business unit,
with responsibility for Entergy’s five nuclear units in its redail electrie service area. Mr. McGaha has five years
of service with thc U.S. Navy Nuclear Powercd Submarine Program and retired from the U.S. Naval Reserve
with the rank of Caprain. Mr. McGaha also spent two and a half ycurs designing coal-fired plants for Brown &
Root.

Board of Directors Following the Separation

The following sets forth information with respect to those persens, in addition to Mr. Smith, who are
expecied Lo serve on our board of direclors following the completion of the separation. The nominees will be
presented to our sole sharcholder. Entergy, for election prior to the separation. We intend 1o name and present
additional nominees for clection prior to the separation.

Name Age  Position(s)

Committees

Effective upon the completior of the separation, our board of directors will have the following
committees:
Compensation Comunittee Interlocks and Insider Participation

Each member of the Compensation Commitice iy an independent director. None of the Compensaticn
Commitlee members has served ay an officer of Enexus Energy, and none of Enexus Energy’s execulive
officers has served as a member ol a compensation committee or board of directors of any other catity that
has an executive officer scrving as a member of Enexus Energy’s board of directors.
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COMPENSATION DISCUSSION AND ANALYSIS

Introduction

This Compensation Discussion and Analysis briefly discusses the philosophy and policics we apply lo
thc compensation of our chief executive offieer, or CEO, our yet (0 be named chicf financial officer, or CFQ,
and our three other most highly compensated ¢xceutive olficers other than the CEO and CFO (collectively
referred to as our "Named Execeutive Officers”) based on compensation from Entergy for 2007. You should
rcad this information in combination with the more detailed compensation tables and other data presented
clsewhere in this information statement,

The compensation of our Named Exccutive Cfficers for 2006 and 2007 was detenmined and paid by
Entergy, and Entergy also detenmined and paid or will pay the compensation of our Named Executive Olficers
for the period in 2008 prior to the separation. Accordingly, the Compensation Discussion and Analysis that
follows relates primarily to the compensation paid to cur Named Executive Officers by Enterpy for 2007,
However, cllective as of the separation and for subsequent years, our Personnel Committee will determine, and
we will pay, the compensation of our Named Executive Officers. Please note that the principles und policies to
be used by our Personncl Committee in determining such compensation have yet 1o be established.
Accordingly. there is no assurance that the compensation of our Named Executive Officers following the
separation will be the same as that prior Lo the separation, or that the same principles and policies used (o
detcrmine compensation prior to the separation will be used to deteymine compensation following the
separalion.

Entergy has designed its compensation program to :dtract, retain, motivate and reward executives who
can contribute to long-term success and thereby build value for shareholders. Entergy’s executive compensation
package is comprised of a combination of shori-term and long-term compensution elements, Short-term
compensation includes base pay and annual cash incentive awards. Long-term compensation includes stock
options and performance units.

The executive compensation program is approved by Entergy’s Personncl Committee, which is
compriscd cntirely of independent board members. Unless otherwise indicated, the references in this Compen-
sation Discussion and Analysis to the Personnel Committee or the Committee refer to the Entergy Pcrsonnc)
Commitiee.
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The following table summarizes the principal factors that Entergy lakes into account in deciding the
amount of cach compensation clement it pays or awards (o cxecutives:

Key Compensation Components Factars
(where reported in summary
compensation table)

Base Salary - Company. business unit and individual performance
(salary, column c¢) - Market data

- Internal pay equity

- The Committee’s assessment of other elements of

compensation
Performance Units - Compensation practices al peer group companics and in a
(stock awards, column e) broadcr group of ulility companies

- Target long-tcrm eompensation values in the market tor
similar jobs

- The desire to ensure that a substantial portion of total
compensation is performanee-basced

- The Commitice’s assessment of other clements of

compensation
Stock Options - Individual performance
(options, column ) - Prevailing market practice

- Targeted long-term value created by the usc of stock aptions
- Potential dilutive effect of stock optien grants
- The Commitice’s asscssment of other elements of

compensation
Non-Equity Incentive Plan - Compensation practices al pecr group companies and the
Compensation gencral market for similar-size comnpanies
(Cash Bonus) - Desire 1o ensurc that a substantial portion of (otal
(non-equily plan compensation, compensation is performance-based
columr g) - The Committee's assessment of other elements of

compensation

Entergy makcs compensation decisions for the Named Executive Officers and each exccutive officer
alter taking into account all clements of the officer’s compensation. In making compensation decisions,
Entergy applies the same compensation policies to the Named Executive Officers and all of its executive
ofliccrs; however, the application of these policies resulls in different compensation amounts to individual
otticers because of: (i) differences in roles and responsibilities; (ii} differences in market-based compensation
levels for specific officer posiuions; (iii) Entergy’s assessment of individual performance; and {iv) variations in
business unit performance.

Compensation Program Administration

Role of Personnel Committee

The Personnel Committee fhas overall responsibility for approving the compensation program for
Entergy’s named cxecutive officers and makes all [inal decisiens regarding Entergy’s named exccutive officers.
The Personncd Commitiee is responsible for, among its other duties, the following actions related to Entergy’s
named cxecutive officers:

« reviewing and approving compensation policies and programs for the executive officers, including any
employment agreement with an executive officer;

* cvaluating the performance of Enfergy’s Chairman and Chief Executive Officer; and

* rcporting, at least annually, to the Entergy board of direclors on succession planning, including
succession planning for Entergy's Chief Executive Officer.
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The Personnel Committee has authorized, in limited circomstances, the delegation of its authority to
grant stock options under Entergy plans to Entergy’s Chairman and Chiel Exccutive Officer and Senior Vice
President of Human Resources and Administration subject to the following conditions:

* No grant may exceed an agpregate value of $1 million per grantee;

¢ All awards must be issued in accordance wilh the tcrms of Entergy’s plans, including the requirement
thal all options be issued for an exercise price not less than the fair market value of the stock on the
date the option is granted,

« No awards may be granted (o any exccutive officer of Entergy (as delined under Section L6 of the
Exchange Act); and

* The Personnel Commitlee must be advised on at least a quarterly basis of the grants made under the
cxercise of this delegated authority.

As further described below, certain aspects of the compensation of officers who are not Entergy named
cxecutive oflicers, including Mr. McGaha, are not direclly determined by the Personnel Commiuee, For
instance, while the Committee docs delermine the number of performance units to be granted to Mr. McGaha,
the Committec does not determine Mr, McGaha's actual annual incentive target. Rather, the Committee
establishes an overall available annual incentive pool for those officers, and the ofTicers’ respective supervisors
{in the casc of Mr. McGaha, the chief exccutive of Entergy’s nuclear division, subject to the ultimate approval
of Enterpy’s Chicf Executive Officer) establish the specific goal targets and ranges. Further, the chief executive
of Entergy’s nuclear division and Entergy’s Chief Executive Otficer have ultimate responsibility for adjusting
Mr. McGaha’s salary as deemed appropriate. The chief executive of Entergy’s nuclear division and Entergy’s
Chief Exccutive OlTicer also determine how many stock option awards are to be allocated to Mr. McGaha
from an available pool established by the Personncl Committee (or similarly situated officers, though the
Personne! Committee ultimately approves the established allocations.

Role of the Compensation Consultant

In discharging its duties, the Personuel Commitiee has retained Towers Perrin as its independent
compensation consultant to assist it, among other things, in evaluating different compensation programs and
developing market data to assess the compensation programs. Under the werms of its engagement, Towers
Perein reports directly to the Personnel Committee, which has the right 1o retain or dismiss the consuitant
without the consent of the Entergy’s management. In addition, Towers Perrin is required 1o seek and reccive
the prior written consent of the Personnel Committee before aceepting any material engagements from
Entergy.

In considering Lhe appointment of Towers Perrin, the Personnel Commitiee took into account that
Towers Perrin provides from time lo time gencral consulting services (0 Entergy’s management with respect to
nop-executive compensation malters. In this connection the Committee revicwed the tees and compensation
received by Towers Perrin for these services over a historical period. After considering (the nature and scope of
thesc engagements and the fee arrangements involved, the Personnel Commitlee dctermined that the engage-
ments did not create a conflict of interest. The Committee reviews on an ongoing basis the lees and
compcnsation received by Towers Perrin for non-executive compensation matters on an annual basis to monitor
its independence. Enexus Energy has not yel formed a compensation commitlee and has not yet detcrmined
whether it will retain a compensation consultant or, if it does, who that compensation consultant will be.

Role of Entergy’s Chiefl Executive Officer

The Personnel Commiltee solicits recommendations from Entergy’s Chief Executive Officer with
respect o compensatiou decisions for Mr. Smith. Mr, Leonard’s role iu this regard is limited 10:

» providing the Committee with an asscssment of the performance of Mr. Sinith; and
» recommending base salary, annual merit increases, stock optien and annual cash incentive plan

compensation amounts for Mr. Smith.
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In addition, the Committec may request that Mr. Leonard provide management feedback and
recommendations on changes in the design ol compensation programs, such as special retention plans or
changes in structure of bonus programs. Mr. Leonard does not play any role with respeet to any matier
affecting his own compensation nor does he have any rele deiermiining or recommending the amount, or form,
of director compensation.

As noted above under “Role of Personnel Committee,” Mr. Leonard also plays a role in determining
Mr. McGaha’s basc salary, his annval incentive larget and the number ol stock options hc receives.

Mr. Leonard may attend meetings of the Personnel Committee only at the tavitation of the chair of the
Personnel Committee and cannot call a meeting of the Committce. However, he is not in attendance at any
meeting when the Committee determines and approves the compensation o be paid to Entergy’s named
executive officers. Since he is not a member of the Committee, he has no vole on matters submitted {o the
Commiiftee. During 2007, Mr. Leonard atiended six meetings of the Personnel Committee.

In 2007, the Conumittee’s compensation consultant met at the request of the Personnel Committec with
Mr. Leonard to review market trends in executive and management compensation and to discuss Entergy’s
overall compensation philosophy, such as the optimum balance beiween base and incentive compensation. In
addition, the Commirttec requested that its independent compensation consultant interview Mr. Leonard 1o
obtain management feedback on the impact of compensation programs on employees and information
regarding the roles and responsibilitics of Entergy’s named cxecutive officers.

Objectives of the Executive Compensation Program

+  The greatest part of the compensation of a Named Executive Qfficer should be in the form of “at
risk,” performance-based compensation.

Entergy has designed its compensaiion programs o ensure that a significant percentage of the total
compensation of the named cxecutive olficers is contingent on achievement of performance goals that drive
total sharcholder return and result in increases in common stock price. For example, cach annual cash
incentive and long-term performance unit prograin is designed to pay ocut only if Entergy achicves pre-
established performance goals. Assuming achievement of thesc performance goals af target level, approxi-
matecly 80% of the annual targer total compensation (excluding non-qualified supplemental rctirement income)
of Entergy’s Chiel Exccutive Officer is represented by performance-based compensation and the remaining
20% is represcnted by base salary. For Mr. Smith, assuming achievement of performance goals at the target
levels, approximately 65% of his annual Larget total compensation (excluding non-qualified supplemental
retirement income) is represcnied by performancc-based compensation and the remaining 35% by basc salary;
for Mr. McGaha, 60% of his annual target total compensation (excluding non-qualificd supplemental
retirement income) s represented by performanec-based compensation and the remaining 40% by base salary.
Entergy’s Chicf Executive Ollicer’s total compensation is al greater risk than that of our named executive
offlicers, reflecting both market practice and acknowledging the leadership role of the Entergy Chiel Executive
Officer in setting Entergy policy and strategies,

+ A substantial portion of Named Executive Officers’ compensation should be delivered in the form of
equity awurds.

To align the economic interests of the named exceutive officers with shareholders, Entergy believes
that a substantial portion of their total compensation should be in the forrm of cquity-based awards. Equily
awards are typically granled in the Jorm of stock options with a threc-year vesting schedule and performance
units with a three-year performance cycle. Stock options are generally subjeet only to time-based vesting.
Performance units pay out enly il Entergy achieves specitied performance targets, The amount of payout
varics based on the level of performance achicved.

*  Enrergy’s compensation programs should enable it to attract, retain and motivate executive talent
by offering compensulion packuges that are competitive but fair
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It is in the best interests of Entergy’s sharehelders’ that Enlergy attract and retain talented cxecutives
by olffering compensation packages that are competitive but lair. Entcrgy’s Personnel Commitiec has sought to
develop compensation programs that deliver (otal target compensation in the aggregate at approximately the
50th percentile of the market,

The Starting Point

To develop a competitive compensation program, Entergy’s Personnel Committee on an annual basis
reviews buase salary and other compensalion dala from two sources:

*  Survey Data: The Commiliee uses published and private compensation survey data (o develop
marketplace compensation levels [or executive ollicers. The data, which is compiled by the
Committee’s independent compensation consultanl, compares the current compensation levels
received by each exccutive ofTicer against the compensation levels received by executives holding
similar positions at companies with corporate revenues consistent with Entergy’s revenues. For noo-
industry specific positions such as a chiel linancial officcer, the Commitlee reviews dala from gencral
industry. For management positions that are industry-specific, the Commilice reviews data from
encrgy service companies. The survey data reviewed by the Committce covers approximalely 300
public and privale companics m general industry and approximately 60 to 70 public and privale
companics in the energy services seclor. In benchmarking compensation levels against the survey
data, the Committec considers only the uggregated survey data. The identity of the compaaies
comprising the survey data is not disclosed lo. or eonsidered by, the Commitiee in its deeision-
making process and, thus, is not considercd material by the Committce. The Commuittee uscs the
survey data to develop compensation programs that deliver lotal target compensation at approx-
imately the 50™ percentiie of the market. For this purpose, the Commiliee reviews the results of the
survey dida (organized in tabular format) comparing compensation relative to the 25", 50" (or
median) and 75" pereentile of the market, The Committce considers its objectives 1o have been met
il Entergy’s Chief Executive Oflicer and the executive officers who constitute what Entergy refers
o as its “Office of the Chief Executive,” considered as a group (nine officcrs, including Mr. Smith.
but not any other Named Exccutive Officer), have a targel compensation package that falls within
the range of 90 — 110% of the 50™ percentile benchmarked in the survey data. Actual compensation
reccived by an individual officcr may be above or below the 50™ percentile based on an individual
olficer's skills, performance and responsibilitics.

*  Proxy Analysis: As an addilional point of analysis, the Committec reviews dala derived from proxy
slatemcnls comparing compensation lcvels against the compensation levels of the corresponding
executive officers from eighteen of the companies included in the Philadelphia Utilities Tndex.
Unlike the survey data (which is uscd as the primary data {or purposes of benchmarking
compensation), the market data from the proxy analysis arc not comparable 10 Entergy in terms of
roles and responsibilitics. Rather, the market data [rom the proxy analysis arc compared to Entergy's
cxccutive officers bascd on pay rank. These companies are:

* AES Corporation * Exelon Corporation

+ Amcren Corporation * FirstEncrgy Corporation

» American Electric Power Co. Inc. + FPL Group Inc.

* CenterPoint Energy Inc. * Northeast Utilitics

= Consolidated Edison Inc. + PG&E Corporation

* Dominion Resources Inc. * Progress Energy, Inc.

* DTE Energy Company * Public Service Enterprise Group, Inc.
* Duke Energy Corporation *  Southern Company

« Edison Intcrnational » XCEL Energy
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Eletnents of the Compensation Program

The major compoenents of Entergy’s executive compensation programn are presenled below,

Short-Term Compensation
Base Salary

Base salary s a component of the named cxecutive officers’ compensation package because the
Commiltee believes it is appropriate that some portion of the compensation that is provided to these officers
be provided in a form that is a lixed cash amount. Also, base salary remains the most commoen form of
payment throughout all industries. Its use ensures a eompetitive compensation package to the Named
Exccutive Officers.

The Commitiee (in (he case of Mr. Smith) or certain senior Entergy officers {in the case of the other
Named Executive Officers) determinc whether to award named exeeutive officers annual merit increases in
base salary based on the following factors:

« Company, business unit and individual performance during the prior year;

*  Market data;

» Internal pay equity; and

*  An assessment of ather elements of compensation provided to the named executive officer.

The corporate and business unil goals and objectives vary by individual officers and inelude, among
other things, corporate and business unit financial performance. capital expenditures, cost containment. salety,
reliabilily, customer scrvice, business development and regulatory matters.

Entergy’s use of “internal pay equity” in selting meril increascs is limited to determining whether a
change in an officer’s role and responsibilities relative to other officers requires an adjusiment in the officer’s
salary, There is no predetermined formula against which the base salary of one named executive officer is
measured against another officer or employce.

