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I. Introduction and Overview 
  

Southwest Power Pool, Inc. (“SPP”), as the Independent Coordinator of 
Transmission (“ICT”) for the Entergy Services, Inc.’s (“Entergy”) transmission system, 
submits this quarterly report on the operations and savings of the Weekly Procurement 
Process (“WPP”) for the months September through November 2009.  This report 
complies with the directives of the Federal Energy Regulatory Commission 
(“Commission” or “FERC”) to assess the effectiveness of the WPP and to compile 
performance metrics measuring the success of the WPP.  In addition, this report satisfies 
the requirements of sections 7(a)(2) and (3) of Attachment S to Entergy’s Open Access 
Transmission Tariff (“OATT” or “Tariff”).1 
  
 The Commission’s approval of the ICT arrangement was predicated, in part, on 
the substantial benefits associated with the WPP for all of Entergy’s customers.2  The 
results from this reporting period demonstrate that the WPP continues to produce 
benefits, albeit at a lower level from prior periods due to a reduction in the number of 
participating generators, offers submitted and accepted, and megawatts (“MWs”) 
awarded.   
 

SPP believes that the WPP offers competitive opportunities for third-party 
suppliers to serve Entergy’s native load customers by displacing Entergy’s higher-cost 
resources.  However, SPP recognizes that, as with any computer-based process, 
adjustments and improvements are necessary as additional operational experience is 
gained.  This report provides an update on a previously documented adjustment 
concerning a WPP logic issue and describes a separate issue and adjustment involving the 
hourly flexibility requirement in the WPP that was discovered during this reporting 
period.  SPP will continue to monitor WPP operations and, as appropriate, recommend 
adjustments to expand Entergy’s procurement options and produce more economical 
dispatch within Entergy’s service area. 

                                                 
1  See Entergy Servs., Inc., 115 FERC ¶ 61,095, at P 305 (“ICT Approval Order”), 

order on reh’g, 116 FERC ¶ 61,275; Entergy Servs., Inc., 126 FERC ¶ 61,227, at 
PP 85-86 and 90 (“March 17 Order”), order on clarification and reh’g, 127 FERC 
¶ 61,225 (2009). 

2  See ICT Approval Order at P 296. 
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II. Assessment and Self-Evaluation of the WPP 
 
 In accordance with section 7(a)(2) of Attachment S to Entergy’s OATT, SPP 
provides the following quarterly assessment and self-evaluation of the WPP’s operations.     

 
In this report, SPP provides the metrics and other data that the Commission has 

deemed necessary to assist in the evaluation of the WPP’s effectiveness.  As previously 
explained, not all of the Commission-mandated metrics are, in SPP’s view, reliable 
and/or accurate measurement tools for purposes of assessing the WPP’s performance.  
SPP believes that the metrics that are tied directly to the data inputs and results of the 
WPP model are the most meaningful for estimating the production cost savings and other 
benefits of the WPP.  Moreover, because the WPP’s procurement results are dependent 
upon complex computer models that are continuously being evaluated and refined, care 
should be taken to avoid placing too much reliance on any fixed period assessment of the 
WPP.    

 
The current quarter’s data show that there were a lower number of third-party 

supplier offers submitted and accepted though the WPP. Total MWs awarded through the 
WPP were also correspondingly down from the last quarter.  As a result, the WPP 
achieved a lower level of estimated production cost savings this quarter than the prior 
reporting period.   

 
While SPP is disappointed with the lower number of accepted offers, these results 

were not entirely unexpected.  Consistent with the ICT’s testing of the Security 
Constrained Unit Commitment (“SCUC”) model prior to implementation, WPP activity 
was predicted to be more robust during the summer peak season due to the increased load 
requirements.  Moreover, displacement levels and production cost savings were expected 
to decline during the low load periods.  Similarly, the level of hold harmless violations 
was expected to increase during low load periods, primarily because the process is more 
selective and conditions for acceptable offers are more difficult to satisfy.   

