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              E-RSC MEETING

          Meeting held at the Hilton Baton

Rouge Capitol Center, 201 Lafayette

Street, Baton Rouge, Louisiana, 70801,

commencing at 9:00 a.m., on Wednesday, the

12th of May, 2010, and continuing on

Thursday, the 13th of May, 2010.
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1           P R O C E E D I N G S

2      PRESIDENT SUSKIE:

3           Okay.  I'll go ahead and call

4 this meeting to order.  We'll start on the

5 first item, which is roll call.

6           Mr. Anderson?

7      SECRETARY ANDERSON:

8           Yes, sir.  Mr. Chairman, we have

9 a quorum.

10      PRESIDENT SUSKIE:

11           Okay.  Next, we'd like to start

12 with everybody in the room by identifying

13 themselves, who they're with, and after

14 that, we'll go to the telephone.

15           Could we start up front?  Mark?

16      MR. LOUDENSLAGER:

17           I have the mic.

18      PRESIDENT SUSKIE:

19           Okay.  I guess we're going to

20 start on the other side of the room.

21      MR. LOUDENSLAGER:

22           Sam Loudenslager, Arkansas

23 Staff.

24      MR. BRIGHT:

25           Ben Bright, SPP Staff.
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1      MR. LUCAS:

2           Antoine Lucas, SPP.

3      MR. DAVIS:

4           Jason Davis, SPP.

5      MR. SHIPLEY:

6           Don Shipley, SPP.

7      MS. BROWNELL:

8           Nora Brownell, ESPY Energy

9 Solutions.

10      MS. SCHMIDT:

11           Kristine Schmidt, ESPY Energy

12 Solutions.

13      MR. GREFFE:

14           Richard Greffe, Texas Commission

15 Staff.

16      MR. CHESHIRE:

17           David Cheshire, ExxonMobil.

18      MS. WATSON:

19           Melissa Watson, Louisiana

20 Commission Staff.

21      MS. TURNER:

22           Becky Turner, Entegra.

23      MS. SHULER:

24           Katie Shuler, Air Liquide.

25      MR. GRAND:
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1           Cordell Grand, Louisiana Energy

2 and Power Authority.

3      MR. BIHM:

4           Kevin Bihm, Louisiana Energy and

5 Power Authority.

6      MS. CARLISLE:

7           Lynn Carlisle with SMEPA.

8      MR. PALIZA:

9           Roberto Paliza, Paliza

10 Consulting.

11      MS. HARRIS:

12           Brenda Harris, Oxy.

13      MS. LEE:

14           Tina Lee with KGen Power.

15      MS. DASPIT:

16           Larry Daspit with Entergy.

17      MR. HAMMETT:

18           Bill Hammett, Entergy.

19      MR. KELLOUGH:

20           Lee Kellough, Entergy.

21      MR. CASTLEBERRY:

22           Kurt Castleberry with Entergy

23 Arkansas.

24      MR. OLSON:

25           Carl Olson, Entergy Texas.
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1      MS. BURROWS:

2           Lori Burrows, Arkansas

3 Commission Staff.

4      MS. KING:

5           Katherine King with Kean, Miller

6 on behalf of the Louisiana Energy Users

7 Group.

8      MR. ALLEN:

9           Tom Allen, GDF SUEZ.

10      MR. LONG:

11           Robert Long, GDF SUEZ.

12      MS. BARFIELD:

13           Carol Barfield, Marathon Oil.

14      MS. GORTER:

15           Kim Gorter, SPP Staff.

16      MR. HUDSON:

17           Dowell Hudson, SPP Staff.

18      MS. CLYNES:

19           Terri Clynes, ConocoPhillips.

20      MR. DARCE:

21           Noel Darce, Louisiana Commission

22 Staff.

23      MR. PATTERSON:

24           Kirk Patterson, Louisiana

25 Commission Staff.
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1      MR. MITTENDORF:

2           Brad Mittendorf, Southern

3 Strategy Group.

4      MR. PEDERSEN:

5           Todd Pedersen, West Memphis

6 Utilities, West Memphis, Arkansas.

7      MR. BITTLE:

8           Ricky Bittle with Arkansas

9 Electric Coop.

10      MR. HENLEY:

11           Rick Henley, City, Water & Light

12 in Jonesboro, Arkansas.

13      MR. THOMPSON:

14           Henry Thompson, Arkansas Cities.

15      MR. CLAREY:

16           Patrick Clarey, FERC Staff.

17      MR. MOVISH:

18           Phil Movish, Advisor for the

19 City Council of New Orleans.

20      MR. WILSON:

21           Dave Wilson, Arkansas Cities.

22      MR. SHUMATE:

23           Walt Shumate Consulting.

24      MR. FOX:

25           Kip Fox, American Electric
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1 Power.

2      MR. SHARER:

3           Andy Sharer with NRG.

4      MS. VOSBURG:

5           Jennifer Vosburg with NRG and

6 Louisiana Generating.

7      MR. ROE:

8           Doug Roe with FERC Staff.

9      MR. MONROE:

10           Carl Monroe, SPP.

11      MR. REW:

12           Bruce Rew, SPP.

13      MR. CRUTHIRDS:

14           Dave Cruthirds with "The

15 Cruthirds Report."

16      MR. BAUGH:

17           David Baugh with Kelson Energy.

18      MS. PARSLEY:

19           Julie Parsley on behalf of

20 Kelson Energy.

21      MR. CASPARY:

22           Jay Caspary, SPP Staff.

23      MR. PIONTEK:

24           Luke Piontek with Roedel,

25 Parsons on behalf of Cottonwood and Kelson
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1 Energy.

2      MR. LONG:

3           Charles Long with Entergy.

4      MS. CONLEY:

5           Renae Conley, Entergy Louisiana.

6      MR. BIGELOW:

7           Christina Bigelow, Entergy.

8      MR. BROWN:

9           Matthew Brown on behalf of

10 Entergy Louisiana and Entergy/Gulf States

11 Louisiana.

12      MR. CAMET:

13           Greg Camet, Entergy.

14      MR. BERNSTEIN:

15           Glen Bernstein for Entergy.

16      MR. VONGKHAMCHANN:

17           Kham Vongkhamchann for Entergy.

18      MR. McCULLA:

19           Mark McCulla, Entergy.

20      MS. PROFETA:

21           Pat Profeta, Entergy.

22      MR. SCHNITZER:

23           Michael Schnitzer, Entergy.

24      MS. DESPEAUX:

25           Kim Despeaux, Entergy.
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1      MR. HURSTELL:

2           John Hurstell, Entergy.

3      MS. RAINER:

4           Sallie Rainer, Entergy.

5      MR. WHITMORE:

6           Terry Whitmore, Cleco Power.

7      MR. HILTON:

8           Shane Hilton, Cleco Power.

9      PRESIDENT SUSKIE:

10           Is there anybody else in the

11 room?

12           With that, we'll go to the

13 phone.  In case there's a large number of

14 people, I'll try to ask you to be

15 identified in an orderly manner.

16           Start out anybody with a

17 government entity on the phone.

18           (No response.)

19           Okay.  Anybody with Entergy on

20 the phone?

21      MR. MILLS:

22           Roger Mills, Entergy.

23      MR. RALSTON:

24           This is Al Ralston, Entergy.

25      PRESIDENT SUSKIE:
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1           Okay.  Anybody with merchants or

2 IPPs on the phone?

3           (No response.)

4           Any load-serving entities on the

5 phone?

6      MR. RITZ:

7           Frederick H. Ritz for ETEC

8 Coops.

9      MR. HUNTWORK:

10           Nathan Huntwork with Phelps,

11 Dunbar for Cleco Power.

12      PRESIDENT SUSKIE:

13           Okay.  And is there anybody else

14 who doesn't fall into any of those

15 categories on the phone?

16      MR. WATSON:

17           Yes.  This is Mark Watson with

18 Platts.

19      PRESIDENT SUSKIE:

20           Anyone else?

21           (No response.)

22           Seeing no one else, next we'll

23 go over some administrative items.  As you

24 can see from the handouts or part of the

25 handouts is a sketch of the possible
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1 meeting agenda for June, and it is a --

2 like this meeting, a two-day meeting.  It

3 will be -- the first day will be in the

4 afternoon, and the second day will be in

5 the afternoon.  I'm sure we'll get an

6 update from Patrick Clarey, but we expect

7 a number of the FERC commissioners to be

8 there on the first day, and I anticipate

9 the first day will be a lot of

10 presentation and updates of what's been

11 going on, the second day to be more of a

12 business type meeting similar to the

13 meetings we've had in the past.  So if

14 you're interested in being a part or have

15 any topics you would like to be part of

16 the draft agenda, please contact me or

17 another E-RSC member so we can put the

18 finalized details on the agenda for that.

19           Next, we have the approval of

20 the April 22nd, 2010, minutes.

21      VICE-PRESIDENT FIELD:

22           I move we approve the minutes.

23      CHAIRMAN PRESLEY:

24           Second.

25      PRESIDENT SUSKIE:
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1           Okay.  It's been moved and

2 seconded to approve the minutes.  All

3 those in favor say aye.

4           (All ayes.)

5           Those opposed?

6           (No response.)

7           Minutes have been approved.

8           The next administrative item --

9 Lori, let me know if I need to add

10 anything else.  But, essentially, we got

11 our confirmation letter from the IRS that

12 we are now -- the E-RSC is a nonprofit

13 with the IRS, and it is posted on the Web

14 site for anybody that is interested in

15 taking a look at that.

16           Next, we'll go to reports from

17 FERC.

18           Patrick Clarey?

19           Patrick needs a microphone.

20 There's one up here, Patrick.

21      MR. CLAREY:

22           Thank you.

23      PRESIDENT SUSKIE:

24           I don't think it's on.  FERC has

25 nothing to say.  We've got another
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1 microphone up here.

2      MR. CLAREY:

3           Thank you, Mr. Chairman.  I

4 don't have too much to report since your

5 last meeting.  But, first, I'm pleased to

6 report it looks like all four of our FERC

7 commissioners will attend your meeting in

8 connection with the SEARUC meeting.  And,

9 also, late last month Commissioner Moeller

10 and Commissioner Designee Cheryl LaFleur

11 testified at their joint hearing before

12 the Senate Energy Natural Resources

13 Committee, and last Thursday that

14 committee voted out favorably both

15 nominations to the full Senate.  There's

16 no indication yet when the full Senate

17 will take up those, but we hope it's soon.

18           So that's really all I have.

19 I'd like to now, unless y'all have any

20 questions, turn over to Doug Roe.  Doug is

21 going to give you all a little bit of an

22 update from our cost/benefit meeting

23 yesterday.

24      PRESIDENT SUSKIE:

25           Mr. Roe?
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1      MR. ROE:

2           Thanks, Patrick.  So good

3 afternoon and thank you.

4           In terms of the status of the

5 cost/benefit analysis, we are moving along

6 very nicely, and we had a very productive

7 meeting yesterday with the stakeholders.

8 At that meeting, CRA presented the results

9 for the -- yeah, the results of the base

10 case production costs, and we're working

11 with stakeholders to finalize the base

12 case by the end of next week.

13           Unfortunately, we were unable to

14 release the results ahead of the meeting

15 yesterday, and I'll give you a little

16 understanding of why.  Basically, each

17 time CRA is ready to hit and run on the

18 model, not only are there -- is there a

19 significant amount of time going into the

20 prep time required to hit run, but once

21 they hit run, it takes 48 hours to

22 actually complete the run, and that is

23 because there's 50 computers networked

24 together handling, you know, 8,760 hours

25 of data.  Now, even after that, there's
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1 about eight hours of post processing that

2 CRA has to complete.  So with that said,

3 you can understand the time constraints

4 that we have.

5           So on that note, CRA is working

6 extremely hard and on little sleep, I

7 might add, to make sure that they meet the

8 September 30th deadline.  However, it's

9 worth noting that any delays that we have

10 to the FERC setting obviously adversely

11 affect the schedule of the addendum

12 studies.  So in terms of maintaining our

13 schedule, we're planning to finalize the

14 base case with all the stakeholders by the

15 end of next week.  And Ben just sent an

16 e-mail about two hours ago to the E-RSC

17 exploder with a schedule of data

18 submissions and follow-up conference calls

19 that we're going to use to accomplish that

20 goal, to finalize the base case by the end

21 of next week.

22           And that concludes my update,

23 and I'll be happy to take any questions

24 you might have.

25      PRESIDENT SUSKIE:
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1           Any questions from stakeholders?

2           (No response.)

3           Seeing none, thank you for the

4 update.

5      MR. ROE:

6           Thank you.

7      PRESIDENT SUSKIE:

8           Next, a report from the SPP ICT,

9 ICT update.

10      MR. REW:

11           Morning, Mr. President,

12 Committee members.  I just have a short

13 update on the ICT stakeholder policy

14 committee meeting from this morning.

15 There were three major items that we spent

16 significant discussion time on.  The first

17 is the RMR displacement study, and we had

18 a lot of discussions about that activity.

19 The second is the supplemental curtailment

20 of transactions that are internal to

21 Entergy, and this is related to the TLR

22 process and identifying those transactions

23 internally which would impact facilities,

24 as well as those externally that are in

25 the NERC TLR process.  And the third is,
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1 we spent some time towards the end of the

2 meeting on the WPP process improvement and

3 had some discussion about, you know, the

4 work that was done already with the WPP

5 Working Group, looking at the potential to

6 expand the hours and discuss, you know,

7 potential impacts of that.  So those are

8 the three main items that we discussed

9 this morning.  And just kind of as an

10 encouragement, I'd like for the E-RSC to

11 consider using some of the working groups

12 that are already established to address

13 these issues that you have on your plate.

14 We already have the stakeholders that have

15 worked together and a process that allows

16 good discussion to occur.

17           So any questions for me or the

18 ICT?

19      PRESIDENT SUSKIE:

20           Is there anything -- on the last

21 recommendation, is there anything in

22 particular you would recommend?

23      MR. REW:

24           Well, we -- it's a recognition

25 that there are the stakeholder processes
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1 in place that have already looked at

2 several of these questions that are before

3 the E-RSC, and that they would be able to

4 continue facilitating those discussions

5 and provide any feedback, rather than

6 starting a new group.

7      PRESIDENT SUSKIE:

8           Okay.  Any other questions for

9 the ICT work group?

10           (No response.)

11           Thank you.

12           Next, go to E-RSC action items.

13 First, are -- two meetings ago, Entergy

14 proposed 205 filing rights for the E-RSC.

15 And do we have any update reports on that?

16 Or so-called 205 filing rights.  I don't

17 know what you should call them.

18      MS. DESPEAUX:

19           Thanks.  Yeah.  Last meeting we

20 actually had a slide there where we had

21 presented the actual language we would

22 propose to include.  Oh, it's up on the

23 screen.

24           Thank you, Ben.

25           We identified the language we
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1 would propose to include in it -- our

2 tariff, essentially, the 205 filing

3 language.  And we had a lot of discussion

4 about the words -- where is it -- oh,

5 after referral to the member state

6 agencies, and that had raised a lot of

7 questions in that.

8           And so what we were -- we were

9 going to get with the Working Group, and I

10 think the last Working Group meeting, we

11 just ran out of time, but our proposal

12 would be to go ahead and remove those

13 words from the proposed amendment.  So now

14 it would just say, the E-RSC Board of

15 Directors may, upon the unanimous vote of

16 all five of the E-RSC directors, direct

17 the transmission to file -- provider to

18 file, and we would do that for both of the

19 proposed amendments on the cost

20 allocation, as well as adding to the

21 construction plan.  And that's just -- you

22 know, we'll send out a revised tariff for

23 you guys to think about and see whether or

24 not that makes sense.

25      PRESIDENT SUSKIE:
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1           Okay.  It seems that that would

2 alleviate questions of each jurisdiction.

3      MS. DESPEAUX:

4           Yes.  They can -- however each

5 jurisdiction wants to handle it, they can

6 handle it.

7      PRESIDENT SUSKIE:

8           Good.  Anything else on that?

9      MS. DESPEAUX:

10           No.  That was -- I think that

11 was it.  That was the questions we had.

12      PRESIDENT SUSKIE:

13           All right.  Sam or Staff?

14      MR. LOUDENSLAGER:

15           Good afternoon.  I think what

16 I'll do first is, before I go into the 205

17 issue, which is where I'll spend most of

18 my time this afternoon, is just kind of

19 touch base on the -- where we're at, where

20 the Work Group is at with the enhancements

21 that had been addressed by the E-RSC.  And

22 so I'll just kind of walk through that

23 list.  You don't have anything in writing.

24           So, you know, the first issue

25 was on the three, five, ten-year planning
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1 process for transmission service, and

2 Entergy has undertaken a study to evaluate

3 those three options and -- or some subset

4 of those options, and I anticipate that we

5 will get the results of that sometime

6 within the next three days, five days, and

7 we'll report back to y'all on what we --

8 what's there and the Work Group's opinion

9 of the results.  So that one is under way.

10           We still have to get -- put

11 together a standardized -- standardized

12 list of the most sensitive and

13 confidential data, and the ICT is supposed

14 to be doing that with Entergy.  We need to

15 initiate a study, the ICT does, to

16 identify potential upgrades to minimize

17 TLRs and LAPs, and we'll be talking about

18 that at our Work Group meeting this week

19 after this meeting concludes tomorrow.

20           We've got the RMR issue, and

21 y'all are going to be presented with where

22 we're at on the scope of an RMR study this

23 afternoon.  TLR data reporting issues;

24 we've been working with the ICT on trying

25 to resolve some of those issues and hope



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 22

1 to have that taken care of here in the

2 next few weeks, and we'll provide y'all

3 with a status update at the June meeting

4 if we're not complete.  Metric reporting;

5 y'all saw the results of that at the last

6 meeting, and those have been shared, also,

7 with the stakeholders in our stakeholder

8 meetings.  It seems the one-shop stop --

9 one-stop shopping and the rate pancaking

10 issue are all still alive at the Working

11 Group level.  The issue of base case

12 overloads is subsumed in an earlier issue,

13 as is the validation of the ATC and AFC

14 calculations.

15           So we are -- I started kind

16 of -- I was a little concerned, because I

17 hadn't looked at this list in a while to

18 see where we might be status-wise with the

19 work that we've got, and it seems like

20 we're actually in pretty good shape.  So

21 there's that.

22           If y'all don't have any

23 questions on that, then I'm going to turn

24 to my presentation on the 205 questions.

25      PRESIDENT SUSKIE:
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1           So now you're on page 2 of the

2 slides?

3      MR. LOUDENSLAGER:

4           Yes, sir.

5      PRESIDENT SUSKIE:

6           Because we can't see that, so

7 we've got to look at the hard copies.

8      MR. LOUDENSLAGER:

9           Yes, sir; on page 2.

10      PRESIDENT SUSKIE:

11           Thank you.

12      MR. LOUDENSLAGER:

13           As the E-RSC has talked a little

14 bit in the past and, at least, from my

15 take, conceptually agreed upon, what we

16 were focused on in the Working Group is

17 coming up with recommendations that will

18 result in the E-RSC having some sort of

19 authority to direct Entergy to make

20 Section 205 filings.  Of course, nothing

21 would prohibit Entergy from filing its own

22 related 205 proposal, in a competing

23 proposal, and then nothing in the

24 recommendations would prohibit any other

25 entity -- or any entity from filing a 206
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1 complaint.

2           The E-RSC Working Group, Staff

3 Working Group, recommends that the E-RSC

4 seek the authority to direct 205 filings

5 on issues related to the functions of the

6 ICT, including the weekly procurement

7 process, transmission service requests

8 process, governance of the ICT, along with

9 cost allocation.  We believe that having

10 such authority should increase

11 transparency, improve accountability and

12 ensure equity in the provision of

13 transmission service in the Entergy

14 region.

15           Next slide, page 3; 4.

16      SECRETARY ANDERSON:

17           Can I ask a question, Sam?

18      MR. LOUDENSLAGER:

19           Yes, sir.

20      SECRETARY ANDERSON:

21           So you would -- if I understand

22 your recommendation, in addition to

23 attachment -- attachment T and K of their

24 tariff, you would -- you would also give

25 us authority to direct filing regarding
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1 C -- or, rather, to the OATT?  It would be

2 attachment C and E and S and V, as in

3 Victor, and W?

4      MR. LOUDENSLAGER:

5           Generally, that's the approach

6 we're taking.  And D.

7      SECRETARY ANDERSON:

8           And D, the studies.  Okay.  What

9 about -- what about K and T?  I'm just

10 curious, which would be transmission

11 planning --

12      MR. LOUDENSLAGER:

13           Yes, sir.

14      SECRETARY ANDERSON:

15           -- and pricing and re-dispatch?

16      MR. LOUDENSLAGER:

17           Yes, sir.  You're basically

18 looking at C, D, E, K, S, T, V and W.

19      SECRETARY ANDERSON:

20           All right.  Thank you.

21      MS. VOSBURG:

22           Sam, could you repeat those?

23      MR. LOUDENSLAGER:

24           Yeah.  C, D as in delta, E, K,

25 S, T as in Tom, V, W.
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1           And I guess my one point that I

2 really want to make very strongly today

3 is, if the E-RSC does not want us to go

4 down the path of looking at all of those

5 attachments and what's in those

6 attachments, we need to hear from you

7 fairly quickly, okay, in order to meet

8 deadlines, so...

9      PRESIDENT SUSKIE:

10           When you say, "fairly quickly,"

11 what do you mean by what you need to hear

12 from us?  Which to pursue?

13      MR. LOUDENSLAGER:

14           Paul, if I don't hear you guys

15 saying, don't pursue, we don't believe the

16 E-RSC needs to have any sort of directive

17 authority in attachment -- I don't know --

18 T, whatever the attachment is, I'd really

19 like to hear that.

20      PRESIDENT SUSKIE:

21           Y'all don't want to spend time

22 on something if there's no reason for it.

23      MR. LOUDENSLAGER:

24           Exactly; exactly.

25      SECRETARY ANDERSON:
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1           Mr. Chairman, my thought is, at

2 least, initially, that in each of those

3 areas, we need to have the ability to have

4 a say.  For example, in the -- in

5 attachment V, as in Victor, which covers

6 the WPP, you know, that -- that, I think,

7 down the road will be an issue we need

8 to -- we need to explore what kind of

9 changes -- what kind of changes, if any.

10 I think the same thing with the -- with

11 the functions and governance of the ICT,

12 which is in attachment S of the OATT.  It

13 seems to me those are -- it's not to say

14 we will exercise it, but we need to, I

15 think, have the ability to.

16      PRESIDENT SUSKIE:

17           So at this point, Sam, you want

18 guidance on what to look at, consider,

19 draft language, talk to Entergy about, but

20 not a vote on whether or not --

21      MR. LOUDENSLAGER:

22           I'm not -- I'm not asking for a

23 vote.  I'm just making sure that we're

24 moving in the direction that you guys want

25 us to be moving in.  So is that -- am I
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1 being clear?

2      PRESIDENT SUSKIE:

3           Yes.  I take it as, what

4 guidance -- if there's any of these that

5 are off the table at this point --

6      MR. LOUDENSLAGER:

7           Yes.

8      PRESIDENT SUSKIE:

9           -- or whether or not just to go

10 ahead and proceed with what authority the

11 E-RSC -- it doesn't mean we'd want that

12 authority, just continue to do the leg

13 work in order to discuss having that

14 authority.

15      MR. LOUDENSLAGER:

16           Yes, sir.

17      PRESIDENT SUSKIE:

18           Okay.

19      MR. LOUDENSLAGER:

20           And I guess the flip side is

21 true, too.  If there's something in the

22 OATT that's not part of the attachments

23 that y'all are focused on, we probably

24 need to hear that, as well.  I don't know

25 what that might be, but -- off the top.
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1      PRESIDENT SUSKIE:

2           I'll be curious as to Entergy's

3 thoughts on the various attachments.

4      MS. DESPEAUX:

5           Chairman, at this -- I mean,

6 this is the first we're seeing of this,

7 we're hearing of it, and it's obviously

8 much broader than we had proposed or

9 supported.  We'll look at it, but we

10 could -- we probably will have concerns

11 with these kinds of -- this scope of

12 (inaudible) 205 filing rights.

13      CHAIRMAN PRESLEY:

14           Speak up.  We can't hear you.

15      MS. DESPEAUX:

16           Oh, I just had to speak up.  I

17 said that this is obviously much broader

18 than what we had proposed or recommended,

19 and we -- you know, we could have concerns

20 with a number of these attachments, just

21 in terms of our ability to comply with

22 proposed changes.  But we're willing to

23 visit further on them, but it certainly is

24 much broader than what we had proposed or

25 that we think any other RSC has.
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1      PRESIDENT SUSKIE:

2           So y'all would be open to

3 visiting with Staff and the working groups

4 on these matters to say what you would

5 support, which ones you would  not and

6 why?

7      MS. DESPEAUX:

8           Did you ask me if we'd be

9 willing to?

10      PRESIDENT SUSKIE:

11           Yes.

12      MS. DESPEAUX:

13           Yes.

14      MR. LOUDENSLAGER:

15           Yeah.  This is just -- this is

16 Sam Loudenslager again.  Y'all need to

17 understand this is the first time this

18 information has gone out.  I didn't want

19 to present it to anybody until we

20 presented it to y'all, so y'all could rein

21 us in wherever we needed to be reined in

22 or redirect us.

23      PRESIDENT SUSKIE:

24           Mr. Field?

25      VICE-PRESIDENT FIELD:
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1           Thank you, Mr. Chairman.  This

2 is the first time that I've seen it, also,

3 so I may -- I may have some reservations,

4 as well, but I'm not prepared at this

5 time, Sam, to give the Staff any

6 direction.  But I do worry a little bit

7 about -- what does the word "direct"

8 Entergy -- is that the same thing as

9 ordering, or are we just requesting

10 them -- as five regulators, asking them to

11 file something?  I'm a little worried

12 about the jurisdictional issue and what

13 the state commissions might be giving up.

14      MR. LOUDENSLAGER:

15           I'm a nonlawyer.  I'm an

16 economist by background, and I'm looking

17 at four lawyers, so I feel kind of penned

18 in here.

19      VICE-PRESIDENT FIELD:

20           You usually do well.

21      MR. LOUDENSLAGER:

22           "Directive authority" is just a

23 phrase that I made up, because I'm not

24 sure what to call it.  It's been

25 characterized as some sort of rights, and
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1 I don't know that that's the right word

2 for it, the correct word for it.  And on

3 the jurisdiction issue, I don't know.  I

4 haven't given much thought to it, frankly,

5 Commissioner Field.

6      VICE-PRESIDENT FIELD:

7           Well, I'll try to -- I'll try to

8 get with my counsel and staff and try to

9 come up with some -- if I have some areas

10 of concerns, I'll try to get them to you

11 before the June meeting.  I'm not prepared

12 to do that now, of course, but we'll try

13 to do that.

14      MR. LOUDENSLAGER:

15           And y'all's consultants have

16 been very active in our group, so I

17 appreciate that, too.  So they're staying

18 on top of things.

19      VICE-PRESIDENT FIELD:

20           Thank you.

21      MR. LOUDENSLAGER:

22           Yes, sir.

23      PRESIDENT SUSKIE:

24           Ms. Despeaux, what would be your

25 take of -- be the proper way to explain
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1 this whole rights or direct or -- I mean,

2 ultimately, it's Entergy's authority.

3      MS. DESPEAUX:

4           It is our authority, and I

5 certainly -- to where Commissioner Field

6 was asking the question about whether it's

7 request or direct, I mean, certainly, if

8 it is more of the request language, that

9 you could request us to file a 205 -- I

10 mean, you know, some of these -- we might

11 be more comfortable with a broader group

12 there, but when it's directing us and we

13 have no alternative but to file it, that's

14 a much more significant issue for us in

15 terms of the way we -- you know, the

16 operation of the business, the compliance

17 with the tariff and everything else.

18      PRESIDENT SUSKIE:

19           So you could possibly categorize

20 these as some of these could be direct --

21      MS. DESPEAUX:

22           Yeah.  I --

23      PRESIDENT SUSKIE:

24           -- and some could be requested?