In 2007, on the basis of the mmarket data and other factors deseribed above, Mr. Smith received a merit-
hased salary increase of 3.5%. In February 2007, Mr. McGaha was awarded an 8.6% base salary adjustment to
rcllect his inereased respensibility as a resull of Entergy’s nuclear alignmeat. In gencral thesc increases were
consistent with the increase pereentages approved with respect (o Entergy named cxecutive officers in the last
two years (excluding adjustments in salaries related to market faclors, promotions or other changes in job
responsibilities}. In addition, Mr. Smith received a salary inerease of approximalely 11% upon his promotion
to President and Chicf Operating Officer of Entergy in April 2007 to reflect the increased responsibilities of
his rew position and comparative market data for officers holding similar positions and performing similar
responsibilities, and Mr. MeGaha received a salary increase of approximately 4.7% in December 2007 as part
of a market adjustment for leaders of Entergy’s nuelear division.

Non-Equity Incentive Plans (Cash Bonus)

Entergy includes performance-based incentives in the named cxecutive officers’ compensation packages
because it encourages the named exccutive offieers to pursue ohjectives consistent with the overall goals and
strategic direction that the Entergy board has set for Entergy. Annual incentive plans are commenly used by
companies in a varicty of industry sectors to compensale their exccutive officers.

The named execulive officers parlicipate in a performanee-based cash incentive plan known as the
Exccutive Annual Incentive Plan, or Annual Incentive Plan. The plan operates on a calendar year basis.
Entergy uses a performance metric known as the Entergy Achievement Multiplicr to determine the payouls for
each particular calendar year. The Entergy Achievement Multiplier is used to determine the percentage of
tirget annual plan awards that will be paid cach year to each named exccutive officer. In December 2006,
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Entergy selected the Entergy Achicvement Multiplier for 2007 awards to be based in equal pan on eamings
per share and operating cash flow. The Committee selected these performanee measures because:

+ earmings per share and operaling cash flow have both a correlative and causal relationship lo
sharcholder value perlormance;

+ carnings per share and operating cash flow targess are aligned with externally-communicated
goals; and

» carnings per share and operaling cash flow results are readily available in carning releases and SEC
filings.

In addition, these measures are commonly used by othcr companics, including Entergy’s industry pecr
group comparnics, as components of their incentive programs. For example, approximately two-thirds of the
industry peer group companies use earnings per share as an incentive measure and cne-third use seme type of
cash flow measure. The Personnel Committee evaluates the performance measures used for the Annual
incentive Plan on an annual basis.

The Committee sets minimum and maximum achievement levels under the Annual Incentive Plan at
approximatcly 10% below and 10% above target achievement levels. Payouts for performance between
minimum and target achievement levels and between target and maximum levels are calculaled using straight
line interpolation. In general, the Commitiee seeks to establish target achicvement levels such that the rclative
difficulty of achieving the target level is consistent from year to year. Over the past five years ending in 2007,
the average Enlergy Achievement Mulliplier, represcnting camings per share and operating cash flow results,
was 135% ol target. This result reflects the strong performance of Entergy during this period.

In December 2006, the Committce set the 2007 target award for incentives to be paid in 2008 under
the Annual Incentive Plan for our Chicl Executive Officer at 70% of his base salary. In sclting this warget
award, the Personnel Conmilice considercd sevcral factors, including:

v analysis provided by the Commitiec’s independent compensation consultanl as to compensation
practices at the industry peer group companies and the general market for similar-size companies;

» competitivencss of Entergy’s compensation plans and their ability to attract and retair lop exccutive
talent;

+ the individual performance of Mr. Smith;
* rargel bonus levels in the market for comparable positions;
= the desire 10 ensure that a substantial portion of total compensation is performance-based;

* lhe retative importance, in any given ycar, ol the short-term performance goals established pursuunt
to the Annual Incentive Plan;

* the Commilice’s assessment of other elements of compensation provided to Mr. Smith; and

= the rccommendation of Entergy’s Chief Executive Officer, including his asscssment of Mr. Smith’s
performance.

The 1arget award for Mr. McGaha was sel by his supervisor, the chief cxecutive of Entergy’s nuclear
division (subject to ultimate approval of Entergy's Chief Executive Officer), who allocated a potential
incentive pool established by the Personnel Commitiee among various of his direct and indireet reports. In
setting the targel award for Mr, McGaha, the supervisor took into account considerations similar to those
considercd by the Personnel Committee in establishing Mr. Smith's incentive target.
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In January 2008, the Committce determined the Entergy Achicvement Multiplier to be used for
purposes of determining annual incentives for 2007, The targets established lo measure management
performance against as reported results were:

L Minimum —L Target Maximum—l
| Earnings Per Sharc ($) 4.77 | 5.30 5.83
I Operating Cash Flow ($ billion} 2.3 ‘ 2.6 P 2.9 l

After reviewing carnings per share and opcrating cash flow resuits against the performance objectives
in the above table, the Personnel Committee cextified the Entergy Achievement Multiplier at 123% of arget.

Under the terms of the program, the Enlergy Achievement Multiplicr is automatically increased by
25% for the members of Entergy’s Office of the Chief Executive (including Mr. Sniith but not any of the other
Named Exccutive Officers), subject o the Personnel Committec’s discretion to adjust the automatic multiplice
downward or eliminate ir altogether. The multiplier, which Entergy refers to as the Management Effectiveness
Factor, 1s inended (o provide the Committee, through the excrcise of ncgative discretion, a mechanism (o take
into consideration specific achievement factors relating to the overall performance of Entergy. In January
2008, the Comimnittec exercised its negative discretion to eliminate the Management Effectivencss Faclor,
reflecting the Personnel Committec’s determination that the Entergy Achieveinent Multiplier, in and of itself
without the Management Effectiveness Factor, was consisienl with the performanec levels achieved by
Entergy's management,

The following tablc shows the Annual Incentive Plan payments as a percentage of base salary for 2007
based on an Entergy Achievement Multiplier of 123%:

Named Executive | Target ‘ Percentage Base Salary
Officer |
Richard J. Smith 70% | 86 |
uohn R. McGaha 60% L T4%

The amounts paid for 2007 under the Annual Incentive Plan for the Named Executive Officers are
disclosed in column (g) of the Summary Compensation Table loeated on page 121,

Nuclear Retention Plan

Some of Enlergy’s executives. including Mr. McGaha but not any of the other Named Executive
Otficers, patticipate in a speeial retention plan for officers and other leaders with special expertise in the
nuclear indusiry. Entergy established the plan to artract and retain management talent in the nuclear power
field, a field which requires unique technical and other expertise that is in great demand in the utility industry.
For individuals whe commenced participation on or after January 1, 2007, like Mr. McGaha, the plan covers a
three-year period. For example, an individual who commenced participation on Februury 15, 2007, subjcet o
his or her vontinued employment with a partieipating company, is eligible to receive a special cash bonus
consisting of threc payments, each consisting of an amount {rom 15% to 30% of such participant’s then
(2007) base salary on February 15 of each of 2008, 2009 and 2010.

Long-Term Compensation

Entcrgy's long-term cquity incentive programs are intended to reward Named Exccutive Officers for
achievement of shareholder value creation over the long-term. In its long-term incentive programs, Eolergy
primarily uses a mix of performance units and stock opiions in order to accomplish different objcctives.
Performance units reward the Named Exccutive Olficers on the basis of total shareholder return, which is a
measure of stock appreciation and dividend payments relative to industry peer group companies. Options
provide a direct incentive for growing the price of Entergy's common stock. In addition, Enterpy occasionally
awards restricted vails for retention purposes or to olfset forfeited compensation in order to attract officers and
managers from other companics.
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Each of the performance units and stock options granted to the Named Executive Officers in 2007 was
awarded under Entergy’s 2007 Equity Ownership and Long Term Cash Incentive Plan, which Entergy reflers Lo
as the 2007 Equity Ownership Plan.

Performance Unit Program

Entergy issucs performance unit awards o the Named Executive Officers under the Performance Unit
Program. Each Performance Unit cquals the cash value of one sharc of Entergy commeon stock at the end of
the perfornmance cycle. Each unit also camns the cash equivalert of the dividends paid during the three-year
performance cycle. The Performance Unit Program js structured to reward Named Executive Officers only if
performance goals sct by the Personnel Conmmittec are met. The Personnel Committee has no diseretion to
authorize awards if minimum performance goals are not achieved. The Performance Unit Program provides a
minimum, target and maximum achicvement level, Enlergy measures performance by assessing Entergy’s (otal
sharchalder return relative o the total sharcholder return of its industry peer group companies. The Personnel
Commitice chosc total shareholder return as a measure of perfonmance becausce it assesses Entergy’s ereation
of shareholder value relative to other clectric utilities over the performance cyele. Minitnum, target and
maximum performance levels arc determined by refercnce 1o the quartile ranking of Entergy’s total shareholder
return against the total shareholder return of industry peer group companies.

Prior to 2006, this peer group was the Standard & Poor’s Electric Ulility Index. Begimiing with the
2006-2008 pcrformance period, the Personnel Commitiee identified the Philadelphia Utility Index as the
industry peer group lor total sharcholder return performance because the companies represented in this index
more closely approximate Entergy in terms of size and scale and becausc the companies comprising the
Standard and Poor’s Electric Utility Index had been reduced by 50%, which resulted in a pool of companics
insufficient for comparative purposcs. The companics included in the Philadelphia Utility Index are provided

on page 110

Subject to achievement of the Perforinance Unit Program performance levels, the Personnel Committee
cstablished a targe! amount of 3,900 performance units for Mr. Smith for the 2008-2010 performance cycle.
The target amount for Mr. McGaha was 1,400 units. The range of payouts under the program is shown below.

Quartilcs: 4 3 2 | ]
Performanec Zero Minimum Target Maximum
Levels:
Total Shareholder | 25" percentile and 25M 1o 50" 50" 1o 75" 75" percentile and
Return Ranges: below percentiles percentiles above
| Payouts: No Payout Interpolate Interpolare Maximum Payout
between Minimum between Target {250% af Target)
and Target and Maximum
(10% to 100% of (100% Lo 250% of
L Targed) Target)

The Personnel Commitlce sets payout opportunitics lor the Perforinance Unit Program each ycar. In
delermining payout opportunities, the Committec considers several faclors, including:

* the advice of the Committee’s independent compensation consultunt regarding compeasation praclices
at Entergy’s industry peer group companies;

* compeliliveness of Enlergy’s compensation plans and their ability o aftract and retain top cxecutive

Lalent;

» wrget long-term compensation values in the market for similar jobs;

* the desire to ensure, as described above, that a substantial portion of 1otal compensation is
performance-based;
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= the relative importance, in any given year, of the long-term performance goals established pursuant to
the Performance Unit Program: and

+ the Commillee’s assessment of other elements of compensation provided to thc named executive
officer.

For the 2005-2007 performance cycle, the target amount cstablished lor our Chief Exccutive Officer
was 6,000 perfermance units and for the other named executive officers, the target amounts cstablished were
2,700 performance units. Parcticipants could earn performance anits consistent with the range of payouts as
described above for the 2008-2010 performance cycle.

In January 2008, the Committee assesscd Entergy’s total shareholder return for the 2005-2007
performance period and determined the actual number of performance units to be paid to Performance Unit
Program participants for the 2005-2007 performance cycle. Performance was measured in a manner similar to
that deseribed above for the 2008-2010 cycle, on the basis of rclative total shareholder retum.

For purposes of determining Entergy’s relative performance for the 2005-2007 period, the Committee
used the Standard and Poor’s Electric Utility Index as Entergy’s peer group. Based on market data provided by
Entergy’s independent compensation consultant and the recommendation of management, the Committce
compared Entergy’s total shareholder refurn against the total shareholder return of the companies that
comprised the Standard and Poor’s Electric Urtility Index at the beginning of the plan period. Because TXU
was delisted during the plan periad due t a private buyout and its return could not be objectively measured,
however, TXU was excluded from the peer group.

Based on a comparison of Enlergy’s performance relative to the Standard & Poor’s Electric Ulility
Index as described above. the Committee concluded that Entergy had excecded the performance targets for the
2005-2007 performance cycle, resulting in a payment of 225% of target. Each performance unit was then
automatically converted into cash at the rate of $119.52 per unit, the closing price of Entergy’s common stock
on the last trading day of the performance cyele (December 31, 2007), plus dividend equivaients accrued over
the three-year performance cycle. Sce the 2007 Stock Oplion Exerciscs and Stock Vested table for the amount
paid to cach ol the Named Executive Officers [or the 2005-2007 perlormance unit eycle.

Stock Options

The Personnel Committee (and, in the case of Mr. McGaha, the chiel executive of Entergy’s nuclear
division and Entergy’s Chief Executive Officer as well) considercd several factors in determining the amount
ol stock oplions it granted under Entergy’s equity ownership plans lo the named execulive officers, in¢luding:

* individual performance;

+ prevailing market practice in stoek option grants;

+ the targeted long-term value created by the usc of stock options;

+ the number of participants cligible for stock options, and the resulting “burn ratc”™ (i.e., the number of
stock options authorized divided by the total number of shares outstanding) (o assess the potential

dilutive elfcct; and

» the Committee’s assessment of other elements of compensation provided to the named executive
officer.,

For stock option awards to Mr. Smith, the Comuitiee’s assessment of his individual performance, done
in consullation with Entergy’s Chiel Executive Officer, is the most important factor in deterimining the number
ol options awarded.
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The tollowing table sets forth the number of stock options granted to cach namicd executive officer in
2007. The exercisc price for each option was $91.82, which was the closing fair market value of Entergy
Corporation common stock on the date of grant.

[ Named Executive Officer Stock OQptions
Richard J. Smith 60,000
John R. McGaha 16,500

For addilionai information regarding stock options awarded in 2007 to each of the named cxecutive
officers, sec the 2007 Grants ol Plan-Based Awards table.

Under Entergy’s equity ownership plans, all options must have an ¢xercise price equal to the closing
fair market value of Entergy common stock on the date of grant. In addition, Entergy has adopted a policy
requiring that, i a named exccutive officer {as well as certain other officers) cxcrcises any stock option
granted on or after Januvary 1, 2003, the officer must retain at least 75% of the after-tax net profit from such
stock option excreise in the form of Entergy common stoek until the earlier of 60 months from the date on
which the option is exercised or the termination of the officer’s full-time employment.

Entergy has not adopted a formal policy regarding the granting ot options at tines when it is in
possession of material non-public information. However, Entergy generally grants options to named execulive
officers only during the month of January in conncction with i(s annual executive compensation decisions. On
occasion, Entergy may grant options 1o newly hired employees or existing cmployecs for reiention or other
limited purposes.

Restricted Units

Restricted unils granted under Entergy’s equity ownership plans represent phantom shares of Entergy
common stock (i.c., non-stock interests that have an economic value equivalent 10 a share of Entergy common
stock). Entergy occasionally grants restricted units to employees for retention purposes or to offset forfeited
compensation from a previous emplover or to existing employees {or retention or other limited purposcs. If all
conditions of Lhc grant are satisficd, restrictions on the restricted units lift at the end of the restricted period,
and a cash cquivalent value of the restricted units is paid. The settlement price is equal (o the number of
restricted unity multiplied by the closing price of Enlergy common stock on the date restrictions lift. Restricted
units are not entitled to dividends or voting rights. Restrieted units are generally time-hased awards for whieh
restrictions 1ift, subjeet 1o continued employmicnt, over a two- to five-year period.

No named exccutive officers received restricted units from Entergy during 2007.

Benefits, Perquisites, Agreements and Post-Termination Plans

Pension Plan, Pension Equalization Plan, System Executive Retirement Plan and Supplemental
Retirement Plan

The Named Executive Officers participate in an Entergy-sponsored pension plan that covers a broad
group of employees. This pension plan is a funded, tax-qualificd, noneontributory defined benefit pension plan.
Bencefits under the pension plan arc based upon un employee’s years of service with Entergy and the
employce’s average monthly rate of carmmings (which gencrally includes salary and eligible honus, other than
Annual Incentive Plar bonus) for the highest conseeutive 60 months during the 120 months preceding
termination of employment or “Eligible Earnings,” and are payable monthly after separation from Entergy.
The amounl of annual earnings that may be considered in caleulating benefits under the pension plan is limited
by fedcral law.

Benefits under the pension plan are caleulated as an annwity equal to 1.5% of a participant’s Eligible
Earnings multiplied by years of service. Years of service under the pension plan formula cannot eaceed 40.
Contributions Lo the pension plan are made entirely by Entcrgy and are paid into a trust fund {rom which the
benefits ol participants will be paid,
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Entcrgy sponsors a Pension Equalization Plan, which is available to a select group of management and
highly compensatcd employees. including the Named Executive Officers. The Pension Equalization Plan is a
non-qualilied unfunded plan that provides from Entergy’s general assets an amount substantially cqual to the
diffcrence between the amount that would have been payable under the pension plan, but for legislation
limiting pension benefits and earnings that may be considered in calculating pension benefits, and the amount
actually payable under the pension plan. The Pension Equalization Plan ulse takes into account as carnings
any Annual Incentive Plan incentive awards.