 
However, the level of hold harmless violations and flexibility violations 

experienced during this reporting period was somewhat higher than anticipated.  SPP 
believes that this was a product of the extreme conditions during this quarter that were 
not reflective of the ICT’s original testing of the model.  For example, the load 
requirements for certain weeks in the quarter were lower than that used in testing.  In 
addition, the price of natural gas remained low during this period, which kept fuel prices 
down and decreased the cost differential between third-party suppliers’ offers and 
Entergy’s existing resources.  These factors combined to reduce the value of the third-
party suppliers’ offers and made it more difficult for them to compete and displace 
Entergy’s existing legacy units. 

  
As reported last quarter, the ICT identified a potential weakness in the WPP logic 

in which the SCUC model, under certain circumstances, appeared to evaluate third-party 
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supplier offers with apparently equivalent economic characteristics differently.  After 
confirming the existence of a potential modeling weakness, Entergy and the ICT 
implemented an interim process to address the issue until a permanent software 
modification could be finalized and fully tested.  At that time, SPP was unable to provide 
additional details of the specific modeling problem due to the sensitive nature of the data.  
However, the ICT and Entergy agreed to report back to stakeholders and regulators with 
more information after completing their investigation of the matter.   

SPP reports that the ICT and Entergy have implemented a new version of the 
SCUC model that contains a permanent software fix, and therefore, the interim process 
has been discontinued.  However, Entergy is still performing tests and analysis to confirm 
conclusively whether, even with the new SCUC model, WPP results and offers could be 
adversely impacted if details of the original WPP logic issue were disclosed.  Therefore, 
SPP has no more information on the nature of the problem to report at this time.   

SPP also reports the recent discovery of an issue related to the hourly flexibility 
requirement included in the WPP model.  Specifically, in late September 2009, the ICT 
noted that the WPP model was producing significant hourly flexibility requirement 
violations.  The ICT and Entergy’s Energy Management Organization (“EMO”) agreed to 
compare unit commitment schedules from EMO’s model runs that are used to develop 
the flexibility requirement to the WPP model results to determine if there was a process 
or software problem.  

 
As part of that review, EMO determined that starting with the WPP Operating 

Week of June 20, 2009, the hourly flexibility requirement used in Run 0 was set 600 
MWs higher than EMO had intended.  At that time, EMO initiated use of a new 
programming application to extract data from the production cost model that is used to 
populate data in the files EMO submits for the WPP.  The data that is extracted includes 
data used to estimate flexibility input values.  As Entergy later discovered, the error in the 
calculation increased hourly flexibility requirements by 600 MWs compared to the level 
of the flexibility requirement that EMO would have submitted.  Daily flexibility 
requirements were not affected.    
 

The programming application was immediately resolved by EMO, and the 
corrected program has since been used to determine the flexibility requirement, starting 
with the WPP run for the Operating Week of October 10, 2009.  SPP reports that the 
flexibility requirement values produced by the corrected version of the SCUC model have 
been in line with expectations.   

 
In accordance with Attachment V, the flexibility requirement is calculated by 

WPP participants, including EMO.  Section 3.4.3 states that there are several assumptions 
that can go into EMO’s flexibility requirement, and therefore, its calculation is not an 
exact science.  Nonetheless, SPP believes that EMO’s miscalculation of its hourly 
flexibility requirement may have had an impact on prior WPP results. 
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The WPP has been in operation for more than eight months and has shown 
varying results.  Due in part to the extreme conditions experienced during this quarter, the 
level of accepted offers and MWs awarded were lower than in prior periods and lower 
than SPP expected.  Despite these recent circumstances, the WPP has continued to allow 
the modest integration of merchant generation into the mix of Entergy’s network 
resources.  SPP continues to work with Entergy and stakeholders to examine potential 
enhancements to the WPP in order to improve the level of benefits and production costs 
savings. 
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III. WPP Metrics 
 