25      MS. DESPEAUX:
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1           Exactly.  Our two were direct.

2 I mean, our two proposals, we supported

3 you being able to direct us to file it,

4 and we had no choice.  But once you get

5 into all these areas and, you know, the

6 amount -- the volume of this tariff and

7 what it could potentially have the ability

8 to direct us to file, that's very

9 significant, and, you know, I think that

10 could raise concerns.  But, certainly, the

11 two we were very -- we were comfortable

12 with you guys to have the ability to

13 direct were cost allocation, in addition

14 to the construction plan.

15      PRESIDENT SUSKIE:

16           Do you think -- so a possible

17 solution would be, the two would be

18 direct, maybe more, whatever y'all would

19 be comfortable with, and then the ones

20 that you have a concern with could be just

21 request language?

22      MS. DESPEAUX:

23           Yes.  That might be something

24 that we could work through, yes.

25      MR. BOOTH:
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1           Mr. Chairman?

2      SECRETARY ANDERSON:

3           Before you pull that, keep in

4 mind that this merely -- this doesn't make

5 the filing.  They can support the filing

6 or oppose it.  So, you know, it doesn't

7 automatically occur.  The second is, it

8 takes a vote of all five of us -- it takes

9 a unanimous vote of the Committee to do

10 anything here.

11      PRESIDENT SUSKIE:

12           That's true.

13           Mr. Booth?

14      MR. BOOTH:

15           Just to echo what the

16 Commissioner said, I think the concept

17 was, and the way it works in SPP is, the

18 SPP RSC directs SPP to make a filing.  SPP

19 has the ability to protest the filing or

20 file an alternative.  FERC is the ultimate

21 arbiter of which proposal is accepted.  So

22 when you say the E-RSC would direct

23 Entergy to make certain filings, suggest

24 that Entergy make the other filings, are

25 you suggesting that the filings that are
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1 directed are not opposed and are accepted

2 by Entergy?

3      MS. DESPEAUX:

4           No.  I believe the language that

5 we had, the 205 language, we did reserve

6 our right to oppose, because we

7 contemplated and we really were trying to

8 kind of mirror what SPP has with respect

9 to that authority.

10      MR. BOOTH:

11           I think any proposals that an

12 ERC Working Group would recommend to the

13 E-RSC to direct Entergy to file will be

14 proposals that the Working Group works

15 through with Entergy.  So I guess I don't

16 understand the difference.  I don't

17 understand why you want to have some that

18 are suggestions, which may or may not be

19 filed when you have the ability to protest

20 or file an alternative, and why others

21 would be directing.

22      MS. DESPEAUX:

23           Because under the ones where we

24 are directed to file a 205 that you

25 unanimously support, that's a different
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1 standard at the FERC than the 206, which

2 is what the current -- the other

3 alternative would be.

4      MR. BOOTH:

5           But in any case, Entergy could

6 still file an alternative, and FERC would

7 ultimately decide?

8      MS. DESPEAUX:

9           Yes; yes.

10      MR. BOOTH:

11           Okay.  Thanks.

12      PRESIDENT SUSKIE:

13           All right.  Any other questions,

14 comments?

15           (No response.)

16           I would --

17           Sam?

18      MR. LOUDENSLAGER:

19           No.  I was just wondering if

20 Commissioner Anderson had a question.

21      SECRETARY ANDERSON:

22           No.  I've already said what I

23 guess I -- what I wanted to say.

24      MR. LOUDENSLAGER:

25           Yes, sir.  You're ready for me
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1 to move forward?

2      PRESIDENT SUSKIE:

3           Well, I guess at this point, is

4 there anything we want to limit them to

5 explore and look at and, obviously, vet

6 these issues with Entergy since this is

7 the first time it's come up?

8      VICE-PRESIDENT FIELD:

9           I think they should proceed.

10 I'm not prepared to support or --

11      PRESIDENT SUSKIE:

12           Unsupport.

13      VICE-PRESIDENT FIELD:

14           Right.

15      PRESIDENT SUSKIE:

16           So just proceed with those that

17 are out there and start with the Working

18 Group working with Entergy.

19      MR. LOUDENSLAGER:

20           Okay.  We'll do that.

21           We also think that the ICT

22 should have the ability to present issues

23 and proposed OATT changes for the E-RSC to

24 consider.  I think that's kind of a

25 natural thing that will occur, but I also
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1 wanted to just state it, that we felt like

2 that was something that should happen.

3 And, in that case, the E-RSC would take

4 the ICT recommendations under advisement,

5 and, with the appropriate motion, could --

6 and, again, I use the word "direct."  I

7 don't mean anything in a legal sense by

8 that.  Okay?  It's just a word for me --

9 direct Entergy to make whatever is the

10 appropriate 205 filing.  And then we move

11 into specific areas.  And the Working

12 Group recommends the E-RSC have authority

13 to direct the filing of OATT changes in a

14 number of areas, as I've already kind of

15 run through with Commissioner Anderson.

16           First up, this is page 5.

17 Changes to the methodologies used for

18 assessing available transmission capacity,

19 including the calculation of AFC; changes

20 to the long-term transmission service

21 study process; changes to the process and

22 standards for the construction and

23 transmission planning process; changes to

24 the criteria that would determine whether

25 an upgrade is base plan or supplemental
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1 funded.

2           Page 6.  Changes to the existing

3 ICT functions in governance, including

4 areas of reliability, transmission

5 service, interconnection service, the

6 weekly procurement process and funding;

7 changes to the cost allocation

8 methodologies that are associated with the

9 base plan and supplemental upgrades;

10 changes to the weekly procurement process.

11           Page 7.  Any changes that need

12 to be made to the agreement between ICT --

13 the ICT and Entergy.  The last item is

14 a -- it ties directly back to one of the

15 areas that the RSC is responsible for and

16 the SPP RTO region, and that is changes

17 and adjustments to the long-term capacity

18 and resource adequacy for the region.

19           And we had a discussion, I guess

20 about this, on our last Working Group

21 conference call, so that's the one thing

22 that's not part of the OATT that we wanted

23 to bring forward for y'all's

24 consideration.

25           That's it.  I mean, a few pages,
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1 but that's a lot, a heck of a lot.  And

2 just as an editorial comment, so take it

3 for what it's worth:  Yeah, there's a lot

4 more in here than you will find any other

5 regional state committee or organization

6 of regional states -- that they have

7 currently, but, also, in those areas, you

8 have markets.  We don't have that here.

9 So just take that for what it's worth.

10           Open to any questions.

11      PRESIDENT SUSKIE:

12           The question I have is,

13 obviously, Entergy has already proposed

14 language for two changes.  Do we think we

15 could get some consensus, I assume,

16 between the Working Group and Entergy on

17 those two and then, possibly, some more by

18 our next meeting?

19      MR. LOUDENSLAGER:

20           Sure.  Yes, sir.  I mean, I will

21 work towards consensus on everything,

22 without a doubt.  It's just time is my

23 enemy.

24      PRESIDENT SUSKIE:

25           Yeah.
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1      MR. LOUDENSLAGER:

2           I think time is Entergy's enemy,

3 too, so...

4      PRESIDENT SUSKIE:

5           See any problem from Entergy's

6 side?

7      SECRETARY ANDERSON:

8           Mr. Chairman, while they're

9 conferring, the reason that I -- at first

10 blush, why I agree with this is that the

11 power or the authority that we'd be given

12 with respect to attachment T and

13 attachment K, those -- those decisions

14 are -- they necessarily affect these other

15 powers.  In other words, these -- each of

16 these attachments, each of these areas,

17 really aren't walled off into discrete --

18 discrete powers.  The, you know, cost

19 allocation on transmission necessarily

20 affects, I think, you know, ICT functions

21 and -- as well as transmission service

22 requests, in other words, the process.

23 Whatever we decide, if we decide anything

24 on cost allocation, at least, I'd be

25 concerned -- we'd have to put in
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1 another -- in one of the other -- in other

2 attachments, we'd need changes to reflect

3 the standard by which the ICT, you know,

4 evaluates the project.  Let's say an

5 economic project or a reliability, you

6 know, what's the -- what's the criteria?

7 Is it -- is it production cost savings?

8 If so, for what period of time?  Would

9 that be in a different attachment?

10           That's just one example.  And it

11 seems to me ICT governance is one of the

12 criticisms that gave rise to this

13 Committee, was that the ICT wasn't

14 functioning really well, apparently, and

15 that their hands were tied as a result of

16 the agreement between them and Entergy.

17 So if we don't have the ability to, at

18 least, get into that area, it's hard to

19 see how we work on that problem.

20      PRESIDENT SUSKIE:

21           Good point.  Thank you.

22           Ms. Despeaux?

23      MS. DESPEAUX:

24           To Commissioner Anderson's

25 questions or points, we think, you know,



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 44

1 if the -- you know, the six-year versus

2 the ten-year on an economic transmission

3 project, what the rate payback period is,

4 I think that will be part of your

5 consideration in determining whether or

6 not to add a project to the construction

7 plan, which you do have the authority for.

8 And in terms of the allocation of those

9 projects, you also have -- what we would

10 propose is to also give you filing -- 205

11 filing rights to change the allocation.

12 So I think what we're currently proposing

13 would allow you to address both of those

14 issues.

15           In terms of working to

16 consensus, certainly, we are -- you know,

17 we're willing to work to consensus.  We've

18 been trying on the two amendments that we

19 have proposed.  I don't have

20 authorization, though, today on any of the

21 other recommendations, but we'll

22 certainly -- we're certainly willing to

23 work with the Working Group.

24      PRESIDENT SUSKIE:

25           And I don't think anybody is
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1 expecting us to vote on that today.  I

2 think it was -- they want guidance -- do

3 we want Staff to spend the time to pursue

4 those additional items than the two you've

5 already offered on.

6           Anything else on those?

7           (No response.)

8           Anyone?

9           Sam?

10      MR. LOUDENSLAGER:

11           I'm done.

12      PRESIDENT SUSKIE:

13           You're done?

14      CHAIRMAN PRESLEY:

15           Another question.

16      PRESIDENT SUSKIE:

17           We've got a question on the

18 floor.

19           Jennifer?

20      MS. VOSBURG:

21           Just to get a little

22 clarification exactly what the Working

23 Group would be doing with the other

24 attachments.  C, D and E, I know

25 (inaudible) spent two years going through
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1 those attachments line by line and they've

2 stayed in front of her for a while now.

3 What exactly will the Working Group be

4 taking on there?  Will it be an in-depth

5 review, issue specifics?  Just kind of a

6 scope.  You might not have decided yet.

7 Just to get a little bit more information.

8      PRESIDENT SUSKIE:

9           I'll try to answer it first.  I

10 think the scope issue is whether or not

11 the E-RSC has the authority to direct or

12 recommend changes, not any changes at this

13 time, whether the authority under an

14 enhanced ICT, along those lines.  Then if

15 you get to the point where do changes need

16 to be made, that's where, obviously, you

17 have the stakeholder process to come up

18 with.  What is the best policy?  It would

19 be great and wonderful if everybody in the

20 room agreed to what those would be.  I

21 think that's how -- as I perceived,

22 they're not looking at what changes to be

23 made, but the question would be, would or

24 should the E-RSC have the authority to

25 direct, request or the right, however you
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1 want to phrase it, to make those changes

2 that are in an enhanced ICT.

3           Does that answer your question?

4      MS. VOSBURG:

5           I think so.  It's just, knowing

6 that there's so much on the plate, and

7 we're taking on -- you know, this is going

8 to be a long-term project.  We're just

9 starting to dig down into these

10 attachments.  Not that -- we think it's a

11 good idea.  We're just trying to figure

12 out exactly sort of the tasks moving

13 forward.

14      COURT REPORTER:

15           I'm sorry, Jennifer.  I can't

16 quite hear you.

17      MS. VOSBURG:

18           Taking on all these tasks --

19 taking on all the tasks and at different

20 projects, you know, exactly how deep down

21 we drill into these attachments.  That was

22 it.

23      PRESIDENT SUSKIE:

24           I think the idea is because --

25 as Sam pointed out, as you can probably
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1 tell by his work level and probably bit of

2 a frustration level, is because of the

3 short amount of time between now and when

4 the ICT expires, is before you delve into

5 those detailed issues, what authority

6 would the E-RSC have to direct, require or

7 request to be filed.  I think that's the

8 short-term issue.  Then longer term is

9 what are those changes that need to be

10 made.  And I guess we can always request

11 changes, you know, whether it's under

12 tariff or not.  Now, probably have a

13 little bit of a firm thumbs up on it, if

14 they've granted tariff changes, this E-RSC

15 could request, but along those lines.

16           Anything else?  Any other

17 questions.

18           (No response.)

19           Sam?

20      MR. LOUDENSLAGER:

21           I think that's it for me.

22      PRESIDENT SUSKIE:

23           All right.  Thank you.

24           Next, Phil Movish with the RMR

25 study task force.
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1      MR. MOVISH:

2           Good afternoon.  What I'd like

3 to do is just give you an update as to

4 where we stand on the RMR study.  I think

5 the first thing you'll note is we renamed

6 it.  It's now called the Minimizing Bulk

7 Power Supply Costs Study.  I think that

8 better fits what we're trying to achieve.

9 I want to start with maybe just a little

10 bit of a brief history to explain how we

11 got to where we are today with the draft

12 scope.

13           This subject regarding RMR --

14 Entergy's RMR units was discussed back in

15 September, October time frame by members

16 of the LTTIWG, and I think back in --

17 actually, in January of this year -- or

18 January, excuse me, LTTIWG recommended

19 that the ICT go forward to do a study

20 investigating Entergy's RMR units to see

21 if the alternatives to eliminate them

22 would significantly reduce their

23 operation.  That was essentially a

24 transmission-related study.  When the

25 E-RSC Working Group considered the
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1 enhanced ICT items, one of the things that

2 received a lot of discussion and a lot of

3 comment was, once again, the subject of

4 Entergy's RMR units.  And including by

5 listening to a lot of comments from

6 stakeholders which were submitted, that

7 was one of the items that the Working

8 Group put together in its recommended list

9 of items that be investigated as part of

10 the enhanced ICT arrangement, should that

11 come to pass.

12           At the March -- last month's, or

13 March's E-RSC meeting, Commissioner Fields

14 provided some additional comments on the

15 issues related to the RMR units and

16 Entergy's legacy generating units that are

17 operated to provide both RMR and system

18 flexibility requirements.  And

19 Commissioner Fields did issue a request at

20 that point for the E-RSC Working Group to

21 try to come up with -- come up with an

22 investigation into those issues.

23           What we've done is -- as a

24 result of the March meeting, is form an

25 RMR task force, and I'll tell you, the
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1 task force that we put together very

2 quickly is ad hoc.  It consists of a

3 number of members of the E-RSC Working

4 Group, representatives of SPP, the ICT and

5 other stakeholders from around Entergy's

6 footprint.  And we tackled the -- in the

7 course of last week, we tackled the

8 problem of trying to develop very quickly

9 a consensus scope, and where we started,

10 there was tremendous divergence of

11 opinion.  There is a very large universe

12 as to what people envision this study

13 should encompass and what it should be.

14 During the course of the week, we've come

15 to the point where we now have a draft

16 scope.  You each have copies of it.  And

17 it is still in draft form.  And that is

18 our consensus scope study.

19           The ICT is going to take

20 ownership of responsibility for getting

21 this study done.  They're going to be

22 retaining a third-party consultant in

23 order to accomplish it.  The study,

24 itself, looking at the -- or thinking

25 about the draft scope for a minute -- it
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1 appears there's an extra slide that's

2 duplicate with the wrong title.

3           But this study is really going

4 past where it started with the original

5 study that was envisioned by the LTTIWG.

6 The original study, it was basically just

7 a transmission study looking at how do you

8 reduce or use transmission alternatives to

9 reduce or eliminate the need for the RMR

10 units.  The current draft scope and what

11 it's involved in right now is one that

12 encompasses everything that the original

13 LTTIWG study that was going to be done by

14 the ICT included, but it's gone further.

15 And the scope, as -- the draft scope, as

16 it currently exists today, is going to

17 look at -- it's going to try to determine

18 what, if any, transmission expansion,

19 reconfiguration or upgrades can reduce the

20 production costs of Entergy related to the

21 operation of their RMR units.  In addition

22 to that, it's going to distinguish between

23 units just used for RMR or voltage support

24 type purposes to prevent transmission

25 overloads and/or Entergy units that are
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1 being operated to provide the system's

2 flexibility requirements.

3           And this is no longer just

4 transmission study.  We've now added a

5 second element.  The study itself is going

6 to include both power flow models to

7 models looking at the transmission

8 alternatives, and then it also goes to the

9 next step, going to the production cost

10 models, which are going to delve into the

11 economics of placing the RMR units and --

12 or displacing the RMR units and reducing

13 their operations and/or making changes in

14 Entergy's operations to provide its system

15 flexibility, its load-following markets

16 from the marketplace.

17           We have identified at this point

18 in the draft scope a number of units that

19 are going to be studied, that are going to

20 be studied individually.  These are the

21 units that are the -- have the highest

22 capacity factors.  They follow

23 Commissioner Field's criteria from the

24 March -- March E-RSC meeting as to

25 efficiency and their run.  And we're going
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1 to step down in a priority list, starting

2 with Lewis Creek, as you can see, all the

3 way down through Rex Brown.

4           There are a number of other

5 units that are also listed as providing

6 RMR functions for Entergy, but they are

7 operating at very low annual capacity

8 factors, and it was a consideration of the

9 task force at this point, to get the best

10 bang for the buck, we should concentrate

11 on the higher capacity factor units and

12 what they're running and running in watt.

13 Each unit is going to be studied

14 independently, power flow and production

15 costing.

16           For the purposes of the study,

17 it's anticipated at this point that both

18 the 2013 and 2022 are going to be studied

19 as a base utilizing the models which were

20 developed for the CRA study -- or CBA

21 study, excuse me, by CRA.  This study is

22 going to try to identify and determine

23 whether this entire group of units on the

24 list that we have right now can either be

25 totally eliminated or significantly
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1 reduced by, one, accomplishing

2 transmission projects, and, two, acquiring

3 or making utilization of existing

4 resources in the market.

5           One thing this study is not

6 designed to do at this point is to be a

7 full-blown retirement study.  It is

8 considered outside the scope of looking at

9 the actual issues related to retirement of

10 Entergy's legacy fleet and replacement

11 with other units.  That's not our goal.

12 Our goal is to see if there are other

13 existing resources in Entergy's footprint

14 that can economically replace the function

15 and operation of the existing units used

16 for RMR and system flexibility.  Each

17 unit, again, will be looked at

18 individually.  There will also be a run

19 that looks at the entire universe of that

20 group of units.

21           And then, lastly, there is going

22 to be a stab at looking at the optimal

23 solution.  Some units may be able to be

24 eliminated from transmission.  Some may

25 just be able to be reduced in operation
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1 with the additional transmission.  And

2 then, of course, the bottom line is to

3 look at the economics of these

4 alternatives and see if there's an optimal

5 solution set.  That was a long sentence,

6 and I apologize for that.

7           Where we're going from here is

8 that -- next steps -- as I told you, this

9 is a draft scope.  The task force is going

10 to coordinate with Entergy.  Entergy has

11 already provided guidance on the draft

12 scope.  We need to meet with Entergy for

13 some significant clarification and to

14 discuss the actual data requirements that

15 are going to be needed for this study,

16 because they're a little bit different

17 than other studies that we've done.

18           The other thing we indicated --

19 the task force indicated it would do, we

20 indicated that we would -- at the last

21 Working Group meeting, we indicated to the

22 stakeholders that we would provide the

23 draft scope to all stakeholders to give

24 them an opportunity to chime in and

25 comment so that we can bring this to a
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1 conclusive finalization in order to move

2 forward.  And then we will continue to

3 report our progress.

4           What we would ask today of the

5 E-RSC would be just to obtain some

6 guidance that you believe we're going in

7 the right direction with this.  It's not a

8 final scope today, but I think this is a

9 scope that now, as exists, it's not too

10 far off base.  It does need some

11 refinement.  It definitely needs the

12 consideration of input from stakeholders.

13 But it's one that will delve into the

14 subject of the RMR units.  It also will

15 delve into the subject of the system

16 flexibility, because those are almost one

17 and the same units that are operating to

18 provide those two functions for Entergy,

19 to see if there's a higher efficiency,

20 better alternative out there than what's

21 been done historically.

22      PRESIDENT SUSKIE:

23           Commissioner Field?

24      VICE-PRESIDENT FIELD:

25           Phil, I think, from what you
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1 outlined and presented to us today, that

2 you're on the right track.  I think these

3 units do have to be studied individually

4 and may have unique situations that

5 require them to keep operating and so

6 forth.  I met with Mr. Hurstell, and I

7 think the Working Group has, too.  So I

8 think you're on the right track.  I'm

9 pleased with the progress made to date,

10 and that's my input.

11      MR. MOVISH:

12           It's been a busy week.

13      PRESIDENT SUSKIE:

14           Thank you for the work.

15           Ken?

16      SECRETARY ANDERSON:

17           Yeah.  I agree with Commissioner

18 Fields.  I do have one question.  In doing

19 the production cost analysis in terms of

20 whether it's cost effective transmission

21 alternatives, what -- what assumption are

22 you making in terms of payback?

23      MR. MOVISH:

24           I'll tell you what.  I need to

25 -- I need to bare my soul and let
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1 everybody here know that I am

2 hearing-impaired.  With the background

3 noise we have in this room, I will have

4 trouble answering questions, but Carl is

5 going to -- Carl Monroe is going to second

6 for me a little bit here on this.

7      MR. MONROE:

8           And you were asking specifically

9 how long the payback will be?

10      SECRETARY ANDERSON:

11           Well, I -- just what assumption

12 are you using in your -- in the study in

13 terms of when a transmission -- when

14 transmission is cost effective.

15      MR. MONROE:

16           Yeah.  I suspect that -- there

17 are reliability-related issues for

18 transmission, and that will be some

19 determination of are you willing to spend

20 that much for transmission just for

21 reliability purposes to get rid of the

22 RMRs.  But the production costing, I think

23 was the one that you were asking about.

24      SECRETARY ANDERSON:

25           Exactly.
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1      MR. MONROE:

2           And the normal way that we've

3 done these studies before is just look

4 like at the annual revenue requirement of

5 the transmission versus the annual savings

6 so that we don't try to do any, you know,

7 forward looking or future looking.  So

8 we're looking at what savings would we

9 get --

10      SECRETARY ANDERSON:

11           So it's immediate -- basically,

12 it's immediate savings, not savings over

13 any particular time period?

14      MR. MONROE:

15           That's generally -- that's

16 something else we can bring up, but that's

17 generally the way we've looked at those,

18 yes.

19      SECRETARY ANDERSON:

20           All right.

21      PRESIDENT SUSKIE:

22           Any other questions?

23           (No response.)

24           I would just echo what

25 Commissioner Field said.  I believe y'all
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1 are moving in the right direction and look

2 forward to y'all clarifying the scope and

3 working with Entergy and other

4 stakeholders on this task force.

5      MR. MOVISH:

6           Thank you, Chairman.  We'll move

7 forward.  I actually heard you.

8      PRESIDENT SUSKIE:

9           Okay.  Thank you.

10           Next -- we're actually making

11 very good timing today.  I had added

12 "Other action items," in case an E-RSC

13 member had any action item to be

14 addressed.  I did not have any in

15 particular under that.  And then the --

16 No. 8 under that is, we have a -- I'd like

17 to offer up that I anticipate that the

18 June -- day two of the June E-RSC meeting

19 will be an opportunity to, hopefully,

20 address a lot of the matters about

21 enhancements to the ICT.  That was our

22 goal.  If there's any resolutions or

23 policy statements, since we've been in

24 existence about six months at that time,

25 that anybody thinks the E-RSC should
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1 consider, I'd like to encourage anybody to

2 submit those to E-RSC members or the

3 Working Group to talk about that for day

4 two of our June meeting, if you have

5 anything along those lines.  So that's all

6 I have on the agenda for action items.

7           Now, we have presentations.

8 Should we take a break first, or how long

9 will the first presentation take?

10      MR. LOUDENSLAGER:

11           Sam Loudenslager.  Yeah.  I've

12 been told that some of the presenters on

13 the flexibility issue aren't here this

14 afternoon.  So as far as I know, all the

15 other presenters are here for the things

16 on the agenda, Paul.

17      PRESIDENT SUSKIE:

18           Sure.  Because I figure we could

19 probably save the flexibility matter till

20 tomorrow.  But data collection,

21 maintenance issues, any -- we put that.

22           Is there any particular

23 presenter on that, Sam, from the Working

24 Group?

25           Essentially, what that issue
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1 is -- because Entergy, I believe, has

2 raised a really good point -- if the

3 Working Group needs to get confidential

4 data, how do we handle that?  Obviously,

5 if there was a docket opened in each

6 commission or at each jurisdiction, that

7 could be handled.  One idea is, possibly,

8 FERC could have a docket, and then

9 everybody be parties to that docket to

10 share information, because the issue

11 becomes, a Staff member gets confidential

12 information from Entergy; how do they

13 share it with us without some type of

14 protections of a docket or so forth.  So I

15 offer this up to ask how should

16 confidential information be handled,

17 whether it's in a docket at -- a generic

18 type docket opened at FERC, all the

19 parties intervene, and as a result,

20 information can be shared through there,

21 or each jurisdiction open a docket that

22 the information could be shared through

23 that docket.  It's kind of an interesting

24 issue.

25           Kim, do you have any thoughts on
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1 that issue?

2      MS. DESPEAUX:

3           To be honest, I -- okay.  I

4 don't know that I have any suggestions at

5 this point.  We did work out nondisclosure

6 agreements with the Working Group.  The

7 one -- and I don't know if it's a concern,

8 but it's just something that came to mind

9 in terms of, I know there's ex parte

10 issues in all -- you know, all -- or, at

11 least, some of the jurisdictions, and I

12 just didn't know how opening up a docket

13 related to these issues could possibly

14 affect our ability to actually have

15 discussions with you on an ongoing basis.

16 We really would like to on a number of

17 these issues.

18      PRESIDENT SUSKIE:

19           Yeah.

20      MS. DESPEAUX:

21           So I'd have to -- if it's okay,

22 I'd like to think about it just a little

23 bit further, and, you know, we can visit

24 this evening, maybe, and see if we can

25 come up with some recommendation for you
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1 for tomorrow.

2      PRESIDENT SUSKIE:

3           Sure.  That would be good.  And

4 you've raised an excellent point, because

5 the E-RSC as an entity has no authority to

6 deem something confidential.  But as --

7 under individual states, we can, or,

8 possibly, FERC could.

9           Patrick, you have a microphone

10 in your hand; may indicate you have

11 something to say?

12      MR. CLAREY:

13           We actually talked about this

14 last week with some folks back at FERC.  I

15 think we have a concern opening up a

16 docket, whether it be an AD or an ER

17 docket you have or an ER docket at FERC,

18 because of some of the concerns that Kim

19 mentioned, ex parte concerns.  So I think

20 our view is that we want you all or

21 something in your state or, you know,

22 found a state docket that that would be

23 appropriate in rather than FERC.

24      PRESIDENT SUSKIE:

25           Mr. Booth?
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1      MR. BOOTH:

2           Patrick, do you think we could

3 use ERO for a 1065?  It's already in the

4 ICT docket.

5      MR. CLAREY:

6           We had -- we had some

7 significant discussions with our office,

8 our general counsel office.  I don't think

9 that's appropriate because of the ex parte

10 concerns and all the pending matters.

11      PRESIDENT SUSKIE:

12           Ms. Burrows?

13      MS. BURROWS:

14           I was just going to -- the issue

15 is about if the Working Group receives

16 confidential information, that we dispute

17 whether it should be, in fact,

18 confidential and kept from being

19 distributed openly to the stakeholders,

20 and so we're going to work with Entergy on

21 that.  I've already been dealing with Greg

22 about that.  But the question is -- and

23 it's my understanding the FERC docket

24 isn't going to be an option, so it may be

25 that each respective commission has to
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1 open a simultaneous docket, because the

2 question is, who is going to adjudicate a

3 dispute about whether something, in fact,

4 should be protected from disclosure.  So

5 we've already executed NDAs and given

6 those to Entergy to get the information,

7 but it's then the next step, if we think

8 it needs to be distributed or it needs to

9 become public so that you all can do your

10 work.  And so -- but we're working with

11 Entergy on that.  It may -- it sounds

12 like -- because I just heard this this

13 morning, that FERC isn't -- doesn't think

14 it's a good idea to open a FERC docket.