Entergy also sponsors a System Executive Retlirement Plan available to approximately 60 officers,
including the Named Executive Officers. Participation in the Sysicm Executive Retirement Plan requircs
individual approval by the plan administrator. The System Executive Retirement Plan is designed to offer a
replacement income catio in the range (based on management level and total years of service) of 55% to 65%
of a Named Executive Officer’s lnal three-year average annual compensation (i.e., generally onc-third of the
sum of the participant’s base salary and Annual Tncentive Plan bonus for the three years during the last
10 years preeeding termination of employment in which such sum is the highest). The System Executive
Relircment Plan recognizes a maximum of 30 years of service for purposes of calculating a participant’s
benefit. Amounts payable under the System Executive Retirement Plan benefit are offset by the value ol the
Pension Plan and Pension Equalization Plan benefits, and are also typically offset by any prior employcr
pensioa benefit available to the executive, While the System Execulive Retiremen! Plan has a replacement
ratio schedule from onc year of service to the maximum of 30 years of scrvice, the table below offers a
sample ratio at 20 and 30 years of service.

Years of | Executives at Management Tevel 3 & above — includes the Named

Service Excculive Officers (Percent of Final Three-Year Average Annual
Compensation)

20 Years 50.0%

30 years 60.0%

Finally, Entergy aiso sponsors a Supplemental Retirement Plar in which various exccutives participate,
including Mr. McGaha bul no other Named Exccutive Officers. Under that plan, alter attaining a minimum age
of 55 and 10 or more years of service, a participant is entitled to a monthly henelil equal to 0833 times the
sum of: 1.25% of the participant’s average basic annual salary for each of the first 10 years of service, 1% of
the participant’s average basic annual salary for each year ol service after 1{) and nol more than 20 years of
service, and 0.75% of the participant’s average basic annual salary for each year of scrvice in cxcess of
20 years of service, provided that in no event will the monthly benefit exceed 2.5% of the parlicipant’s
average basic annual salary, nor will such monthly benefits be payable for more (han 120 months. Average
basic anuual salary generally means the average of the basic annual salary for the highest consecutive five
years of service during the 10 ycars immediately preceding the carlier of Lthe participant’s death, retirement or
other separation from scrvice, and basic annual salary gencrally means a participant’s regular annual cash
carnings from all Entergy companics. exclusive of overtime or other special payments, but including any and
all bonuses or other incentive compensation paid pursuant 1o the terms of the Annual Incentive Plan, but
excluding certain amounts for years before 1995, Certain participants are cligible for a lump-sum payment in
lieu of monthly installinent payments. The Supplemental Retirement Plan benefit is not vested until age 65.
Subject 1o the approval of the Entergy employer, an employee who terminales employment prior 1o ape 65
may be vested in his or her benefit, with payment ot the benefit beginning as carly as age 55 with 10 years of
service. Benelits payable prior 1o age 65 may be subject Lo certain reductions if the participant has less than
10 years of scrvice.

The Committee believes that the Pension Plan, Penston Equalization Plan, System Exccutive Retire-
ment Plan and Supplemental Retirement Plan are an important part of Entergy’s Named Executive Officers’
compensation program. These plans are important in the recruitment of top talent in the competitive market, as
these types of supplemental plans are typically found in companies of similar size to Entergy. These plans
serve a critically important role in the retention of Entergy’s senior excculives, as benelits from these plans
increase for cach year that these executives remain employed by Entergy. The plans thereby encourage
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Entergy’s most senior executives to remain employed by Entergy and continue their work on behalf of Entergy
shareholders.

Entergy has agreed to provide exira service eredit to Mr. Smith under the Pension Equalization Plan
and Supplemental Executive Retirement Plan. Entergy typically oflers these service credil benelirs as one
element ol the total compensation package offered to new mid-lcvel or senior executives that it recruits from
other companies. By offering executives “credited scrvice,” Entergy is able 1o competce more c(lectively to hire
these employces by mitigating the potential loss of their pension benefits resulting from accepting employment
with Entergy. Mr. McGaha has oot been credited with any extra years of credited service under any of the
[oregoing plans.

See the Pension Benefits table for addilional information regarding benelits under the plans described
under this caption.

Savings Plan

The Named Exccutive Olflicers are cligible to participate in an Entergy-sponsored Savings Plan that
covers a broad group of employees. This is a tax-qualified retirement savings plan, wherein total combined
before-tax and after-tax contributions may not exceed 30% ol a participant’s base salary up to certain
contrihution limits defined by law. In addition, under the Savings Plan, Entergy matches an amount equal to
seventy cents for cach dollar contributed by eligible cmployees, including the Named Executive Officers, on
the [irst 6% of thzir earnings for that pay period. Entergy maintains the Savings Plan for ils employees.
including its Named Exccutive Officers, because Entergy wishes to cncourage its employces to save some
percentage of their cash compensation for their eventual retirement. The Savings Plan permits employees to
make such savings in a manner that is relatively tax efficient. This type of savings plan is also a critical
element ir attracting and retaining talent in a competitive mnarket.

Health & Welfare Benefits

The Named Executive Officers are eligible to participate in various health and welfare bene(its
available to a broad group of cmployees. These benelits include medical, dental and vision voverage, life and
accidental death & dismemberment insurance and long-term disability insurance. Eligibility, coverage levels,
patential employce contributions and other plan design features are the same for the Named Exceutive Officers
as for the broad employee population.

Fxecutive Long-Term Disability Program

All of Entergy’s execulive officers, as well as all of the Named Executive GHicers, are eligible to
participate in the Executive Long-Term Disability program. Individuals who elect to participate in this plan will
receive upon the occurrence of a long-term disability 65% of the difference between their base salary and the
approximale $275,000 cap on disability payments under Entergy’s general long-term disability plan,

Executive Deferred Compensation

The Named Executive Officers are eligible o defer up 10 100% of the following payments (less
applicable deductions and withholdings} into the Entergy-sponsored Exccutive Deferred Compensation Plan:

« Basc Salary
« Annual [ncentive Plan Bonus
« Performance Unit Program Awards

The Named Exccutive Officers also are cligible to defer up to 100% of the following payments (less
applicable deductions and withholdings) into Entergy’s 2007 Equity Ownership Plan:

s Apnual Incentive Plan Bonus

* Performance Unit Program Awards
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Additionaily, the Named Exccutive Officers also have deferred account balances under a frozen defined
contribution restoration plan. Amounts deferred under the Executive Deferred Compensation Plan and 2007
Equity Ownership Plan arc subject to limitations prescribed by law and the respective plan.

All deferral amounts represeat an unfunded liability of the employer. Amounts deferred into the 2007
Equity Ownership Plan arc deemed invested in phantom shares of Entergy common stock. Amounts deferred
under the Executive Deferred Compensation Plan are deemed invested in one or more of the investment
options {gcnerally mutual funds) offered under the Savings Plan. Within the Exccutive Deferred Compensation
Plan, a Named Executive Officer may move funds from onc decmed investment option lo another. Excepl for
deferrals not subject to Section 409A of the Code, the Named Exccutive Officer does not have the ability to
withdraw funds, except within the terms provided in such officer’s deferral clection.

Entergy does not “match™ amounts that are deferred by employees pursuant to the Executive Deferred
Compensation Plan or 2007 Equity Ownership Plan. With the exception of allowing for the deferral of federal
and state taxes, Entergy provides no addilional benefit to the Named Executive Officer for deferring any of the
above payments. Any increasc in value of the dcferred amounts results solely from the increase in value of the
investment option selected (Entergy stock or mutual fund), Deferred amounts are credited with earnings or
losses bascd on the rate of return of deemed investment options or Entergy common slock, as selected by the
parlicipants.

Entergy provides this benefit because the Committee belicves it is standard market practice to permil
olticers to defer the cash portion of their compensation. The Executive Deterred Compensation Plan and 2007
Equity Ownership Plan permit them to do this while also receiving gains or losses on deemed investments, as
described above. Entergy believes that provision of this benefit is important as a retention and recruitment tool
as muny, il not all, of the companies with which it competes for executive talent provide a similar arcangemenl
to their senior employees.

Perquisites

Entergy provides the Named Exccutive Officers with certain perquisites and other personal benefits as
part of providing a competitive executive compensation program and for employec retention. However,
perquisites are not a material part of the compensation program. In 2007, Entergy offered the Numed
Exccutive Officers limited benefits such as the following: corporate aircraft usage, personal financial
counseling, annual physical exams (which are mandatory for Entergy’s named exccutive officers) and club
dues. The Named Executive Officers may use corporate aircraft for personal travel subject to the approval of
Entergy’s Chief Executive Officer. The Personnel Committee reviews all perquisiies, including the use of
corporatc aircraft, on an annual basis. For additional information regarding perquisites, see the “All Other
Coinpensation” column in the Summary Compensation table.

Retention Agreements and other Compensation Arrangements

The Commiliee belicves that retention and transitional compensation arrangements arc an important
part of overall compensation. The Committee belicves that these arrangements help 1o secure the continued
employment and dedication of the Named Executive Officers, notwithstanding any concern that they might
have at the time ol a change in control regarding their own continued employment. In addition, the Committee
belicves that these arrangements are important as recruitment and reteution devices, as all or nearly all of the
compunies with which Entergy competes for exccutive taient have similar arrangements in place for their
senior employees.

To achieve these objectives, Entergy has established a System Executive Continuity Plan under which
each of the Named Exceutive Officers is entitled (o reccive “change of control” payments and benelits if such
officer’s employment is involuntarily terminated for similar qualifying events or circumstances. Based on the
market data provided by its independent compensation consultant, the Committee believes the bencfits and
payment levels under the System Executive Continuity Plan are consistent with markel practices.
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In certain cases, the Committee may approve the exccution of a retention agreement with an individuat
executive olficer. These deeisions are made on a case by case basis to reflect specific retention needs or other
factors, including market practice. If a retention agreement is entered into with an individual officer, the
Committee considers the economic value associated with that agreement in making overall commpensation
decisions for that officer. Entergy has voluntarily adopled a policy that any severance arrangements providing
benefits in excess of 2.99 times an officer’s annual base salary and bonus mwst be approved by Entergy’s
shareholders.

On July 26, 2007, our Chief Executive Officer agreed to wrminate his relention agreement with
Entcrgy. Upon termination of the agreetnent, M. Smith was reinstated in Entergy’s Systemn Executive
Continuity Plan. Reinstatement in the System Executive Continuily Plan generally aligned Mr. Smith’s change
of control arrangements with those of Entergy’s other executive officers. Mr. Smith voluntarily elected to limit
his cash payment under the System Executive Continuity Plan to the 2.99 cap, which is lower than the cash
payment level he is entitled to under the System Executive Continuity Plan, since his original participation
oceurred prior to the date when the 2.99 cap was implemented.

Mr. McGaha participates in the System Executive Continuity Plan, but he is not a party to any
individual retention or other employment agreement with Entergy.

Tax and Financial Accounting Considerations

Section 162{m) of the Codc limits the tax deductibility by a publicly held corporation of compensation
in excess of $1 million paid to a chief executive officer or any other of its three other most highly
compensated executive officers (other than the chicf financial officer). unless that compensation is “perfor-
mance-based coinpensation” within the meaning of Section 162(m). The Personnel Commiltee considers
deductibility under Seclion [62(m) as i strueturcs the compensation packages that are provided 1o Entergy’s
named executive officers. However, the Personnel Committee and the Entergy board of directors belicve that it
is in the best interest of Entergy that the Personnel Committee retain the flexibility and discretion to make
compensation awards, whether or not deductible. This {lexibility is necessary to foster achievement of
performance goals established by the Personnel Commitice as well as other corporate goals that the Commitiec
decms importan! to Entergy’s suceess, such as encouraging employee retention and rewarding achicvement.
Our Personnel Committee has not cstablished a policy regarding the etfect of tax considerations on the
determination of executive compensalion.

Likewisc, the Entergy Persornel Commitiee considers financial accounting conscquences as it strue-
tures the compensation packages that are provided to Entergy’s named executive officcrs. However, the
Personnel Committce and the Entergy board of dircctors believe that it is in (he best interest of Entergy that
the Personnel Committee retain the flexibility and discretion to make compensation awards regardless of their
finuncial accounting consequences. Our Personnel Committee has not established a policy regarding the eftect
of financial accounting considerations on the deterinination of exceutive compensation.
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EXECUTIVE COMPENSATION

Set forth below is information concerning compensation paid to or camed by cach of our Named
Executive Officers for services in all capacitics to Enlergy with regard (o the specified periods. All references
to any equity-based awards, including stock options, performance units and restricted units, relate to awards
granted by Entergy in regard to Entergy common stock.

Summary Compensation Table

The following 1ablc summarizes the total compensation paid or earned by cach of the Named Executive
Officers for the fiscal years ended December 31, 2007 and 2006. For information on the principal positions
held by each of the Named Executive Officers, see “Management—Executive Officers Following the
Separalion.” The compensation set forth in the table represents the aggrepate compensation paid by all Entergy
companies, None of the Entergy companies has entered into any cmployment agrecments with any of the
Named Executive Officers (other than the change in control arrangement described in “Potential Payments
upon Termination or Change in Control”™ below). For additional iuformation regarding the material terms of
the awards reported in the following tables, including a general description of tbe formula or criteria to be
applicd in determining the amounts payable, see “Cempensation Discussion and Analysis.”

Change in
Pension
Valne and
Non-Equity  Nongualified
Incenlive Deflerred All
Nume and Stock Option Plan Compensation Other
Principai Year Salary Bonus  Awards Awards Compensation Earnings Compensation
Position $) $ ﬁ)) (t %} g%} QE)) (é!) T(o$t )al
(a) (h) (x) (d) (e) (n (g (th) (i) (51
Richard J. 2007 $399,612 $- $1,809.008 $590,666 $535,886 $743,700 $60,627 34,339,499
Smilh
Chicf 2006 $536,650 $- $1,084,755 $414.959 $718.918 $183.800 $67.338 $3,006.420
Executive
Officer
John R. 2007 $376,806 $-  $769915 $205,204 $295.20G $1,173,400 $44,870 $2,865,395
MeGaha
Chief 2006 $348,485 $-  $300.677 $168,638 $421,988 $264,500 $31,0606 $1.735,354
Operating
Officer

(1)  The amounts in colummn (¢) represent the dollar amovnl recognized for financial statement reporting purposes in accordance wilh
Financial Accourting Standards Board Statement of Financial Accounling Standards No. 123 (revised 20041, Share-Based Payment
(which is referred to as "SFAS 123R™) of performance units granted under the Performance Unit Programn. For a discussion of the
relevant assumplions used in valuing these awards, sec Nole 12 1o the Financial Statements in Entergy's Form 10-K or the year
ended December 31, 2007,

(2} The amounts in colnmn (£} represent the dollar ameunt recognized lor financial sratement reponting purpeses in accordance with
SFAS 123R of stock options. For a discussion of the relevant assumptions vsed in valuing thesc awards, see Note 12 Lo the Financial
Stements in Entergy’s Form 10-K for the year cnded December 31, 2007,

(3)  The amcunis in column (g) represent cash payments made under the Annual Incentive Plan.

() The amounts in column (I include the annual getuarial increase in the present value of the Named Exeeutive Officer’s benefits
under wl pension plans exstablished by Entergy using interest rale and moriality rate assumplions consistent with those used in Enler-
gy’s finaneial statements and includes amounts which the Named Executive Ofticers may not currently be entitled 1o receive
because such amounts are not vesled. None of the increase 1s alrihulahle to above-markel or preferential earnings on nongualificd
deferred compensation (see “2007 Nonqualilied Delerred Compensation™).

(3 The amounts set torh in column (1} for 2007 inclode {2} malching contributions hy Entergy to each ot the Named Executive Offi-
cers: {b) life insurance premuums; () tax gross up puymeats, and (d) perquisites and other personal henefus. The amounts are jisled
i the following lable:
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Richard John R.

J. Smith McGaha
Company Contributicn
- Savings Plan 59,450 $9.430
Life Insurance Premium $2.855 $1,691
Tax Gross Up Payments $15,366 $8.379
Perquisites and Other Compensation 333,016 $25,350
Total $60.627 $44.870

Perquisites and Other Personal Benefits

The amoewnts set forth in column (i) also inelude perquisites and other personal benefits that Entergy
provides to the Named Executive Officers as part of providing a competitive exccutive compensation program
and for employec retention. The following perquisites and other personal beactits were provided by Entergy in
2007 10 the Named Executive Officers;

Named Executive Financial Personal Use ofT Executive |
Officer Counseling | Corporate Aircraft | Physicals
Richard J. Smith X X X
John R. McGaha X t X

L

Nene of the individual perquisites ilems exceeded $25,000 for any of the Named Executive Officers.