 In the ICT Approval Order (at P 305), the Commission required SPP to 
periodically report certain metrics regarding the WPP’s success during the initial term of 
the ICT.  Entergy memorialized these metrics as part of Attachment S to the Entergy 
OATT in its January 16, 2007 compliance filing.  Subsequently, the Commission in the 
March 17 Order established revised WPP metrics.  However, the original WPP metrics in 
Attachment S have not been revised and still remain effective.  Therefore, in accordance 
with SPP’s reporting obligations under section 7(a)(3) of Attachment S to the Entergy 
OATT and the March 17 Order, SPP presents the following metrics: 
 

A. WPP Operations 
 

1. The number of merchant generators participating each week in the 
WPP and the corresponding MWs committed in the WPP.3 

 
The table below provides the WPP’s operational information for the period 

September to November 2009:4   
 

                                                 
3  This metric incorporates the information required under Attachment S to report on 

the increased number of transactions under the WPP.  See Attachment S, section 
7(a)(3).  In addition, SPP complies with the Attachment S requirement to provide 
the increased volumes of energy purchased under the WPP by reporting that a 
total of 312,750 MWhs of energy was forecasted to be purchased through the 
WPP for the current reporting period.  This represents a decrease of 652,602 
MWhs from the prior reporting period. 

4  A stakeholder recommendation was made to the original WPP Performance 
Metrics to include information on the actual volumes of energy purchased as a 
result of the WPP.  While the ICT does not endorse the use of actual data as a 
metric for measuring the WPP’s performance because of the forecasted nature of 
the WPP optimization model, the ICT agreed to report this data on an as-available 
basis and in aggregate form for informational purposes only.  In response to the 
ICT’s formal request, Entergy agreed to provide the actual purchased volumes 
subject to the confidentiality restrictions of section 6.2 of Attachment S.  
Consequently, the ICT is precluded from disclosing the data furnished by Entergy 
in this report. 
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WPP Operating 

Week 
Number of 

Participating 
Generators 

Number of 
Offers 

Submitted 

Number of 
MWs 

Offered 

Total 
Number 
of Offers 
Accepted 

Total 
Number 
of MWs 

Awarded 
9/5/09 – 9/11/09 5 8 2,050 2 450 
9/12/09 – 9/18/09 7 10 2,590 1 225 
9/19/09 – 9/25/09 4 7 1,660 0 0 
9/26/09 – 10/2/09 4 6 1,765 0 0 
10/3/09 – 10/9/09 5 10 2,670 0 0 

10/10/09 – 10/16/09 2 5 1,875 4 1,400 
10/17/09 – 10/23/09 3 6 2,180 0 0 
10/24/09 – 10/30/09 4 6 1,945 2 455 
10/31/09 – 11/6/09 3 6 1,875 0 0 
11/7/09 – 11/13/09 4 8 2,900 0 0 
11/14/09 – 11/20/09 5 10 3,175 2 460 
11/21/09 – 11/27/09 4 9 2,625 0 0 
11/28/09 – 12/4/09 2 6 1,635 1 230 

 
2. The effects of the WPP implementation on the actual output of 

Entergy’s legacy oil and gas units. 
 
SPP understands this metric to call for a comparison of the actual output of 

Entergy’s legacy oil and gas units for the period prior to the implementation of the WPP 
and for the same period after the implementation of the WPP.5  Therefore, SPP asked 
Entergy for the requested data on its legacy oil and gas units for the current reporting 
period and for the same period in the prior year.  SPP provides this information below: 

 
   

                                                 
5 This information on Entergy’s legacy oil and gas units fulfills the ICT’s 

accommodation to stakeholders to include, on an as-available basis and for 
informational purposes only, aggregate energy production data on Entergy’s 
generation units both pre-WPP and post-WPP as part of SPP’s original WPP 
Performance Metrics. 
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Actual Output of Entergy 

Legacy Units from 
September 1, 2008 to 
November 30, 2008 

Actual Output of Entergy 
Legacy Units from 

September 1, 2009 to 
November 30, 2009 

4,864,644 MWhs 4,112,988 MWhs 
 
One of the intended benefits of the WPP is to allow third-party suppliers to 

compete and potentially displace Entergy’s more expensive oil and gas generation with 
lower cost alternatives.  Consequently, the Commission has established a metric intended 
to gauge the effectiveness of the WPP in fostering this type of competition and 
displacement.   