15 We may have to get each respective state

16 commission to open a docket or all of you

17 would agree that one particular state can

18 be the arbiter of that dispute.  But

19 that's still -- we're still trying to

20 figure that out.  We'll work with Entergy

21 on it, like we do with everything else.

22      PRESIDENT SUSKIE:

23           Okay.  I just want to raise the

24 issue that's been brought up.  It creates

25 a good legal conundrum since the --
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1      MS. DESPEAUX:

2           Another one.

3      PRESIDENT SUSKIE:

4           -- E-RSC has no state authority,

5 unless FERC recommended some authority.  I

6 don't know if FERC can.  Very interesting

7 issues.

8           Okay.  With -- Commissioner

9 Field?

10      VICE-PRESIDENT FIELD:

11           Are any jurisdictions given

12 prohibitions against ex parte

13 communications?

14      SECRETARY ANDERSON:

15           We have in Texas, if it's a

16 contested case, but if it's a rule-making,

17 there is no prohibition.  The question --

18 Richard, maybe you know offhand; I just

19 don't recall.  I know, in contested cases,

20 you can file under seal.  Do you know of

21 rule-making projects that third parties

22 can file?  I just don't recall.  I don't

23 recall seeing it, because I don't know

24 that it's --

25      MR. GREFFE:
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1           No.  I'm not -- I'm not aware of

2 any case in rule-making where confidential

3 information was filed or filed under seal.

4 There are certain procedures from

5 settlement negotiations in cases where

6 documents can be provided -- can be filed

7 under seal.

8      SECRETARY ANDERSON:

9           The problem is, if we open up a

10 contested case, then the ex parte rules

11 apply.

12      MR. GREFFE:

13           Yeah.  I guess the one issue

14 that I've raised in our discussions on

15 this so far is that, as a state agency,

16 we're also bound by records acts, by

17 records retention requirements.  I just

18 received some modifications to the

19 proposed NDA that our attorneys are --

20 have suggested to reflect that, but we

21 haven't addressed the other question to

22 make some decisions on what is or is not

23 confidential.

24      PRESIDENT SUSKIE:

25           Maybe some of our smart lawyers
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1 can come up with some brilliant solutions

2 to this question.  Anything else on that

3 topic?

4           (No response.)

5           With that, let's take -- we're

6 probably going to take about a 20-minute

7 break at this point.  We've got some items

8 we need to take care of back home in

9 Texas.  But let's take a break.  Thanks.

10 (Recess.)

11      PRESIDENT SUSKIE:

12           We have two more presentations.

13 Carl Monroe's TLR LAP primer will be done

14 today, and the other three for the

15 flexible capacity will be tomorrow,

16 because I think some of those participants

17 were expecting to give that tomorrow.  So

18 the good news is it looks like we'll get

19 out a little bit early today.

20           So with that, Mr. Monroe, please

21 proceed.

22      MR. MONROE:

23           Thank you, Chairman and

24 President.

25           We've got a presentation that we
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1 sent out, and I'll tell you, the

2 presentation that we're using is something

3 that we use within SPP to kind of educate

4 market participants and other parties

5 about what congestion is, what is TLR and

6 how do we use it.  So I may skip through

7 some of the slides that aren't as

8 applicable in the Entergy system.  But

9 just to give you a flavor for what both

10 happens within the Entergy, what is TLR,

11 why do we use it, and then, also, you

12 know, some other things having to do with

13 it.

14           LAPs, we look at as similar

15 as -- as we talked about this morning.

16 Don presented how we're going to deal with

17 LAPs and doing local congestion.  So I

18 just want to go through that primer so we

19 kind of all are on the basis of

20 understanding, when we present the metrics

21 about TLR and LAP, what we're really

22 talking about.

23           So go to the next slide.

24           And this -- again, this primer

25 goes through a lot.  You kind of know what
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1 the bulk electric system is.  We'll talk

2 about the rest of these issues.

3 Particularly, the last one, I'll skip

4 over, unless somebody is really interested

5 in SPP's congestion management.

6           The bulk electric system --

7           We can go ahead.  Go ahead.

8           It's just a -- really, a bulk

9 electric system is what we call

10 transmission.  The way we look at it at

11 SPP is that transmission that's under the

12 SPP control or under the SPP tariff, and

13 so that, from our perspective, is what the

14 bulk electric system is used for.  And,

15 again, the purpose originally was just to

16 deliver from local generation to local

17 load with the transmission systems taking

18 on a lot more -- a lot more reasons to be

19 there.  A lot of it have to do with,

20 again, reliability of delivery, but also

21 having to do with economic capability to

22 interchange economic energy.

23           You can go to the next one.

24           Again, SPP --

25           Go to the next one.
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1           And then it's just -- you've

2 seen these things before about how we

3 explain the bulk electric system from

4 generation, transmission, distribution and

5 delivery.  And in terms of -- I don't know

6 if we need to go through any of these.

7           Go ahead.  Go ahead.

8           Again, we look at actually

9 transportation and interchange

10 transactions as being the way in which

11 parties actually exchange energy.

12           You can go ahead.

13           This goes through some examples.

14 If you want any detail, if anybody wants

15 to delve into any of these, let me know.

16 I want to get to the TLR page.

17           So what causes loading on the

18 transmission system?  If we're going to do

19 a transmission loading relief, we've got

20 to understand what the relief is trying to

21 relieve from the loading.  Okay?  So what

22 causes loading on the system?  Generally,

23 the loading is caused from generators

24 serving load, or a generator generating

25 electricity that's delivered to load.
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1 That causes loading on the transmission

2 system.

3           There are -- actually, the way

4 we look at it in SPP, there's really two

5 things that we can -- we can put those

6 into two buckets, one we call

7 unscheduled -- or scheduled flow and one

8 we call unscheduled flow.  Okay?  Now, an

9 SPP in Entergy, most of that scheduled

10 flow come from tags, what they call

11 schedules, which is usually point-to-point

12 kind of transactions that take place.  And

13 those are scheduled, and those being

14 scheduled, they're fairly -- they're

15 somewhat easy to determine what the impact

16 is going to be on every transmission

17 element from that schedule, and so we have

18 ways to do that.

19           But then you have the

20 unscheduled flow, and there's really two

21 big buckets of unscheduled flow, if you

22 really want to look at it.  One is where

23 you're delivering from generators using

24 network and native load service to deliver

25 to load, and those are not normally
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1 scheduled in Entergy.  I know that a lot

2 of those aren't scheduled, where, in SPP,

3 those are actually -- a lot of people

4 schedule those within SPP.  So those would

5 fall more in our scheduled bucket than

6 they do in the Entergy system.  But then

7 the other -- the other big bucket of the

8 unscheduled flow is kind of parallel

9 flows, kind of flows that come from other

10 people using the transmission system.

11 Since we're all interconnected together 24

12 hours by 7, somebody doing generation of a

13 load in Southern Company actually causes

14 transmission flows on the Entergy system.

15 And so those types of flows also cause

16 flow on the system, so we're looking at

17 trying to sum all this schedule,

18 unschedule, unscheduled from your own

19 generators to load, and unscheduled from

20 somebody else's generators to somebody

21 else's load and trying to understand

22 what's causing all that loading.  We have

23 tools to help determine some of this.  The

24 scheduled flow is fairly easy.  The

25 unscheduled, we have some ways to
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1 determine what's going on there, too.

2           Now, the last point on this one

3 is, in SPP, we have what we call market

4 flow.  And market flow is actually, since

5 we're running a market and the market

6 itself is really unscheduled, we have to

7 calculate what impact the market has on

8 the transmission system so that we can

9 tell the NERC and other RCs what really

10 flow is being caused by our market being

11 implemented.  And from our perspective,

12 the market actually sometimes actually

13 overrides scheduled flows.  Somebody may

14 put in a schedule from a generator to a

15 load, but they make a generator available

16 to SPP in the market, so that generator

17 may not be supplying exactly what that

18 schedule has in there.  So we have to

19 actually calculate what the market flow is

20 as opposed to what the scheduled flow is.

21           Now, some of these concepts --

22 we talked about that this morning in the

23 SPC.  Some of these concepts for market

24 flow might be helpful in trying to resolve

25 some of the issues that you're having with
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1 TLR and LAP, and so we suggested this

2 morning that we work with a NTTIWG in

3 order to give them a better idea of how to

4 -- our concern about that in SPP and how

5 we deal with it.  And there might be a way

6 there to deal with some of the issues that

7 you're dealing with in the NTTIWG.

8           Go ahead.

9           So typical events during the day

10 is somebody buys reservation, they

11 schedule it or tag it.  And, again, if

12 they actually tag it and they schedule it,

13 they're going to actually provide that

14 flow, and pretty soon that flow is being

15 provided and so that loads up the

16 transmission system.

17           There's other things that cause

18 different loading on the system, like

19 transmission outages, as you know.  If you

20 take the transmission element out, the

21 flow, even though you haven't changed the

22 generator and the load, the flow has got

23 to go somewhere else and causes loading on

24 other elements if you take the

25 transmission out.  If you take a generator
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1 out, that generation has to be replaced

2 somewhere else, so wherever else that

3 generation is provided from will cause

4 different loadings on the transmission

5 system.  So those kind of events cause

6 different loadings on the system.  So some

7 of them, we can determine from schedules;

8 some of it, we can determine from what we

9 assume the generators are doing, but some

10 of it is just not being able to anticipate

11 when generators are en route or when the

12 transmission is going to go in and out

13 from an unscheduled basis.

14           So we also have bad weather or

15 damage to transmission that may have that

16 unscheduled.  In our case, we can actually

17 use the market to re-dispatch that, so you

18 can see now why, if there is an element

19 that goes out and we re-dispatch a system

20 where there's a loading, and we

21 re-dispatch the system using the EIS

22 market, why we have to do market flow as

23 opposed to -- it's about our concern about

24 scheduled or not scheduled.  We use market

25 flow to do that; where, in the Entergy
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1 system, each of the load-serving entities

2 have to kind of do that on their own.

3 They do their rescheduling based on the

4 way the transmission is out or generation

5 is out.  They have to do their own

6 rescheduling.  And that causes flows on

7 the system.  Whether you can actually

8 calculate who's causing those flows

9 depends on whether you have schedules

10 first, and then, generally, if you know

11 what else is going on in the system, try

12 to determine what other load-serving

13 entities within the Entergy transmission

14 system is causing loading on the system or

15 what parties external to Entergy are

16 causing its loading on the system.

17           Okay.  So what are flowgates?

18 Now, this concept of flowgates came from

19 actually looking at trying to determine

20 where the congestion points are on the

21 transmission system.  A lot of the older

22 style ways of dealing with this was on

23 constrained paths, where SPP and others

24 felt like it would be better to try to

25 replicate exactly where the congestion was
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1 on the transmission system so that we

2 could better calculate what the impact was

3 and actually better use the transmission

4 system, too, if we could do it.

5 Otherwise, these flowgates, if you do it

6 on a contract path basis, they may find

7 something that may not be real time.  So

8 this gives us an accurate -- you're

9 actually trying to determine what the flow

10 is going to be on a particular element or

11 elements of a transmission system so that

12 you can actually determine ahead of time

13 whenever you've sold too much service or

14 not enough service, and you can also

15 determine in real time actually trying to

16 relieve that constraint.  Now, you see up

17 there, it's called congestion.  On the

18 transmission system, gets overloaded first

19 is a high flow in a particular direction.

20 So if you think about flowgates, you've

21 got to think about them in a direction.

22 It's always going into something or coming

23 out of somewhere, and so that's flow going

24 in or out.

25           And, typically, flowgates are
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1 represented as N minus 1 situation.  When

2 we operate the transmission system, the

3 reliability coordinator has to operate the

4 system as if they've lost the next most

5 critical contingency.  So we can't load

6 every line up to its maximum, because if

7 you lose that particular line, then it

8 would cause overloads on the other parts

9 of the system.  And since we can't react

10 quick enough, if we lose a transmission

11 element or a generator trips up, the

12 actual operator can't react quick enough

13 to relieve that.  We have to take into

14 account that we've actually lost the next

15 most critical contingency.

16           So a lot of these flowgates, it

17 says, I can't allow the loading on these

18 two lines to exceed a certain amount,

19 because, if it does, then this line trips,

20 and this line will overload.  So we have

21 to operate the system below its capability

22 just to take into account that, the

23 contingency that could happen, we have to

24 protect against.  And that's what N minus

25 1 really means.  We operate the system as
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1 if we have lost the next most critical

2 element.

3           Those are mostly called OTDFs,

4 which is Outage Transfer Distribution

5 Factors, which you don't really need to

6 know that much about.  It's just a way to

7 represent the use of a transmission system

8 so that we limit -- that we increase the

9 reliability of the system and limit the

10 possibility of blackouts in areas.  And

11 most of the flowgates in the United

12 States, most of them in the eastern

13 interconnect data and the western

14 interconnect are what we call these OTDFs.

15 They're N minus 1 flowgates.  They're

16 represented by a line that would overload

17 if another line trips out.  And so we've

18 got to monitor the flow on both of those

19 lines so that, if this line tripped out,

20 it would not overload the second element.

21 So that's kind of what they are.  There

22 are some that are called PDDF, and that's

23 usually an interface limit, where you have

24 a stability or voltage limit, and you have

25 to kind of restrict the flow going into
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1 that area.  You have to kind of support it

2 with generation in that area.

3           And the line outage distribution

4 factor is just that factor that says that,

5 if I lose the first line, how much of the

6 flow is going to go on to the second line

7 so that I can actually calculate using

8 that value when I lose this line and what

9 this line post-contingency's flow is going

10 to be.  And that's all that flowgate

11 means.

12           So when we talk about

13 congestion, we talk a lot about flowgates,

14 because we're trying to restrict the flow

15 of the transmission -- the loading of the

16 transmission on the flowgates.  So the

17 flowgate flow, as I've said, is the flow

18 of monitoring element plus the LODF times

19 the flow of the congestion or contingency

20 element.  And we have to monitor -- the RC

21 has to monitor these.

22           And we kind of have two limits.

23 One limit we usually call SOL.  It's a

24 System Operating Limit, and that's really

25 to prevent a system overload that doesn't
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1 necessarily cause an interconnection-wide

2 cascading failure; where an IROL would, if

3 you overload it and then lost that

4 facility, it may cause a cascading event

5 like what happened, you know, in the

6 northeast, actually, three times so far.

7 And has actually happened in the west,

8 too, is that, you lose one element, and

9 then it causes an overload on a second

10 element.  That second element is lost,

11 because it's overloaded, and then you just

12 start cascading down as more and more

13 loadings occur because of that.

14           So those IROLs are very

15 critical.  We have to, as an RC, get rid

16 of those in 30 minutes.  We can't have

17 those more than 30 minutes.  The SOLs, we

18 want to get rid of because it could cause

19 damage on a unit.  It's not critical, the

20 30 minutes, but we try to do that in 30

21 minutes anyway.

22           Okay.  Next.

23           So -- and this just gives you a

24 picture.  You can look at where SPP's

25 flowgates are.  Some of them -- we
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1 actually have to monitor a lot of

2 flowgates that are outside of SPP, just

3 based on the way we do congestion

4 management.  Our markets can cause flows

5 on Entergy's system, on AECI's system, on

6 MISO's system, on systems that are two or

7 three away from us.  Even on PJM's system,

8 since they're in Chicago, we can cause

9 flows on their system, just because of the

10 way we dispatch our market.

11           So we have to monitor a lot of

12 flowgates that are both internal to SPP

13 and external, and Entergy has to do the

14 same thing.  The reliability coordinator

15 at Entergy has to do that, too, monitoring

16 both things that are happening internal to

17 Entergy, but things that are happening

18 external to Entergy they can affect by

19 what's happening in Entergy, either

20 scheduling or unscheduled flow.  So that

21 just gives you a sense of how many we have

22 to monitor.

23           So what does an RC do?  Don is

24 back, so he can correct me if I'm wrong.

25 Don is the RC for the ICT, so he knows all
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1 this stuff by heart.  So, anyway, what he

2 does, he usually contacts the BA or the

3 TO, whoever is the requisite one, to make

4 sure the flowgates -- what we're seeing as

5 an RC is actually an overload or would be

6 an overload in an N minus 1 case.  So

7 that's the first thing he does.  And then

8 he confirms that loading with that BA or

9 TO.  And then he would -- what he would

10 normally do is call a TLR event in the

11 IDC.

12           Now, a TLR is a Transmission

13 Loading Relief.  The IDC is an Interchange

14 Distribution Calculator.  That's a NERC

15 tool that's used in the eastern

16 interconnect in order for all of us to

17 share kind of what's happening on the

18 system and how schedules are affecting

19 every one of us.  So it's kind of a

20 centralized tool that we all send

21 information to.  We send all of our

22 schedules that are in the whole SPP

23 footprint, and we send them market flow,

24 too, where Entergy sends all of their

25 schedules that are scheduled in there, and
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1 all those are put into the IDC so that the

2 IDC can determine what's causing the

3 loading on the flowgates.  So when we call

4 a TLR, it knows what schedules are there,

5 what is scheduled and what needs to be

6 relieved.

7           Now, in the case of Entergy, it

8 just knows about the schedules that are

9 there.  That's all it knows about.  If you

10 get down in the Level 5, which is FERC

11 curtailments, it makes an assumption about

12 what the load is.  It does its own

13 calculations.  That's the unscheduled

14 flow.  But from SPP's perspective, we give

15 them the unscheduled flow through this

16 market flow calculator, is the way we give

17 them the unscheduled flow.

18           But the TLR is a Transmission

19 Loading Relief event, so the RC would call

20 it -- really, there's kind of two cases.

21 One is when the event -- when something

22 has happened and it causes an immediate

23 need for a TLR, Transmission Loading

24 Relief.  And then there's others where we

25 have to actually anticipate the next hour
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1 if there's going to be an overload, and we

2 might call a TLR before the hour starts in

3 order to relieve the loading, too.  So

4 there's those two kind of instances we get

5 into.

6           And so the IDC then goes through

7 a calculation.  Then it tries to find out

8 who is responsible for relieving the

9 transmission loading, and it does it by

10 priorities, you know, and there's the two

11 big buckets, the nonfirm and firm.  So he

12 would try to curtail all the nonfirm in

13 their priorities first before he would

14 curtail the firm or where you would go

15 into the firm.

16           Actually, the RC has to tell the

17 IDC how much relief he wants, and then the

18 IDC says, in order to get to that relief,

19 these are the schedules you have to

20 curtail.  And those schedules may -- you

21 know, for an Entergy flowgate, those

22 schedules may be a lot in Entergy, but

23 they could be schedules some companies put

24 in or SPP has put in.  To the IDC, he

25 doesn't care.  All he cares about is
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1 whether that schedule impacts that

2 flowgate more than 5 percent and whether

3 that flow -- whether that is the right

4 priority curtailed at this point.  So it

5 does really -- it's a share the paint over

6 the whole eastern interconnect, depending

7 on what you're affecting.

8           And so then the RC then has the

9 responsibility to continue to monitor the

10 flowgate loading to make sure that that

11 relief is first provided and it was enough

12 relief, too.  And then he can repeat that

13 process depending on how many times he has

14 to.  Either relieve it or reload it, too.

15 He could reload the flowgate, too, if he

16 curtails enough.

17           Go ahead.

18           And I think we've gone through a

19 lot of this.  You can see the -- in the

20 third bullet, in the second sub-bullet,

21 you can see market flow relief to SPP.  On

22 those parties that have organized

23 markets -- and, in fact, TVA participates

24 in this, too, who does not have an

25 organized market.  They actually send
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1 market flow to the IDC, too.  To us, it's

2 a better representation of the flow that

3 we're causing on everybody else, and

4 that's why it might be a recommendation

5 that we go forward with talking with the

6 NTTIWG about Entergy providing its market

7 flow, because it is a more accurate

8 representation of what flows you're

9 causing on both your flowgates and

10 everybody else's flowgates, too; where the

11 IDC, if he doesn't have those in his

12 schedule, we have to make assumptions

13 about what units are on, where other units

14 are dispatched at, what the load is.  He

15 makes all those assumptions at the IDC

16 level; where if you do it at the market

17 flow level and he calculates the market

18 flow, you know exactly which units are on,

19 where they're dispatched at, where your

20 load is.  And so it's a more accurate

21 representation of the loading on the

22 transmission system.

23           So the RC issues a flowgate.

24 Now, he issues it in a certain level.  And

25 so there's really six levels -- seven
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1 levels, if you count the As and Bs, and

2 with zero, there's eight levels, so you

3 have bunches of levels in there.  And the

4 levels really have to do with what kinds

5 of things you're going to do in that TLR

6 level.  TLR Level 0, we'll get to at the

7 end, actually.  So let's talk about TLR

8 Level 1.

9           I think -- do we have that on

10 the next slide?  Let's see if we have

11 that.  I'll just go through it now.  Back

12 up.

13           So Level 1, as I remember it, is

14 where you're just telling everybody you

15 may have to go into a TLR.  In other

16 words, you're warning everybody that this

17 flowgate is loading up, and we may have to

18 go into a TLR level.  Level 2 --

19           I can't remember.  What's level

20 2?

21      UNIDENTIFIED SPEAKER:

22           Level 2 is a temporary status --

23      COURT REPORTER:

24           I'm sorry.  I can't hear you.

25      MR. MONROE:



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 92

1           I'll repeat it.  I'll repeat it.

2           Okay.  Level 2 is only good for

3 30 minutes, and it's a temporary level,

4 and it's firm and nonfirm.  So it's

5 something that you have to do real

6 immediate to get something done, but you

7 can only stay in a short period of time.

8 It's something you want to do -- you only

9 want to use very rarely, and it's very

10 rarely.  I doubt that anybody rarely --

11      MR. SHIPLEY:

12           You don't see a Level 2 --

13 during the term of the ICT RC, we've not

14 issued a Level 2.

15      MR. MONROE:

16           And I can't remember in SPP if

17 we've ever issued a 2, at all, since '97.

18           And that's Don Shipley from SPP.

19           Okay.  And then 3 is really

20 nonfirm.  If you think about 3, when

21 you're in Level 3, you're curtailing

22 nonfirm.  And 3A and 3B, the only

23 distinction is whether you're already in

24 an event, when you need to do it in the

25 hour or whether you're doing it before the
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1 hour starts.  So that's the difference

2 between 3A and 3B.  It's all nonfirm

3 again.  And when you go through nonfirm,

4 there's actually levels of nonfirm.

5 There's NH2, which is nonfirm hourly --

6 goes first, and then you go to ND3, which

7 is daily, and then you -- then you go to

8 weekly and monthly.

9           So if you bought, you know, a

10 month's worth of nonfirm, you won't get

11 curtailed, because, supposedly, all the

12 nonfirm hourly has been curtailed.  So you

13 go through that same process.  And then

14 you get down to actually NN6, which is

15 nonfirm network service, which is the

16 most -- the highest priority of nonfirm.

17 So you go down through each of those

18 levels, even within a 3A.  And, of course,

19 the IDC helps us in this, in that it keeps

20 track of what it's curtailed and whether

21 it's curtailed all the nonfirm hourly

22 before it gets to the daily and the weekly

23 and monthly in its nonfirm network.  So

24 that's really 3A and 3B.

25           Now, 4 is kind of a special
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1 state, and it's used -- it's used

2 significantly sometimes, and it's usually

3 something that has to do with you -- you

4 curtail all the nonfirm, but there's some

5 things that you can do in that area before

6 you start curtailing firm, some -- what

7 they call reconfigurations is usually what

8 it is.  Now, that could be re-dispatched.

9 That can be switching.  It can be a lot of

10 different things that you can use to

11 reconfigure the system, itself, before you

12 go into firm curtailments.

13           And then you've got 5A and 5B,

14 which are firm curtailments then.  So

15 you've got -- 5A and 5B are the same as 3A

16 and 3B in that -- you know, it's whether

17 the problem is right now or whether it's

18 an hour ahead, is kind of the difference

19 between 5A and 5B.

20           Now, when you get to firm,

21 everything firm is considered the same.

22 So when you get down to firm, it curtails

23 both schedules and unscheduled or network

24 and native load schedule on the same pro

25 rata basis.  So when you get down to firm,
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1 you're curtailing both the -- you're

2 curtailing all firm on a pro rata basis

3 all together.  And that's one reason in

4 the SPP -- when we go through the metrics,

5 I'll tell you some of the things that I

6 tell our SPP board about, those things

7 that we really watch for to try to

8 determine if we're both operating

9 correctly or if there's solutions that we

10 need to come up with that are outside of

11 our operating capability, either

12 transmission, structure or something like

13 that.

14           Now, there's a couple of other

15 levels, too, and we'll talk about those in

16 a minute.  I got more detail on this

17 stuff, and we'll talk about those.

18 Generally, it's -- you get into the real

19 oh, shit kind of stuff, you know, like

20 curtailing load and stuff like that.

21      PRESIDENT SUSKIE:

22           Did you get that on the record?

23      COURT REPORTER:

24           Yes, sir.

25      UNIDENTIFIED SPEAKER:
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1           He said, shoot.

2      MR. MONROE:

3           So, anyway, you get into those

4 kind of things that you have to take into

5 account, and, thankfully, for a lot of the

6 years, we've never had to even contemplate

7 those issues.  Now, realize now that I

8 told you that there's these levels where

9 you get into -- actually where you're

10 doing firm load curtailment down below

11 this area, where if you're really talking

12 about what we've done to that level, we've

13 been curtailing people's use of the

14 transmission system, really is what we're

15 doing.  We're just saying, you've been

16 using the transmission system too much for

17 nonfirm.  We're going to say, you can't

18 use it as much, and we curtail your use of

19 it through the curtailment of the

20 schedule.  So the reaction of the parties

21 where they were scheduled or curtailed are

22 normally a re-dispatch.  That's the only

23 thing that's going to change the flow on

24 system anyway.  So they re-dispatch, and,

25 usually, that's an economic impact on the



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 97

1 parties that have to do the re-dispatch.

2 Okay?  You're not talking about affecting

3 the reliability of the delivery of the

4 firm load.  You're talking about parties

5 making a reaction that really impacts

6 their economic capability to delivering

7 energy.

8           So for the most part, even in

9 these levels, when we get down to firm,

10 even -- for the most part, even with this

11 firm that we've done, it's been that

12 they've had to re-dispatch in order to

13 take off the firm flow that they have to

14 take off for curtailment, and it just

15 causes their economics to go up.  Okay?

16 We're still delivering the firm load, but

17 it's just -- it's costing you more to do

18 that.

19           Any questions about it so far?

20      MS. SCHMIDT:

21           Kristine Schmidt with ESPY

22 Energy Solutions.

23           Carl, when you were on slide 22,

24 you mentioned that TVA also uploads their

25 market flow to the IDC, --
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1      MR. MONROE:

2           Yes.

3      MS. SCHMIDT:

4           -- SPP, MISO and PJM.  So two

5 questions:  One, does Southern Company

6 also load --

7      MR. MONROE:

8           No.

9      MS. SCHMIDT:

10           No?  What would be the pros and

11 cons of Entergy moving the market flow to

12 the IDC?

13      MR. MONROE:

14           We've got a whole scheme of

15 using market flow, too, so there's some

16 ramifications of using it in market flow.

17 But one thing, it gives you a more

18 accurate representation of what's

19 actually -- what generation is affecting

20 what transmission.  So that's the one plus

21 it does.  The other thing that these

22 markets and TVAs -- and, actually, I think

23 it's just these market -- TVA and,

24 actually, WAPA and Basin's participation

25 through a MAPP arrangement.
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1           What actually we've done, too,

2 is prior to any advance -- prior to even

3 selling service, we've actually determined

4 how much we're willing to use on each

5 other's system, too.  So there's some

6 ramifications of that that we'll need to

7 talk through with NTTIWG about the market

8 flow, because we agree ahead of time --

9 we've agreed 18 months out how much of the

10 transmission facility I can use of MISO or

11 TVAs or PJM, and if I start selling

12 service and I exceed that, that I either

13 have to go to them and tell them I want

14 more, and if they have any, I can have it,

15 or if I can't get any more from them, I

16 can't sell anymore service.  So there's

17 other ramifications to it besides just

18 helping us with TLR.