2007 Grants of Plan-Based Awards

The following table summarizes award grants during 2007 10 our Named Executive Olfficers,

Estimated Future Payouts Under
Non-Equity [ncentive Plan

Estimated Future Payouts
under Equity Incentive Plan

Awards™ Awards'®
Name Grant Threshold Target Maximum Threshold Torget Maximum — All All Other Esercise (rant
Date [£3] (3} (&3] #) (#) #) Other Option  or Base Date
Stock  Awards: Price of  Fair
Awards: Numher Option Value of
Number of Awards  Stock
of Secnrities  ($/Sh) and
Shares  Under- Option
of Stock  lying Awards
or Units  Optiony (%)
) >
{a) (bj (e) (d) (e} (0 ) th) {i) {j} (k) [
Richurd 1/25/07 - $435.680 $87!1.360
I. Smith
142507 450 4,500 11,250 $413,190
1/25/07 60,000 $0182  $943500
John R. 1/25/07 - $240,000  $480,000
MceGaha
172507 210 2,100 5,250 5192822
1/25/07 16.5(K) $01.82  $259.463
{1y The amounts in columns (e), (d) and (¢) represent minimum, targel and maximum payment levels under the Annual

Incentive Plan. The actual amounts awarded are reported in colunin (g) of the Summary Compensation Table,
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(2) The amnounts in columns (f), (g} and (h) represent the minimum, target and maximum payment levels under the
Performance Unil Plan. Performance under the program is measured by Entergy’s 1otal shareholder recurn relative 1o the
101a] sharcholder returns of the companies included in the Philadelphia Utilities Index. If Entergy’s total shareholder retum
s not al least 25% of that for the Philadelphia Utilities Index, there is no payout. Subject to achievement of performance
targets, cach unit will be converted inio the cash equivalent of one share of Entergy’s common stock on the last day of the
performance period (December 31, 2009), with apprupriate adjustments (o performance metrics to rellect the separation,

(3) The amounts in column (j) represent options to purchase shares of Entergy’s common stock. The options vest one-
third on each of the first through third anniversaries ol the grant date. The options have a 10-year term from the dale of
arant.
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2007 Qutstanding Equity Awards at Fiscal Year-End

The lollowing lable summarizes unexcreised oplions, stock that has not vested and equity incentive

plan awards for cach Named Executive Officer outstanding as of the end of 2007.

Option Awards

Stock Awards

() (b) {c) (d) (&) [ty ® th) (i) 1))
Equity
Incentive
Equity Plan
Equity lucentive  Awards:
Incentive Plan Market ur
Plan Awards: Payoul
Awards: Number of  Value of
Number Number Nuinber Numiher Market  Unearned Unearned
ol of al of Shares  Value ol Shares, Shares,
Securities Securities Securilies or Unils  Shares or  Unilts or Units or
Underlying Underlying  Underlying of Stock Units aff Other Oher
Unexercised  Unexercised  Unexercised  Optien That Have  Stock Rights Rights
Oplions Oplions Uncarned  Exercise  Option Not That Have That Have That Have
#h # Options Price  Expiration  Vested  Not Vested Not Vested Not Vesied
Name Exercisable  Unexercisable (#) (%) Date {%) (%) (#) (%)
Richard J. Smith - 60,0001 $91.82  1/2572017
16.666 33,3342 36889 1/26/2016
26,666 13,3349 $69.47 172772015
63,600 - $58.60  3/02/2014
7.640 - $51.50 172572611
7.560 - $51.50  8/30r2009
7577 - £51.50 /2722010
50,000 - $44.45  W30/20H3
RO13 . $45.45  8/30/2009
16,987 - 34545 172772010
70,000 - 34169 2/4172012
39,428 - $37.00  1/25/2011
11,2507 31,344,600
15,0007 §1,792,500
John R. McGuha - 16,500 $91.82  1/25/2017
6,000 12,0007 $68.89  1/25/2016
13,333 6,667 $69.47 12772015
24,000 £58.60 30212004
20,430 $70.71 21112012
8,617 37071 142572011
1,575 $67.27 172572011
B8 $7¢.71 172272010
5250 $627,480
6,000 $717.120

1) Consists of options that vested or will vest as follows. 1/3 of the options granted vest on each of 1/25/2008, 1/25/2009 and

1/25/2010.

{2y Consists of options that vesied or will vest as follows: 1/2 of the unexercisable options vest on cach of 1/26/2008 and 1/26/2009.

(3 The remaining unexercisable cptions vested on 1/27/2008.

4 Consists of performance units bat will vest on December 31, 2009 only if, and 1 the extent that, there 15 sauslactivn of the perfor-
manee couditions deseribed under “Long-Tenn Compensation—Performance Unit Prugrant” in “Compensation Discussion and
Analysis.” The performance condilions are snbject to adjustment (o ceflect the circumstances ol our separaucu from Entergy.

(Y Consists of perlormance units tbal will vest on December 31, 2008 only if, and to the cxtent that. there is satisfaction ol the perfor-
mance conditions described under “Laong-Terrm Compensation—Performance Unit Program™ in “Conipensatiun Discussion and
Analysws.” The performance condilions are snbject to adjustment (o reflect the circumstances of our separation Irom Entergy.
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2007 Option Exercises and Stock Vested

The following Lable provides inlormation concerning each cxercise of stock options and each vesting of
stock during 2007 for cur Named Executive Officers.

Options Awards Stock Awards
Number Number of
of Value Shares Value
Shares Realized Acquired Realized
Acquired on Exercise on Vesting  on Vesting
Name on (%) #" (%)
Exercise
(#)
(a) (b (c) {(d) (e)
Richard J. Smith - $- 14,279 $1,706,626
John R. MeGaha 18.500 $1,002,016 6,452 $771,143

(1) Represents the vesting of performance units for the 2005 - 2007 perlormance peciod {payable solely in cash based on the closing
stock price of Entergy on the date of vesting) under the Performance Unit Program.



2007 Pension Benefits

The following table shows the present valuc as of December 31, 2007 of accumulated benefits payable
to each of the Named Executive Oflicers, including the number of years of service credited to each Nained
Exccutive Officer, under the retirement plans spensored by Entergy, determined using intercst rate and
mortality rate assutnplions consistent with thosc used in Entergy’s [inanctal statements. Additional information
regarding these retirement plans is included in “Compensation Discussion and Analysis™ and following this
lable,

Number Present
of Years Value of Payments
Plan Credited  Aceumulated During
Name Name Service Benefit 2007
(#) (%) ($)
(a) {b) () {d) (e)
Richard J. Smith'"’ Non-qualified Pension 31.25 $ -
Equalization Plan $2,643,400
Qualificd defined 8.313 $-
benelit plan $152,300
John R. McGaha Non-qualificd Pension 29.75 $1,540,200 $ -
Equalization Plan
Supplemental 29.75 $1,496,700 $-
Retirement Plan
Qualified delined 29.75 b -
benefit plan $650,100

(1} Mr. Smuth entered o an agreement granting 22.92 additiona] years of service under the non-qualified Pension Equalizasion Plan providing,
an additional $!,012,400 above the present value of accymulated benefit he would receive under the non-qualifizd System Executive Retiretent
Plan,

Quualified Retirement Benefits

The qualified rctirement plan is a funded defined benelil pension plan that provides benefits to most of
the non-hargaining unit employees of the Entergy companies. All Named Executive Officers are participants in
this plan. The pension plan provides a monthly benefit payable for the participant’s lifetime heginning at
age 65 and equal to 1.5% of the participant’s five-year average monthly eligible earnings times such
participant’s ycars of service. Participants are 100% vested in their benelit upon completing live years of
vesting scrvice.

Normal retireinent under the plan is age 65. Employees who lerminate employment prior to age 55
may receive a reduced deferred vested retirement benefit payable as carly as age 55 that is acuanally
equivalent (o the normal retirement benefit {i.e., reduced by 7% per ycar for the first five years preceding
age 63, and reduced by 6% for each additional year thereafter). Employees who arc at least age 55 with
10 years of vesting service upon termination from employment are enlitled to a subsidized early retirement
benefit beginning as early as age 55. The subsidized early retirement benefit is equal to the normal retirtement
bencelit reduced by 2% per year for cach year that early retirement precedes age 65.

Nonqualified Retirement Benefits

The Named Exccutive Officers arc eligible (o participate in certain nonqualified retireinent benefir
plans that provide retirement income, including the Pension Equalization Plan (PEP), the Supplemental
Retirement Plan {SRP) and the System Exceutive Retirement Plan (SERP). Each of these plans is an unfunded
nongualificé defined benefit pension plan that provides benefits to certain key management cmployees. In
these plans, as described below and in “Compensation Discussion and Analysis,” an executive is typcally
enrolled in one or more plans but only paid the amount due under the plan (or combination ol plans) that
provides the highest benefit; in the case of Mr. McGuha (as explained below, the only Named Executive
Officer whe participates in the SRP), the combined benefits under the PEP and SRP will be paid unless the
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SERP benefil is greater (which is not presently the case), in which case the SERP benelit would be paid, In
general, upon disabilily, participants in the PEF, Supplemental Retirement Plan and SERP remain ¢ligible lor
continued service eredits until recovery or retirement. Generally, spouses of participants who die before
commencement of benefits are eligible for a portion of the participant’s accrued benefi,

The PEP

All of the Named Executive Olficers are participants in the PEP. The henefit provisiens are
substantially the same as the qualified retirement plan but provide (wo additional benefits: (a) “restorative
bencfits” intended to offset limitations on certain earnings that may be eonsidered in conncctior with the
qualificd retirement plan and (b) supplemental credited service (if granted (o an individual participant). The
benelits under this plan are offset by bencfits payable from the qualified retirement plan and may be offsel by
prior employer benefits. Participants may elect to receive their PEP benefit in the form of a moathly amuity
or an actuarially equivalent lvmp sum payment. The PEP bencfil attributable to supplemental credited service
is not vested until age 65. Subject to the approval of the Entergy employcer (which approval is deemed given
following a change in control of Entergy), an employee who terminates employment prior to age 65 may be
vested in his or her benefit, with payment of the benelit beginning as carly as age 55. Benelits payable prior
te age 65 are subjeet to the same reductions as qualified plan benefits.

The SRP

Mr. McGaha is the only Named Execulive Officer who is currently in the SRP. The SRP provides that,
under certain circumslances, a participant may receive a monthly retirement benefit payment for 120 months
or clect a lump sum payment. The SRP benefil is not vested until age 65. Subjeet to the approval of the
Entergy employer (which approval is decmed given following a ehange in control of Entergy), an employec
wha terminatcs employment prior Lo age 65 may be vested in his or her benefit, with payment of the bencfit
beginning as early as age 55. Benefits payable prior (0 age 65 may be subject to certain reductions if the
participant has Icss than 10 years of service, Mr, McGaha has autained age 55 and has more than 10 years of
service under the SRP, and he is eligible for a lump-sum distribution under the SRP.

The SERP

All Named Executive Officers arc participants in the SERP. The SERP provides a monthly beacfit
payable for the employees® lifetime beginning at age 63, as further described in “Compensation Discussion
and Analysis.” The SERP benefit is not vested until age 65. Subject to the approval of the Entergy employer,
an employce who terminates his or her employment prior to age 65 may be vested in the SERP benchit, with
payment of the benefil beginning as early as age 55. Benelits payable prior to age 65 arc subject to the same
reductions as qualified plan benefits. Further, in the event of a change in control, participants in the SERP are
also eligible [or subsidized early retirement as early as age 55 even if they do nol currently mect the age or
service requirements for carly retirement under thal plan or have company permission to separate froin
employment. '

Additional Information

Please see “Compensation Discussion and Analysis™ for additional description of the material terms
and conditions of payments and benefits available under the Entergy retircinent plans. For a discussion of the
relevant assumptions used in valuing these liabilities, see Note 11 o the Financial Statements in Entergy’s
Form 10-K for the year ended December 31, 20607,

2007 Nonqualified Delerred Compensation

The lollowing table provides information regarding the Executive Deferred Compensation Plan
{(EDCP), the Amended and Restated 1998 Equity Ownership Plan of Entergy Corporation and Subsidiaries
{EOP) and the 2007 Equity Ownership and Long Term Cash Incentive Plan ol Entergy Corporation and
Subsidiaries (2007 Equity Plan), which arc plans of Entergy that allow for the deferral of compensalion for
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our Named Execulive Officers. Please see “Compensation Discussion and Analysis™ for additional information
about the deferral opportunities under these plans.

All deferrals are credited to the applicable Entergy employer’s non-funded liability account. Depending
on the paymenl deferred, the participating Named Executive Officers may elect investmend in cither phantom
Entergy commaon stock or one or more of several investment options under the Savings Plan. Within
limitations of Lhe program, participating Named Executive Officers may move funds from one deemed
investment option to another. The participating Named Executive Officers do not have the ability to withdraw
funds from the deemed investment accounts except within the terms provided in their deferral efections.
Within the limitations prescribed by law as well as the program, participating Named Exccutive Officers have
the option (o make a successive deferral of these funds. Assuming a Named Exccutive Officer does not elect a
successive deferral, the Entergy cmployer of the participant is obligated to pay the amount credited to the
participant’s account al the conclusion of his or her deferral. These payments are paid out of the general assels
of the employer and are payable, in the case of the EOP and 2007 Equity Plan, in a lump sum, and in the casc
of the EDCP, in a lump sum or installments over not more than five ycars.

FICA and Mcdicare taxcs are paid on all deferred amounts prior Lo their deferral. Applicable federal
and state income laxes are paid at (he conclusion of their deferral. Employees are not cligible for a “match™ of
amounts that are deferred by them pursuant 1o the deferred compensation programs. With the cxception of
allowing for the deferral of (ederal and state income taxes, Entergy provides no additional benefit to the
Named Executive Officers in connection with amounts deferred under the deferred compensation plans,
Deferred amounts are deemed eredited with earnings or losscs based on the rate of return of deemed
investment options (under the EDCP) or Entergy common stock (under the EQP and 2007 Equity Plan).

Executive Registrant Agpregate
Contributions Contributions  Aggrepate Agpregate Balance at
in in Earnings in  Withdrawals/ December 31,

Name 2007 2007 2007 Distributions 2007

&) % 3} ($) %

(a) M (c) (d) (e) th
Richard J. Sinith $359,450'" $ 51,735,408 $(579,053) $8,768.192
John R. McGaha 3- $- $481,518 ($1,098,250) $3.014,343

{17 Amounts In this column are included in column (g) for Mr. Smith in the 2007 Summary Compensation Table.

(2) Amounts in this column are not included im the Summary Compensation Table.

Potential Payments upon Termination or Change in Control

Excepl as described below, there are no written agreements or plans applicable to any of our Named
Executive Officers that would provide compensation in the event of a termination of employment or change in
conlrol. We have not yvet determined what, if any, written agrcements or plans will provide severance or
change in control protections [ollowing the separation. However, we expect that any such agreements or plans
that we adopt will be substantially similar to the agreements and plans of Entergy in effect prior to the
distribution as described below,

Estimated Payments

The tables below reflect the amount of compensation each Named Exccutive Officer would have reccived
upon the occurrence of the specified scparation triggering events, under existing arrangements with Entergy,
assuming that the separation was cffective on December 31, 2007, (he last busincss day of Entergy’s last fiscal

year, and that the applicable Entergy stock price is $119.52, which was the closing market pricc on such date.
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Richard J. Smith — Chief Executive Offtcer

The following table shows eertain payments and benefits, exeluding vested or carmned awards and
benefits, which Mr. Smith would have been entitled to reccive as a result of a termination of his employment
under various scenarios as of December 31, 2007:

Termination Termination
Renehity and for Gaod Related to a
Payments Upun Yolnnlary For Reason or Change in Change in
Termination Resignation  Cause  Nof for Cause  Retirement™ Drisability Death Control™ Cuntrul
Severance Payment'? - - - - - - §3,163.659
Performance Units:
2006-2008 - - - 478,080 $478,080 - $717,120
Perfomance Unit
Program
2007-2009 - — - $179,280 $179,280 $537.840 3537540
Perfonnance Unit
Program
Unvested Stock — L0706 81,662,000 51662000  $4.017.067
Optionst™
Medical and Dental — -- - - - 534,332
Benefin'™
280G Tax Gross-up - e e - - §2945,124

(1) In addition to the payments and benefus in the table, Mr. Smith alse would have been enlitled to receive his vested pensien benefils.
For a description of the pension benefits available to Named Executive Oflicers, see 2007 Pension Benefits.” In the event of a tennination
related o a change in control, pursuant to the terms ol the Pension Equalization Plan, Mr, Smith would be eligible for subsidized carly
redirement even il he does not have company permission 1o separate from employment. If Mr. Smith’s employment were terminated for
cause, he would not receive a benefit under the Pension Equalization Plan.

(2) Inthe evern of a termination related to a change io contral, Mr. Smith would be entitled o receive pursuant 1e the System Executive
Continuity Plan o lump sum severance payment equal w 2,99 times the sum of his base salary plus annual incentive, calculated at larget
opportunrty.

(3) 1n the event of a termination related 10 a change in ecntrol, Mx Smith would be entitled te receive parsuant e the System Exeeulive
Continuity Plan o lump sum payment relating to his performance units. The paymient is calculated ws if all performance goals relating (o
the performance units were achieved at 1arget level. For purposes of the table. the valuc of My, Smith's awards were calculated as Tolluws:

2006 - 2008 Plan - 6,000 performance units at larget, assuriing a stock price of $119.52; and
2007 - 2009 Plan — 4,500 performance units a1 larget, assuming a stock price of $11%.52.