 
The reported data show that the actual output of Entergy’s legacy oil and gas units 

decreased from the prior period to the current reporting period.  However, SPP does not 
believe that a historical comparison of the actual output of Entergy’s legacy oil and gas 
units provides a meaningful benchmark to measure the effectiveness of the WPP in 
displacing Entergy’s older, more expensive generating units.  There are numerous factors 
such as weather, system conditions, fuel prices, plant outages, availability of daily/hourly 
economy purchases, etc., that could account for variations in energy production numbers 
from one period to the next.  Therefore, without being able to control these factors over 
time, there is no way to reliably compare energy production numbers between different 
time periods in order to conclude that lower (or higher) production numbers for Entergy’s 
legacy units during the operation of the WPP are the product of the WPP’s effectiveness 
(or ineffectiveness) in displacing Entergy’s legacy units.  Moreover, there is no set 
commitment and dispatch coming out of the WPP.  Rather, the actual commitment and 
dispatch will differ from the commitment and dispatch as modeled in the WPP due to 
changes in circumstances during real-time operations.  As a result, the actual output of 
Entergy’s legacy units during the current period does not necessarily reflect the reported 
results of accepted WPP offers.  Thus, in SPP’s view, any attempt to draw conclusions 
based on a comparison of prior and current year energy production numbers will not 
provide a reliable assessment of the WPP’s benefits.  

 
3. Description of the operational adjustments that Entergy and the ICT 

had to make with respect to soft constraints, including an explanation 
of Entergy’s and the ICT’s before-the-fact analysis of what impact 
each adjustment would be on reliability, as well as an after-the-fact 
assessment of the impact of the adjustment on reliability. 

 
During the period from September to November 2009, SPP reports that Entergy 

and the ICT had to make operational adjustments with respect to soft constraint violations 
in the WPP model.  Set forth below is a description of the operational adjustments and 
the requested before- and after-the-fact analyses of those adjustments’ impact on 
reliability. 
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a. WPP Operating Week for September 12, 2009 – Flexibility Violations 
 
For this week, there were sixteen (16) hourly flexibility soft constraint violations 

that were beyond the acceptable level (i.e., 20 MW/hour) established by the WPP 
Participant.  In accordance with the established procedures, the ICT and Weekly 
Operations examined whether an “operational adjustment” was available to resolve the 
flexibility soft constraint violations.  If so, then the WPP results would be deemed 
feasible and transmission service would be granted notwithstanding the flexibility 
violations.   

 
The ICT and Weekly Operations agreed that delaying the start-up of units was a 

viable operational adjustment to resolve the flexibility soft constraint violations.  The ICT 
and Weekly Operations also determined that the operational adjustments were consistent 
with the offer criteria, generator operating characteristics, and contract constraints.   
Finally, due to the minor changes in commitment resulting from the operational 
adjustments, the ICT and Weekly Operations did not anticipate any adverse impacts on 
real-time system reliability. 
 

At the conclusion of the WPP Operating Week for September 12, 2009, the ICT 
and Weekly Operations examined real-time operations and did not identify any impacts 
on real-time system reliability related to the operational adjustments. 
 

b. WPP Operating Week for November 14, 2009 – Flexibility Violations 
 

For this week, there were four (4) hourly flexibility soft constraint violations that 
were beyond the acceptable level (i.e., 20 MW/hour) established by the WPP Participant.  
In accordance with the established procedures, the ICT and Weekly Operations examined 
whether an “operational adjustment” was available to resolve the flexibility soft 
constraint violations.  If so, then the WPP results would be deemed feasible and 
transmission service would be granted notwithstanding the flexibility violations.   

 
The ICT and Weekly Operations agreed that delaying the start-up of units was a 

viable operational adjustment to resolve the flexibility soft constraint violations.  The ICT 
and Weekly Operations also determined that the operational adjustments were consistent 
with the offer criteria, generator operating characteristics, and contract constraints.   
Finally, due to the minor changes in commitment resulting from the operational 
adjustments, the ICT and Weekly Operations did not anticipate any adverse impacts on 
real-time system reliability. 
 