19      MS. SCHMIDT:

20           So the NTTIWG is actually taking

21 this issue on as an action item, that

22 they're evaluating the options, or is the

23 suggestion you said that, you know, should

24 Entergy do this, is that just something

25 that you think that should be considered
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1 or --

2      MR. MONROE:

3           It's something to consider.

4 It's an option to be considered in the

5 NTTIWG, talking about how to resolve the

6 issues about how to make sure all nonfirm

7 is curtailed in its proper, appropriate

8 priority and making sure you catch all the

9 nonfirm, whether it's scheduled or

10 unscheduled, and then you go on to firm.

11      MS. SCHMIDT:

12           Okay.  But let me be very

13 specific.  Is the NTTIWG looking at this

14 issue?

15      MR. MONROE:

16           I don't know.  This morning they

17 said they would look at new issues on

18 that, and we're going to propose that

19 issue.  We'll just see if they're going to

20 look at it further or not.

21      MS. SCHMIDT:

22           I'm wondering if this is

23 something that the E-RSC might want to

24 pursue, just to evaluate what these

25 options are in terms of the costs
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1 associated with this type of change.

2      PRESIDENT SUSKIE:

3           I think, yeah.  I think,

4 obviously, if the LTTIWG is looking at

5 it, --

6      MS. SCHMIDT:

7           They're not yet.  It's just

8 something that the ICT is going to be

9 proposing.  I'm wondering if that's

10 something that we could have the E-RSC

11 encourage the NTTIWG to actually take on.

12      PRESIDENT SUSKIE:

13           I think certainly.  Who is from

14 the LTTIWG here?

15      MR. MONROE:

16           NTTIWG?  I'm trying to think if

17 somebody here is on the NTTIWG.  You know,

18 it's one of those things Bruce encouraged

19 y'all to think about using the stakeholder

20 process.  This is one that it seems like

21 that the stakeholders need to get educated

22 on what we -- what options there are

23 available.  And that seems like a likely

24 place that you could, at least, start

25 with.  So it's a matter of whether you
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1 feel like they need to do it or you want

2 to encourage them to do it.

3      PRESIDENT SUSKIE:

4           Yeah.  I think it's a good

5 point.  If it's something that they want

6 to pursue and look at it, that they can --

7 you know, the stakeholders bring in to the

8 E-RSC at some future date and say --

9 thinking what our opinion is, is

10 whether -- I guess either whether they

11 should pursue it, one, or, two, whether,

12 after they study and look at it, Entergy

13 should actually do it.

14      MR. MONROE:

15           Other questions?  Yeah.  Yes,

16 sir.

17      VICE-PRESIDENT FIELD:

18           Carl, if I could ask you, I know

19 y'all -- Carl, I wanted to ask you, and I

20 do think y'all are primarily concerned

21 with reliability, which is the most

22 important thing to us as regulators,

23 because people will pay for it if they

24 want it there.

25      MR. MONROE:
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1           Yeah.

2      VICE-PRESIDENT FIELD:

3           Okay.  At what level -- I was

4 trying to figure out at what level might

5 re-dispatching cause economic

6 consequences.  Would it be at Level 3 or

7 Level 4?

8      MR. MONROE:

9           Normally, it's both Level 3, 4

10 and 5 --

11      VICE-PRESIDENT FIELD:

12           3, 4 and 5.

13      MR. MONROE:

14           -- is usually where it happens,

15 yes.  And it will happen in the subsequent

16 ones, 6 and 7, too.  But it usually starts

17 with 3 is where re-dispatch happens.  And

18 re-dispatch happens in several ways.  One

19 is a directed re-dispatch.  One is if we

20 curtail the schedule, that party can no

21 longer use that transmission, so the way

22 they affect not using that transmission is

23 they have to re-dispatch.  So from the

24 RC's perspective, all he's done is said,

25 you can't use the transmission anymore, so
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1 they have to re-dispatch.  Now, there's

2 other directive re-dispatch where in --

3 like 4, where we can direct some

4 re-dispatch options, too, directly.

5      VICE-PRESIDENT FIELD:

6           Okay.  Because that's important

7 to us, because if they're fulfilling their

8 obligation to provide the electricity at

9 the least possible cost, then when they

10 start re-dispatching, I have to assume

11 that that's going to be more expensive to

12 the provider and, thus, the ratepayer.

13      MR. MONROE:

14           Right, right.  And the

15 instance -- the things that we have to

16 think -- I'll just tell you from the SPP

17 perspective what our members are concerned

18 about, is what's the alternative from that

19 re-dispatch.

20           In other words, if you're having

21 to do a lot -- let's say you have to

22 re-dispatch a whole lot, then that's a lot

23 of cost on the production cost side.  You

24 may be able to substitute something else

25 for it, like transmission expansion or



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 105

1 another operating procedure or something

2 to relieve that.  So you always are

3 looking at what did I do in TLR, and

4 what's the alternative to it; is the

5 alternative less expensive.  And that's

6 why this cost -- the Phil Movish study

7 that we've got going on is going to be

8 very important, at least for particular

9 units, is trying to determine what's the

10 alternative transmission in generation to

11 what is being used today.

12      VICE-PRESIDENT FIELD:

13           Okay.  So if a utility has an

14 abnormal amount of 3, 4 and 5s, would that

15 be a presumption that that's not being as

16 economically dispatched as possible if

17 they're fulfilling their duty?

18      MR. MONROE:

19           It's not being economically as

20 possible, but is the alternative

21 transmission more expensive than doing

22 that re-dispatch?  And that's why we need

23 to -- another thing that y'all have asked,

24 actually, the Working Group has worked on,

25 and we've kind of postponed developing



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 106

1 this study, is looking at all those TLR

2 level events and seeing what's the cost of

3 transmission to relieve that.  And then

4 we'll have to actually go back and ask

5 somebody what's the re-dispatch cost that

6 you've incurred to do that, too, so we can

7 compare those two.

8      VICE-PRESIDENT FIELD:

9           That's very good.  I think

10 that's one of the goals of the E-RSC, is

11 to be able to make those comparisons so

12 that we can justify to the ratepayer that

13 this upgrade is going to pay for itself in

14 "X" number of months, years.

15      MR. MONROE:

16           Right.

17      VICE-PRESIDENT FIELD:

18           Now, let me ask you this:

19 Sometimes the utility will tell us --

20 Entergy will tell us, well, we have

21 operating procedures; we can -- we can

22 always think it's wise to overload, even

23 though we have a TLR 4 or 5, and I never

24 understood that.  But you alluded to the

25 fact that there may be instances where
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1 their operating procedure allows them to

2 have a TLR 4 or 5, and it may not have a

3 negative impact on the customer.

4      MR. MONROE:

5           In four others, other

6 reconfiguration options that you have and

7 in -- some of the ones that we deal with

8 is, you might get to the point where

9 you're -- you actually reconfigure the

10 system, you take out a line, and that

11 protects the rest of the system, and it --

12 you can have more loading on the system.

13 It may just reduce reliability in that

14 area a little bit.  So you kind of have to

15 weigh, are you increasing reliability by

16 allowing -- by taking this out or not

17 taking it out.

18           So those kind of operating

19 procedures are available.  They're not

20 used as much.  People don't like to do

21 that.  So those aren't used as much.  I'm

22 not -- there's other -- there's other

23 things like we do is look at is, what's

24 the actual temperature outside, in

25 essence; can we load this line up more
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1 because the -- because the line loading

2 was -- the line limit was calculated based

3 on a real high temperature, and it's a

4 cold winter day, and can we actually load

5 it up more.  So there's other things like

6 that that you can use.  Now, I don't know

7 particularly what they've been telling you

8 particularly, but we'd have to investigate

9 whether those are reliable ways to operate

10 the system.

11      VICE-PRESIDENT FIELD:

12           Final question, I think:  Do

13 they explain to you, well, we have an

14 operating manual, and even though other

15 people know about it -- we know we can do

16 this; that's what we're going to do?  Do

17 they have to communicate that to you when

18 you get into a 4 or 5?

19      MR. MONROE:

20           Yes.  Yes.  We have to -- we

21 have to understand -- usually, it's

22 beforehand.  Usually, we try to understand

23 beforehand if they're going to use some

24 special operating procedure, and, usually,

25 we have to validate -- the RC needs to
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1 validate that it's both effective and

2 that, you know, we can rely on it in those

3 cases, we can actually use it in those

4 cases.  We don't necessarily get into

5 what's the economics of that.  We're just

6 talking about reliability from the RC's

7 perspective.

8      VICE-PRESIDENT FIELD:

9           And then it would be the -- the

10 SPP would, say, direct -- suppose it's in

11 Acadiana.  You would direct LUS to start

12 up a gas unit; you've got to do this;

13 you've got to re-dispatch; we know it

14 might cost your ratepayers some money.

15 But that's the kind of -- do y'all make

16 those calls?

17      MR. MONROE:

18           If it's causing a reliability

19 issue, the RC actually has the

20 responsibility to relieve the reliability,

21 and it uses the best alternatives he has,

22 even if it costs somebody money.  Yes.

23      VICE-PRESIDENT FIELD:

24           Thank you.

25      MR. MONROE:
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1           Yeah.

2           All right.  I think I'm going

3 forward a little bit.  We did that one.

4 And this just tells you the logic it goes

5 through.  You can read through that.  If

6 you have any questions about that, let me

7 know.

8           Go ahead.

9           Here's the other -- you've got

10 the other TLR levels.  I'm on 25, and you

11 can see that 6 was this other one.  And 6

12 can include the demand-side management,

13 re-dispatch, voltage reductions,

14 interrupting of interruptible and firm

15 load.  So that's where you get into the,

16 oh, you know, I've got to do something now

17 to curtail firm usage.  So that's when you

18 would get into that.  I didn't say the

19 word.

20      MR. SHIPLEY:

21           You did good.

22      MR. MONROE:

23           And then zero, I didn't talk

24 about.  I should have talked about it.

25 Zero just means we're out of it, so when
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1 you issue a TLR Level 0, that means you're

2 out of the TLR level, itself.

3      MR. LOUDENSLAGER:

4           (Inaudible.)

5      MR. MONROE:

6           Yeah.  And, in fact, what Sam is

7 saying is that it's really -- even when

8 we're in TLR, people's lights aren't going

9 out.  It's only when you get down to TLR

10 Level 6 is where you actually -- people's

11 lights may go out.

12           Okay.  And then we get into SPP

13 congestion management.  I mean, I'm just

14 going to give you an overview of SPP, just

15 because it may spur some thinking on ways

16 in which the different parties within

17 Entergy could actually interact together

18 in order to provide more efficient

19 congestion management.  The SPP members

20 have decided to do that, this through what

21 we call our EIS, or Energy Imbalance

22 Service market, where they're --

23 voluntarily, they can offer their units in

24 for re-dispatch, and we actually

25 re-dispatch them to actually curtail
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1 service or, actually, to relieve

2 transmission loading.  And by their

3 offering in, they actually understand both

4 the physical delivery and the financial

5 delivery of that through that market

6 system.  And so, as you read through

7 this -- I'm not going to go through it in

8 detail, because it takes a while, and I'm

9 not sure it's as applicable today.  But

10 there are ways actually that you can

11 provide re-dispatch, and people can share

12 that re-dispatch responsibility and the

13 financial implications of that re-dispatch

14 responsibility through mechanisms like the

15 EIS market.

16           And we do that -- for instance,

17 in the market flow calculation, we don't

18 take into account any internal schedules.

19 The market flow is just provided for the

20 whole market to the IDC.  We ignore all

21 the schedules in SPP at the IDC.  It's

22 only when the IDC says, you've got to

23 curtail market flow, we take that value,

24 and we come back and we say, okay, what do

25 we have to curtail from the schedules
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1 within SPP, and how much do we have to

2 curtail of the use of the transmission

3 from the EIS market.  So we do all that

4 internally and through that market flow so

5 that we can actually re-dispatch and

6 provide that impact to parties that either

7 have been in, that want to re-dispatch

8 from a bid in, or those parties that have

9 to pay because the re-dispatch has to take

10 place.

11           So that's all I want to say

12 about that.  We can go into a lot more

13 detail, and I think a more appropriate

14 place is to start with the NTTIWG, is to

15 go through how you can actually do things

16 that go beyond what the IEC allows you to

17 do today or what Don can do through his

18 manual process, is how can we provide more

19 information to Don to do a better job and

20 to give y'all actually additional options

21 with what you want to do with re-dispatch.

22           So that's kind of all I had for

23 TLR as a tutorial or a primer.  Again, TLR

24 is just the system loaded too much, and

25 we've got to get it off, and it mostly
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1 affects economics of the delivery.  It

2 mostly doesn't talk about cutting people's

3 lights off.

4      PRESIDENT SUSKIE:

5           Carl, I've heard a lot about the

6 operating manuals that Entergy uses when

7 they re-dispatch.

8      MR. MONROE:

9           Operating guides?

10      PRESIDENT SUSKIE:

11           Sorry.  Operating guides.  I've

12 heard a lot of -- no pun intended --

13 energy about them.  Can you help me

14 understand the stakeholders' issue on the

15 operating guides?

16      MR. MONROE:

17           Yeah.  Let me --

18      PRESIDENT SUSKIE:

19           Are they public or internal?

20      MR. MONROE:

21           I'm going to go down a path, and

22 tell me if I'm going down wrong.  But one

23 of the things the operating guides are

24 used -- at least one thing, is they're

25 used in -- normally, what you could say is
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1 the operating guides are used because

2 transmission expansion or some

3 transmission fix is more expensive than

4 doing this operating guide.  And the

5 operating guides are normally things like,

6 you know, if the load in this area ends up

7 to a certain point, run this unit, or if

8 the loading on this facility gets too

9 much, then you have to re-dispatch these

10 two units to reduce it.  So those are the

11 kind of operating guides that we deal with

12 both within SPP and with Entergy because

13 of the ICT.

14           Now, within SPP, our members

15 made a choice that, when we went into this

16 regional tariff, that if they were going

17 to use an operating guide in order to

18 deliver their own -- their own native load

19 service, they'd have to offer that to

20 everybody else to use it for service --

21 selling service, too.  And so from SPP's

22 perspective, we use it -- we use the

23 operating guides to validate that we can

24 provide a reliable system, but we also use

25 them to sell service, too.
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1           Now, in the -- in the operating

2 arena, I believe that what Don has to do

3 is monitor the implementation of those

4 operating guides so that, when that

5 condition that caused that operating guide

6 to be used, it happens, then the operating

7 guide is implemented.

8      MR. SHIPLEY:

9           That's correct.  What we do, we

10 have the op. guide typically prior; it's

11 in place.  It's either a longstanding op.

12 guide, or it's by day or by predicting

13 load that we see in our next-day analysis.

14 So when we reach that condition, we

15 implement that op. guide in a coordinating

16 fashion with Entergy.  And, primarily, the

17 reliability coordinator is the one that's

18 implementing that.  The biggest use of op.

19 guides on the Entergy system, typically,

20 is -- and I've got this created; it's

21 planned out -- if you want this outage,

22 you need to run these generators, because

23 they're expecting this kind of loading.

24 And so when we see that loading, we

25 implement an op. guide to allow for
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1 planned maintenance.  That's what we see.

2      MR. MONROE:

3           Yeah.  In SPP, we went through a

4 transition, because our vendors at times,

5 since they were combining all these

6 systems together and they didn't want one

7 party taking advantage of op. guides so

8 that they didn't have to build as much

9 transmission, they kind of said they want

10 all these op. guides to be used for

11 transmission service.  So we've reduced

12 the op. guides in SPP a lot, because those

13 -- part of those transmission owners don't

14 want to -- don't want to rely on those op.

15 guides for both the delivery of their own

16 load and service that we sell, too.  So

17 it's reduced the op. guides in there and

18 actually built more transmission, because

19 they want to -- they want to see that

20 everybody that's kind of impacted by those

21 op. guides gets treated fairly or

22 nondiscriminatorily across the whole SPP.

23      PRESIDENT SUSKIE:

24           What is the concerns -- if any

25 of them is in the room, please say so --
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1 the concerns share -- stakeholders have

2 made in regards to the use of the

3 operation guides?

4      MR. MONROE:

5           No concerns, huh?

6      PRESIDENT SUSKIE:

7           No concerns?  Okay.  We've got

8 one.  I'm just trying to get a better

9 understanding of the issue.

10      MR. PALIZA:

11           I think -- Roberto Paliza.  Carl

12 explained the concept with the operating

13 guides' use in the long-term planning

14 process, that they -- you know, a

15 transmission provider uses the operating

16 guide only for getting rid of a base case

17 overload instead of building a physical

18 operator.  But then, if there is a

19 transmission service request that impacts,

20 say, the base case overload, then the

21 operating guide is not applicable anymore,

22 and the upgrade, the physical upgrade,

23 then is assigned to that market

24 participant.  So as you can see, there is

25 a clear difference between the Entergy



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 119

1 practice on how they use operating guides

2 in the planning process versus SPP.  SPP,

3 I understand, Carl, uses it -- if a

4 transmission owner decides an operating

5 guide is good to get rid of a base case

6 overload instead of constructing an

7 upgrade, then it's also good to correct

8 transmission service.  So, apparently,

9 participant will be treated in the same

10 way as a transmission owner, except for an

11 impact on a base case overload.  So that's

12 a concern, and I think Carl explaining

13 whether he's familiar with each.

14      MR. MONROE:

15           And, again, our members made a

16 choice that they didn't want one person

17 being able to use the operating guide

18 without everybody being able to use it,

19 all the customers using it.

20      PRESIDENT SUSKIE:

21           Okay.  I see lot of movement

22 from the Entergy table.  Do y'all have any

23 comments?

24      CHAIRMAN PRESLEY:

25           Are the operating guides public?
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1      MS. DESPEAUX:

2           I don't think so.

3      MR. MONROE:

4           No.

5      PRESIDENT SUSKIE:

6           Are the SPP operating guides

7 public?

8      MR. MONROE:

9           Yes.  They're reviewed every

10 year by the -- our TWGs.  They go through

11 all the operating guides.  They make sure

12 -- they have to make sure they're still

13 effective, too.  We don't want somebody to

14 just write an operating guide and say,

15 well, this will fix that problem, without

16 us going and validating that it actually

17 does fix the problem that we're concerned

18 about.

19           When we go through our planning

20 process, we go through all -- what we do

21 is take out everything that hasn't been

22 committed to construct.  We take

23 everything out that hasn't been committed

24 to construct, and we develop all the

25 issues in the next ten years that we're
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1 going to face at SPP because of some

2 things that have not been committed to,

3 and that includes operating guides.  We

4 take out all the operating guides, and we

5 say, this is what the transmission system

6 would look like if we built just what's

7 been committed to and if we take out the

8 operating guide.  Then all kind of

9 problems show up.

10           So there's two ways to resolve

11 those problems.  One way is to actually

12 use an operating guide.  The other way is

13 to build transmission.  And so we go to

14 the TOs in those areas to say, okay,

15 what's the most cost-effective way to fix

16 this?  And we actually ask the

17 stakeholders for their suggestions, too.

18 What's the most cost-effective way to fix

19 this?  And if the TO offers an operating

20 guide, we validate the operating guide is

21 valid and that we can use it for not only

22 what the problem was, but that it -- it

23 keeps that problem in check through the

24 whole period, the whole ten-year period.

25 And then, when -- if that's what the best
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1 solution is, most cost-effective solution,

2 and the TO has -- has committed to that

3 operating guide for selling transmission

4 service, we use it.  Otherwise, we tell --

5 we tell them we have to build transmission

6 to fix it.

7      PRESIDENT SUSKIE:

8           Any response?

9      MR. SCHNITZER:

10           Michael Schnitzer.  Well, a

11 partial response, Mr. Chairman.  I don't

12 think we have the people in the room to

13 give a full response, but let me give the

14 pieces that I can.

15           The first is just -- I think

16 it's clear, but to make clear, that every

17 operating guide that we might be talking

18 about here is one which is reviewed by the

19 ICT.

20      MR. MONROE:

21           It is reviewed, and we do review

22 to make sure that it is effective.

23      MR. SCHNITZER:

24           Just so we're all clear that

25 they're not being made up, you know,
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1 willy-nilly without -- without any review

2 by the ICT.

3      MR. MONROE:

4           That's correct.

5      MR. SCHNITZER:

6           Any operating guide we have has

7 been reviewed by the ICT.  The answer, I

8 think, to the question depends a little

9 bit on the term service that we're talking

10 about.  What I can talk about are the

11 long-term service kind of models, and then

12 we don't have the right people here to

13 talk about all the short-term service

14 models.

15           But in the long-term service

16 models, particularly, if you get out a

17 couple of years, it's -- I think my

18 experience is, you know, there's not --

19 those are basically peak-load -- peak-hour

20 oriented models.  When you're selling

21 long-term service, you're looking

22 principally, you know, at the peak hour to

23 see if you can accommodate that additional

24 service request without causing some kind

25 of overload.  And once we get out just a
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1 very little bit in those Entergy long-term

2 models, every generator is on, because

3 it's peak hour.  So it's not generally the

4 case in the longer-term models that the

5 operating guide is forcing on some

6 generation.  It's what's required

7 basically to meet the load.

8           So I'm not sure that -- I'm not

9 sure that it's the case that this

10 operating guide issue plays very much in

11 the long-term services.  We get a little

12 back closer in time, I'm not -- we're not

13 in a position to give a complete answer.

14 We'll have to take that on, and we'll also

15 verify, you know, kind of what I've just

16 told you, --

17      PRESIDENT SUSKIE:

18           Sure.

19      MR. SCHNITZER:

20           -- as we get out a couple of

21 years, that the operating guides are not

22 really forcing what generator is on.  It's

23 just, in aggregate, we need those network

24 resources committed to serve the peak load

25 in the peak hour.
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1      PRESIDENT SUSKIE:

2           Thanks.

3           Sam?

4      MR. LOUDENSLAGER:

5           Yeah.  Does Entergy have a

6 policy of trying to reduce reliance on

7 those operating guides that are currently

8 in place?

9      MR. SCHNITZER:

10           That sounds like -- you know,

11 Mr. Hurstell may want to supplement what

12 I'm about to say.  But I think -- you

13 know, I think, as alluded to by

14 Mr. Monroe's earlier exchange, is that

15 these are often an economic issue, you

16 know, as to whether -- what the extent of

17 the dispatch cost penalty is vis-a-vis the

18 cost of the alternative via another

19 generator or transmission.

20           And so I think, Sam, the answer

21 to your question is that they are

22 evaluated frequently as part of economic

23 analysis, economic evaluations.  The RMR

24 study that you're talking about is one of

25 the family of these kinds of analysis.
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1 But, yes, the company -- the company

2 doesn't have a policy to reduce them at

3 any cost.  The company has an interest in

4 finding out cost -- finding cost-effective

5 opportunities to reduce or alleviate these

6 operating guides.

7      MR. LOUDENSLAGER:

8           So in the planning process, do

9 y'all turn to this utilization of

10 operating guides to kind of get an idea of

11 what kind of transmission alternatives you

12 might want to be looking at through that

13 process, as opposed to continuing to rely

14 on operating guides?

15      MR. LONG:

16           Charles Long with Entergy.  I

17 think we're getting kind of deep now, so

18 let me jump in here.  But I think the

19 operating guides that we have in the

20 planning horizon are -- the majority of

21 them, and there are very few, involve

22 re-dispatch.  And in the long-term

23 service, you know, FERC Order 890 allows

24 for planning re-dispatch studies to go

25 along with any transmission service
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1 request so that, if a re-dispatch is

2 available that would allow service to

3 flow, you know, there's a way to handle

4 that already.

5           In general, we also look at --

6 if we have an operating guide, we also

7 look to see what -- what facilities would

8 be needed.  The basic assumption is you're

9 going to build a facility.  That's kind of

10 the beginning point we look at.  We look

11 at what facility would be needed and the

12 cost of that facility.  We also will look

13 at an operating guide -- typically, we

14 would look at, if it's a re-dispatch

15 operating guide, where we need to move

16 units, then we would evaluate that

17 carefully, and there are some in there.

18 There is one, in particular, that I won't

19 speak details on, but it's very obvious

20 that the re-dispatch issue or re-dispatch

21 option in the operating guide is not the

22 most effective or economical solution, and

23 we have a project under construction to

24 alleviate that.

25           But, in general, the operating
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1 guides, we have a couple of automatic

2 operating guides, which is (inaudible),

3 and those are -- those are included in

4 transmission service evaluations.  The

5 ones that are in the long-term planning

6 horizon, I believe, and Don might be able

7 to correct me -- I don't want to say for

8 absolute, but I'm almost certain that all

9 the operating guides we have on the

10 planning horizon now are generation

11 re-dispatch op. guides.  So that's kind of

12 where we stand.

13      MR. MONROE:

14           One of the things I know the

15 stakeholders have asked -- one thing about

16 re-dispatch, our members decided that

17 there would be no way they could offer

18 re-dispatch, because they couldn't be

19 assured about what the cost would be, so

20 they hardly ever offered re-dispatch for

21 transmission service.  And I suspect, at

22 Entergy, you never do that, too.

23      MR. LONG:

24           And I'm not real intimate with

25 that process, and I know there is a --
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1 there is a group of people working on

2 that, how to do that.  And I don't -- and

3 somebody might be able to speak to it.  I

4 personally can't, but it is -- it is, you

5 know, being pursued.

6      MR. MONROE:

7           Yeah.  The other thing I'd say

8 is, in SPP, we never face the base case

9 overload situation, because we cure all

10 those base case overloads in the process

11 we go through for reliability assessment.

12 So we don't go into transmission studies

13 with any overloads in it, too.

14      PRESIDENT SUSKIE:

15           Mr. Wilson, in the back?  Okay.

16 Mr. Wilson?  Sorry.

17      MR. WILSON:

18           Dave Wilson, Arkansas Cities.

19      PRESIDENT SUSKIE:

20           I don't think the mic is on.

21 Apparently, Mr. Schnitzer has the magic

22 touch, tapping to get it to work.

23      MR. WILSON:

24           I'm not sure I understood that

25 Entergy answered Roberto's question, which
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1 I understood to be that, unlike SPP,

2 within Entergy, the operating guides can

3 impact base case overloads, which can

4 aggravate the chance of a denial of

5 transmission service.  It seemed to be a

6 pretty straightforward question, and I

7 haven't heard an answer to that.  Thank

8 you.  If we could have one.

9      MS. DESPEAUX:

10           I just want to be clear that, to

11 answer maybe Dave's -- maybe to answer

12 Dave's question -- I hope I'm answering

13 Dave's question -- that if there is a base

14 case overload and a transmission service

15 request exacerbates that overload, they

16 only pay for the piece to alleviate the

17 portion that they put on the facility, the

18 additional incremental portion put on the

19 facility.  And so I just wanted to make

20 that clear, they're not required to

21 alleviate the base case overload.

22      PRESIDENT SUSKIE:

23           Dave is still shaking his head.

24      MS. VOSBURG:

25           Say that again.
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1      CHAIRMAN PRESLEY:

2           We can't hear.

3      MS. DESPEAUX:

4           I believe I'm right.  I think

5 I'm right is that the base case -- if

6 there's a base case overload and somebody

7 requests transmission service and the

8 flows increase the overload, all they have

9 to do is pay to bring it -- to address the

10 increased flows that they created on a

11 facility.  They don't have to cure the

12 base case overload.

13      MR. WILSON:

14           That's not what Roberto asked.

15 Operating guides' impact on base case

16 overload being dealt with differently in

17 SPP and Entergy, and in Entergy, the

18 operating guides can impact base case

19 overload, which could, he said, I thought,

20 result in a denial of service, or

21 participant funding is probably what he

22 meant, would kick in because of that

23 operating guide.

24      MS. DESPEAUX:

25           Yes.  We need to probably visit
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1 with Roberto to figure out what that

2 question is.

3      PRESIDENT SUSKIE:

4           Sure.  Maybe this will --

5      MR. SHARER:

6           I think what Roberto was asking

7 is -- Andy Sharer with Entergy.  The use

8 of operating guides -- all systems have

9 operating guides to varying degrees.  I

10 don't want to put words in Entergy's

11 mouth.  I think what Roberto was saying,

12 though, our position is that the excessive

13 use of operating guides on the Entergy

14 system create and exacerbate the base case

15 overload issue on the system.  The idea,

16 or, you know, what -- Kim mentioned that a

17 requesting entity who puts in a

18 transmission request out that triggers --

19 goes across one of those flowgates has a

20 base case overload on it doesn't have to

21 pay to fix the base case overload, itself.