With respect 1o death or disability, the award is pro-ruted based on the number of months of participation 1o each Performance Unit
Program perfarmance ¢ycle. The amount of the award is based on actual performance achieved, with u stock price set as of the end of the
performance perind. and payable iu the forw of a lump sum afier the completion af the performance period.

(4) In the event of disability or a tennination relaled to a change in control, all of Mr, Smuth’s unvested stock options would immediately

vest. In addidon, he would be enuiled 10 exercise his stock options for (he remainder of the 10-year werm extending [rom the grant dale of
the oprions. For purposes ol this table, we assumed that Mr. Smith exercised his options immediately upon vesting and received proceeds

equal 1o the diflerence between the closing price of commou stock on December 31, 2007, and the eaercise price of each oplion share.

(5) Pursuant to the System Executive Continuity Plan, in the event of 4 termination related 1o a change in control, Mr. Smith would be
cligible 10 receive subsidized medical and dentai benefils for a periad of 36 months,

(6) As of December 31, 2007, comnpensation and benefits available 1o Mr. Smith under this scenario are substantially the sume as
avatlable with a voluntary resignatian.

(7} Under the 2007 Equity Ownership Plan (applicable © granis of equity awards made alter January 1, 2007), in the event of u plan
participant’s death, all unvested stock options would become inmedialely exercisable.

(8) Under the 2007 Equity Ownership Plan, plan participants are entitled to receive an acceleration of certain benefits based solely upon i
change in control withou regard to whether their employment is terminated as a resvil of a change in vontrol. The accelerated benefits in
the vvenl of a change in control are as follows:

+ Al unvested stock options would become immediately exercisable; and

+  All parformance units become vested (based on the assurption that all performance geals were achieved ar target).
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John McGaha — Chief Operaring Gfficer

The following t1able shows certain payments and benclits, excluding vested or earncd awards and
benefits, which Mr. McGaha would hayc been cntitled to receive as a result of a termination of his
employment under various scenarios as of December 31, 2007:

Terminatinn Termination
Benefits and for Good Related to a
Paymcents Upon Voluntary For Reason or Change in Change in
Termination'" Resignation  Cause  Not for Cause  Retirement'™  Disubility Death Control™ Cuntrol
Severance leymemm i - - - - - - - $1,280.,000
Performance Units:”’
2006-2008 - e §191,232 $191.232 $286.848
Perforinance Unit
Program
2007-2009 - - -e- $83,664 $R3.664 5250992 $250,992
Performance Unit
Program
Unvested Stock Options™! - .- - —  $1,398.293 5457050 8457050 $1.398,203
Medical and Dental — - - - - . $23,028
Bencfits'™
280G Tax Gross-up - e

(1) In addition te the payments and benefits in the 1ahie, Mr. McGaha also would have been entitled to receive his vested pension bencfits,
For a description of the pensien benefits available to Named Gxecutive Officers, see “2007 Pension Benelits.” If Mr. McGaha's employ-
ment were terminaled under certain conditions celating to a change in eontrol, he would also be eligible [or early retirement benefits,
which are described in “2007 Pension Benefits.” If Mr. McGaha’s employment were tenmninated for cause, be would forfeit his Sysiem
Caecutive Relirement Plan and other supplemental benefits.

(2) In the event of a rermination related to a change in control, My, McGaha would be entitled o receive pursuant to the System Executive
Continuity Plan a lunp suin severance payment equal L two times his base salury plus annual incentive, calculated al targes oppoeriunity.

(3) In the evem of a termmnasion related 10 a change in control, Mr. MeGaha would have been entiled w receive pursuant (o the System Execu-
tive Contnuity Plan a lump sum payment relating o his performance units, The payment is calculated as il all performance goals relating 1o the
perfirmance unit were achieved al target level. Tor purposes of the 1able, the value of Mr. McGaha's awards have been caleulined as Tollows:

N6 - 2008 Plan - 2,400 performance units at largel, assuming a stock price of $119.32; and
2007 - 2009 Plan - 2,300 pedormance units at target, assuming a stock price nf $119.52,

For scenarios other than a 1ermination related to 4 change in control, the award is not enhanced or accelcrated by the termination event
With respect (0 death or disability, the award is pro-raled based on the number of momhs of participation in each Performance Unit
Program performance cycle. The amount of the award iy based on actual performance achieved, with o stock price sct as of the end ol the
performance period, and payable in the form of a lump sum afier the completion of the performance period.

(4) In the event of disability or a termination related t a change in control. all of Mr, McGaha's unvested stock options would
immediately vest. In addition, he would be entitled 1o exercise his stock options lor the remainder of the ten-year term extending from the
grant date of the options. For purposes of this table, it is assumed that Mr. McGaha exercised his oplions inmiediately upon vesting and
received proceeds equal to the difterence hetween the closing price of common stock on December 31, 2007, and the applicable exercise
price of each option share.

(5) Pursuant to the System Executive Continuity Plan, in the eveot of a termination related Lo a change in contrel, Mr. McGaha would be
cligihle 1o receive subsidized edical and dentai benefits for a period of 24 menths.

(6 As ol December 3[, 2007, compensation and benefits available ro Mr. McGaha under this scenario are subsiantially the same as
avaulable with a voluntary resignation,

(7) Under the 2007 Equity Ownership Plan {(upplicable (o grants of equily awards made after January 1, 2007), in the event of a plun
participant’s dearh, all unvested stock options would hecome immediately exercisable.

(8) Under the 2007 Equity Ownership Plan, plan parucipants are eutitled to receive an acceleration of certam benefits based selely upea a
change of control without cegard to whether their employmeat is terminated as a result of a chaage of control, The accelerated benefits in
the cvent of u change in conlrol are 4y {ollows:

+ Al unvested slock options would become immediately exercisable; and

* All performance wnits become vested (based on the assumptinn that all performance goals were achicved at target).
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In the following scctions, additional information is provided regarding certain of the scenarios
deseribed in the tables above:

Termination Related to a Change in Controi

Under the System Exeeutive Continuity Plan, the Named Executive Officers will be entitled to the
benelits described in the tables above in the event of a rermination related to a change in control if their
employment is terminated other than [or cause or if they terminate their employment for good reason, in each
casc within a period commencing 90 days prior to and ending 24 months lollowing a change in control.

A change 1n control includes the following events:

The purchase of 25% or more of either the common stock or the combined voting power of the
voting securities of Entergy;

the merger or consolidalion of Entergy (unless Entergy’s board members constitute at Jeast a
majority of the board members of the surviving entity);

the liguidation, dissolution or sale of all or substantially all of Entergy’s asscts; or

a chunge in the composition of Entergy’s board such that, during any two-ycar period, the
individuals serving al the beginning of the period no longer constitute a majority of Entergy’s board
at the end of the period.

The proposed separation does not constitute a “Change in Control” for purposes of the System
Executive Continuity Plan,

Entergy may lerminate a Named Exccutive Officer’s employment for cause under the System Executive
Continuity Plan if he:

fails to substantially perform his duties for a period of 30 days after receiving notice frem the
Enlergy board;

cngages in conduct that is injurious to Entergy or any of its subsidiaries;,

is convicted of or plcads guilty to a fclony or other crime that materially and adversely affects his
ability to perform his or her dutics or Entergy’s reputation;

violates any agreement with Entergy or any of its subsidiaries; or

discloses any of Enlergy’s confidential information without authorization.

A Named Executive Officer may terminate employment with Entergy for good rcason under the System
Executive Continuity Plan if, without the Namcd Executive Officer’s consent:

Lthe natare or status of his duties and responsibilitics is substantially altered or reduced compared to
the period prior to the change in control;

his salary is reduced by 5% or more;

he is required to be based outside of the continental United Statcs at somewhere other than the
primary work location pricr to the change in control;

any of his compensation plans arc discontinued without an equitable replacement;
his benelits or number of vacation days arc substantially reduced; or

his employment is purported to be terminated other than in accordance with the System Executive
Continuity Plan.

In addition 1o participation in the System Exceutive Continuity Plan, upon the completion of a
transaction resulting in a change in control of Entergy, benclits already accrued under the Systern Executive
Retirement Plan, Pension Equalization Plan and Suppiemental Retirement Plan, if any, will become fully
vested if the excculive is involuntarily terminated without cause or terminates employmen! for good reason.
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Any awards granted under the 2007 Equity Ownership Plan will become Tully vesied upon a change in control
without regard to whether the executive is involuntarily tenninated without cause or terminates cinploymens
for good reason.

Uunder certain cireumstances, the payments and bencfits received by a Named Executive Officer
pursuant to the System Executive Continuity Plan may be forfeited and, in certain cases, subject to repayment.
Benelits arc no longer payable under the System Exccutive Continuity Plan, and wnvested performance units
under the Performance Unit Program arc subjecl (o forfeiture, if Lthe executive:

* accepis employment with Entergy or any of its subsidiaries;

» elcets to receive the bencfits of another severance or separation program;

* removcs, copies or fails (o return any property belonging to Entergy or any of its subsidiaries;
* discloses non-public data or infermation eoncerning Enlergy or any of its subsidiarics; or

« violates his non-competition provision, which generally runs for two years bul extends to three
years il pennissible under applicable Jaw,

Furthermore, if Lthe executive discloses non-public data or information concerning Entergy or any of its
subsidiaries or violates their non-competition provision, he will be required 10 rcpay any benefits previously
received under the System Execulive Continuity Plan.

Termination for Cause

IT a Namcd Executive Qificer’s employment is terminated for “cause” (as defined in the System
Exccutive Continuity Plans and desctibed above under “Termination Related to a Change in Control™), he is
generally cntitled Lo the same compensation and scparation benefits described below under “Voluntary
Resignation,”

Voluntary Resignation

If a Named Executive Officer voluntarily rcsigns, he is entitled to all acerued benclits and compensa-
tion as of the resignation date, including qualified pension bencfits (il any) and other post-employment benelils
on terms consistent with those generally availahle to other salaried employees. In the case of voluntary
resignation, the officer would forfeit all unvested stock options and restricted units as well as any perquisites
to which he is entitled as an officer. In addition, the officer would forfeit, except as described below, his right
to rcceive incentive payments under the Performance Unit Program or the Annual Incentive Plan. If the officer
resigns after the completion of an Annual Incentive Plan or Performance Unit Program performance period. he
could receive a payout under the Performance Unit Program based on the outcome of the performance cycle
and could, at Enicrgy’s discretion, receive an annual incentive payment under the Annual Incentive Plan. Any
vested stock options held by the officer as of the separation date will cxpire the earlier of ten years fromn date
ol grant or 90 days [rom the last day of active employment.

Retirement

Under Entergy’s retirement plans, a Named Executive Oftficer’s eligibility for retirement benefits is
based on a combination of age and ycars of service. Normal retirement is defined as age 65. Early retirement
is defined under the qualificd retirement plan as minimum age 55 with 10 years of service and in the case of
the System Executive Retirement Plan, Supplemental Retirement Plan and the supplemental credited service
under the Pension Equalization Plan, the consent of the employer.

Upon a Named Executive Otficer’s reurement, he is generally entitled to all accrued benefits and
compensation as of the retirement date, including gualilied pension benefits and other post-employment
benelits consistent with those generally available fo salaried employees. The annuul incentive payment under
the Annual Ircentive Plan is pro-rated bascd on the actual number of days cmployed during the perfonmance
year in which the retirement date occurs. Similarly, payments under the Performance Unit Program are pro-
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rated based on the actual number of days employed, in each ouistanding performance cycle, in which the
retireincent date occurs. In cach case, puyments arc delivered at the conclusion of each annual or perlormance
cycle, consistent with the timing of payments to active participants in the Annual Incentive Plan and the
Performance Unit Program, respectively.

Unvested stock oplions issued under the 2007 Equity Ownership Plan vest on the retirement date and
expire ten ycars from the grant date of the options. Any restricted units held (other than those issued under the
Performance Unit Program) by the ¢cxecutive upon his retirement arc [orfeitcd, and perquisites (other than
short-term financial counseling services) are not availahle following the retirement date.

Disability

If a Named Exccutive Offieer’s employment is terininated duc to disability, he generally is entitled to
the same compensation and scparation benefits described above under “Retirement,” except that restricted units
may be subject to specific disability benefits (as noted, where applicable, in the tables above).

Death

If a Named Executive Officer dies while actively employed, he gencrally 1s entitled to the same
compensation and scparation benefits described above under “Retirement,” except that:

+ all unvested stock optiens granted prior to January |, 2007 are forfeited;

+ vested stock oplions will expire the earlier of ten years from the grant dale or three years following
the executive’s death: and

= restricled units may be subject (o specifie death benefits (as noted, where applicahle, in the tables above).

Non-Employee Director Compensation

Our Director Compensation Following the Distribution

We huave not yet established arrangements to compensate our direciors for their services 1o us following
the distribution. However, we expect initially to establish arrangements that are similar to those in place for
direclors serving on the Entergy board. Sct out below is a discussion of the compensation arrangements that
were in place for non-employee Entergy directors for 2007.

Eutergy Director Compensation for 2007

Entergy uscs a combination of cash and stock-based incentive compensation to attract and retain
qualified candidates to scrve on the hoard of Entergy. Tn setting director compensation, Entergy considers the
signilicant amount of time that directors expend in fylfilling their dutics to Entergy as well as the skill-level
required by Entergy of members of the Entergy board.

Cash Compensation

Each non-employce director receives a quarterly cash retainer equal o the value of 75 shares of
Entergy common stock. In addition to receiving a quarterly cash retainer, each non-employee director receives
a cash fee for awtending Beard and committee meetings as follows:

Meeting Fee
Board Meetings $1,500
Commiltee Meetings /" $1,000
(ir conjunction with Board meetings)

Committee Mectings " $2,000

(different location from Board and other committec mectings)
Telephone Meetings One-half of applicable fees



(1} If a dircewr attends a meeting of 2 commiltee an which that direclor does mt serve as a member, he or she receives one-hall of the
applivahle fees ol an aucnding member,

Finally, the presiding director receives an annual eash retainer of $13,000, and each of the chairs of the
Audit Commirtee and Nuclear Committee receives an annual cash retainer fee of $10,000. Each of the chairs
of the Personnel Commitlee. Corporate Governance Commillee and Finance Committee receives an annual
cash retainer of $5,000.

Equity-Based Compensation

All non-cmployce directors receive lwo types of cquily-based compensation grants; common slock and
phantom units (which arc the economic cquivalent of onc share of Entergy common stock).

Common Stock. Each non-employee director receives a quarterly grunt of 150 shares of Enlergy common
stock. Directors may defer receipt of these shares subject to certain conditions. Deferred shares accrue
dividend equivalents un(il the shares are reccived.

Phantom Units. Under (he Service Recognition Program for Qutside Dircctors, nen-employee directors arc
crediled with 800 phantom units representing shares of Entergy commen stock for each year of service on the
board. After five years, the director’s rights in the phaniom units vest and he or she beeomes cnlitled 1o
receive, upon the conelusion of his or her service on the board, the cash equivalent for each vested unit of one
share of Entergy common stock on the date of the director’s retirement or separation from the board. Phantom
units accumulate dividend equivalents. In the event of a change in control (as defined in the plan, which
dcfinition excludes the separation) and the termination of the director’s scrvice, the phantom units vest and
become immediately payable.

Other Benefits

Non-employce directors receive $1,500 for participation in director cducation programs, direclor
orientation or business sessions, inspection trips or conferences not held on the same day as a board meeting.
Enlergy reimburses non-¢mployee direclors for their expenses in attending board and committee meetings,
director education programs and other board-related activities. Entergy also purchases director and olficer
liability insurance, life insurance, accidental death and disability insurance and aircraft accident insurance for
its non-employce directors. In addition, each non-employee director may receive at Entergy’s expensc an
annual physical.

Director Compensation for 2007

The following table sets forth information concerning the compensation for 2007 awarded by Enmgrgy
to individuals who were non-cmployee dircetors of Entergy during 2007 and who will be our dircctors at the
time of the separation,

Name Fees Stock Awards Option 1 All Qther Total

Earned ($) Awards | Compensation %)

or Paid %) t]

in Cash

$
(a) (b) () (d) (g) (h)
Excluding With

Stock Retirement Retirement Retirement]
Grants Accruoals Accruals Accruals




SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table provides information with respect o the expected beneficial ownership of our
common stock by (1) each of our shareholders who we believe will be a beneficial owner of more than 5% of
our outslanding common stock, (1t} each of the persons nominaied (o serve as our dircetors, (iti) each officer
named in the Summary Compensation Table, and (iv) all of our cxecutive officers and director nominces as a
group. We based the share amounts on each person’s beneficial ownership of Entergy common stock as of
May 8, 2008, unless we indicale some other basis for the share amounts and assuming a distribution ratio of
one share of our common stock lor each share of Entergy common slock.