At the conclusion of the WPP Operating Week for November 14, 2009, the ICT 
and Weekly Operations examined real-time operations and did not identify any impacts 
on real-time system reliability related to the operational adjustments. 
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c. WPP Operating Week for November 28, 2009 – Flexibility Violations 
 

For this week, there were seven (7) hourly flexibility soft constraint violations 
that were beyond the acceptable level (i.e., 20 MW/hour) established by the WPP 
Participant.  In accordance with the established procedures, the ICT and Weekly 
Operations examined whether an “operational adjustment” was available to resolve the 
flexibility soft constraint violations.  If so, then the WPP results would be deemed 
feasible and transmission service would be granted notwithstanding the flexibility 
violations.   

 
The ICT and Weekly Operations agreed that de-committing, cycling, and delaying 

the start-up of units were viable operational adjustments to resolve the flexibility soft 
constraint violations.  The ICT and Weekly Operations also determined that the 
operational adjustments were consistent with the offer criteria, generator operating 
characteristics, and contract constraints.   Finally, due to the minor changes in 
commitment resulting from the operational adjustments, the ICT and Weekly Operations 
did not anticipate any adverse impacts on real-time system reliability. 
 

At the conclusion of the WPP Operating Week for November 28, 2009, the ICT 
and Weekly Operations examined real-time operations and did not identify any impacts 
on real-time system reliability related to the operational adjustments. 
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B. WPP Savings 
 
 The ICT Approval Order directed SPP to report on the level of customer savings 
resulting from the WPP.  Subsequently, Entergy notified the Commission of the ICT’s 
planned approach for calculating savings based upon the difference over a year between 
the production costs in optimization run 1 and the production costs in optimization run 0, 
in weeks when at least one third-party supplier offer is selected through the WPP.6  As 
Entergy explained, because the WPP is based on weekly projections that are subject to 
change during real-time operations, taking the difference in forecasted production costs 
presents a reasonable approach for calculating WPP savings.7  
 

In the March 17 Order, the Commission approved the ICT’s methodology for 
calculating savings, but directed that the savings calculation be made on a quarterly 
(rather than annual) basis.8   The Commission also required a historical “baseline” of 
savings that could be compared to the results of the ICT’s calculation of savings in order 
to estimate the savings attributable to the WPP.  In this regard, the Commission directed 
Entergy to engage the ICT to prepare a study of the savings that accrued to Entergy and 
each of its network customers as a result of transactions with third-party suppliers that 
took place over the twelve-month period immediately preceding the implementation of 
the WPP.9  The Commission directed the ICT to submit the study with SPP’s first 
quarterly report.  In addition, the Commission also directed SPP to report on the savings 
accrued to Entergy and each of its network customers from third-party supplier 
transactions that occurred outside the WPP during the quarter.10 
 
 SPP filed for clarification, or in the alternative, rehearing of the March 17 Order 
contending that the Commission’s required “baseline” study is susceptible to different 
interpretations.  In SPP’s view, to ensure any reasonable comparison the historical 
“baseline” study of cost savings from third-party transactions must be for the same 
duration as transactions under the WPP.  Therefore, because the WPP is limited to 
weekly third-party transactions resulting in daily and weekly transmission service, SPP 
pointed out that the “baseline” study should likewise be limited to savings attributable to 
weekly third-party transactions.  In addition, recognizing that no other network customer 
(i.e., other than EMO) is currently participating in the WPP, SPP urged that the 
“baseline” study exclude cost savings attributable to Entergy’s other network customers’ 
                                                 
6  See Entergy Servs., Inc., Docket No. ER09-555, Transmittal Letter at 12-13, filed 

Jan. 16, 2009. 

7  See id. at 13. 

8  See March 17 Order at P 85. 

9  See id. at P 90. 

10  Id. 
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transactions with third-party suppliers until those Entergy network customers choose to 
participate in the WPP.  SPP argued that with these clarifications, a proper “baseline” 
study would examine past cost savings from only EMO’s weekly transactions with third-
party suppliers under Entergy’s prior weekly Request for Proposal (“RFP”) procurement 
process. 
 