22 It's my understanding that they do.

23 That -- you know, I hope I'm wrong.  I

24 mean...

25      MS. DESPEAUX:
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1           We should be able to clear that

2 up.

3      MR. SHARER:

4           You know, we've had transmission

5 requests that have come back, you know,

6 $255 million upgrade costs.  Those weren't

7 all (inaudible).  So, I mean, I hope we

8 can kind of get on the same page, but I

9 think what Roberto's point is, is that

10 it's the use of operating guides, in and

11 of itself, isn't necessarily a bad thing.

12 It's how many times can you re-dispatch a

13 system on paper until such time that you

14 actually have to, you know, construct

15 physical upgrades, because it is a -- it

16 is a paper re-dispatch.  It's not intended

17 to meet or match actual flow on the

18 system, itself.

19      PRESIDENT SUSKIE:

20           How about -- this issue is kind

21 of going down a rapid trail.  But it's a

22 good topic.  Maybe it's something we can

23 bring up at some future time and kind of

24 get a better idea of.

25           Commissioner Field?
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1      VICE-PRESIDENT FIELD:

2           Carl, if you feel like you can

3 answer this, does Entergy use operating

4 guides more than the utility companies in

5 SPP?

6      MR. MONROE:

7           I don't know that that's true.

8 I think it's just the way in which they're

9 used is different.  It's not that that --

10 we have at least one TO that has probably

11 as many operating guides as Entergy does.

12 It's just the way in which they're used,

13 both in the -- in the -- it mostly has to

14 do with the way it's used for reliability

15 studies and then how it's used to sell

16 additional transmission service.  So I

17 don't know that they have any more than we

18 have with some of our TOs.

19      VICE-PRESIDENT FIELD:

20           I see.  Well, okay.  Well, you

21 know, I've always had trouble

22 understanding.  They don't put operating

23 guides into the rate base, and so it seems

24 like to me, if it's economical to do

25 transmission and then the regulators
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1 approve it, they would want to build more

2 transmission, because it goes in the rate

3 base, and the operating guides don't.

4      MR. MONROE:

5           Yeah.  Operating guides -- and

6 I'm going to give you an offhand answer

7 from my understanding -- is that, when --

8 it depends on how they recover their fuel

9 cost, is mostly -- if in their fuel cost

10 rider, if they have more fuel, more

11 expensive fuel used because of an

12 operating guide or even because of a

13 re-dispatch, then you would see that going

14 through some kind of reconciliation or

15 some kind of fuel factor, because the

16 amount of fuel that was used would be more

17 than what they would use if the

18 transmission was in place.  So is it in --

19 are they in the cases?  I don't know, when

20 you go through a case, whether those

21 things have to be justified in the case,

22 itself.  But the way that they impact the

23 rates, from my understanding, is if you're

24 doing a re-dispatch, it just causes you to

25 use more fuel or more expensive fuel.
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1      VICE-PRESIDENT FIELD:

2           And I know, in Louisiana,

3 they're allowed to pass that through to

4 the ratepayers, so maybe that's not the

5 proper incentive that they're getting if

6 there is a problem with these operating

7 guides.  So that is something that needs

8 to be looked into.

9           I'll defer to Chairman Suskie.

10 We need to move on, but those are the kind

11 of questions that I have as a regulator.

12      MR. MONROE:

13           And I think that it would

14 help -- I think your E-RSC Working Group,

15 I think, at least, is trying to take a

16 piece of it by this RMR or what you call

17 -- what your study is.  That study is

18 looking at, is there transmission that

19 would help relieve some of these issues.

20 RMRs are kind of looked at as operating

21 guides.  So would it relieve some of

22 those?  And I think if we looked at the

23 TLRs, too, there might be a way that, in

24 the TLRs, we could find those places

25 where, you know, it might be less
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1 expensive to build transmission than it is

2 to allow the economics to go off.  So

3 those are at least two ways.  Now, that

4 doesn't deal with all the operating

5 guides.  The base case overload may be

6 another issue that you need to investigate

7 to make sure that, when service is being

8 served, those base case overloads are

9 resolved, or, at least, you understand why

10 they will be there and why the next

11 customer would pay what they pay.  And I

12 think that some of that, it sounds like

13 we're going to have to do an investigation

14 in anyway to try to resolve what that

15 really is.

16      VICE-PRESIDENT FIELD:

17           Thank you.

18      PRESIDENT SUSKIE:

19           Question in the back?

20      MR. PEDERSEN:

21           Todd Pederson, West Memphis

22 Utilities.  Carl, on SPP, when you go from

23 the long-term model into your planning

24 horizon, 18 months, day 1, to be able to

25 request, do you have overloads?
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1      MR. MONROE:

2           I don't believe we do.  I'd have

3 to check and sure we did or we didn't.

4 Because what you're talking about now is

5 you're moving from a planning environment

6 into an operating environment.  No matter

7 how well -- no matter how well you plan,

8 you can move into an environment where you

9 actually do have overloads, because the

10 load is more, a unit is off, you have a

11 transmission piece out, that you may have

12 over loads in that case.  I don't know

13 that for a fact.

14           The intent in our planning

15 process, the transmission service request

16 process, is that we do the best job we can

17 of planning and constructing so that we

18 don't get into that.  But there could be

19 cases where, when we get into the

20 operating environment, there are overloads

21 there, but, you know, it's for a variety

22 of other reasons.

23      MR. PEDERSEN:

24           Because I guess my thought would

25 be that, on day 1, your model should look
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1 exactly like your long-term, should it

2 not, because that's what you've been

3 planning on?

4      MR. MONROE:

5           Yes.  Generally, if you look at

6 18 months out and you look at the load --

7 if you look at our long-term planning

8 model 18 months out and our AFC

9 calculation 18 months out, they'd be

10 exactly the same.

11      MR. PEDERSEN:

12           So my question is, do you have

13 any AFC calculations that are zero or

14 below?

15      MR. MONROE:

16           Actually, we do.  We have places

17 on the system where we have actually sold

18 at least as much service, if not a little

19 bit more, than what we should be selling.

20 And that's only because -- what we're

21 doing is forecasting, and when you get

22 better and better forecasters, you get

23 closer and things change.  You could have,

24 you know, made a decision out two years in

25 advance to sell service because it looked



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 140

1 good.  But as you get closer, the loads

2 are higher or transmission is out.  So

3 there are issues that come into real time

4 that you have to -- that Don has to deal

5 with, because we can't build transmission

6 in 18 months.

7      PRESIDENT SUSKIE:

8           Any other questions or comments?

9           (No response.)

10           Carl?

11      MR. MONROE:

12           Do you want to see the metrics?

13 I can go through those real quick.

14      PRESIDENT SUSKIE:

15           Sure.

16      MR. MONROE:

17           Okay.  Let's go ahead and do

18 those.  What we're trying to do is trying

19 to help the E-RSC and trying to help y'all

20 as stakeholders to get more information

21 about what's going on with the issues that

22 you're facing.  And a lot of these, as

23 Bruce explained last time, have come

24 out -- have come from kind of our

25 evolution within SPP of the way we look at
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1 it.  The first one has to do with TLRs.

2 It's the number of hours you spend in TLR.

3 And you'll notice that some months, you

4 spend more hours than there are hours in

5 TLR, and the reason that is, is you can be

6 in TLR at two different flowgates at the

7 same time.  So if you're in for an hour of

8 overload, that would be two hours, even

9 though it was one hour clock time.

10           Thank you.

11           And so the line, itself, it

12 shows the gigawatt hours curtailed, too.

13 And, again, this is all the gigawatt hours

14 that are curtailed for all the TLR.  It

15 doesn't matter what level you're in.

16           Okay.  And we went through these

17 last time -- or Bruce went through these

18 last time, too.  Our intent -- and we've

19 been encouraged by the E-RSC, the E-RSC

20 Working Group, to update these monthly, so

21 you'll see some updates from the time

22 Bruce provided this information to you.

23           And, again, what we tried to do

24 is split it out by TLR levels now.  And

25 I'll tell you, in SPP, what we watch is we
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1 watch these TLR Level 5s here.  And our --

2 our members and the board are concerned

3 about that, because that's where you start

4 into firm curtailments.  That's where

5 you've told somebody they've got firm

6 service and now you're curtailing them.

7 And we watch that and try to determine

8 from that whether there's specific

9 flowgates that we need to look at, the

10 specific conditions, whether our processes

11 are working correctly, all those kinds of

12 things, same kind of things that actually

13 you've asked Don and the ICT to look at

14 more, too, on TLR Level 5s.

15      CHAIRMAN PRESLEY:

16           Carl, do we have a copy of that?

17      MR. BRIGHT:

18           No.  I didn't know you were

19 going to go through that.

20      PRESIDENT SUSKIE:

21           You want to save this till

22 tomorrow?

23      CHAIRMAN PRESLEY:

24           Can you give it to us tomorrow?

25      MR. MONROE:
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1           Yeah.  We can save it till

2 tomorrow.  That's fine.  That will work.

3      PRESIDENT SUSKIE:

4           Also, if y'all could turn the

5 screen, that might help us a great deal

6 for tomorrow.

7      MR. BRIGHT:

8           Well, tomorrow we're going to be

9 in a different room.  We're going to be

10 downstairs in a small, small room.

11      PRESIDENT SUSKIE:

12           So we better get close and

13 comfortable.  So will there be a

14 projector?

15      MR. BRIGHT:

16           Yes, there will be.  And I'll go

17 down afterwards and make sure they get it

18 set up right.

19      PRESIDENT SUSKIE:

20           All right.  Thank you, Carl.

21 We'll touch on that quickly tomorrow.

22           Is there any other questions for

23 Carl or any matters before we adjourn

24 until tomorrow morning?

25           We have a hand raised.  Sam?
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1      MR. LOUDENSLAGER:

2           Yeah.  Just to be clear, Carl

3 will go through these, as well as the

4 metrics that they've developed on -- with

5 Entergy on LAPs.  Okay?

6      PRESIDENT SUSKIE:

7           Okay.  With that, we're

8 adjourned until 8:30 tomorrow morning.

9 Thank you.  Correction:  8 o'clock

10 tomorrow morning, 8 o'clock.  Those on the

11 phone may have missed that.

12    (MEETING ADJOURNED AT 4:09 P.M. AND

13   RESUMED ON MAY 13, 2010, AT 8:08 A.M.)

14                   * * *

15      PRESIDENT SUSKIE:

16           All right.  We'll reconvene the

17 meeting.  John Hurstell indicated we are

18 in congestion management this morning.

19 I'm going to call it a TLR 5, and nonfirm

20 customers need to get in the back of the

21 room.  I'll try to speak loud enough in

22 case you -- until we get the technical

23 difficulties worked out, but we'll go

24 ahead and proceed this morning.  We're

25 going to have presentations, more of an
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1 informative-type session today.  And we

2 had -- Carl began, but we didn't have the

3 slide.

4           So, Carl, if you could begin

5 this morning.

6      MR. MONROE:

7           Yeah.  I apologize for the --

8 not even having the slides.  We have given

9 you copies now of the slides that we're

10 going to go through.  Particularly, this

11 is just a rehash of it, so I'm going to go

12 through it fairly quickly -- rehash of

13 what we did in the last E-RSC.  There's a

14 little bit of an update, but just to make

15 sure that we show you where the update is

16 and kind of where we concentrate or look

17 at what -- what we look at in the metrics,

18 so...

19           Let's just go -- go back to the

20 LAP ones, and when he comes back, we'll

21 get those from him.  These are the --

22 these you haven't seen.  And so these are

23 in your packet, so we'll go to the LAP

24 ones first.  So these should be in your

25 regular packet.  And we'll go back to the
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1 metrics when we find Ben, and Ben can find

2 them.

3           So you haven't seen these.  This

4 will be the first time you've seen these.

5 But what we tried to do is, you have TLRs

6 and LAPs.  We talked yesterday about TLRs

7 being the -- really, the technical term

8 for what we use the IDC -- NERC IDC for.

9 And LAPs is what, in Entergy, is used for

10 what they call Local Area Procedures.  So

11 we tried to duplicate the same kinds of

12 information that we showed you in the

13 metrics last time.  These are provided by

14 Entergy.

15           And so the first thing is the

16 same thing that was shown yesterday on

17 that 1a.  This is kind of a 1a for LAPs,

18 and it gives you the number of hours in

19 the LAPs and the gigawatt hours that are

20 dispatched in the LAPs.  And so you can

21 actually look at the differences between

22 the gigawatt hours that you do in TLR now

23 and the gigawatt hours you do in LAPs, and

24 hours in TLR and the hours in LAPs, too.

25 I think hours-wise, there may be more in
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1 some months.  And most of these in LAPs is

2 re-dispatch.  And you'll see the gigawatt

3 hours curtailed are really measured by

4 gigawatt hours that are re-dispatched.

5           So you can go to the next one.

6           And so then this gives the same

7 thing, and it gives the differences

8 between the gigawatt hours that you

9 curtail by schedules and the gigawatt

10 hours that were re-dispatched.  And you

11 can see there's not really hardly anything

12 that's done under LAPs with schedules.

13 It's mostly re-dispatch under LAPs.  And

14 then the total number of LAP events, so

15 this is per month.  So you can see that,

16 for instance, in January, you know,

17 there's 30 days in January, so, you know,

18 there's 48 events, and there were multiple

19 LAPs going on at the same time.

20      MR. McCULLA:

21           That's in hours?

22      MR. MONROE:

23           Oh, you're right.  That's in

24 hours.  Sorry.

25           And then average number of
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1 events in hours.  That's how long the LAPs

2 lasted then, right?

3      MR. McCULLA:

4           Exactly.

5      MR. MONROE:

6           Okay.  I'll have to look into

7 that.

8           And this one is one that, as

9 Bruce told you last time, that we

10 concentrate on, at least within SPP, is

11 where is it happening, you know, where is

12 the most LAPs happening within Entergy.

13 And so you can look at the different

14 flowgates that are listed there.  The way

15 you read these is that you have a line,

16 and this says, "FTLO," which is "for the

17 loss of."

18           Okay.  So this is the Cow to

19 Colonial Orange 138 line for the loss of

20 Cow Bulk to Sabine.  So when we talked

21 about TLRs yesterday, this line would

22 overload if you lost this line, unless you

23 did the LAP.  So we're operating the

24 system so that if we ever lose this line,

25 we won't overload this line here.  So
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1 that's kind of the way you read what a LAP

2 is.  And so you can look at the different

3 ones.

4           The interesting one -- we looked

5 at this just from the -- you know, since

6 this is the first time we've shown both

7 the TLR and the LAP data, we looked to see

8 if there was any overlap.  It actually --

9 for, at least, the top flowgates for the

10 quarter -- for the first quarter, either

11 one, there weren't the same flowgates that

12 were both in TLRs and LAPs.  So there were

13 two different things being used for two

14 different purposes.  All right.  So that's

15 LAPs.

16      VICE-PRESIDENT FIELD:

17           Carl, if you have a LAP, it

18 doesn't necessarily mean you're in TLR 4

19 or 5?

20      MR. MONROE:

21           Correct, yeah.

22      VICE-PRESIDENT FIELD:

23           The event might prevent it, just

24 the backup.

25      MR. MONROE:
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1           Right, right.  The TLR -- LAP's

2 kind of done -- in some regard, is done in

3 that Level 4, where you've already cut the

4 nonfirm, and now you're doing

5 re-dispatches, and the LAPs are performed

6 in that Level 4, generally.

7      VICE-PRESIDENT FIELD:

8           Generally.

9      MR. MONROE:

10           Yeah.  Just -- I'd say that's

11 generally true.  So that you don't get

12 into firm curtailments after that.  But

13 the thing about it -- you saw that no

14 schedules were curtailed in there.  They

15 were either always curtailed from TLR, or

16 you didn't have any schedules to curtail;

17 you had to re-dispatch.  The IDC wouldn't

18 tell you anything -- it couldn't do

19 anything.  It would say you had to go to 6

20 already.  So this is a re-dispatch option.

21 So knowing that the LAP flowgates are

22 different than the TLR flowgates, just

23 looking at, at least, this top level ones,

24 then we know that we weren't in TLR at the

25 time; we had to go right to a LAP to
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1 remove the problem.

2           Yes, Skip?

3      MR. FOX:

4           How does this top-ten list

5 compare with the TLR top-ten list?  Do you

6 know what I'm talking about, when we

7 always look at the flowgates and kind of

8 give it the top-ten hit list?  Or do you

9 see a lot of these same flowgates on the

10 TLR top-ten list?

11      MR. MONROE:

12           Well, just to do that -- and,

13 Ben, I don't know if you have the metrics.

14 Looking at them, they don't overlap at

15 all.

16      MR. FOX:

17           Okay.

18      MR. MONROE:

19           I'll put it that way.

20           And so, from that, what we would

21 see is that we're not using -- we can't

22 use TLRs to do them; we have to use the

23 LAPS to do them.

24           Now, the other thing that we

25 want to add to that LAP 1 is the same
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1 thing that we're adding to the TLR 1, is

2 kind of -- is there anything in the works

3 to fix it, you know.  So this is a TLR 1,

4 and so if you were to look down through

5 the TLRs, these are the same for the loss

6 of.  If you look down through those, you

7 wouldn't find any of these top ten that

8 are on the same list as the top ten for

9 LAPs.

10           So here's the -- here's the only

11 other one that I really want to do since

12 we saw all the other metrics last time.

13 This is the metrics for the TLR in the top

14 flowgates, and this is the one that

15 usually, in, at least, SPP -- Kip can tell

16 you -- in SPP, there's a lot of

17 concentration on this, because this tells

18 us where actually the constraints on the

19 system is, so this would be the more

20 likely ones that you'd want to look at for

21 economic upgrades, even for reliability

22 upgrades sometimes.  How can you do a

23 reliability upgrade that will also help

24 this problem, too?  So there's a lot of

25 work that we do within SPP on this.  And,
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1 also, what we've added on ours -- now

2 we've tried to add within these TLRs -- is

3 kind of what the proposed solution is and

4 if there's any estimated completion date

5 to that.  So with that, that's kind of all

6 the metrics.

7      PRESIDENT SUSKIE:

8           I have a question.  So if -- go

9 back to the slide before you switched

10 slide presentations.

11      MR. MONROE:

12           Go back to the LAP.

13      PRESIDENT SUSKIE:

14           All right.  Like, the ones that

15 are 34 percent of the time in LAPs to,

16 say, 9 percent, what is being done to

17 address that?

18      MR. MONROE:

19           Do you know, Charles?  Charles

20 Long.

21      MR. LONG:

22           There are some projects that are

23 planned for some of these.  Keep in mind,

24 too, that a lot of times what you have --

25 and I assume this is for first quarter of
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1 '10; is that right?

2      MR. MONROE:

3           Correct.

4      MR. LONG:

5           So this would be a period where

6 we would have a lot of outages, a lot of

7 maintenance outages, unit outages, you

8 know, getting ready for the summer, so

9 often a Local Area Problem -- you know,

10 you get into a Local Area Problem because

11 you have equipment out for maintenance,

12 so -- and I'd have to look at each one of

13 these, but there are a few on there that

14 we do have some projects under way for.

15      MR. MONROE:

16           Okay.  I would hope that in the

17 next one, we could actually list the

18 proposed solutions.  On some of those, we

19 actually have temporary flowgates within

20 SPP, and that's kind of the -- the

21 difference between them is -- that we use

22 is, when it's temporary, we know it's

23 because of an outage or something, and so

24 we can tell whether we need to go for a

25 proposed solution or not.
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1      PRESIDENT SUSKIE:

2           Okay.

3      MR. MONROE:

4           So I'm hoping that -- I'm

5 assuming that y'all will work on trying to

6 get, at least, what the solutions are and

7 what the issues were that you face for

8 these.

9      MR. McCULLA:

10           Well, you know, another point to

11 look at probably:  The gigawatt hours

12 re-dispatched, compare them between the

13 two there, Carl.  You may see on some of

14 these, those numbers are probably pretty

15 low on this one compared to some of the

16 others -- TLRs.

17      PRESIDENT SUSKIE:

18           Could you say that again, Mark?

19      MR. McCULLA:

20           Well, I'm not sure -- we're

21 going to have to check into what the time

22 in LAP means exactly.  But the gigawatt

23 hours re-dispatched -- see the 21 there

24 and comparing that to the TLR sheet.  Like

25 Kip talked about, they look at the top ten
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1 in SPP on the TLR.  They don't have an LAP

2 sheet.  What may be a good metric to look

3 at is, what are the top ten as far as

4 gigawatt hours re-dispatched from both

5 sheets.

6      PRESIDENT SUSKIE:

7           So, like, for instance, the

8 34 percent could be because, you know, you

9 had a line down for two months and that

10 contributed to it.

11      MR. McCULLA:

12           That's right.

13      PRESIDENT SUSKIE:

14           Okay.

15      MR. MONROE:

16           That's all I had, Mr. Chairman.

17      PRESIDENT SUSKIE:

18           All right.  Thank you.

19           Next, we have the flexible

20 capacity presentation.  John Hurstell is

21 first.  And because of time's sake, we're

22 going to see if, like, each presentation

23 go about 45 minutes and then allow time

24 for questions at the end.  So, in other

25 words, I know this group likes to get into
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1 some debates.  Let's hold the debates till

2 kind of the end of all presentations.  But

3 if anybody has any clarifying questions,

4 you know, that would make sense to ask at

5 that time, we'd appreciate that input at

6 that time.  Just simple clarifying

7 questions.

8      MR. HURSTELL:

9           Okay.  Thank you.  Good morning.

10 I'd like to talk to you guys about the

11 interrelationship between qualified

12 facilities, flexible capability and legacy

13 generators.

14           Ben?

15           And we're going to sort of pick

16 on the QFs this morning, but before I do

17 that too much, remember that there are

18 many sources of --

19      MR. LOUDENSLAGER:

20           Turn your mic on.

21      MR. HURSTELL:

22           Okay.  There are many reasons

23 why we have to have flexible capability on

24 our system.  QFs are just one of them.  At

25 the E-RSC Working Group, there was some
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1 confusion about QFs.  That's what prompted

2 this presentation.  And just to remind

3 everyone, the qualified facilities have --

4 are given certain rights under PURPA.

5 They have the right to put to us, but not

6 the obligation to.  So we are obligated to

7 take the purchase and accept it into our

8 system and pay hours for what it costs,

9 and what it costs is determined by the

10 state commission.  The QF is not required

11 to notify us when it starts to deliver or

12 notify us when it chooses to stop

13 delivering.  And we have to have

14 generation that can turn down when the QFs

15 start to deliver and turn up when the QFs

16 stop delivering.  Like I said, they don't

17 give us any notice, so we have to have

18 that generation available and under our

19 control.  It doesn't have to be our unit,

20 but it has to be under our control so that

21 we can respond.  And, of course, the

22 energy from the QFs is nonfirm, so we

23 can't rely on that to meet our firm load

24 obligations.

25           Ben?
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1           Deliveries from the QFs vary

2 significantly.  This is seven consecutive

3 calendar days, and to be candid with you,

4 I don't know which days are Saturday or

5 Sunday.  But it just shows that, in this

6 seven-day period, QF deliveries on a daily

7 basis went from -- it looks like about

8 33,000 megawatt hours down to about 18 or

9 19,000 megawatt hours.  So we see great

10 variability on a day-to-day basis.  We see

11 variability on an hourly basis.

12           Again, this is not a typical

13 day.  I don't think there's any such thing

14 as a typical day when it comes to the QF

15 put, but this is one of those days where

16 QFs vary pretty significantly from one

17 hour to the next.  And this is probably --

18 in terms of total QF put, this is probably

19 a fairly light day.  I think, on average,

20 we get between 1,500 and 1,700 megawatts

21 of QF put to us on an hourly basis.

22           Now, again, we don't see -- we

23 have no idea that QF put was going to go

24 from this amount to that amount.  We just

25 get no warning of it.  And we certainly
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1 get no warning that as we get to the peak

2 hours of the day that QF put disappears.

3 So not only does it vary hour to hour, it

4 varies minute to minute.

5           And, again, this is one hour

6 in -- sometime in 2009, and you can see

7 that QF put started the hour at about

8 1,325 megawatts, and during the hour, it

9 got down to about 1,150.  So there's

10 tremendous variability all the time, and I

11 think David is going to point out is that

12 output of the QFs can vary based upon the

13 steam requirements of the plant and, I

14 think, of their host.  I think that's what

15 you're seeing here on the intrahour

16 swings.

17           Now, QF puts on our system have

18 grown significantly since 2000, and if we

19 would have put in '99, '98, it would be

20 even lower, if we went further back.  But

21 in 2000, we had about 2 million megawatt

22 hours of QF put, and now we see roughly

23 about 10 million.  Did I say 2000?  It's

24 2 million megawatt hours of QF put total,

25 and now we see roughly about 10 million
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1 megawatt hours of QF put.  So that's

2 probably about 10 percent of our total

3 energy mix.  And I'm just not aware of any

4 other utility that has 10 percent of its

5 energy coming from a source that it has no

6 control over.  And that's -- I think

7 Mr. Schnitzer was the one who coined the

8 phrase that the QFs are our wind.  This is

9 our wind generation.

10      MR. CHESHIRE:

11           Can I ask one clarification?

12      MR. HURSTELL:

13           Sure.

14      MR. CHESHIRE:

15           I know a couple of the big QFs

16 whose puts were actually converted to

17 purchase power agreements.

18      MR. HURSTELL:

19           Uh-huh.

20      MR. CHESHIRE:

21           Does this graph exclude those

22 purchase power agreements?

23      MR. HURSTELL:

24           This is the pure QF put.

25      PRESIDENT SUSKIE:
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1           And John mentioned this earlier.

2 Arkansas has one QF.

3      MR. MONROE:

4           Yes.

5      PRESIDENT SUSKIE:

6           That's Pine Bluff Energy in Pine

7 Bluff.  Mississippi has none?

8      CHAIRMAN PRESLEY:

9           Mississippi Chemical.

10      MR. HURSTELL:

11           Yeah, but I think they -- when

12 they put -- if they put, it's 2 to

13 5 megawatts, something like that.  It's

14 not much.  They don't put many hours.

15      PRESIDENT SUSKIE:

16           And do you know what the

17 breakdown is?  Like, most of it's in

18 Louisiana; some's in --

19      MR. HURSTELL:

20           Most of the remaining is in

21 Louisiana.

22      VICE-PRESIDENT FIELD:

23           I'm glad we're leading in

24 something.

25      MR. HURSTELL:
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1           I'd say, just rough numbers,

2 two-thirds of it is in Louisiana,

3 one-third in Texas.  But that's just a

4 ballpark number.

5      PRESIDENT SUSKIE:

6           All right.  Thanks.

7      MR. HURSTELL:

8           And the -- I talked about the

9 average QF put is about 1,500 megawatt

10 hours -- 15 to 1,700 megawatt hours at a

11 time.  The max that I've seen is about

12 2,600 and some hours.  Now, I think we

13 probably have 6 to 8,000 megawatts of QF

14 put potential, but the difference in those

15 months is how much they use for their host

16 load.  You know, if they -- a refinery may

17 have 300 megawatts of generation, but they

18 use 280 of it to serve their own load.  I

19 don't think we'll ever see that as a put.

20           So we must have generation to

21 replace this QF put when it comes on and

22 also be able to turn down -- when it comes

23 on and replace it when it goes off.  And

24 that generation is supplied by -- I mean,

25 it's generally supplied by generators that
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1 are on line and operating.  Because,

2 again, we have no warning, so we can't sit

3 there, and the QF put starts to go down,

4 then start up generators.  Generators must

5 be under our control.  And this is a key

6 component:  It's got to have a flexible

7 fuel supply to match the varying output.

8           So for those of you who buy gas,

9 I think you understand that it's a

10 difficult proposition to go to a gas

11 company or a gas supplier and say, I want

12 to take this small amount of gas all the

13 time, but I need to be able to take enough

14 gas to swing my unit up at any time, and I

15 can't tell you when it's going to happen;

16 it's just going to happen, and I need to

17 be able to do it.  And that's not

18 necessarily an easy gas supply to get.

19           Yeah, Bill?

20      MR. BOOTH:

21           Does the control have to be

22 through AGC, or do -- instructions over

23 the -- does the control have to be through

24 AGC, or can it be over the phones?

25      MR. HURSTELL:
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1           We have to have some on AGC.  It

2 doesn't all have to be on AGC.