Excepl as otherwise noted in the footnotes below, cach person or endity identified below has sole voting and
investment power wilh respect 10 such securities. Following the distribution. we will have outstanding an aggregate
of approximately  million shares of common stock, based upon approximately  shares of Entergy common
stock outstanding on , excluding reasury shares and assuming no cxcrcise of Entergy options, and applying the
distribution ratio of shares of our coimmon stock for each share of Entergy common stock held as of the
record date.

To the extent our directors and officers own Entergy common stock at the time of the separation, they
will participate in the distribution on the same terms as other holders of Entergy common slock.

# of Shares

Name of Beneficial Owner to be Owned % of Class
3% Shareholders:

Barrow, Hanley. Mewhinncy & Strauss, Inc.'V 10,723,669 55

Capital World Investors™ 16,922,600 5.6

FMR LLC'® 12,026,829 62

Directors and Executive Officers:

Richard Smitht™' 427,070 *
John R. McGaha'” 114,383 *
All directors and executive officers as a group ( persons)

* The number of sharex of Entergy Corparation common stock owned by each individual and by all directors and cxccutive officers as a
group does not exceed 1% ol the vwstanding Entergy Corporation common stock.

(1) Based on o Schedule 13G filed with the SEC on February 13, 2008, Barrow, Hoanley, Mewhinney & Strauss, Inc. has indicated that it
has sole voting power over 3,577,984 shares, shared voling power with respect to 7,145,685 shares and sole power to dispose or direct the
disposition over 10,723,669 shares. The address for Barrow, Hanley. Mewhinney & Strauss, Inc. is One McKinney Plaza, 3232 McKinney
Avenue, 15th Floor, Dallas, Texas 75204-2429.

(2) Based on u Schedule 13G filed with the SEC on February 11, 2008. Capital Warld Investors. a division of Capital Research and
Management Company, has indicated that it has sole power (o dispose or direct the dispasition aver 10,922,600 shares. The address (or
Capital World Investors is 333 South Hope Street. Los Angeles, California 90071,

(3) Based on a Schedule 13G/A fited with the SEC on February 14, 2008, FMR LLC has indicated that it has sole voting power over
481,790 shares and sole power to dispose or direct the dispesition over 12,026,829 shares. The address for FMR LLC is 82 Devonshire
Street, Bosion, Massachasetts 02109,

(4) Includes the following: Mr. McGaha, 7,006 shares, 92,940 shares underlying oplions exercisable within 60 days, and 14,337 shares
underlying phantom units, Mr. Smith, 7,620 shares, 364,137 shares anderlying options exercisable wilhin 60 days, and 55,313 shares underly-
ing phantom units. Each execulive holds the phantwom units under the defined conlribution restoration plan and the defeiral previsions of the
Equity Qwnership Plan, These units will be paid out in either Entergy Corporation common stack of cash equivaient to the value of one share
ot Entergy Corporation common slock per unit on the date of payour. including accrued dividends. The deferral period is derermined by the
individual and is at lcast two years from the awand ol the bonus. For directors of Entergy Corporaton, the phantom unils are issued under the
Service Recagnition Program for Outside Directars, All non-employee directors are credited with units for each year of service on the board,



CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

The Distribution from Entergy

The distribution will be accomplished by Entergy distributing all of its sharcs of our common stock Lo
holders ol Entergy common stock entitled to such distribution, as described in the section entitled “The
Separation.” Completion of the distribution will be subject to satisfaclion or waiver by Entergy of the
conditions to the separation and distribution described below.

Agreements with Entergy

We will enter into the Separation and Distribution Agrecment and several other agreements with
Emtergy or EquaGen to effect the separation and provide a framework for our relationships with Entcrgy,
Entergy’s other businesses and EquaGen after the scparation. These agreements will govemn the relationship
among us, EquaGen, Entergy and Entergy’s other businesses subsequent to the completion of the separation,
and provide for the allocation among us, EquaGen, Entergy and Entergy’s other busincsses ol the assets,
liabilities and obligations (including employee benelits and tax-related assets and Jiabilities) relating (o the
non-utility nuclear business altributable to periods prior to, at and after our scparation from Entergy. In
addition Lo the Separation and Distribution Agreement (which contains many ol the key provisions related 1o
our separation from Entergy and the distribution of our shares of common stock to Entergy shareholders),
these agreements include:

» Joint Venture Agreements;
* Qperating Agreements with Entergy Nuclear Operations;

* Shared Services Agreements between EquaGen and each of Entergy Services, Inc. and Entcrgy
Operations. Inc.;

+ Corporate Services Agrecment betwecn Entergy Serviees. [nc. and EquaGen;
« Transition Services Agreement;

¢ Tax Sharing Agrecment; and

» Employee Matters Agreement,

The agreements described below and the summaries of each of these agreements sei forth the terms of
the agreements that we believe are material. These summaries are qualified by the full text of the applicable
agrecments. The lerms of the agreements described below that will be in effect following our separalion have
not yet been finalized; changes, some of which may be material, may be madc prior to our separation from
Enlerpy.

Separation Costs

Entergy expects (o incur pre-tax separation costs of approximately 3 million of which approximately
3 million will be allocated to us in the separation or ineurred by us after the separation. Over the [2 months
following the scparation. the portion of these pre-tax eosts incurred by us is expected to be approximately §
tc 3 nillion. Certair of the separation costs, primarily costs for the development of new information
systems, arc expected to be capitalized.

The expected costs include:

= fees lor professional services, including financial advisors, legal, accounting and other business
consullants;

» costs for branding (he new company. replacing signage and investor and other stakeholder
communieations; and

« costs related to the incurrence of debt to be paid to or exchanged by Entergy.
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Separation and Distribution Agreement

The following discussion summarizes the aterial provisions of the Separation and Distribution
Agreement. The Separation and Distribution Agreement will set forth our agreements with Entergy regarding
the principal transactions necessary to separate us from Entergy. It will also sec forth other agreements that
govern certain aspeets of our relationships with Entergy after the completion of the separation. We intend to
enter into the Separation and Distribution Agreement immediately betore the record date for the distribution of
our shares of common stock to Entergy sharcholders, and the Separation and Distribution Agreement will
become effective upon such distributios.

Transfer of Assets and Assumption of Liabilities

The Separation and Distribution Agreement will identify assets to he transferred, liabilities to be
assumed and contracts to be assigned to each ol us and Entergy as part of the separation of Entergy into two
companies. and it will describe when and how these transfers, assumptions and assignments will occur., In
particular, the Separation and Distribution Agreement will provide that, subject te the terms and conditions
contained in the Scparation and Distribution Agreement:

* all of the assets and liabilitics (including whether accrued, contingent or otherwise) primarily related
1o our busincss (the business and operations of Entergy’s non-utility nuclear business) will be
retained by or transferred to us or one of our subsidiaries;

* alf of the assets and liabilitics (including whether accrued, contingent or otherwise) primurily related
to the business and operations of Entergy’s regulated utility business will be retained by Entergy,

» liabilities (including whether accrucd, contingent or otherwise) related o, arising out of or resulting
from businesses of Entergy that were previously terminated or divested will be allocated ammong the
parlies to the cxtent formerly owned or managed by or associated with such parties or their
respective businesses;

» cuach party or one of its subsidiarics will ussume or retain any liabilities (including under applicable
federal and stale securities laws) relating to, arising out of or resulting from any registration
statement or similar disclosure document which olfers for sale any security after the separation;

» cach purty or one of its subsidiaries will assume or refain any liabilities (including under applicable
federal and state securities laws) relating to, arising cut of or resulting from any registration
statement or similar disclosure document which offers for sale any security prior (o the separution
to the extent such habilities arise out of, or result from, matters related to busincsses, operations,
assets or liabilitics allocated to the party in the separation;

» Entergy will assume ot retain any liability rclating to, arising out of or resulting from any
registration statement or simifar disclosure document related 10 the separation (including the Form 10
and this information statement), but only 1o the extent such liability derives from a material
misslatemcnl or omission contuined in the scctions entitled “The Separation” and “Certain Relation-
ships and Related Party Transactions — Agreements with Entergy™ and the section entitled
“Summary” only 10 the exient it is summarizing the preceding sections; we will assume or retain
any other liability relating 1o, arising out of or resulting from any registration statcment or similar
disclosure document related to the separation;

« each party or onc ol its subsidiaries will assume or retain any liabilitics relating to, arising out of or
resulting from any of s or its subsidiaries” or controlled affiliatcs’ indebiedness (including debt
sccurities and assct-backed debt), regardleys of the issuer of such indebtedness, exclusively relating
10 its business or secured exelusively by ils assets;

* each party or onc of its subsidiaries will assume or retain an¥ liabilitics relating to, arising oul of or
resulting from any guarantces exclusively relating to its business or securcd exclusively by its
assels;
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* except as otherwise provided in the Separation and Distribution Agreement or any ancillary
agrcement, other than the costs and expenses relaling to legal counsel, tinancial advisors and
accounting advisory work incurred prior to the separation, we will be responsible for any costs or
expenses we incur in conncction with the separation;

* cxcept as otherwise provided in the Separation and Distribution Agreement or any ancillary
agreement, Entergy will be responsible for any costs or expenses it incurs in connection with the
separation and the costs and cxpenses relating to legal eounsel, financial advisors and accounting
advisory work related to the separation.

Except as may expressly be set forth in the Separation and Distribution Agreement or any ancillary
agreement, all assets will be transferred on an “as is,” “where is” basis and the respective transferees will bear
the economic and legal risks that (i) any conveyance will prove to be insuffieient 1o vest in the transferee good
title, frec and clear of any security interest, and (ii) any neeessary consents or governmental approvals are not
obtained or that any requirerments of laws or judgments are not complied with.

Information in this information statement with respect to the assets and liabilities of the parties
following Lhe separation is presented based on the allocation of such assets and liabilities pursuant to the
Separation and Distribution Agreement., unless the contexl otherwise requires. Certain of the liabilities and
obligations o be assumed by one party or for which one party will have an indemnification obligalion under
the Separation and Distribution Agreement and the other agreemenis relating (o the separation are, and
following the separation may continue to be, the legal or contractual liabilities or obligations of another party.
Each such party thal continues lo be subject to such Jega) or contraetual liability or obligation will rely on the
applicable party that assumed the liability or obligation or the applicable party that undertook an indemnifica-
tion obligation with respect (o the liability or obligation, as applicable, under the Separation and Distribution
Agreement to satisfy the performance and payment obligations or indemnification obligations with respect to
such lcgal or contractual Tiability or obligation.

Future Claims

The Separation and Distribution Agreement will provide for the formation of a contingent claim
commitiee, which will have the responsibility Tor deterninining whether any newly discovered asset or liability
is an assel or liability of Entergy or us, or is an unallocated asset or unallocaled liability. The contingent claim
eommiliee will be comprised of one representative cach from Entergy and Enexus Encrgy. Resolution of a
matter submitted to the contingent claim eommittec will require the unanimous approval of the representatives.

Intercompany Accounts

The Separation and Distribution Agreement will provide that, subject to any provisions in the
Scparation and Distribution Agreement or any ancillary agreement to the contrary and excepl for specified
intercempany accounts, prior o the separation from Entergy, intercompany accounts will be seheduled and
cither (i) repaid al closing, (ii) continue in effect post closing, or (iii) deemed satisfied prior to the effective
time of the scparation, with such salisfaction being treatcd as a distribution and a eontribution to capital for
United Statcs federal income tax purposes, ds appropriatc.

Trademarks

Except as otherwisce specitically provided in any ancillary agreement and subject to certain limitations,
the Separation and Distribution Agreement will provide that the “Entergy” name will be retained by Entergy.
From and after the separation, each of Enexus Energy and Entergy will promptly {and in any event no later
than three months {ollowing the separation) cease using the trademarks and other intellectual property
allocated to the other party.
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Releases

Except as otherwise provided in the Separation and Distribution Agreement or any ancillary agreement,
each party will release and forever discharge the other party and its respective subsidiaries and alfiliates trom
all liabilities cxisting or arising [rom any acts or events occurring or failing to occur or alleged (o have
occurred or to have lailed to occor or any conditions cxisting or alleged (o have existed on or before the
scparation Irom Entergy, The releascs will not cxtend to obligations or liabilities under any agreements
between the parties that remain in effect following the separation pursuant to the Separation and Distribution
Agreement, the Joint Venture Agreement, the Operating Agreement or any other ancillary agreement.

Indemnification

In addition, the Separation and Distribution Apreement will provide for cross-indemnitics principally
designed lo place financial responsibility for the obligations and liabilities of our business with us and
financial responsibility for the obligations and liabilitics of Entergy’s business with Entergy. Specifically, cach
party will indemnify, defend and hold harmless the other party, ity affiliates and subsidiaries and its officers.
directors, employees and agents [or any losses arising out of or otherwise in conncction with:

= the liabilities cach such party assumed or retained pursuant to the Separation and Distribution
Agrecment;

* such parly's specified percentage of unallocated liabilities; and

» any breach by such party of the Separation and Distribution Agreement.

Legal Matters

Each party to the Separation and Distribution Agreement will assume the liability for, and control of,
all pending and thrcatenced legal matiers related to its own business or assumed or rctained liabilities and will
indemnily the other parties for any liability arising out of or resulting [rom such assumed legal matters.

Each party 10 a claim will agree to cooperate in defending any claims against both partics for cvents
that took place prior to, on or after the date of the separation of such party from Entergy.

Unless otherwise specificd in the Separation and Distribution Agreement or agreed to by the parties,
Entergy will act as managing party and manage and assumc control of all legal matters related 0 any
unallocated assct or unallocated liability. The parties shall each be responsible for their respective share of all
out-of-pocket cosls and expenses related thercio.

Insurance

The Separation and Distribution Agrcement will provide for the allocation among the parties of rights
and obligations under existing insurance policics with respect (0 occurrences prior to the separation aad will
sel forth procedures for the administration of insured claims. In addition, the Separation and Distribution
Agreement will provide that as of the separation Entergy and we shall be solely responsible for our respective
programs of insurance, which shall be separate and apart from one another.

Further Assurances

To the exlent that any translers contemplated by the Separation and Distribution Agreement have nol
been consummaled on or prior to the date of the separation. the partics will agree to cooperate to effect such
rransfers as promplly as practicable following the date of the separation, In addition, each of the partics wil
agrec to cooperate with cach other and use commercially rcasonable cfforts (o take or to cause 1o be taken all
actions, and to do, or o cause to be done, all things rcasonably necessary under applicable law or contractual
obligations o consummatc and make clfective the transactions contemplated by the Scparation and Distribu-
lion Agreement and the ancillary agreements.

139



Dispute Resolution

In the cvent of any dispulc arising out of the Separation and Distribution Agreemem, the general
counsels of the parties will negotiate for a reasonable period of time 1o resolve any disputes among the parties.
If the parties ure unable to resolve disputes in this manner, the disputes will be resolved through binding
arbitration,

The Distribution

The Separalion and Distrrhution Agreement will also govern the rights and ebligations of the parties
regarding the proposed distribution. Prior to the distribution, we will disiribute (0 Entergy as a stock dividend
‘the number of shares of our common stoek distributable in the distribution. Entergy will cause its agent to
distribute to Entergy sharcholders that hold shares of Entergy common stock as of the applicable record date
all the issued and outstanding shares of our common stock.

Additionally, the Scparation and Distribution Agreement will provide thal the distribution is subject (o
scveral conditions that must be satisfied or waived by Entergy in its sole discretion. For further information
regarding our separation from Entergy, see “The Separation — Conditions to the Distribution.”

Qther Matters Governed by the Separation and Distribution Agreement

Other matters governed by the Separation and Distribution Agreement include access to financial and
other information, confidentiality, access to and provision of records and treatment of outstanding guarantces
and similar credil support.

Joint Venture Agreements
The Joint Venture

In conncction with the separation, Entergy Nuclear, Inc., carrently a wholly-owned subsidiary of
Entergy, will becomic a limited liability compuny and change its name to EquaGen LLC. We and Entergy will
each own a 50% interest in EquaGen prior to completion of the distribution ol our cotnmon stock. EquaGen is
cxpected to operate the ruclear assets owned by us, and to provide certain services to the regulated nuclear
utility operations ol Entergy and to third parties. EquaGen will allow certain nuclear operations expertise
currently in place at each of Entergy’s nuclear power plant to be accessible by both us and Entergy after the
scparation.

Joint Verture Structore

Upon conipletion af the transactions contempiated by the Joint Venture Agreements, EquaGen will own
Entergy Nuclear Operalions and TLG Services, Inc.