 On June 5, 2009, the Commission issued an order on clarification and rehearing 
of the March 17 Order.11  In that order, the Commission agreed that an appropriate 
comparison of cost savings required that the transactions analyzed as part of the baseline 
study should be for the same duration as the transactions under the WPP, i.e., transactions 
with terms of one week or less.12  However, the Commission denied SPP’s request for 
clarification that Entergy’s other network customers should be excluded from the 
baseline study because they are not currently participating in the WPP.  Rather, the 
Commission stated that the baseline study should include the past savings from 
transactions with terms of one week or less that Entergy’s other network customers 
engaged in prior to the start-up of the WPP as well as those transactions that occurred 
outside the WPP after its implementation.13   
 

SPP provided the results of the required “baseline” study as an Attachment to the 
first WPP Quarterly Report.14    
  
 SPP also provides its calculation of the estimated production cost savings from 
the WPP for the current reporting period.  This calculation is based on the ICT’s 
Commission-approved methodology of taking the difference between the production 
costs in optimization run 1 and the production costs in optimization run 0, in weeks when 
at least one third-party supplier offer was selected through the WPP.  Due to concerns 
that providing the savings calculations for the WPP on a weekly basis could allow 
customers to ascertain proprietary information related to Entergy’s costs for its network 
resources, SPP has aggregated these numbers on a quarterly basis and provides them in 
the table below.    

                                                 
11  See Entergy, 127 FERC ¶ 61,225. 

12  See id. at P 8.   

13  See id. at P 9. 

14  See ICT WPP Quarterly Report, Docket No. ER09-555-000, Attachment 1, filed 
June 15, 2009.  See also Supplement to WPP Quarterly Report, Docket No. 
ER09-555-000, Attachment 1, filed July 10, 2009. 
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The WPP Operating Weeks for the  
Quarterly Reporting Period 

Estimated Savings Under the WPP15 

September 5, 2009 – November 28, 2009 $ 950,592 
 
 As previously discussed, the WPP optimizes resources, with a given set of 
constraints, based on a combination of forecasted data and information known at a 
specific point in time.  For this reason, SPP believes that only a metric tied directly to the 
data inputs and results of the WPP model can serve as a meaningful barometer of the 
WPP’s performance.  Since the ICT’s methodology for calculating savings is entirely 
consistent with these limitations, the above calculation represents the most reliable and 
accurate measure of the estimated production cost savings under the WPP and the most 
meaningful assessment of the benefits associated with the operation of the WPP.   
 
 SPP recognizes that the Commission has suggested another approach to estimate 
the savings attributable to the WPP by comparing past savings from weekly transactions 
with third-party suppliers prior to the implementation of the WPP to savings from weekly 
transactions with third-party suppliers after the start-up of the WPP.  While SPP does not 
agree that a comparison of savings data from past periods or from transactions outside the 
WPP provides an accurate measure of WPP savings, SPP compiled the data necessary to 
perform such an analysis and included it in Attachment 1 to this report.  
 
 

                                                 
15  As part of the development of the WPP Performance Metrics, SPP agreed to a 

stakeholder recommendation to reduce the annual WPP savings estimate by the 
WPP implementation costs amortized over a period of time.  Entergy estimated 
the costs of developing and implementing the WPP to be approximately $ 24.4 
million.  See Informational Filing by Entergy Services, Inc., Docket No. ER09-
555, filed April 16, 2009.  Accordingly, this implementation cost would be 
amortized over a not yet determined period and subtracted from any savings 
attributable to the WPP.   
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IV. Conclusion 
 

Although the report for this quarter shows a reduction in certain metrics and data 
intended to measure the WPP’s performance, SPP believes the WPP continues to deliver 
meaningful benefits to Entergy’s customers by improving customer access to Entergy’s 
transmission system and reducing Entergy’s forecasted production costs.  SPP reports 
that the ICT will continue to work to improve the results of the WPP.     

 
   
 
 
 

 
 
 
 