3      MR. BOOTH:

4           About how much?

5      MR. HURSTELL:

6           I couldn't --

7      MR. BOOTH:

8           Half?

9      MR. HURSTELL:

10           I would say half has to be on

11 AGC.  But we -- we buy from merchants

12 right now, Bill, some of the control, and

13 we get -- we do it by phone.

14      MR. BOOTH:

15           Okay.  Is there a specific

16 objective criteria that identifies how

17 much has to be by AGC?

18      MR. HURSTELL:

19           Not that I'm aware of.  I'm not

20 down to that level.

21           Okay, next.

22           Oh, yes?

23      MR. SHARER:

24           How does Entergy manage its gas

25 supply to factor some of this in?
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1      MR. HURSTELL:

2           Well, we generally do it in one

3 of three ways:  We have -- first of all,

4 we have a gas storage facility located

5 in -- outside of Beaumont, Texas, that

6 connects to seven of our generator units.

7 So that gives us tremendous amount of

8 flexibility there.  The second way we do

9 it is with long-term gas contracts.  For

10 example, we have the Evangeline contract

11 that connects to our -- a header system

12 that supplies what we call our Nine Mile,

13 Waterford and Gypsy facilities, which

14 that's a total of five -- eight -- ten

15 generators there that pull off a common

16 pool.  We set up a header system.  So --

17 and we have a long-term gas supply.  We

18 commit to take gas, but we have tremendous

19 flexibility.  And the third way we do it

20 is through multiple pipelines.  And one of

21 the advantages to being in the gas fields

22 is that we've got pipelines going

23 everywhere.  So we might have a plant that

24 has ten pipelines going into the plant, so

25 we do it by buying on multiple pipes and
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1 buying different packets of gas on

2 different pipes.

3      MR. SHARER:

4           So each of your plants that

5 count as DNRs have firm transport

6 associated with the PMAX of each of the

7 facilities?

8      MR. HURSTELL:

9           That count as what?

10      MR. SHARER:

11           A DNR.  Do they all have firm

12 transport?

13      MR. HURSTELL:

14           No.  They don't have firm

15 transport.  The third option is when we

16 don't have firm transport, but we have --

17 I'm trying to think of the term we use

18 where we measure the capability of our

19 pipelines to deliver gas to the plant.  So

20 if we only had -- if we had a 500-megawatt

21 plant and one pipe that could deliver

22 500 megawatts worth of gas, we'd call that

23 100 percent served.  We have plants that

24 are 5 and 600 percent served, so we rely

25 on that diversity.
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1           And if we -- the beauty of our

2 system is that if we can't get gas at

3 Baxter Wilson, we can get gas at Sabine,

4 or we can get gas at Perryville.  We move

5 that obligation around.  It would be very

6 expensive to buy firm transportation for

7 the full flexibility at all of our units.

8 So that's why we use that combination of

9 storage --

10      MR. SHARER:

11           Sort of a pooling?

12      MR. HURSTELL:

13           Yeah.  Okay.  Did that answer

14 your question?

15      MR. SHARER:

16           Uh-huh.

17      MR. HURSTELL:

18           All right.  So what you hear

19 about legacy generators is the high heat

20 rates.  Even though legacy generators have

21 higher heat rates, they are a very

22 economic source of that flexible

23 capability.  And our reliance on those

24 units has been because of that economic

25 advantage.  We only run those units
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1 because they are the lowest cost option

2 available to us to meet that need.  And

3 what gives them that economic advantage is

4 their tremendous flexibility, and that is

5 the difference between the minimum

6 operating levels and the maximum operating

7 levels.

8           So, for example, a -- probably a

9 little bit better than average unit can go

10 from a 50-megawatt min to a 450-megawatt

11 max.  And we've tried to come up with the

12 way to best describe that swing, so what

13 we've decided to use is a multiplier of

14 dividing the max by the min.  So 450 and

15 50, that will be a swing of 9.  And one of

16 our poorer swing units is -- would go from

17 50 -- you know, 200-megawatt min to a

18 500-megawatt max.  So it would be 500

19 divided by 200, which is two and a half.

20 So we have an example here of a 9 swing

21 and an example of a 2 and a half swing.

22 And I think we did kind of a weighted

23 average of what the system's swing is, and

24 I think it was about 6 and a half on our

25 legacy generators.



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 170

1           Now, based on our offers --

2 based on the offers we received -- not

3 based on any technological assessment, but

4 based on the offers that we receive in the

5 WPP, most merchant generators do not have

6 that type of flexibility.  What we see is

7 two general types of offers.  It's

8 basically a 2-on-1 configuration, where

9 they offer a minimum of 350 and a max of

10 450, or they offer a min of 150 and a max

11 of 250.  That's -- that has been the

12 overwhelming majority of the offers that

13 we receive for flexible capability in the

14 WPP.

15      PRESIDENT SUSKIE:

16           Hey, John?  What about outside

17 the WPP?

18      MR. HURSTELL:

19           Outside the WPP, we solicit bids

20 weekly -- I mean monthly, daily, and we

21 see the same general pattern.

22      PRESIDENT SUSKIE:

23           Okay.

24      MR. HURSTELL:

25           So the lack of flexibility
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1 really is what makes the merchant

2 generators less economic than the

3 flexible -- than the legacy generators.

4 And I'm going to walk through an example.

5 Well, before I do that, just to -- I want

6 to kind of set the stage for how much

7 energy we're talking about here.

8           This is Entergy's load in 2009,

9 and this is our sources of energy.  And

10 you can see that a little more than

11 50 percent of our energy comes from

12 nuclear, coal and hydro.  Then another,

13 say, 35 million megawatt hours come from

14 purchases, and that includes QFs and

15 purchases from merchants predominantly.

16 So that's why I don't want anybody to

17 think that we're not buying from

18 merchants.  We buy a lot more from

19 merchants than we generate in our own

20 legacy generators.

21           The next group is about --

22 probably about 5 million megawatt hours,

23 and that comes from our new gas

24 facilities, the CCGTs that we've

25 purchased, Perryville, Attala, --
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1      MR. LOUDENSLAGER:

2           Ouachita.

3      MR. HURSTELL:

4           -- Ouachita.  Then this last

5 group is about 15 to 16 million megawatt

6 hours, and that's the legacy gas.  So that

7 is the amount of energy that we produce

8 from these facilities.

9      PRESIDENT SUSKIE:

10           Hey, John?

11      MR. HURSTELL:

12           Yes.

13      PRESIDENT SUSKIE:

14           So are the QFs in the purchases?

15      MR. HURSTELL:

16           QFs are in here, yes.

17      PRESIDENT SUSKIE:

18           And how does that break down,

19 like, merchants to QFs?

20      MR. HURSTELL:

21           QFs are about a third of that,

22 and merchants are about two-thirds.

23      PRESIDENT SUSKIE:

24           Okay.  And are you counting the

25 QFs that you have contracts with as



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 173

1 merchants?

2      MR. HURSTELL:

3           As merchants, yeah.

4      PRESIDENT SUSKIE:

5           Okay.

6      MR. HURSTELL:

7           We only count the QF put as --

8      PRESIDENT SUSKIE:

9           The QF put.

10      MR. HURSTELL:

11           -- the QF put.  So that just

12 gives you an idea of the magnitude of the

13 energy relative to the rest of our system

14 that we're talking about.

15           All right.  Probably the best

16 way to show the economic advantage of

17 flexible capability is to walk through an

18 example.  Now, before I even get into the

19 example, it is only meant to show the

20 relative economics of a representative

21 offer from a merchant versus one of

22 Entergy's legacy generators.  Let me be

23 clear.  There are some merchant offers

24 that are better than some -- more economic

25 than some of our legacy generators, and
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1 that's why we've bought flexible

2 generation in the WPP.  I am not up here

3 saying that all legacy generators are

4 better than all merchant offers.  But this

5 is just an example of how one legacy

6 generator is better than a typical IPP and

7 a merchant offer.

8           Are you ready?

9           Okay.  Let's assume for the sake

10 of discussion that Entergy requires

11 400 megawatts of flexible capability.  And

12 just to be clear, we require many -- much

13 more than 400 megawatts every day.  But

14 just to keep the example simple, we're

15 using 400 megawatts of flexible

16 capability.

17           Option 1 is to operate a single

18 legacy generator at 50-megawatt minimum

19 that can turn up to 450.  That's one

20 option.  A second option is to enter into

21 a contract with four merchants that have

22 offered 355-megawatt minimum and a

23 455-megawatt maximum and take it round the

24 clock.  Or the third option is to enter

25 into that contract with four merchants and
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1 turn them off each day and only run them

2 during the on-peak hours.  Those are three

3 options that we have.

4           And before I go any further, I

5 want to make sure everyone understands is

6 that we don't sit there every day and say,

7 how much flexible capability do we need;

8 let's decide which units we're going to

9 run to serve our flexible capability

10 needs.  That's not the way it works.  We

11 have a production cost model.  I'm sure

12 most of you guys are familiar with it.

13 You put in all our constraints, you put in

14 all your resources, and the model

15 optimizes for all of the constraints.  It

16 doesn't just do flexible capability

17 separate and apart from everything else.

18      PRESIDENT SUSKIE:

19           John, how are the constraints

20 figured?  Who does those assumptions and

21 so forth?

22      MR. HURSTELL:

23           Well, we do.  We put in, okay,

24 here's our load; here's our maximum load,

25 here's our minimum load.  That's one
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1 constraint.  You put in what generation

2 you have, what the minimum run for every

3 one of your units are, what the maximum

4 run is, what gas supply you have, what

5 purchase power opportunities you have,

6 what reserve requirements you have to

7 meet, what is a forecast for QF put, and

8 you put in all of those parameters, and

9 then it comes up with, these are the units

10 that you should commit in order to satisfy

11 all of those constraints.  If we have any

12 transmission constraints, we put that in

13 there, as well.

14           Okay, Ben?

15           So option one:  Operate the

16 legacy generator.  And the graph here

17 is -- the red is actual generation and

18 sort of the faded red is the flexible

19 capability.  And, again, that's the

20 ability for us to turn up should we need

21 it.

22           So go to the next slide, please.

23           The cost then to our customers

24 of operating this unit is the difference

25 between the cost we pay for this energy
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1 versus the cost for the next lowest cost

2 option, and what we're using here as the

3 next lowest cost option is a block

4 purchase.  It may very well be one of our

5 coal units, but we're just using a block

6 purchase to keep it simple.  So we could

7 have made a block purchase to cover the

8 off-peak hours and then a block purchase

9 to cover the on-peak hours.

10           Go to the next slide, please.

11           So what we said -- we wanted to

12 make an assumption.  We had to make some

13 assumptions, so we assumed that when a

14 unit is operating at that low a level,

15 50 megawatts, its heat rate is going to be

16 pretty bad.  So we assumed a 15,000 heat

17 rate.  Now, as the unit turns up, the heat

18 rate on the unit drops pretty

19 significantly.

20           For example, the incremental

21 heat rate, if we go to 51 megawatt

22 hours -- I mean 51 megawatts -- might be

23 9,000.  So that incremental heat rate is

24 much lower than this average heat rate.

25 We assumed a $4 gas price and assumed that
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1 the on-peak block cost is based on about

2 an 8,000 heat rate.  And that's pretty

3 representative of the market.  And the

4 off-peak block is -- we said we can buy

5 off-peak at $22.  So with a $4 gas price,

6 15,000 heat rate, the cost of the

7 generation is $60.  So for eight hours,

8 we're generating 50 megawatts, and we're

9 paying 60 instead of 22.  And that costs

10 us $15,000 for the off-peak.  On-peak is

11 the same thing, except it's 16 hours, and

12 the alternative is 32, not 22, and that

13 costs us about 22,000.  That's $37,000 for

14 that option.

15           So if you think about it this

16 way -- and I think I did the math right --

17 this works out to about nine cents a kW

18 day.  So for a month, what this generation

19 does, it gives us a -- the right to go

20 from zero to 400.  Think about it that

21 way, because we already got the unit

22 running at 50.  We can go from zero to 400

23 with no notice, no obligation to take, for

24 $2.75 a kW month.  That's a pretty good

25 option.  We -- I don't recall ever getting
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1 an option from any merchant that says, for

2 $2.75 a month, you don't have to take any

3 energy, but you can take up to

4 400 megawatts.  So that's why, if you look

5 at it in those terms, that's a pretty

6 attractive option.  Okay.  So $37,000 for

7 the legacy generator.

8           Option 2 is purchase from a

9 merchant.  Same -- same legend here.  The

10 actual generation is in red.  The

11 flexibility is in the faded red.  Now,

12 this is a single merchant, but it only

13 provides 100 megawatts of flex, so we're

14 going to have to multiply whatever the

15 cost is times four to get all four.  Okay.

16 Same situation.  We're going to measure

17 the difference between the generation to

18 an off-peak block and an on-peak block.

19           Go to the next slide.

20           We're assuming that, when it's

21 operating at its minimum, it's got a 9,000

22 heat rate.  And, again, that's sort of

23 representative of the offers that we've

24 received.  And you do the same

25 calculations, but the big difference --
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1 two big differences -- remember, the

2 legacy generation cost was $60.  This cost

3 is only 36.  Much cheaper, much better

4 heat rate.  It's got to be a better deal.

5 When you multiply it by the 355, you'll

6 see the cost for that one unit is $62,000,

7 much more expensive than the 400 megawatts

8 from the 37,000.

9           Okay.  Go to the next slide.

10           The third option was we'll just

11 take the unit during the on-peak hours,

12 and we eliminate the costs in the off-peak

13 period.  So same thing.  Same thing.  We

14 just -- but in order to eliminate that

15 off-peak cost, you have to start the unit.

16 You have to pay to start it.  And as is

17 reasonable, and we should expect, is that

18 when you get a -- when you have to start

19 the unit, you got to pay a start-up cost.

20           All right.  So sort of

21 representative of the start-up costs we're

22 seeing was about $28,000.  Saw some that

23 was maybe as low as 15 or 16, some that

24 were as high as $60,000 to start up.  But

25 you eliminate that off-peak cost.  You've
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1 still got the same on-peak cost.  And now

2 the daily total there is about 50,000.

3           Yeah?

4      MR. SHARER:

5           Generally speaking, when you get

6 offers like these, where one is a daily

7 start and one is a run-through, are the

8 heat rates the same whether you're

9 starting up the unit or not?

10      MR. HURSTELL:

11           The way the WPP bids come in is,

12 they tell us the heat rate at the minimum

13 level, whether we start it or whether it

14 runs through.  It's just what's the heat

15 rate at the minimum level.  That's my

16 understanding.

17      MR. SHARER:

18           Maybe I -- maybe I didn't frame

19 my question right.  I guess -- I agree

20 that if a unit has to start each day, it

21 has to charge for the start-up.  And

22 generally speaking, you know, they're

23 picking where to put their margin, whether

24 in the heat rate or in the start-up, and I

25 guess it just -- it would seem to me that
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1 if someone is charging you for the

2 start-up, the heat rate would be lower

3 because it's another bucket to put dollars

4 in.

5      MR. HURSTELL:

6           Exactly.  And it may be.  But,

7 again, this was just sort of a

8 representative example.  I think the point

9 you're trying to make is absolutely

10 correct, is that the merchant can say,

11 look, I don't want you to start up every

12 day; I want to make my money on the

13 minimum (inaudible).  So he can put a

14 $50,000 start-up fee in there and put a

15 heat rate of 9,500, and that way, he's

16 making money on the energy he's making.

17 He sends us a clear economic signal to not

18 shut down the unit at night.  Others say,

19 but I want to -- I just want to make money

20 in the start-up, so they get a big

21 start-up and a low heat rate, and that's

22 okay.  Anything they want to do, because

23 we'll put it into the model, and the model

24 will take the better option.  But, again,

25 remember this 50,000 produces only
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1 100 megawatts of flexible capability.

2           Ben?

3           All right.  So you've got to do

4 a comparison, and the legacy generation

5 costs 37,000.  The option 2, where you run

6 the merchant generator around the clock,

7 costs about 250,000.  And the third

8 option, which is running it just on-peak,

9 costs about $200,000.

10           Now, again, I'm going to

11 emphasize, there are some offers from some

12 merchants that are more competitive than

13 some of our legacy generators, and that's

14 why we do buy some energy in the WPP.

15 Now, and this is all based on a $4 gas

16 price, it's based on 8,000 heat rate as

17 the alternative for on-peak, it's based on

18 $22 as the alternative on off-peak.  And

19 all those variables change every week, and

20 that's why we run the model.  Okay.

21           Now, let's talk about how these

22 units actually run.  Again, this is a

23 representative unit that I've been talking

24 about.  You'll see that, for the most

25 part, it sits at its minimum, and during
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1 the day, as our load comes up, that unit

2 will be turned up, and then we might be

3 able to go buy a block of power so the

4 unit comes down or QF put may disappear

5 for a while.  So the unit turns up, and

6 then the QF put may come back, so the unit

7 turns down.  But the point is, there's

8 only about 1,300 megawatt hours above

9 minimum there, and that is typical of how

10 these legacy generators operate.  Now,

11 there's some that operate more and some

12 that operate less.  But the point is, is

13 that these units are there to provide

14 flexible capability.  It is to provide

15 this should we need it.  Okay?

16           Now, when I've heard merchants

17 make a comparison between their generation

18 and our generation, they look at all of

19 the megawatt hours.  They make no

20 distinction about what role the generation

21 plays.  They don't talk about the role of

22 providing flexible capability or providing

23 instantaneous swings in response to

24 changing conditions.  So they look at all

25 of the energy.
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1           Ben?

2           And what happens is, is they

3 claim savings that aren't really there.

4 So the merchants' view is, they look at

5 our legacy generator, and they pick out

6 the example I just gave, where there was a

7 total of 2,488 megawatt hours, and you'll

8 say that the heat rate is 12,000, because

9 that's the average heat rate, and so

10 that's a cost of $48, so the total cost of

11 that generation is 120,000; and merchant

12 generation can do it at a 7,000 heat rate

13 or $28, total cost of 70,000, so merchant

14 generation can save $50,000.  And that's

15 the claim we've heard many times.

16           The reality is, is the legacy

17 generator provided 400 megawatts of

18 flexible capability and it costs $37,000.

19 It provided an additional 1,300 megawatt

20 hours at the incremental heat rate of

21 about 10,000, so that cost us 40,000.  So

22 the total cost is 89,000.  The merchant

23 generator provided us 400 megawatts of

24 flexible capability, costs 250,000,

25 provided an additional 1,300 megawatt
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1 hours at the 8,000 heat rate -- that gets

2 big to us -- at thirty -- that's -- or

3 $32.  The total energy cost is 41,000, so

4 the total cost is 291,000.  The reality

5 is, is the legacy generator saved us over

6 $200,000.  That's the reality.  Because

7 you have to look at the need for flexible

8 capability.

9           Yeah, Bill?

10      MR. BOOTH:

11           Does this change if the

12 independent power producer QF is already

13 on line providing power?

14      MR. HURSTELL:

15           The cost of the --

16      MR. BOOTH:

17           Right.  If you're comparing an

18 Entergy unit that's on line, operating at

19 min-gen, waiting to ramp up to provide

20 flexible capability --

21      MR. HURSTELL:

22           Uh-huh.

23      MR. BOOTH:

24           -- and if you have a QF or an

25 IPP that's on line and actually providing
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1 power, --

2      MR. HURSTELL:

3           Uh-huh.

4      MR. BOOTH:

5           -- so that they're -- you know,

6 it's apples to apples, --

7      MR. HURSTELL:

8           Yeah.  That was the second

9 example.  Remember, the second example on

10 the merchant, there were no start-up

11 costs.

12      MR. BOOTH:

13           Right.

14      MR.  HURSTELL:

15           So we assume the merchant was

16 running, just -- and just like the legacy

17 generation.  So that's the example you're

18 talking about.  It's assuming that it's

19 already running.  No start-up costs.

20      MR. BOOTH:

21           So then it can become economic?

22      MR. HURSTELL:

23           Yeah.  Oh, no, no.  That was the

24 second option, where we compared where if

25 it's already running and it's running at
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1 its minimum, we just considered that

2 option.

3      MR. SHARER:

4           How does tagging play into this?

5      MR. HURSTELL:

6           How does what?  I'm sorry.

7      MR. SHARER:

8           Tagging.  The fact that you guys

9 don't have to have tag your own units

10 synching to your load, but if you're

11 buying power from a merchant, it has to be

12 tagged.  I'm talking about the idea of

13 flexibility and ramping capability, et

14 cetera, et cetera.

15      MR. HURSTELL:

16           And, again, I don't get down to

17 that level of detail exactly how that

18 happens, but my understanding is we

19 designate you as a designated network

20 resource, and then it's treated the exact

21 same way.  Again, that's my understanding.

22 I stand to be corrected, but that's my

23 understanding.

24      MR. SCHNITZER:

25           That's right.  That's right.
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1      MR. HURSTELL:

2           Okay.  So that's why the idea --

3           I'm sorry.  Go back.  One more.

4           All right.  This is the key

5 point, is that we operate the legacy

6 generators not because we have to; we

7 operate them because they are the economic

8 choice for us.  And when I hear things

9 about what are we going to do to shut them

10 down, well, if we shut them down, we're

11 going to raise our costs, and that's the

12 reality.  And we can have two objectives

13 -- one of two objectives:  We can either

14 have an objective that we reduce the

15 amount of legacy generation that we have

16 or we can reduce the cost.  You can't --

17 you can't set both of those as objectives.

18           All right.  Next slide.

19           What this is, is each letter

20 represents a different unit, and this is

21 the percentage of energy out of a unit

22 that comes at its minimum level, from its

23 minimum segment.  And what this shows is

24 that most of our units are above the

25 50 percent mark.  What that tells me is
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1 that most of our generators, the legacy

2 generators, sit there at minimum and

3 they're like our spare tire.  They're

4 there when we need them should QF put

5 disappear or should our load suddenly go

6 up or something else happens on our system

7 and we need to turn them up for a few

8 hours at a time.  And that means all this

9 energy in the red bars is -- that's the

10 energy we're comparing in that -- in that

11 analysis that I just went through.  It's

12 reflected in the cost of flexible

13 capability.  And a total of 65 percent of

14 the energy from legacy generators come

15 from that minimum segment.

16           Okay.  So now, if you look at

17 that -- let's go back to the makeup of our

18 loads.  Same percentage of nuclear and

19 coal and purchases, new gas.  And what we

20 did, we put legacy gas at minimum.  At

21 about -- like I said, 65 percent of the

22 energy is at minimum, so the percentage of

23 energy from our legacy units that is not

24 associated with the cost of flexible

25 capability is -- I think that's about
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1 5 million megawatt hours.  And that really

2 is the energy that is where the units are

3 dispatched based on economics.  And it's

4 an hour at a time, a few hours at a time,

5 and I guess my thought is that, if

6 somebody would have come to me and say, I

7 want to build generation that's going to

8 supply probably 5,000 megawatts of

9 capacity and only 5 million megawatt hours

10 of energy, what type of generation would I

11 build?  And if I asked, I think, the

12 majority of the people in this room that

13 question, it works out to about a

14 15 percent capacity factor.  I don't think

15 many of you would say build the CCGT, not

16 to plan on operating at a 15 percent

17 capacity factor.  Okay?

18           Now, what this graph shows is

19 the red, solid red, is that is the daily

20 flexible capability required on our

21 system.  That's the sum of the QF put, the

22 load swings, the generator imbalances,

23 operating reserves.  What the solid line

24 is, is the amount of flexible capability

25 we have deployed -- actually deployed each



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 192

1 day during 2009.  We see the solid line in

2 here.  It might be hard to see.  If that

3 solid line sat up here and ran across the

4 top, then you can make a case that we have

5 too much flexible capability deployed.

6 But that's just not the reality.  You can

7 see we do a fairly good job of following

8 that load, following that obligation.

9      PRESIDENT SUSKIE:

10           John, I've got a question.

11      MR. HURSTELL:

12           Sure.

13      PRESIDENT SUSKIE:

14           It says the flexible capability

15 is the red.

16      MR. HURSTELL:

17           That's the capability required.

18      PRESIDENT SUSKIE:

19           Shouldn't it just be the top

20 half of that?  Because, you know, at

21 4,000 megawatts...

22      MR. HURSTELL:

23           No.  Each -- this is just a

24 daily number.  It is -- it's 365 value.

25 So each day, how much capable flexibility



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 193

1 did we need?  It's not our load.  It is

2 the sum of the QF puts -- the maximum QF

3 put for the day.  And this is after the

4 fact.  Sum of the QF put during the day,

5 the sum of the generator imbalances, the

6 operating reserves.

7      PRESIDENT SUSKIE:

8           So when the graph goes up and

9 down, that deviation, that's what was

10 actually the deviation?

11      MR. HURSTELL:

12           That was the difference each

13 day.  So the difference between this value

14 and this value is just the QF put might

15 have been lower on this day or the

16 generator imbalance could have been lower.

17 This is just how much flexible capability

18 we needed on that day.

19      MR. SCHNITZER:

20           John, just to clarify -- that

21 4,000 megawatts that the Chairman is

22 referring, that's not generation that's

23 loaded; that's a base requirement of

24 unloaded generation you need every day.

25      MR. HURSTELL:
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1           Yes.

2      MR. SCHNITZER:

3           So you couldn't replace that

4 with a block purchase.  That's unloaded

5 capability.

6      MR. HURSTELL:

7           Exactly.

8      MR. SCHNITZER:

9           That's what that's measuring.

10 Okay.

11      MR. HURSTELL:

12           Thank you, Mike.

13      MR. HAMMETT:

14           The actual load is --

15      MR. HURSTELL:

16           Oh, the actual load is -- this

17 is -- this is not the actual load.  But

18 you understand what I mean, is that, if

19 that solid black line were up here, then

20 that would say you have way too much

21 legacy generation deployed.  Okay?

22           Yes?

23      MR. SHARER:

24           Is the red an after-the-fact

25 number?
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1      MR. HURSTELL:

2           Yeah.

3      MR. SHARER:

4           So you're kind of comparing what

5 you deployed at a time versus what

6 actually -- if you look back?

7      MR. HURSTELL:

8           Exactly.  You know, if we had

9 perfect knowledge, we would have probably

10 had more -- you know what this probably

11 was, is probably it's a couple of -- the

12 one that's hardest for us to predict are

13 the merchant generator generator

14 imbalances, you know, and that's not a

15 fault to you guys, because your units trip

16 off line just like ours do, and it's not

17 that you're poor performers or anything,

18 but when your unit trips off line, that

19 puts a burden on us that we've got to

20 supply that schedule for a few minutes

21 until it gets back.

22           Okay.  And I think that was it.

23 Thank you.

24      PRESIDENT SUSKIE:

25           Thank you.
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1      MR. HURSTELL:

2           Any questions?

3           Kip?

4      MR. FOX:

5           Just a quick one.  With all that

6 flexible generation that you have on line,

7 and let's say you got 2,000 megawatts of

8 QF put, is there a possibility that the

9 next hour -- hottest day of the summer,

10 those QFs aren't going to be there, and it

11 only looked like you had maybe 8 to

12 1,000 megawatts of flexible generation

13 there.  Is there a possibility that, you

14 know, that QF's not there, and then you

15 guys are scrambling and pulling on the

16 system to...

17      MR. HURSTELL:

18           Well, there's a possibility that

19 they could leave, surely.

20      MR. FOX:

21           Yeah.

22      MR. HURSTELL:

23           But I don't think we'd be

24 scrambling, because that's what we plan

25 for.
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1      MR. FOX:

2           Okay.

3      MR. HURSTELL:

4           Every day, we look and see what

5 is our forecasted load, what resources do

6 we need to serve that load, assuming no QF

7 put, so that's why we have the generation

8 deployed to do that.  Then the next step

9 is, okay, now what -- if we get

10 1,500 megawatts of QF put, we've got to

11 have generation that's been turned down.

12 So we meet those two requirements.  We've

13 got to have generation that can turn on if

14 it's there and turn off if it's not.  And

15 it will be the same for wind.  Think about

16 it.

17      MR. FOX:

18           Yeah.

19      MR. HURSTELL:

20           You'd have to be able to plan to

21 operate your system if the wind was there,

22 and you have to be able to operate your

23 system if the wind wasn't there.