Joint Venture Formation

The Joint Venture Formation Agreement identifies the assets and liabilities to be assumed and contracts
to be assigned to EquaGen. In particular, the Joint Venture Formation Agreement will provide tha, subject to
the terms and conditions contained in the Joint Venture Formation Agreement:

+ all ol the asscts and liabilities (including whether accrued, comtingent or otherwisc) primarily related
to the non-utility nuclear services business will be retained by or transferred 10 EquaGen,

« EquaGen will be responsible for guarantees associated with the businesses of EquaGen, Wherc
feasible, guarantees will be novated 1o reflect any assignment and assumption; however, i not
feasible, the legally responsible party will be indemnified for such puarantee by EquaGen;

+ except as may expressly be sel forth in the Joint Venture Formalion Agreement, all assets wiil be
EEINTY

transferred on an “as is,” “where is” basis and EquaGen will bear the cconomic and legal risks that
(1) any conveyauce will prove 1o be insufficient to vest in EquaGen good title. free and clear of any
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security interest, and (i1) any necessary consents or governmental approvals are not obtained or that
any requirements of laws or judgments are not complied with; and

» except as otherwise provided in the Joinl Venture Formation Agreement, EquaGen will release and
forever discharge Entergy and Enexus Energy and their respective subsidiaries and affiliates from
all liabilities existing or arising from any acts or evenis occurring or failing to oceur or alleged to
have oceurred or to have failed to occur or any conditions existing or alleged to have existed on or
before the separation from Entergy. The releases will not extend to obligations or liabilities under
any agreements berween the partics that remain in cffect following the separation pursuant to the
Separation and Distribution Agreement, the Joint Venture Agrceents, the Shared Scrvices Agree-
menis, the Operating Agreements or any other ancillary agreement.

In addition, the Joint Venture Formation Agreement will provide for indemnification by EquaGen in
favor of Entergy and Enexus Energy and each of its respective members, directly arising in connection with
liabilities retained or assumed by EquaGen.

Composition of Board of Managers

The business and affairs of EquaGen will be managed cxclusively by a Board of Munagers, initially
consisting of six persons. Except as otherwise provided in the EquaGen LLC Limited Liahility Company
Agreement, cach member of EquaGen possesses the right (o appoint threc persons Lo the Board of Managers,
as well as the right to appoint the Chairman of the Board for alternating two year periods.

Significant Matters

Certain actions, defined as “Significant Mattcrs™, cannot be taken without the approval of two-thirds of
the votes cast by all of the managers at a meeting where a quorum is present. Examples of Significant Matters
include:

» approval of the business plan or annual budgel of EquaGen and any material amendment to the
business plan or budger;

* single cxpenditures above $15 million, as well as incurring indebtedness in excess of $1 million;
= making any distributions o members;
+ placing or permitting any licns Lo exist on the assets of EquaGen;

« approval of any contract between EquaGen (or its subsidiaries) and a member or any affiliate of any
member, and

» policies regarding finaneial securities such as swaps, options or derivatives.

If the Board of Managers fails to approve a Significant Matter at two consecutive meetings, the matter
is 1o be referred, initially, to the Chief Exccutive Offiver of cach member for resolution. If agreement is not
reached by the Chiel Executive Officers within the time limit specified in the EquaGen LLC Linited Liability
Company Agreement. the matler is to be rcsolved by mediation or, in the event that mediation is unsuccessful,
by binding arbitation.

Member Matters

Cther matters, defined as “"Member Matters”. cannot be tuken without the unanimous approval of the
members. Examples of Member Matters include:

+ the issuance of any securities of EquaGen;
* nergers, acquisitions, jomt ventures and partnerships;
* a sale or other disposition of all or substantially all of the asscts of EquaGen;

* making or permitting capital contributions to EquaGen;
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+ the vanation of any rights attached lo any securities of EquaGen, or any redemption, buy-back or
cancellution ol any issued securities; and

« any amendment to the EquaGen LLC Limited Liability Company Agrecmant.

Transfer of Membership Interests

A member may not transfer its membership intercst in EquaGen to a third party unless all members
agree. A member may transler its membership interesl to a wholly-owned subsidiary within its group or to its
parenl without the conscnt of other members. However, il the wholly-owned subsidiary purports to leave the
member’s group, the membership intercst transferred to it must be transferred “back™ to the parenl, or Lo
another wholly-owned subsidiary of the member’s group.

Exercise Event

An “Exercise Event” occurs il EquaGen is operating lour or fewer of our nuclear power plants and the
unanimous Board of EquaGen fails to exercise its right to override the automatic termination of all remaining
Operating Agreements. If all Operating Agreements are thus terminated (or if EquaGen is operating none of
our nuclear power plants), Entergy has the right (within the time limits specified in the EquaGen LLC Limited
Liability Company Agrecment) to:

» direct EquaGen to sell all of its subsidiarics carrying on the third-party business of EquaGen to
us; or

+ sell all (but not pant) of its membership interest in EquaGen to us.

The price al which we would be required (o buy such assels would be determined initially by Entergy
and us. [{ we are unable to agree on a pricc within the time limit specified in the EquaGen LLC Limited
Liability Company Agrcement, then the price wili be determined by an independent third-parly financial
advisor according to the procedures specificd in the EquaGen LLC Limited Liability Company Agreement,

Prohibition Against Solicitation of Key Employees

For two years afler EquaGen is estahiished, each member and its affiliates is prevented from soliciting,
or attermpling to solicit, a senior employee of EquaGen (o terminate his or her employment with EquaGen.
This restriction, however, is subject to exceptions set forth in the EquaGen LLC Limited Liability Company
Agreement and also does not apply to the Enrergy group in a sale of all of its mermbership interest in
EquaGen. In that case, Entergy has the right 10 solicit and make offers 1o those officers and employces ol
EquaGen, in aceordance with the provisions set forth in the BquaGen LLC Limited Liability Company
Agreement.

Similarly, lor two years after EquaGen is established, and except as otherwise provided in the EquaGen
LLC Limited Liability Company Agreement, EquaGen is prohibited from soliciting, or attempting 1o solicil,
any senior employee of a member (or a member of its group) from terminating his or her employmen! with
the member (nr the member of that member’s group).

Covenants
We agree, in the Joint Venture Forination Agrecment, that:
* any noclear power planls we acquire after the scparation shall be operated by EquaGen; and

+ we shall not scll a nuclear power plant o a third party unless (i) the third party accepts a transfer ol
the underlying Operating Agreement with EquaGen, (ii} the sale is the result of a change in
ownership of a subsidiary that directly owns one of our nuclear power plants, or (ii1) EquaGen
conscnts to the saice,
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Operating Agreemenls

Following the separation, Entergy Nuclear Operations will continue as the NRC-licensed operator of
the six operatling nuclear power plants currently constituting Entergy’s non-ufility nuclear business and which
will be owned by us following the separation. Eack of our non-utility nuclear power plants is owned by a
separate, existing Jimited liability company. Following the scparation, cach owner will become a wholly-owned
subsidiary of ours. As a result, in connection with the consummation of the separation, Entergy Nuclear
Operations and each owner will enter into an Operating Agreement for each plant. The Operating Agreencnls
will be bascd on a conumon form derived from the existing operating agreements, but will be amended
primarily Lo insert commercial terms (c.g., lees, indemnitics and termination provisions) to reflect the fact that,
lollowing the scparation, the partics are no longer wholly-owned affiliates of Enicrgy.

Scope of Agreement and Services

Entergy Nuclear Operations will operate and make capital improvements to cach nuclear power plant
and maintain permits and approvals in accordance with good utility practice, applicable laws and regulations,
the applicable NRC Opecrating License and the owner-approved budgets for each of the six operating nuclear
power plants.

Fees

Each operating agrcement will be based on a shared-risk budgetary process and a cost-plus-fees
payment structure. Entergy Nuclear Operations will prepare, and the owner will approve, detailed, line-item
annual budgets for operation and maintenance costs and capital expenditures.

Indemnities

Entergy Nuclear Operations and each owner will mutually indemnify each other for injuries to their
own employees. Enlergy Nuclear Operations will further indemmnify each owner for claims arising from
Entergy Nuclear Operations’ wrengful termination of the Operating Agreements, willful misconduct or gross
negligence (capped at all fees paid by the owner to Entergy Nuclear Operations over the three-ycar period
prior to such wrongful termination, willful misconduct, or gross negligence), but not for such claims arising
out of nuclear incidents or nuclear hazards. Each owner will further indemnify Entergy Nuclear Operations for
any claims by the owner’s employces or third partics arising out of Enlcrgy Nuclcar Operations’ performance
under the Operating Agreement, except as conlemplated above,

Limitations on Liabilities

No party will be liable for indirect, special, punitive, incidental or conscquential damages except to the
extent that such claims fall under cither party’s indemmities, arc related to the owners’ obligation to make
termination payments, or arc related to Entergy Nuclear Gperations’ obligation to cover budgetary cost
overruns. The owner will be obligated to pay eosts associated with the occurrence of a nuclear incident,
including the payment of primary and retroactive insurance premiums pursuant (o the Pricc-Anderson Act.

Term

Each Operating Agreement will become effcctive on and from the separation and will expire on the date
Ibat the NRC operating license term for cach nuclcar power plant expircs, unless earlier terminated (1) for cause,
(i) due to the acts of a eourt or governmental agency, declaring all or part of the Operating Agreement invalid
or unenforceable or substantially impairing a party’s ability to perform, or (iii) by the owner without cause.

Termination

In the event of any termination, the owner is required to pay Entergy Nuelear Operations for all
services provided through the date of termination and reimburse Entergy Nuclear Opcrations for operations
and managemcnt and capital expenditure costs incurred. If an owncr terminates withoul cause, or Entergy
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Nuclear Operations lerminates for cause, the owner shall pay Entergy Nuclear Operations demobilization costs,
including costs to transfer licenses and employces to a new operalor. In addition, il an owner terminates
without cause, the owner shall pay Entergy Nuclear Operations a termination fee based on the amount of fixed
and variable fees forgone by Enlergy Nuclear Operations. In the event of any termination, Entergy Nuclear
Opcrations will continue to operate under the Operating Agreement unti] the (ertnination has been approved hy
the NRC and the operating responsibilities have been transferred (o a qualified NRC-approved operator.

EquaGen Shared Services Agreement

Under the EquaGen Shared Services Agreement, (i) EquaGen will provide support services 10 Emergy
Operations, Inc., the NRC-licensed operator of Entergy’s fleet of regulated utility nuclear power plants; and
(t1) the partics will provide ficld and maintenance services to each other.

Provision of Support Services

The support services will be provided in the areas of business development, licensing, emergency
planning, operations support, oversight, planning and innovation and senior management.

Chief Nuclear Officer

As part of the support services, EquaGen will provide Entergy Operations, Inc. with a contract nuclear
officer who shall serve as Entergy Operations, Inc.’s Chief Nuclear Officer,

Delegations of Authority

In view of Entergy Operations, Inc.’s role as the operating licensec for Entergy’s regulated utility
nuclear power plants, the duties delegated to EquaGen’s personnel providing support services to Entergy
Operations, Inc. (including the contracted Chicf Nuclear Officer) exclude decisions regarding matters unrelated
(o the activiries of Entergy’s regulated vtility nuclear power plants. The specific delegations of power set forth
in the agreement include matters that allow urgent decisions to be made on a timely basis and without
invoking the NRC's license transfer provisions.

Provision of Ficld and Maintenance Services

Subject to certain conditions and to the terms of any applicable collective bargaining agreements,
Entergy Operations, Inc. agrees to provide plant level personnel from ttme to rime from Entergy’s regulated
utility nuclcar power plants for the performance of field and maintcnance services at the nuclear power planis
owned by us and at third-party nuclear power plants to which EquaGen has agreed to provide services. In tum,
EquaGen agrees, subject to certain conditions and to the terms of any applicablc collective bargaining
agrcements, to provide plant level persornel from our nuclear power plaats for the performance of field and
maintenance services al Entergy’s regulated utility nuclear power plants.

Fees

In order to comply with cerlain scttlements entered into by the Entergy regulated utility companies with
their retail regulators, all services provided by EquaGen under the agrecement will be charged the lower of fair
market value or “fully allocated cost.™ Al services provided by Entergy Operations, Inc. will be charged “at
fully afllocated cost” plus 5%.

Term

The EquaGen Shared Services Agreement continucs unlil the expiration of the Tast operating license that
remains in effect for Entergy’s regulated utility nuclear power plants subject (o ecrtain rights of carlier tenmination.

Entergy Services, Inc. Shared Services Agreement

Under the Entergy Services, Inc. Sharcd Services Agreement, Entergy Services, Inc. will provide
inanagement and technical services to EquaGen.

144



Provision of Support Services

The scrvices (o be provided arc in the areas of opcrations support, administrative scrvices. alliances,
nuclear fuels procurement, materials, procurement and conrracts, information technology, project management
and cngincering. Services under the Entergy Scrvices, Inc. Sharcd Services Agrecment may be provided
directly or indirectly for the benefit of (i) EquaGen’s wholly-owned subsidiary, Entergy Nuclear Operations, or
(i) the owners or operators of third-party nuclear gencrating facilitics to whom EquaGcen or one of its
suhsidiaries has agreed (o provide scrvices.

Fees

In order to comply wilh certain settlemncnts entered into by the Entergy regulated utility companies
with their retail regulators, EquaGen s required to pay to Enlergy Services, Inc. the “luliy-allocaled cost™ of
the services provided plus 5%.

Term

The Entergy Services, Inc. Shared Services Agreement continues until the expiralion ol the last
operating license that remains m effect for the nuclear power plant facilities operated by EquaGen or its
subsidiarics. suhject to certain rights of earlicr termination.

Entergy Services, Inc. Corporate Services Agreement

Under the Entergy Scrvices, Inc. Corporate Services Agreement, Entergy Scrvices, Inc. will provide
eorporate scrvices 10 EquaGen,

Provision of Support Services

The services to be provided will be in such general corporale areas as human resources. treasury,
accounting, jnformation techrology and tax. Scrvices under the Entergy Services, Inc. Corporate Services
Agreement may be provided directly or indirectly for the benefit of EquaGen's wholly-owned suhsidiary,
Entergy Nuclear Operations.

Fees

In order to comply with certain settlements entered into by the Entergy regulated utility companies
with their retail regulators, EquaGen is required to pay to Entergy Services, Inc. the "fully-allocated cost™ of
the services provided plus 5%.

Term

The agreement continues until the expiration of the last operating license that remains in effect for the
nuclear power plant facilities operated by EquaGen or its subsidiarics, subject 1o certain rights of earlier
lermination,

Transition Services Agreement

We will enter into a transition services agreement with Entergy in connection with the separation. We
refer to this agrecment in this information statement as the “Transibion Services Agreement.” Under the
Transition Services Agreement we and Entergy will agree to provide certain services to each other for a
specified period following the scparation. The scrvices (o be provided may include services regarding business
continuily and management, [acilities management, data archiving, including services relating to himan
resources and employce benefits, payroll, financial systems management, treasury and cash management,
accounts payable services, telecommunications services and information technology services. The recipient of
any scrvices will generally pay an agreed-upon service charge and reimburse the provider any out-of-pocket
expenses, including the cost of any third party consents required. In order to comply with certain scttlements
cntered into by the Entergy regulated utility companies with their retail regulators, we are required to pay o
Entergy the “fully allocated cost” of the services provided plus 5%.

145



Tax Sharing Agreement

We will cnter into a Tax Sharing Agreement with Entergy that gererally will govern Enterpgy’s and our
respective righls, responsibilities and obligations after the distribution wilh respect to laxes pre-separalion,
attributable to our operations, and the operaticns of our dirccl and indirect subsidiaries, whether or nol such
tax liability is reflected on a consolidated or combined tax return filed by Entcrgy. For additional jinformation,
sce the section entitled “Management’s Discussion and Analysis of Results of Opcrations and Financial
Coundition — Liquidity and Capital Resources — Tax Sharing Agreement — Post-Separation.”

Notwithstanding the foregeing, we expect that, under the Tux Sharing Agreement, we also generally
will be responsible for any taxes imposcd on Entergy that arise from the failure of the distribution to qualify
as a tax-Tree distribution for U.S. lederal income tax purposes within the meaning of Sections 355 and
368(a)(1 XD) of the Code, to the extent that such failure to qualify is attributable to actions, events or
transactions relating to our stoek, assels or business, or a breach of the relevant representations or covenants
made by us in the Tax Sharing Agrecment. In addition. we generally will be responsible for % of any taxcs
that arise from the failure of the distribution to qualify as a tax-free distribution for U.S. federal income tax
purposes within the meaning of Sections 355 and 368(a)(1)(D) of the Code, il such failure is for any rcason
for which neither we nor Entergy is responsible. The Tax Sharing Agreement also is expected (o imnpose
restrictions on our and Entergy’s ability 10 engagc in certain actions following our separation from Entergy
and to set forth the respective obligations among us and Entergy with respect to filing of lax returns, the
administration of tax contests, assistance and cooperalion and other matters.

Employee Matters Agreement

We will cnter into an Employee Matters Agreement with Entergy and EquaGen priot to the distribution
that will govern the compensation and employee beneft obligations with respect to our current and former
employees and those of Entergy and EquaGen. The Employce Matters Agreement will allocate habilities and
responsibilities refating to employee compensation and benelits plans and programs and other related matlers
in connection with the distribution including, without limrtation, the treatment of outstanding Entergy equity
awards, certain outstanding annual and long-term incentive awards. cxisting deferred compensation obligations
and certain retirement and welfare bencfit obligations. Entergy Nuclear Operations will continue (o honor or
(if necessary) assume all relevant collective bargaining agrecments for employccs providing services in respect
of EquaGen (other than through a Shared Services Agreement or similar arrangement), including all
compensation and benefit obligations contained in those agreements. Once we establish our own caompensation
and bencfils plans, we reserve the right, consistent with applicable contractual and statutery obligations, to
amend, modity or terminaic cach such plan in accordance with the terms of that plan. With cerain exceptions,
the Employce Mallers Agrecment will provide that as of the consummation of the separation, our employces
and thosc of EquaGen will ceuse to be active participants in, and we and EquaGen will generally cease to be a
participating employer in, the benefit plans and programs maintained by Entergy. As of such time, our
employees will generally become eligible to participate in all of our applicable plans. In general, we will
credit each of our employecs with his or her seyvice with Entergy prior to the distribution for all purposcs
under plans maintained by us, to the extent the corresponding Entergy plans give credit for such service and
such crediling does not result in a duplication of benefits.

Except as specifically provided in the Employec Malters Agreement, Entergy will gencrally retain
responsibility for, and will pay and be liable for, all wages, salaries, welfare, incentive compensation and
cmployment-related obligations and liabilities with rcspect to obligations (o our current employees for the
period preeeding the distribution, former employees not associatcd with our business and any eurrent
employees who are not otherwise translerred to employment with us in connection with the distribution
(except to the extent those obligations arc assumed by EquaGen). The Employec Matters Agrcement may also
provide for the transfer of asscts and liabilities relating to the pre-distribution participation of our employees
and former employecs of our business in various Entergy retirement, welfare, incentive compensation and
employce benefit plans from such plans to the applicable plans we adopt for the benelit of our employees.
Other than the assets being transferred pursuant to the Employee Matters Agreement, no fees will be paid by
any pariy io the other panty under the Employee Matters Agreement.
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DESCRIPTION OF ENEXUS ENERGY STOCK

We have provided below a summary description of our capitul stock. This description is not complete
and is qualified in its entirety by the full text of our amended and restoted certificale of incorporation and by-
laws which have been filed as exhibits to the registration statement into which this information siatemnent Is
incorporuted. You should read the full texr of our amended and restated ceriificare of incorporation and by-
laws, us well as the provisions of applicable Delaware law.

General

The total rumber of authorized sharcs of capital stock ol Encxus Energy will consist of  shares of
comimon stock, par value $0.01 per share, and  shares of preferred stock, par valuc $0.01 per sharc.

Common Stock
Voting Rights

Holders of our common stock are cntitled to one vole for each share held by them on all matters
submitied to our shareholders. Holders of our common stock do rot have cumulative voling rights in the
election of directors. Generally, all matters to be voted on by stockholders, including the election of directors,
must be approved by a majority of the voltes entitled to be cast by the holders of common stock present in
persen or represented by proxy, voting together as a single class, subject to any voting rights granted (o
holders of any preferred stock.

Dividend Rights

Holders of our common stock will share equally on a per share basis in any dividend declarcd by our
board of directors out of [unds legally available for that purpose, subject o any preferential rights of holders
of any outstanding sharcs of preferred stock.

Oiher Rights

Upon voluntary or involuntary liquidation, dissolution or winding vp of our company, alter payment in
full of the amounts required to be paid to creditors and holders of any preferred stock that may be then
outstanding, al) holdcrs of common stock are entitled to share equaily on a pro rata basis in all remaining
asscts.

No shares of common stock are subject to redemption or have preemptive rights to purchase additional

shares of common stock or other securities of our company. There arc no other subscriplion righis or
conversion rights and there are no sinking fund provistons applicable to our common stock.

Upon completion of the distribution, all the outstanding shares of common stock will be validly issued,
fully paid and nonassecssable.

Amendment of By-laws

Excepl as otherwisc provided by law, our certificate of incorporation or our by-laws, our by-laws may
bc wmended, altered or repealed at a meeting of the stockholders provided that notice of such amendment,
alteration or appeal is conlained in the notice of such mecting or a meeting of our board of directors.

All such amcndments must be approved by cither the holders of a majority of the common stock or by
a majority of the emire board of dircelors then in office,

Amendment of the Certificate of Incorporation

Any proposal to amend, alter, change or repeal any provision of our cerificate of incorporation, except
as may be provided in the terms of any prelerrcd stock, requires approval by the affirmative vote of both a
majority of the members of our board then in office and a majority vote of the voling power of all of the
sharces of our capital stock entitled to vole generally in the election of direclors, voling together as a single
class.
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Special Meeting

A special meeting of stockholders may be called by the board of dircctors or by any other person
authorized 1o do so in the certificate of incorporation or the by-laws. Our charter provides that special
mectings of stockholders may be called only by our board of directors, the chairman of our board, the person,
if any, designated by our board of directors s the chief executive officer of our company. or by a majorily of
the members of the entirc exccutive commitice of our board of dircctors, if there shall be one.

Certain Anti-takeover Effects
(General

Provisions of our certificate of incorporation and Delaware law could make it more difficult to
consurnmate an acquisition of control of us by means of a tender offer, a proxy fight. open markel purchascs
or otherwise in a transaction not approved by our hoard of directors. The provisions described below may
reduce cur vulnerability to an unsolicited proposal for the restructuring or sale of all or substantially all of our
assets or an unsolicited takeover attempt that is unfair to our stockholders. The summary of the provisions set
forth belew does not purport 1o be complete and is qualified in its entirely by reference to our certificate of
incorporation, or certificate ot incorporation, and Delaware law,

Our board of directors has no present intention to intvoduce additional measures that might have an
anti-takeover effect: however, our board of directors expressly reserves the right to introduce these measurcs in
the future,

Business Combinations

We are governed by Section 203 of the General Corporation Law of the State of Delaware (DGCL).
Scclion 203, subject 1o certain exeeptions, prohibits a Delaware corporation rom engaging in any business
combination with any interested stockholder for a period of three years following the time that such
stockholder became an interested stockholder, uniess:

* prior to such time. the board of directors of the corporation approved cither the business combinalion
or the transaction which resulted in the stockholder becoming an intetested stockholder; or

* upon consummation of the transaction that resulled in the stockholder becoming an interested
stockholder, the interested stockholder owned at least 85% of the voting stock of the corporation
outstanding at the time the transaclion commenced, excluding specilicd shares; or

* al or subsequent to such time, the business combination is approved by the board of directors and
authorized at an annual or special meeting of stockholders, by the alfirmative vote of at (cast 66 2/3%
ol the outstanding voling stock that is not owned by the interested stockholder. The stockholders
cannot authorize the business combination by written consent.

The application of Scction 203 may limnit the ability of stockholders to approve o transaction thut they
mity deem to be in their best interests.

In general, Section 203 defincs “business combination™ to include:
* any merger or consolidation invelving the corporation and the imerested stockholder;

= any sale, lease, exchange, mortgage, pledgc, transfer or other disposition of 10% or morc of the
asscls of the corporation to or with the inlerested stockholder;

* subject to certain exceptions, any transaclion that results in the issuance or tansfer by the corporation
of any of irs stock Lo the intercsied stockholder;

* any lransaction involving the corporation that has the effect of increasing the proportionate share of
lhe stock of any class ot series of the corporation benclicially owned by the interested stockholder; or

the receipt by the interested stockholder of the benefit of any loans, advances. guarantees, pledges or
other linancial benefits provided by or through (he corporation.

In general, Section 203 defines an “interesied stockholder” ss any person that iy

* the owner of 15% or more ol the outstanding voting stock of the corporation;
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= an affiliate or associate of the corperation who was the owner of 15% or more of the outstanding
voting stock of the corporation at any time within three years immediately prior to the relevant
date; or

* 1he affiliates and associates of the above.

Under speeifie circumstances, Section 203 makes il more dilficult for an “interested stockhelder” 1o
cltect various business combinations with a corporation for a three-year period, although the stockholders may.
by adopting an amendment to the corporation’s certificate of incorporation or hy-laws, elect not to be governed
by this section, effective 12 months after adoption.

Our cenificate of incorporation and by-laws do not exciude us from the restrietions imposed under
Section 203. We anticipatc that the provisions of Section 203 may encourage companies interested in acquiring
us to ncgotiate in advance with our board of directors since the stockholder approval requirement would bhe
avoided if a majority of the directors then in office approve either the business eombination or the transaction
that resulted in the stockholder becoming an interested stockholder.

Undesignated Preferred Stock

Our board of ditectors has the authority, without action by our stockholders, to designate and issue our
preferred stock in one or more series and (o designate the rights, preferences and privileges of cach scrics,
which may be grealcr than the rights of our common stock. It is not possible to state the actual effect of the
issuance of any shares of our prelerred stock wpon the rights of holders of our commen stock until our bourd
ol direclors determines the specific rights of the holders of our preferred stock. However, the effects might
include, among other things:

« resiricting distributions to shareholders;
+ diluting the voling power of our common stock;
* impairing the liquidation rights of our common stock; or

« delaying or preventing a change in control of our company without [urther action by our
stockholders.

Al the closing of the distriburion, no shares of our preferred stock will be outstanding, and we have no
present plans to issue any shares of prefcrred stock.

Classified Board of Directors

Our cenificate of incorporation provides [or our board to he divided into threc classes of directors, as
nearly equal in nuinber as possible, serving staggered terms. Approximalely one-third of our board will be
elected each year. Under Scction 141 of the DGCL, directors serving on a classified board can only be
removed for cause. The provision for our classified board may be amended, altered, or repealed upon the
affirmative vole of the holders of at least a majority of the voting power ol the shaves entitled to vote at an
clection of directors, or by a majorily of the entirc Board of Dircclors then in office.

The provision for a classified board could prevenl a party that acquircs control of a majority of the
outstanding voting stock from obtaining control of our board und! the second annual sharcholders meeting
[ollowing the date the acquiror obtains the controlling stock interest. The classified board provision could have
the cffect of discouraging a potential acquiror from making a tender offer for our shares or otherwise
altempting to obtain control of us and could increasc the likclihood that our incumbent dircclors will retain
their positions.

We believe that a classified board will help to assure the continuity and stability of our board and our
business strategies and policies as determined by our board. because a majority of the directors at any given
time will have prior cxperience on our board. The classified bouard provision should also help to ensure that
aur board, if confronted with an unsolicited proposal from a third party that has acquired a block of our voting
stock. will have sulficient time to revicw the proposal and appropriate alternatives and to seck the best
availahle result for all stockholders.
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We expect that Class I directors will have an initial term expiring on the date of the 2009 annual
meeting. Class II directors will have an initial term cxpiring on the date of the 2010 annual meeting and
Class I directors will have an initial term cxpiring on the date of the 2011 annual mceting. Aller Lhe
separation, we expect our board will consist of  directors.

Afer the iniual term of eaeh class, our directors will serve three-year terms. At cach annual meeting of
stockholders, a class of directors will be ¢lected for a three-year tenn to succeed the directors of the same
class whose terms are then expiring.

Our by-laws further provide thal, generally, vacancies or newly created dirccrorships in our board may
only be lilled by the vole of a majority of our hoard provided that a quorum is present and any director so
chosen will hold office until the next election of the class for which such director was chosen.

Requirements for Advance Notification of Stockholder Nominations and Proposals

Our amended and restated by-laws cstablish advance nolice procedures with respect to stockholder
proposals and nomination of candidates for election as directors,

Transfer Agent and Registrar

The transler agent and registrar for our common stock is BNY Mellon Shareowner Services.

Listing
We intend to file an application to list our shares of common stock on the New York Stock Exchange.
We expect that our shares will trade under the ticker symbol

Limitation of liability of directors and Indemnification of directors and officers

We are a corporation organized under the laws of the State of Delaware. Section 102(b)(7) of the
DGCL permils a corporation to provide in its certificate of incorporation that a director of the corporation
shall not be personally liablc (o the corporaticn or its slockholders [or monetary damages for breach of
fiduciary duty as a dircctor, except for liability for any breach of the director’s duty of loyalty (o the
corporation or ils stockholders, for acts or omissions not in good faith or which involve intentional isconduct
or a knowing violation of law, lor unlawful payments of dividends or unlawfu] stock repurchases. redemptions
or other distributions or for any transaction from which the director derived an improper personal benefit,

Scetion 145 of the DGECL provides that a corporation has the power to indemnify a director. officer,
cmployee or agent of the corporation and certain other persons serving at the request of the corporation in
related capacities against amounts paid and expenses incurred in connection with an action or proceeding to
which he is or is threatened to be made a party by rcason of sueh position, if sueh person shall have acted in
good faith and in a manner he reasonably believed (o be in or not opposed to the best interest of the
corporation, and, in apy criminal proceeding, if such person had no rcasonable cause (o believe his conduct
was unlawful; provided that, in the case of aclions brought by or in the right of the corporation, no
indemnification shall be made with respect 1o any matter as te whieh such person shall have been adjudged o
be liable to the corporation unless and only Lo the extent that the adjudicating court deterinines that such
indemnification is proper under the circumstances.

Our certilicate of incorporation provides that our direclors shall not be personally liable to us or our
stockholders for monctary damages for breach of fiduciary duty as a director o the fullest cxtent permitted by
the DGCL. Our eertificale of incorporation further provides that we shall indemnity our directors and officers
to the fullest extent authorized or permitied by the DGCL, and such right to indemnification shall continue as
1o a person who has ceased to be a director or officer of ours and shall inure to the benefit of his or her heirs,
executors and administrators. The right 10 indemnificaion conferred by our certificate of incorparation also
includes the right to be paid by us the expenses incurred in defending or otherwise participaling in any
proceeding in advance of its final disposition. Our by-laws provide, to the cxient authorized from lime to time
by the hoard of directors, rights to indemnificalion to our employces and agents who are nox directors or
officers similar to those conferred 1o our directors and officers.
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DESCRIPTION OF MATERIAL INDEBTEDNESS

We currently expect that in connection with the separation, we will incur up 10 $4.5 billion of debt in
the form of publicly or privately issued debt sccurities. We expect to transfer to Entergy up 1o approximately
$4.0 billion in the form of either cash proceeds [rom the issuance of debt sceurities or a portion of such deblt
securities, or both, in partial consideration for Entergy’s transfer to us of the non-utility nuclear business.
Entergy has informed us that it cxpects (o use our debt securities it has received to reducc or rebire Entergy
debt by exchanging our debt with certain holders ol Entergy Corporation debt. We will not reccive any
procceds (rom the portion of our debt securities that are translerred o Entergy. The amoun! to be paid lo
Entergy. the amount and term of the debt we will incur, and the type of debt and entity that will incur the debt
have not been finaily determined, but will be determined prior to the separation. A number of factors could
affect this final detcrmination, and the amount of debt ultimately incurred could be different from the amount
disclosed in this information statcment. Addiuonally, we intend to cnter into one or more credit lacilitics or
other financing arrangements meant to support our working eapital and gencral corporale needs and collateral
obligations arising from hedging and normal course of busincss requircmients.




WHERE YOU CAN FIND MORE INFORMATION

We have liled a registration statement on Form [0 with thc SEC with respect to the shares of our
common stock (hat Entergy shareholders will receive in the distribution. This information statement is a part
of that registration statement and, as allowed by SEC rules, does nol include all of the information you can
find in the registration statement ol the exhibits to the rcgistration statement. For additional information
relating to our company, the distribution and the separation, reference is made to the registration stalement and
the exhibits to the registration statemeni. Statements contained in this information statcment as to the coatents
of any contract or document referred to are not necessarily complete and in each instance, if the contract or
document is filed as an cxhibit to the registration statement, we refer you to the copy of the contract or other
document filed as an exhibit to the regisiration statemeni. Each such slaiement is qualified in al) respecls by
refcrence (0 the applicable contract or document.

Afier the Form 10, ol which this information statcment is a part, is declared effective, we will file
annual, quarterly and current reports, proxy statemenis and other information with the SEC. We intend (o
{urnish our shareholders with annual reports containing consolidated financial statements audited by an
independent registered public accounting firm, The registration statement is, and any of these future filings
with the SEC will be, availablc to the public over the Internct on the SEC’s website al htip:/fwww.sec.gov.
You may read and copy any filed documcat at the SEC’s public refcrence room in Washington, D.C. at
100 F Sweet, N.E., Room 1580, Washington, D.C. 20549, Pleasc call the SEC at 1 (800) SEC-0330 for further
information about the public reference room.

We maintain an Internet site at hitp//iwww.enexusenergy.com. Qur website and the information
conlained on that site, or connccted to that site, are not incorporated into (his information slatement or the
registration statement on Form 10 of which this information slatement is a part.
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