24      MR. FOX:

25           Yeah, but usually I get a pretty
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1 good forecast on my wind, and I can watch

2 it go up and down pretty slowly.

3      MR. HURSTELL:

4           It's a little different.  So

5 Mr. Schnitzer is wrong.  It's the worst

6 thing.

7           And the thing you have to

8 remember, too, about all this stuff for

9 flexible capability -- think about it this

10 way, is that we need generation that can

11 turn up in case we lose a unit.  We need a

12 generator that can turn up in case a QF

13 put disappears.  We need a generator that

14 can turn up should, you know, one of our

15 steel mills suddenly, you know, kick in.

16 And all of those things can happen at the

17 same time.  Now, as I mentioned yesterday,

18 it's probably rare to have all three of

19 those happen in worst case scenarios,

20 where you lose a nuclear unit, you lose

21 the entire QF put.  But is there an

22 occurrence where you lose a generator and

23 you lose some of the QF put?  Yeah.  That

24 happens all the time.

25      MR. FOX:
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1           Thanks.

2      PRESIDENT SUSKIE:

3           I see David, and I forgot to let

4 you market your report.  Feel free to take

5 the time.

6      MR. CRUTHIRDS:

7           Well, thank you.  I have a

8 question back on the QFs, but if anyone --

9 if there's more questions on the flexible

10 generation, I'll wait until after that.

11      MR. HURSTELL:

12           Nobody else is raising their

13 hand, so...

14      MR. HURSTELL:

15           Commissioner Fields?

16      VICE-PRESIDENT FIELD:

17           I don't know if mine is on QF.

18 Just so I have a understanding, when

19 you -- in your position, you look only to

20 network resources?

21      MR. HURSTELL:

22           No.  I don't look -- I look to

23 certain network load, and we look at our

24 network resources as our base option, but

25 then we consider market opportunities all
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1 the time.  We consider market

2 opportunities on an annual basis, monthly

3 basis, weekly, daily, hourly.

4      VICE-PRESIDENT FIELD:

5           All right.  Now, those market

6 resources and network resources, those you

7 know have transmission?  You're only

8 presented with those that you have

9 transmission connections and --

10      MR. HURSTELL:

11           No.  We evaluate -- like,

12 monthly, people may offer us something,

13 and we don't know whether we have

14 transmission.  But we have to then -- once

15 we say, this is a good deal, then we have

16 to go out and get the transmission.  And

17 we have been fairly successful.  I'm

18 hard-pressed to think of a time when we

19 wanted to make a monthly purchase and we

20 couldn't because of transmission.  The

21 whole point of the WPP is to combine the

22 selection of an economic purchase with the

23 availability of transmission.  And that's

24 why we moved the selection process of the

25 WPP over to the transmission organization,
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1 and the ICT oversees that, because it's

2 granting -- they're granting transmission

3 service when they tell us you're making

4 this purchase.

5      VICE-PRESIDENT FIELD:

6           Okay.  Final question:  A QF,

7 for instance, like Oxy -- QF can become a

8 network resource if you enter into a

9 contract with them?

10      MR. HURSTELL:

11           That's right.  That's right.

12      VICE-PRESIDENT FIELD:

13           But if you don't have a contract

14 under the PURPA rules, they can put what

15 they want and pull it off --

16      MR. HURSTELL:

17           And pretty much with any of

18 the -- there might be some limitations,

19 but, generally, there's no transmission

20 limitations on the QF.  If they put to us,

21 then we have to re-dispatch to take the

22 energy.  But the reason why our customers

23 are indifferent to that is because, you

24 know, if it -- just for example, if a QF

25 puts to us and we have to turn down a coal
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1 unit in order to accept that QF put, the

2 coal unit forms the basis of the -- of

3 what it costs.  So customers, instead of

4 paying, you know, $20 a megawatt hour for

5 the coal energy, they're paying $20 a

6 megawatt hour for the QF.  We have no

7 problem with re-dispatching to accept the

8 QF put.

9      VICE-PRESIDENT FIELD:

10           Well, one thing I think we've

11 done -- I know that I didn't realize the

12 flexibility that you require to keep your

13 system intact.  Maybe now that the QFs

14 know what some of the issues are, they can

15 be -- do a better job of bidding in with

16 the flexibility, given that most of them

17 are the CCGTs.  But I hope we'll have

18 better communication.  And if you knew you

19 could rely on them in certain situations,

20 it would probably enable you to -- because

21 we have -- we do know that these QFs have

22 the most efficient energy, given they've

23 got a steam hose, than we can generate

24 maybe than nuclear.  So I think that's one

25 of the things that, as regulators, if we
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1 can be more friendly to the environment by

2 following an avenue, then we ought to --

3 we ought to encourage that, and that's why

4 we're encouraging the QFs and the company

5 to meet and see if we can't use more

6 efficient generation and lower the use.

7 Even though I know it's not a great deal,

8 but even continue to lower the use if we

9 can find a viable opportunity that's

10 not -- that's not prohibitively costly to

11 the ratepayer.

12      MR. HURSTELL:

13           Well, Commissioner, what we have

14 right now, it may very well be the

15 situation you want, because, as you said,

16 probably the most efficient gas-fired

17 generation on our system are QFs.  Well,

18 the situation we have right now is, they

19 can generate as much as they want, and we

20 take it all.  And we combine that

21 generation with our legacy generators, and

22 we look at that, and you've got the most

23 efficient and the least efficient

24 generators running.  If you got rid of the

25 QF put, then it makes it harder for those
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1 QFs to deliver energy, because, as David

2 is going to point out, is that their

3 variability to some extent is due to their

4 industrial processes.  So them trying to

5 compete in a market to say, I'm going to

6 commit to sell you something, is going to

7 be more difficult.  So we're going to

8 reduce the amount of that highly efficient

9 generation.  So there's always a

10 trade-off, and what the right answer is,

11 I'm not sure.

12      MS. PROFETA:

13           John, were you -- just to

14 clarify, were you saying that you're

15 already getting the QF power at a very low

16 price for the retail -- for the --

17      MR. HURSTELL:

18           Well, we're getting it at

19 avoided costs.  The retail customer is not

20 getting a benefit, but just in terms of

21 just societal efficiencies, --

22      MS. PROFETA:

23           Yes.

24      MR. HURSTELL:

25           -- if the QF put is the most
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1 efficient gas-fired generation, then our

2 policy right now maximizes the amount of

3 that generation.  I don't think we can put

4 in a policy that makes it even more likely

5 that they'll generate, because it's up to

6 them.  You know, they can put whatever

7 they want.

8      VICE-PRESIDENT FIELD:

9           Thank you.

10      PRESIDENT SUSKIE:

11           Brandon?

12      CHAIRMAN PRESLEY:

13           John, go back -- thank you for

14 your example, but go back through that

15 just a minute.  I just want to make sure.

16 Is this representative of the data inputs

17 into the model and maybe just an inside

18 snapshot of how that model would work on

19 gas prices, heat rate and other --

20      MR. HURSTELL:

21           Go back to slide 14.

22      CHAIRMAN PRESLEY:

23           And the reason -- let me just

24 ask you:  Maybe you can help us with

25 understanding the model.  I guess one
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1 thing I'm just interested in is the -- how

2 do you come about your gas price that you

3 use in the model?  How do you get that?

4      MR. HURSTELL:

5           Well, we use a forecasted gas

6 price for the week.  There's no market

7 that you can go lock into gas prices for a

8 week.  But the important thing is that we

9 use the same gas price for everybody.

10 Now, a merchant may say that, okay, my gas

11 cost is going to be the Henry Hub price

12 plus 20 cents, because it might cost them

13 20 cents to get them in.  For example, our

14 gas price -- we might say at Baxter Wilson

15 that our gas price is Henry Hub plus four

16 cents, and for our Texas plants, it might

17 be Henry Hub minus three cents, but we

18 make the adjustment --

19      CHAIRMAN PRESLEY:

20           You average it out?

21      MR. HURSTELL:

22           No.  We make the adjustment for

23 each unit.  Now, remember, this is very

24 simplified.  There are other factors that

25 go into it.  For example, a merchant is
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1 going to put in that, okay, if you start

2 my unit, you have to run it for some

3 minimum amount of time, and if you take it

4 off line, you've got to leave it off for

5 some amount of time.  We have the same

6 restrictions on our unit.  I was just

7 trying to keep it simple.  But they could

8 put in that you have to take a minimum

9 amount of energy every hour.

10           For example, when we first

11 started the WPP, you know, people were

12 going through a learning curve, and you

13 had -- I think you had a merchant one

14 time, and I think it was -- and I'm not

15 faulting them.  It was a new process.  But

16 they put in that you could go from 150 to

17 250, but we had to take a minimum amount

18 of energy.  And if you did the math, you

19 had to take 250 for every hour of the week

20 in order to get -- to meet the minimum

21 energy requirement.  And I think they may

22 have just gotten confused with the min

23 versus max.  But you have different

24 outputs.  You can put minimum energy as

25 zero, and you can put maximum energy as
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1 10 billion, but there are other

2 parameters.

3      CHAIRMAN PRESLEY:

4           Getting back to the gas -- the

5 actual gas cost, if you were -- I mean, if

6 we were to look at that compared to the --

7 in Mississippi, we use a projected gas

8 price for the fuel adjustment cost.  If we

9 were to look at that, would that be tied

10 closely to that, to the actuals, or -- I

11 guess what I'm trying to get at, when you

12 use your projection and you come to the

13 Commission and say, we want -- you know,

14 we're projecting gas to be at "X" for the

15 next quarter, in our case, how does that

16 tie back to that?  I mean, --

17      MR. HURSTELL:

18           Well, okay.  This is a

19 projection --

20      CHAIRMAN PRESLEY:

21           If we were to look at that --

22 your projections compared to what you use

23 in the model, would they be close?

24      MR. HURSTELL:

25           It all depends.
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1      CHAIRMAN PRESLEY:

2           Well, obviously, a weekly --

3      MR. HURSTELL:

4           Exactly.  This is -- if we --

5 and I'm not all that familiar with how the

6 fuel adjustment works in Mississippi, but

7 if we have to go look at a -- if we have

8 to put -- file a quarterly and say, what

9 are the gas prices going to be, my guess

10 is that what they do is look at the NYMEX

11 Strip and say, what does the NYMEX say for

12 the next four months.  Because that's the

13 best estimate, the next three or four

14 months.  Put that in there.  This is a --

15 reflects a daily gas price.

16           So it's going to be close.  It's

17 not going to be we're going to use $4 if

18 the NYMEX cost is $6.  The market just

19 doesn't work that way.  But this is going

20 to change, and it's -- we just use the

21 same gas -- the basis -- the base price,

22 we use the same for all the generators.

23      CHAIRMAN PRESLEY:

24           So if -- I guess the variable

25 that has the most weight between -- in
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1 your model that would make a IPP, you

2 know, obviously cost prohibitive,

3 according to your example, is the flexible

4 capacity.  So if we were to assume an IPP

5 put a bid in with the minimum of 50

6 megawatts and other things, then that

7 table may be turned.

8      MR. HURSTELL:

9           Oh, sure.  Sure.  As a matter of

10 fact, Commissioner Fields was saying he's

11 hoping we get better communications out of

12 this.  Well, after I gave this

13 presentation to the ERC Working Group, we

14 got a bid in the WPP this week that was

15 probably one of the most flexible bids

16 that we've gotten.  So, you know, we were

17 very happy to see that, so...

18      MR. CRUTHIRDS:

19           David Cruthirds.  Ben, can you

20 put -- go back to the beginning on the QF

21 slides on the variability?

22      MR. HURSTELL:

23           On annual, daily, hourly?

24      MR. CRUTHIRDS:

25           Daily.
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1      MR. HURSTELL:

2           Okay.

3      MR. CRUTHIRDS:

4           It's my -- I guess listening to

5 all the QF debate, is that the QF power,

6 when it isn't being put to Entergy, in

7 some cases may be totally off line and not

8 on the grid.

9      MR. HURSTELL:

10           Could be.

11      MR. CRUTHIRDS:

12           But in other cases, it's

13 often -- like on the peak there, that QF

14 power is probably on the grid, and the QF

15 is running, so it doesn't -- I was

16 wondering whether Entergy has compared --

17 it's sort of a transmission question.

18 These are obviously kind of interrelated

19 issues, but that power is probably still

20 on the grid, so it doesn't disappear, and

21 I -- maybe that doesn't make a difference.

22      MR. HURSTELL:

23           It doesn't make any difference.

24      MR. CRUTHIRDS:

25           But it seems like, to a
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1 non-double-E engineer, it sounds like it

2 should make a difference on the system

3 whether it actually totally shuts down and

4 is not on the grid versus actually is on

5 the grid.

6      MR. HURSTELL:

7           Well, we don't operate the

8 eastern interconnection.  You know, we

9 have -- we have to match our generation to

10 our load.  So if Mr. Cheshire takes his

11 generation and says, I'm going to go sell

12 it to Southern Company, which he's

13 perfectly entitled to do, and he does it

14 across the peak like this, then it doesn't

15 matter to me whether the generator is off

16 or it's going to Southern.  It doesn't

17 change the fact that I've got to have

18 generation that can turn up.  Southern may

19 be able to turn generation down, but I

20 have to turn generation up.

21      MR. CRUTHIRDS:

22           And, again, maybe it's more of a

23 transmission issue, but the impact on the

24 transmission grid would -- it doesn't know

25 necessarily that it's going to Southern.
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1      MR. HURSTELL:

2           Sure, it does.

3      MR. CRUTHIRDS:

4           Well, a contractual --

5      MR. HURSTELL:

6           On a contractual basis.

7      MR. CRUTHIRDS:

8           On a contractual.  But the power

9 is still coming out of that same QF on the

10 same grid, through the same bus --

11      MR. HURSTELL:

12           It's not going to serve the same

13 load, so --

14      MR. CRUTHIRDS:

15           So it's displacing -- the power

16 of that QF doesn't physically go over to

17 Southern; it still serves -- if it's

18 running in Lake Charles, it's still

19 serving the load in Lake Charles, and it's

20 displaced.  They're taking air out of

21 the -- like the intertube analogy, you put

22 air in one side, and you take air out the

23 other side; it's not the same air that

24 you're putting in.

25      MR. HURSTELL:
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1           I realize that, David.  But what

2 happens is, in that situation, if -- I'm

3 picking on Mr. Caruthers, but if David

4 sells 100 --

5      MR. CRUTHIRDS:

6           Cruthirds.

7      MR. HURSTELL:

8           No.  I'm talking --

9      MR. CRUTHIRDS:

10           Cheshire.

11      MR. HURSTELL:

12           Cheshire.  If he sells

13 100 megawatts -- if he sells

14 100 megawatts, and it was coming to me,

15 and now he sells it to Southern for the

16 eastern interconnection, you're right.

17 The total generation stays the same.  But

18 the difference is, is Southern gets to

19 turn down generation, and I have to turn

20 up generation.  So I have to have

21 generation that I can turn up.  That's the

22 flexible capability.

23      MS. PROFETA:

24           John?

25      MR. HURSTELL:
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1           Yeah.

2      MR. SCHNITZER:

3           Michael Schnitzer.  Just to

4 amplify what John is saying, when that

5 sale gets made for 100 megawatts, that

6 schedule for 100 megawatts more export is

7 put into John's computer, and when he's

8 controlling, to control area error, he now

9 has to match the 100 megawatts more

10 export.  So he's got to come up with the

11 100 megawatts.  The fact that the

12 generator is on doesn't matter.  His

13 computer, which is his balancing authority

14 computer, says, you guys supply enough

15 energy from inside your balancing

16 authority to meet that schedule of

17 100 megawatts at the border.  So 100

18 megawatts has to respond inside the

19 balancing authority whenever you schedule

20 an additional 100 megawatts outside the

21 balancing authority.  And that's what John

22 worries about.  He has to meet -- under

23 the NERC requirements, he's got to meet

24 his balancing authority control area

25 requirements, and to do that, his
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1 generation has to move.

2      MR. CRUTHIRDS:

3           Thank you.

4      MR. HURSTELL:

5           All right.

6      PRESIDENT SUSKIE:

7           All right.  Thank you, John.

8           Well, next, David?

9      MR. CHESHIRE:

10           Sure.

11      PRESIDENT SUSKIE:

12           One thing, while we're

13 transitioning, maybe SPP -- one question

14 that I've had is:  If Entergy was in an

15 RTO, what would happen with the QF puts?

16           And, Kip, what happens with

17 SWEPCO's QF puts, since you're in an RTO?

18 My understanding is y'all don't have to

19 take them because that goes into the

20 market.

21      MR. FOX:

22           That is correct.  It goes into

23 the EIS market, so...

24      PRESIDENT SUSKIE:

25           But SPS was not granted that
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1 because of a lack of transmission.

2      MR. FOX:

3           That's correct.  And I believe

4 they have something in Texas right now

5 where they're trying to reverse that

6 decision.  SPS does have a, I think, a

7 docket -- and I don't see Commissioner

8 Anderson here -- where they're trying to

9 get the QF exemption that we got in Texas,

10 as well, so...

11      MR. GREFFE:

12           Well, it's not exactly the same

13 thing.  They've basically made an

14 application to pay the QFs the EIS price.

15 So the -- under their proposal, the QF

16 obligation would not go away.  They would

17 still be obligated to buy the QF energy.

18 It's just a question of paying the EIS

19 price instead of paying the current tariff

20 price.

21      PRESIDENT SUSKIE:

22           And how does that happen in

23 ERCOT?

24      MR. GREFFE:

25           Well, ERCOT -- generally
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1 speaking, ERCOT was -- the purchase

2 obligation was removed in the ERCOT area.

3 So I don't think -- with the possible

4 exception of very small generators, I

5 don't think there is a QF put in ERCOT.

6      PRESIDENT SUSKIE:

7           Okay.

8      MR. GREFFE:

9           Is that right, Brenda?

10      MS. HARRIS:

11           Yeah, that's right.

12      PRESIDENT SUSKIE:

13           Please proceed.

14      MR. CHESHIRE:

15           Good morning.  I'm David

16 Cheshire, and I had the pleasure of being

17 the only QF who was physically at the

18 E-RSC Working Group meeting in Dallas a

19 week ago.  When the mud started getting

20 slung -- fortunately, we had a couple of

21 other QFs on the phone, but I happened to

22 get the bean to try to come here and

23 explain what a QF is, what our variability

24 is.  And so what I did in the past week

25 was contact a number of QFs.  I see some
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1 of them in the room now.  And so what I

2 have is really kind of a compilation of

3 the input.

4           There -- as John has noted,

5 there's a number of reasons why a utility

6 needs flexible generation.  The QF put is

7 certainly not the only reason.  That's

8 just where most of the mud came flying in

9 this morning.  So what I would like to do

10 is to tell you what a QF is.  We do have

11 some natural variability, and then we also

12 have some variability that is really

13 caused by factors on the Entergy system.

14 And so, basically, let's just go ahead and

15 get right into it.

16           As John noted, any utility has

17 to have flexible generation resources.

18 There's a bunch of reasons.  One of the

19 big reasons is just the variability of

20 their native load.  And it's such things

21 as, is it a school day; is it a Sunday

22 when you have churches; is it a business

23 day when offices are on; what's the

24 weather doing.  That's a huge impact,

25 particularly in the heat of the afternoon
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1 when you need a lot of air conditioning

2 load, or on a very cold winter day, when

3 you need a lot of heat.  There's such

4 things as, you know, when you have a Super

5 Bowl or even, you know, a professional

6 game on the weekend.  They also have some

7 off-system sales that they are needing to

8 meet.  So they have to watch all the

9 variability in the load side.  Then you

10 also have a lot of variability in the

11 supply side, of which QF puts is one

12 piece.  You also have support for

13 generation that's coming on or off line.

14 John also mentioned -- this is probably

15 his hardest one to predict -- is what if a

16 generator suddenly trips?  And so you need

17 to have enough coverage to allow the

18 schedule to be cut and alternate

19 generation be arranged.  Another very big

20 factor is what happens if, say, a nuclear

21 unit trips or a big coal unit trips?  So

22 there's a lot of reasons you need flexible

23 generation, and a prudent operator cannot

24 assume that it's just going to be the

25 average.  You really have to plan for the
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1 worst case, because you will have a bad

2 day when two things, three things, four

3 things go wrong.  You can look to BP for

4 that example.

5           Ben?

6      UNIDENTIFIED SPEAKER:

7           That's on the record.

8      MR. CHESHIRE:

9           Okay.  Utilities and independent

10 power producers, their business is to make

11 electricity.  I mean, that's really the

12 total reason that they exist.  And weather

13 actually has a pretty minor effect on

14 their generating capability.  It does

15 somewhat reduce the max output on a really

16 hot day.  Now, a lot of the utility

17 generation is made out of traditional

18 boilers, basically something that takes

19 water and that heats it up to

20 high-pressure steam, and then that steam

21 is sent through a steam turbine generator

22 that spins, and that's actually turning

23 the generator and making the electricity.

24 And then this high-pressure steam is

25 condensed all the way to hot water, and
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1 then the hot water is recycled in the

2 process.

3           So an efficient utility unit

4 needs about 10,000 BTUs of fuel -- could

5 be natural gas, could be coal, could be

6 nuclear -- to make one kilowatt hour.

7 That's for an efficient utility boiler.

8 Some of the legacy generation we're

9 talking about is not that efficient.  And

10 then some of these boilers -- maybe more

11 so the steam turbine generator than the

12 boiler itself -- need quite a few hours in

13 order to get everything heated up, to get

14 the big chunks of metal hot, get them

15 rolling, et cetera.  So you might take 12

16 hours, 36 hours, maybe a little bit longer

17 for a great big unit, a super critical

18 unit.

19           Now, utilities have a certain

20 amount of combined cycle, and, typically,

21 a merchant generator also has what's

22 called combined cycle.  And, normally,

23 what this is, is a gas turbine generator.

24 It actually is related to a jet engine,

25 and what it does is suck air in through
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1 the compressor end, you inject fuel,

2 typically natural gas, and you fire it to,

3 say, a -- well, the actual exhaust coming

4 out is more like 1,000 degrees Fahrenheit.

5 So the gas turbine itself is spinning, and

6 it's spinning a generator making

7 electricity directly.  And then what you

8 do is, you take this hot exhaust,

9 1,000-degree exhaust, coming out and then

10 you put in additional fuel.  This is very

11 efficient.  Go ahead and heat it up, say,

12 to 1,400 degrees Fahrenheit, so now you

13 can make even more high-pressured steam.

14 And this goes into a fancier name for a

15 boiler called a Heat Recovery Steam

16 Generator, HRSG.  And so then, the

17 high-pressure steam coming out of the HRSG

18 goes again into a steam turbine generator,

19 spins that generator, makes more

20 megawatts, and then that steam is also

21 condensed with cooling water, and then it

22 goes back around the process.  This is a

23 more efficient process.  A typical unit

24 could be in the range of needing 7,500

25 BTUs to make one kilowatt hour, and
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1 they're relatively -- just takes a few

2 hours to get started up.

3           Okay.  Now, QF -- let me get a

4 drink of water -- QF actually stands for a

5 PURPA-qualified facility, cogen facility.

6 And it's really well-suited for an

7 industrial operation where you need large

8 amounts of steam and electricity 24 hours

9 a day and where reliability is very

10 important.  It is also referred to -- as

11 the term CHP, Combined Heat and Power.

12           Now, many of these units, they

13 typically run off natural gas.  We also

14 can use off-gas from our manufacturing

15 processes.  And then some QFs actually

16 have manufacturing processes that throw

17 off a lot of waste heat.  And so if they

18 recover that waste heat, they can turn

19 into high-pressure steam and then spin the

20 steam turbine generator.

21           So, again, this part of the

22 cycle is very much like a combined cycle.

23 Where the difference is, where the greater

24 efficiency comes from, is when you are

25 taking high-pressure steam and taking it
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1 all the way down to hot water.  That last

2 amount of steam -- the lower pressure, the

3 lower temperature just doesn't make that

4 many megawatts.  So it's a lot more

5 efficient to extract that steam before it

6 goes all the way down to cool water, and

7 then you can use it in a number of

8 different ways.

9           For example, we can be making

10 high-pressure steam, take some of it out

11 at 600 psi, use it to drive a big

12 compressor.  Maybe it comes out of the

13 compressor at 200 psi.  We take the rest

14 of the steam out at 200 psi, and then we

15 use that to heat various parts of the

16 processes.  Maybe it comes out of there at

17 20 psi.  We use to that to help the

18 distillation process, and then we recover

19 the water and send it back around.  So

20 it's basically -- we're trying to get the

21 squeal out of the pig.  We really are

22 trying to be very, very efficient.

23           Now, there are actually all

24 kinds of QFs.  Each of us is different.

25 We may do such things as refine crude oil.
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1 We might make chemicals.  We might make

2 plastics.  A very electricity-intensive

3 process is to take air and to separate it

4 into oxygen and nitrogen, or to take salt

5 water, brine, and separate it into

6 chlorine caustic.  Or maybe you take

7 aluminum, and you separate to make -- you

8 can get the aluminum out of the ore.  Or

9 another QF might take some petroleum coke

10 and, in the process of preparing it to

11 make electrodes, they actually generate a

12 lot of waste heat and then do waste heat

13 recovery.

14           So we're really running the

15 cogen to meet our internal needs for steam

16 and power, and any surplus is really

17 secondary to our business purpose.  We

18 also may have QFs out there that only

19 generate part of their steam and power

20 load, and then they buy the rest of the

21 electricity from the utility.  And so, in

22 that case, there would be no put

23 whatsoever.

24           Now, one of the big reasons we

25 do this -- depending on the process,
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1 electricity is either our most expensive

2 or second most expensive or our third most

3 expensive operating cost.  So this is a

4 key way for us to remain competitive, and,

5 typically, we are competing in a global

6 market.

7           Now, one of the key differences

8 is QFs are required to meet certain

9 efficiency standards.  And one of the

10 standards says at least 15 percent of the

11 useful output must be thermal output, in

12 essence, normally steam, and then your

13 overall efficiency, which is defined as

14 the total amount of fuel you put in versus

15 the useful products you get out, must be

16 at least 42 and a half percent.  And it's

17 very typical for us to actually be over

18 50 percent efficient.  A typical utility

19 boiler is maybe 33, 34 percent

20 efficient -- an efficient boiler.

21           And then, also, there has been a

22 lot of very recent national activity on

23 improving energy efficiency and also

24 reducing emissions to the environment.

25 And this is actually a plus for QFs.
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1 Typically, we're operating with newer,

2 cleaner technology.  And, particularly,

3 because the amount of emissions is

4 directly related to the amount of fuel you

5 burn, the less fuel you burn, the fewer

6 emissions going into the atmosphere.

7           Now, QFs actually have some --

8 what I call natural variability.  Our put

9 is really the total generation we produce

10 minus our internal load.  Now, unlike a --

11 say, a utility generator, weather actually

12 has a very sizable impact upon our surplus

13 electricity.  As the day gets hotter --

14 today might be a good example.  I think

15 it's supposed to hit like 92 degrees this

16 afternoon.  As it gets hotter, our motors,

17 our pumps, our compressors are having to

18 work harder, so our electrical load is

19 going up.  And at the same time, our need

20 for steam for heating, because it's hot,

21 is going down.  Therefore the steam cogen,

22 where we're making electricity from the

23 steam itself, the amount of steam cogen is

24 going down.  Also, a gas turbine output

25 sags as the temperature increases, and
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1 that's because the air going into the gas

2 turbine is less dense and has fewer pounds

3 of air; therefore, we put in fewer pounds

4 of fuel.  Now, we get the exact opposite

5 effect when the weather is cold.  Our

6 electrical load drops, our need for steam

7 goes up, we make more steam cogen, the gas

8 turbine's cranking away.  And then we have

9 the variable of rain.  And, of course, it

10 could rain when it's hot; it could rain

11 when it's cold, whatever.  You can see a

12 very significant change in the amount of

13 steam and steam cogen and in the

14 electrical load when we have a rain shower

15 going through the area.

16           Another reason for the

17 surplus -- it really depends on what the

18 economy is doing and how hard our plants

19 are running at that point in time.  All of

20 our units basically consume electricity.

21 But, for example, at my main plant here in

22 Baton Rouge, I have 50 -- about 50 total

23 units.  Some of those units produce steam,

24 some of those units consume steam.  So my

25 net demand for steam depends on what my
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1 production needs are.  So that does affect

2 how much steam cogen I have.

3           Also, occasionally, we'll have

4 need for maintenance outage.  You'll find

5 a cogen is typically pretty reliable

6 running 24 hours a day.  It's very

7 important that we're reliable, but

8 occasionally we are down for maintenance.

9 And, of course, when we are, then our

10 surplus power is not there.  So it's not

11 easy for us to accurately predict how much

12 net surplus we can put to the grid.

13           Ben, next page, please.

14           Now, there are some other

15 reasons why we have -- QFs have some

16 natural variability.  The big machinery

17 out there only comes in certain sizes; the

18 gas turbines, the steam turbines, the

19 HRSGs.  And there's no way to perfectly

20 match our steam and our power load,

21 particularly when they're varying.  There

22 is a tendency, a logical tendency, that we

23 would go with a slightly larger unit

24 because, typically, they cost a little bit

25 less per megawatt hour.  Typically, they
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1 have higher fuel efficiency, fewer BTUs

2 per kilowatt hour.  We need the same

3 number of operators, the same number of

4 mechanics to operate a big unit as we do a

5 small one.  Plus, it gives us capacity for

6 load growth over the next several years.

7 As people have mentioned, we are under

8 federal regulation.  Congress and FERC,

9 through their laws and through their

10 regulations, really want to encourage

11 cogen because it's so efficient.  And they

12 recognize that we are variable on our

13 surplus power, so they permit the surplus

14 power to be put to the local utility

15 without the scheduling.  As John

16 mentioned, they do require the utilities

17 to buy this surplus at the utilities'

18 avoided cost, but because it is the

19 avoided cost, there is no harm to the

20 utility, no harm to the ratepayers.  And

21 then, also, for the times when we do need

22 to shut our units down for maintenance,

23 they require the utility to provide backup

24 power.  And, certainly, during this time,

25 the utility knows that we will have zero
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1 put to the grid, and when we schedule the

2 maintenance we also say, and I need this

3 many megawatts to supply my internal load.

4 I think if you really look at the total

5 size of the energy system, the natural QF

6 variability is actually fairly small

7 potatoes for the -- for the total.  And

8 the next page really shows what I think

9 are much bigger potatoes.

10           As we mentioned, the QF's number

11 one priority is to provide steam and

12 electricity for our own load.  That's A

13 number one.  Then what we tend to do is,

14 we look at our -- given our natural

15 variability, we do have a better estimate

16 of what we will do this day, the next day,

17 the day after.  And so when we're going to

18 sell power on the wholesale market -- and,

19 for example, we could sell it to Entergy;

20 we could sell it to some buyer in TVA or

21 SPP or wherever -- we tend to do that on a

22 same-day or next-day basis once we know

23 how much surplus we probably will have

24 available; however, this sale is very

25 dependent on transmission availability.
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1 We have had so many instances when we want

2 to sell power to a buyer, and we find that

3 the transmission path is blocked.  So our

4 only real choice is then to put this

5 surplus power to Entergy, and, of course,

6 that is a large chunk of the variability

7 there.

8           Another very big factor is the

9 avoided costs that we are going to receive

10 for this put.  We really don't know until

11 the middle of the following month.  Now,

12 any good businessman doesn't want to sell

13 power, produce power, and then get less

14 than it costs you to do that.  So, you

15 know, I understand where Entergy is coming

16 from, that if they made this real-time

17 price known, then maybe some merchant

18 generators might try to bid just below

19 that price instead of bidding maybe a

20 lower price that they would otherwise.  I

21 guess I differentiate this from ERCOT's

22 market, where you actually get a price

23 signal every 15 minutes of what the price

24 of energy into the market is.

25           Our dilemma here in the energy
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1 area is there are certain hours during the

2 year when we probably have a good feel

3 that the avoided cost is higher than our

4 cost to produce.  Typically, a hot summer

5 afternoon would be a prime time.  There

6 are other times when we can say, well,

7 probably we're not going to get much for

8 our avoided costs, and that would be on a

9 very cool spring morning, summer morning,

10 when the weather is very pleasant, you

11 don't need air conditioning, you don't

12 need heating, et cetera.  Unfortunately,

13 there is an awful lot of other hours in

14 between where we really don't know what

15 the avoided cost is going to be, so it's a

16 guessing game on what do we do with our

17 power.  Do we try to sell it to someone

18 else; do we put it to Entergy at avoided

19 cost?  And as a prudent operator, for all

20 of the various reasons you need flexible

21 generation, Entergy has to assume that you

22 might need a little bit or you might need

23 a lot, so you have to hold a lot of

24 flexible generation out there.

25           Andy?
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1      MR. SHARER:

2           Yeah.  David, I had a question.

3 You talk a lot about the variability of

4 your host load.  Does that -- in terms of

5 your attempts to make sales outside.  Does

6 that variability -- or how does that

7 variability play into the amount you try

8 to sell that day, next day versus next

9 week, next month, et cetera?

10      MR. CHESHIRE:

11           What we try to do -- we can make

12 an educated guess on what our total

13 surplus will be.  It's probably going to

14 vary from -- and I'm picking a number --

15 100 megawatts to 110, 115.  So what we can

16 do is, we say, okay, I feel pretty

17 comfortable I can maintain 100 megawatts.

18 So then we can go to a buyer and say, hey,

19 I can offer you 100 megawatts and then

20 that last 15, I'm not so sure about, and

21 maybe that's what actually goes to the

22 put.  Now, the further out you get, the

23 more difficult it's going to be.

24      MR. SHARER:

25           Would you say that you spend --
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1 does that force you to sell more or try to

2 sell more next-day or shorter term versus

3 more elongated contracts?

4      MR. CHESHIRE:

5           Yes, it does.

6           Todd Pedersen?  Todd in the

7 back?

8      MR. PEDERSEN:

9           Todd Pedersen, West Memphis.  A

10 couple of questions:  The cogen is -- your

11 electricity is completely generated by

12 by-products from your operations; is that

13 incorrect?  Or can you directly just take

14 gas and send it directly to a boiler and

15 create steam to run your unit just like an

16 IPP?  Because then your efficiencies go

17 away.  And I understand your methodology

18 about, okay, it's better to have a bigger

19 unit, but is there anybody that is

20 exceedingly higher than their load that

21 looks like, okay, they're really taking

22 advantage of their designation as a QF to

23 be able to just sell to the market?

24      MR. CHESHIRE:

25           In order to be a certified QF,
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1 you have to have -- at least 15 percent of

2 the total useful output has to be steam.

3 And so you've really got to look at the

4 steam demand and the power demand.  I'm

5 sure there are some QFs that have more --

6 you've got to have differences between how

7 much power and how much steam you need.

8 To maximize efficiency, you would like to

9 have cogen that supplies all of your steam

10 demand, and so that may, therefore, say

11 you'll have this much power output.  But

12 it really varies by -- every QF is

13 different.

14           Michael?

15      MR. SCHNITZER:

16           I'm sorry.  Michael Schnitzer.

17 Just two clarifying questions, if I can:

18 On the top half of that slide, where

19 you're talking about the other customers,

20 you're -- those are customers including

21 customers off Entergy's system like we

22 were talking earlier, you know, that would

23 be outside of the Entergy balancing

24 authority; is that correct?  Those are --

25      MR. CHESHIRE:
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1           It could be.  I mean, again, QFs

2 do different things.  We tend to sell at

3 our substation itself, so whoever our

4 buyer is is taking it to whoever their

5 customer is, and I don't know who their

6 customer is.  But they -- in order to make

7 the sale work, they've got to have

8 transmission.

9      MR. SCHNITZER:

10           Right.  And I'm just trying to

11 get a feel for where the sync for that

12 transmission is.  Can it be off the

13 Entergy system?

14      MR. CHESHIRE:

15           It could be.  It could be off;

16 it could be on.  I don't know where it is.

17      MR. SCHNITZER:

18           And then, is it fair to say, in

19 terms of what you're talking about on the

20 bottom half there, that -- transmission

21 issues aside for the minute, that you're

22 trying to make a commercial judgment as to

23 whether, at a given -- for a given

24 opportunity, whether the avoided cost or

25 the opportunity is going to be better for
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1 you commercially, which is where you --

2      MR. CHESHIRE:

3           That is true.  The avoided cost

4 is a very gray area.

5      MR. SCHNITZER:

6           Understood.  But you're trying

7 to figure out --

8      MR. CHESHIRE:

9           Yes.  We're businessmen.

10      MR. SCHNITZER:

11           Understood.  Not a criticism.

12      MR. CHESHIRE:

13           Ricky?

14      MR. BITTLE:

15           David, do you know beforehand

16 what the avoided cost is going to be?

17      MR. CHESHIRE:

18           We do not.

19      MR. BITTLE:

20           Okay.  Second question is:  Are

21 there times when you would actually sell

22 at a loss in order to basically maximize

23 your profit?

24      MR. CHESHIRE:

25           I cannot buy steam from outside,
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1 so I will run my cogen to meet my steam

2 demands.  And if it ends up generating

3 some surplus power and I end up taking a

4 hit on it, I got to have the steam.

5      MR. BITTLE:

6           All right.  That answers my

7 question.

8      MR. CHESHIRE:

9           Pat?

10      MS. PROFETA:

11           Pat Profeta.  Two questions:

12 One just following up on that, just so I

13 understand on Ricky's question.  So you're

14 saying you have a choice between putting

15 to Entergy or selling to -- selling at the

16 bus to somebody who is taking it to a

17 sync?

18      MR. CHESHIRE:

19           Or to Entergy, yes.

20      MS. PROFETA:

21           Or to Entergy, right.

22      MR. CHESHIRE:

23           That's correct.

24      MS. PROFETA:

25           But so you're not -- I just want
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1 to understand.  So you're not saying you

2 have a choice between generating the

3 electricity or not, depending upon what

4 the avoided cost is?

5      MR. CHESHIRE:

6           Again, depending on the

7 operation, you might have some turndown

8 capability, but your running primarily

9 supplies steam.

10      MS. PROFETA:

11           Right.  Okay.

12      MR. CHESHIRE:

13           I've got to have the steam.

14      MS. PROFETA:

15           And just going back a couple of

16 questions ago, when someone asked about

17 how much do you -- when you're looking

18 ahead, do you know how much you're going

19 to have available to sell.  And I think

20 you said somewhere, for example, between

21 100 and a 115 or 120 megawatts of surplus

22 to sell.  Is that -- there was a question

23 about that before.

24      MR. CHESHIRE:

25           That was just a theoretical
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1 example.

2      MS. PROFETA:

3           If that were -- but if that were

4 right, if that -- or if that was

5 illustrative of what you would have

6 available, would you typically make a sale

7 to an outside party for the 100 -- you

8 know, the 100 amount, for a block amount,

9 or would you make a sale where the

10 quantity varied hour by hour?

11      MR. CHESHIRE:

12           Well, that actually -- we go

13 both ways depending on what the buyer

14 needs.

15      MS. PROFETA:

16           If you're making it in advance,

17 then you -- like a month in advance or

18 something, what would it...

19      MR. CHESHIRE:

20           When you get out a month in

21 advance, you're probably talking more of

22 block purchase, because we -- it's hard

23 for us to predict that far out.

24      MS. PROFETA:

25           Okay.  Thank you.
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1      MR. CHESHIRE:

2           Okay.  One more.  Bill?

3      MR. BOOTH:

4           When you're making -- when

5 you're making a bilateral sale, I assume

6 it's going to be for some price that's

7 above avoided cost unless you --

8      MR. CHESHIRE:

9           I would hope.

10      MR. BOOTH:

11           Are you selling that power firm?

12      MR. CHESHIRE:

13           It's normally unit-contingent,

14 which means, as long as my unit is

15 running, you've got the power.  And our

16 units are pretty reliable, so it's pretty

17 firm.

18      MR. BOOTH:

19           So you guys are using the EEI

20 master agreement?

21      MR. CHESHIRE:

22           Sometimes we do.

23      MR. BOOTH:

24           Okay.  And, obviously, the

25 greater that bilateral contract,
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1 irrespective of volume, lessen the

2 potential --

3      COURT REPORTER:

4           I'm sorry, sir.  I didn't hear

5 the last part.  I didn't hear the last

6 part of the question.

7      MR. BOOTH:

8           The greater the volume of the

9 bilateral contract, the less energy Dave

10 is going to have to put to Entergy.

11      MR. CHESHIRE:

12           Correct.

13           Okay.  Ready to move on?

14           Jimmy?

15      VICE-PRESIDENT FIELD:

16           David, on -- I was told that if

17 the CO2 legislation goes through -- just

18 assume it's $30 a ton, and that that would

19 equate on a coal unit to $30 per megawatt

20 hour.  And I was told that on gas, it

21 would be about 25 percent of that.

22      MR. CHESHIRE:

23           Okay.

24      VICE-PRESIDENT FIELD:

25           Have y'all calculated what it
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1 might be on a cogen because of the

2 efficiency?

3      MR. CHESHIRE:

4           It would be -- you could

5 probably ratio it.  If you assume that a

6 traditional boiler is 10,000 BTUs a

7 kilowatt hour, and you assume were 6,500

8 or 6,000, then we'd be 65 percent of the

9 25 percent.

10      VICE-PRESIDENT FIELD:

11           Thank you.

12      MR. CHESHIRE:

13           Okay.  Moving on to the next

14 slide, this is actually -- but, you know,

15 what we're doing is looking at various

16 ways to reduce the inefficient flexible

17 generation.  And the E-RSC is addressing

18 such issues as putting in cost-effective

19 transmission expansions, which provide

20 both improved economics and improved

21 liability, looking at such things as ICT

22 enhancements or possibly SPP RTO

23 membership, which could open the QFs up to

24 larger markets.  Then we don't have the

25 transmission rate pancaking going outside
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1 of Entergy, and then we also would have

2 access -- and I may not have used the

3 right term here -- to SPP's energy

4 imbalance market, real-time market,

5 whatever the correct term is.  And another

6 option -- and I'll certainly let the

7 merchants speak for themselves -- is being

8 able to find ways to purchase

9 fuel-efficient flexible generation from

10 merchants.

11           Now, I was asked to insert this

12 next slide because I understood there had

13 been some statements at previous working

14 groups about this very reasonable proposal

15 that was floated to address this avoided

16 cost uncertainty.  Probably wasn't quite

17 as reasonable as projected.  But five

18 years ago, there was a proposal called the

19 DAM, the Day-Ahead Mechanism, and the

20 objective was to provide some improved

21 price certainty on what the avoided costs

22 the put would receive.

23           For example, it had some fiscal

24 terms.  And this first one always kind of

25 amused me.  They wanted a variable QF to
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1 bid a flat block of power for either 16

2 hours on-peak or 8 hours off-peak, and you

3 had to have at least 8 megawatts minimum.

4 Then there were three different limits on

5 how much they could take this way.  The

6 pricing methodology was very complicated,

7 and then if you -- if a QF made a schedule

8 and then was off by 2 percent or more,

9 there was a penalty.  And then if you were

10 off by 10 percent or more, the penalty was

11 multiplied by 1.25X.  And then, in

12 addition, whoever participated in this DAM

13 program got to pay the cost.  So it

14 appeared to us that this bigger program,

15 you'd probably end up worse off if we

16 accepted it.

17           So after talking with the QFs

18 this week, instead of going this penalty

19 approach, we wanted to go ahead and float

20 the concept of what we think would be

21 simpler and more effective, and it's

22 really an incentive.  All right?  As we

23 described, the QF put is controlled by a

24 federal regulation.  It's what we have to

25 do and don't have to do.  And we have this
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1 issue of not really knowing what the

2 avoided cost is in time to do anything

3 about it.

4           So in order to try to side step

5 that issue, the concept is:  Let's provide

6 an incentive for a forward forecast of how

7 much puts we are likely to have, so that

8 Entergy now has -- basically, they're

9 saying they have no information now.  They

10 would have much better information on how

11 much flexibility is likely to come from

12 the QF put.  So if you have better

13 information, then you don't need as much

14 flexible generation to cover the worst

15 case.

16           As we would envision this would

17 work, we would go ahead and start out with

18 a pilot program that would be voluntary.

19 We would use a nonbinding forecast.  And

20 what we need is a sufficient QF incentive

21 so that we really work hard trying to

22 provide an accurate prediction and then,

23 more importantly, in order to get this

24 incentive, we need to actually deliver.

25 And so we're also thinking that, because
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1 some of the legacy generation that Entergy

2 has takes a day and a half, two days to

3 start up, that if we could provide a

4 two-day forecast, then this provides

5 Entergy more time to either start some

6 additional generation if needed or to go

7 out into the market and to buy the power.

8           The structure that we would

9 envision is, we would just take the

10 avoided cost, whatever the current avoided

11 cost is, and there would be a credit, a

12 larger credit if we could hit within plus

13 or minus 8 percent or 2 and a half

14 megawatts of an hourly schedule.  So we'd

15 try to -- for the next few days, we'd try

16 to provide a 48-hour prediction of how

17 much put we think will ultimately go to

18 the grid.  We're not going to hit it

19 exactly, so we need some room to -- you

20 know, to get within a reasonable range.

21 If we don't do quite so well on our

22 forecast, then we don't receive the full

23 credit.  If we miss the forecast by

24 15 percent or more, we get no additional

25 credit.  It could be just due to a
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1 forecast error.  It could be if our unit

2 tripped unexpectedly.  It could be if we

3 chose to sell to some other party.  So we

4 would get the avoided cost here.  Here we

5 would have an incentive to provide a

6 forward prediction and then to deliver to

7 that prediction.

8           Now, what we believe would

9 happen is, if you're able to get some of

10 this less efficient generation off line,

11 then it's going to lower the fuel

12 adjustment for everyone.  And it turns

13 out, there's actually a secondary effect,

14 because the avoided cost is partly based

15 on the avoided generation.  If you get

16 some of the inefficient generation off

17 line, some of the incentive we received

18 here would actually be reduced because

19 we're getting a lower avoided cost.  But I

20 would trade two dollars for 50 cents.

21           Another benefit is -- one of the

22 concerns is when you're doing transmission

23 modeling in the AFC model, how do you

24 model how much put is going in?  One

25 option is to assume zero.  That's,
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1 obviously, a pretty dumb assumption.  This

2 actually provides a much better input into

3 what's going in, so the AFC accuracy is

4 going to improve; the need for TLR should,

5 therefore, be reduced.

6           But one proviso is we've still

7 got to have transmission, because we could

8 make a perfect forecast, and if

9 transmission is not available, that power

10 can't get out.  I mean, that would

11 basically block our ability to go to any

12 third party.  There even have been

13 instances where Entergy has been unable to

14 fully re-dispatch to cover a QF, and so

15 the QF's put has been curtailed.

16           So that's a concept that we'd

17 like to float out.  If the E-RSC is

18 supportive, you know, we're glad to have

19 all the QFs try to work with the E-RSC and

20 with Entergy and see if we can develop

21 this into a workable pilot program.  Okay?

22           Any questions before I move on?

23      MR. BITTLE:

24           Who would pay that thing?

25      MR. CHESHIRE:
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1           I'm sorry?

2      MR. BITTLE:

3           Who would pay the incentive?

4      MR. CHESHIRE:

5           It would be an add-on -- an

6 incentive add-on to the avoided cost that

7 Entergy would pay the QFs, but then

8 Entergy's overall fuel adjustment goes

9 down.  So I don't think anything would

10 roll to non-Entergy companies, unless it

11 helped get some of the inefficient

12 RMR-type generation -- if it could reduce

13 some of that, then non-Entergy customers

14 would also benefit.

15      MR. BITTLE:

16           Well, it went to the last

17 statement, that we require transmission.

18 To the extent that you're selling to

19 Entergy as if it were a put, that doesn't

20 require transmission, does it?

21      MR. CHESHIRE:

22           Well, even then, sometimes QFs

23 get a put curtailed just due to lack of

24 transmission.

25      MR. BITTLE:
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1           Is that a local problem?

2      MR. CHESHIRE:

3           Probably.

4      MR. BITTLE:

5           Okay.  Could I go back to

6 something you asked just a minute ago,

7 Mr. Fields?  You asked --

8      VICE-PRESIDENT FIELD:

9           I'm glad you remembered

10 something I said.

11      MR. BITTLE:

12           You asked about the -- you were

13 talking about a 25 percent dip -- or that,

14 probably, cogeneration would be at

15 25 percent of the CO2 output.  And it's

16 about 25 percent; it's not 65 percent of

17 25.  The way you get there is that coal --

18 you were right -- has about 1 megawatt

19 hour -- or one ton of coal approximates to

20 one -- well, one ton of CO2 -- now I'm

21 about to get it -- is for 1 megawatt hour.

22 For gas, with the same heat rate, it would

23 be approximately half of that.  So then,

24 if you're talking about differences in

25 heat rate of 10,000 to 6,500, that's how
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1 you get down to approximately 30 or

2 25 percent.  So it's not 12 percent.  It's

3 more in the 30-percent range.

4      VICE-PRESIDENT FIELD:

5           I see.  Well, that's what I had

6 been told, but -- and I won't say who told

7 me, but that's okay.

8      MR. HURSTELL:

9           I didn't tell you what heat rate

10 it was based on, so that was the problem.

11      VICE-PRESIDENT FIELD:

12           I wasn't going to identify you,

13 John.

14      MR. HURSTELL:

15           I can take it.

16      MR. CHESHIRE:

17           Okay.  I'd also like to float

18 out one other concept.  And, actually, I

19 suspect John knows more about this, or

20 Commissioner Anderson, if he was in the

21 room, he would know more about this next

22 concept that has actually come up in the

23 Entergy Texas area, and it's called

24 competitive generation service.  And this

25 is a concept where the -- where you can
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1 convert this variable put to a committed

2 supply resource.  And as I understand --

3 and I may not get this perfectly right --

4 there is a 2009 Texas law that required

5 this competitive generation service tariff

6 be offered to large industrial customers.

7 And I believe Entergy actually proposed

8 the methodology in December of '09.  I'm

9 not sure quite how far along the

10 development has gotten, but as I

11 understand it, if this is a QF, and let's

12 say they have 100 to 125 megawatts of

13 surplus power, and let's say there's an

14 industrial customer over there that needs

15 100 megawatts plus or minus maybe 3 or 4

16 or 5 megawatts of power, what the QF

17 would, in essence, do is sell their

18 surplus power to Entergy at avoided cost.

19 Entergy would then turn right around, sell

20 that exact same power to the customer at

21 avoided cost plus a CGS fee to cover the

22 cost of administering the program.  And

23 then because, in case this guy goes down

24 for maintenance, that customer still needs

25 the power, Entergy would also include the
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1 charge for backup power, just like it does

2 right now for a QF.  And so the power,

3 instead of being a variable put that maybe

4 could be sold to Joe Blow in the wholesale

5 market, maybe could be sold to Entergy,

6 maybe could be a put, now becomes a

7 committed resource going to that customer

8 there.

9           And then there is something

10 called a contract for differences between

11 the QF and the customer, where it

12 basically covers the difference between

13 the agreed contract price and what the

14 avoided cost actually is.  And so, of

15 course, when there are multiple

16 benefits -- like we say, you convert this

17 surplus power into a committed resource.

18 The customer actually gets a lower cost

19 for electricity, so that's very good for

20 economic development.  The QF gets a

21 higher net price for its surplus power.

22 That's good for the QF.  And so that's

23 another concept which has been floated,

24 and that may be an effective way to make a

25 -- to commit a variable put to a committed
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1 supply resource.

2      MR. HURSTELL:

3           Can I make a -- I need to make a

4 comment.

5      MR. CHESHIRE:

6           And, hopefully, I got it right,

7 John.  Like I say...

8      MR. HURSTELL:

9           We can't comment on this at all,

10 so you can't take our silence as

11 agreement, because this is an active

12 case --

13      PRESIDENT SUSKIE:

14           Docket.

15      MR. HURSTELL:

16           -- docket, and we have PUCT

17 members here.  So we -- I just don't want

18 you to take our silence as --

19      PRESIDENT SUSKIE:

20           Sure.

21      VICE-PRESIDENT FIELD:

22           Sure.

23      MR. HURSTELL:

24           -- agreement.

25      PRESIDENT SUSKIE:
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1           We understand that.

2      MS. BROWNELL:

3           Or maybe your silence is

4 disagreement, right?

5      MR. BOOTH:

6           Do we know if, in this proposal,

7 Entergy takes title to the power that's

8 sold from QF before selling it to the

9 customer?  Well, Entergy can't comment.  I

10 guess you're not going to know the answer,

11 so that's okay.  Thanks.

12      MS. YORK:

13           Aeri York with ExxonMobil.  Our

14 understanding is that the put from the

15 power that goes from the QF to Entergy, it

16 works the same as it always has.  It's

17 essentially a put, and the QF gets avoided

18 costs.  There's really no difference there

19 between the QF and Entergy.

20      MR. BOOTH:

21           So Entergy buys it?

22      MS. YORK:

23           Essentially, yes.

24      MR. CHESHIRE:

25           I believe Todd had a question in
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1 the back.

2      MR. PEDERSEN:

3           Todd Pedersen.  Again, I had

4 asked this, and I know I did a two-part

5 question earlier, and you answered the

6 second one first.

7      MR. CHESHIRE:

8           I'm sorry.  Try again.

9      MR. PEDERSEN:

10           Percentage-wise, your peak load

11 versus your generation capability is one

12 question.

13      MR. CHESHIRE:

14           It totally varies depending on

15 the QF.  Totally varies.

16      MR. PEDERSEN:

17           I understand, but, I guess,

18 typically, or yours, in particular, what

19 is your peak load versus your generation?

20 Then, again, do you ever not take a

21 by-product from your generation asset and

22 say, okay, the economics is correct; it's

23 good for me to be able to just supply gas

24 directly to my generator to be able to

25 run?  Because, again, I mean, the market
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1 is what it is, and y'all are businessmen,

2 and you're above -- or is every bit of it

3 considered a QF, no matter what?

4      MR. CHESHIRE:

5           On the ratio of our max capacity

6 to our max internal load, it totally

7 depends on the QF.  Within ExxonMobil,

8 I've got one that's pretty tight.  I've

9 got one that's got some extra surplus.

10 The one that has the extra surplus needs

11 to run that generation for steam.  And we

12 do have a little bit of flexibility, in

13 some cases, to run the gas turbine a

14 little bit harder, put some more fuel in

15 there to make some more power if it's

16 economic, or to slow down a little bit if

17 it's not economic.  But, again, steam

18 controls.  Whatever steam my plant needs,

19 my plant gets.

20      MR. PEDERSEN:

21           I guess I -- you know, just what

22 -- my ears perked up is when you said

23 100 megawatts of extra capacity, and I

24 guess, you know, that's my whole city.  I

25 know, for you, that's probably nothing,
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1 but I was like, holy cow, you have that

2 much -- I was thinking you have that much

3 extra generation capable of running.

4      MR. CHESHIRE:

5           Well, and remember one thing I

6 said earlier is, we build this generation

7 for load growth.  And, like, here in Baton

8 Rouge, we did a big cogen expansion in

9 1999.  We are growing into that expansion

10 as we speak.

11           Okay.  Great.  No more --

12           Jimmy?

13      VICE-PRESIDENT FIELD:

14           David, I'd just like to make a

15 comment as a Commissioner for Louisiana,

16 and because we have a lot of QFs -- by

17 far, the most in Entergy's system.  But I

18 would like to see the QFs and Entergy work

19 with the E-RSC to try to work on one of

20 these proposals.  I don't know which one

21 is more feasible, but I do know that if we

22 can lower the CO2 emissions and use --

23 this is much more efficient than going to

24 renewables that have to be subsidized and

25 so forth.  So this is -- this would be an
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1 avenue where it could help the whole

2 state, it could help Entergy, CO2

3 emissions, goals and so forth.  So I would

4 like very much to ask Entergy and the QFs

5 to work together, and maybe kind of keep

6 us posted on whether the Commission,

7 Louisiana Commission in this case, would

8 have to do anything to make an adjustment.

9 But I would like to see it explored,

10 because it's -- we ought to be encouraging

11 the QFs to utilize as much of their power

12 as possible.  It's the most efficient we

13 have in the state, and I just think that's

14 a reasonable goal, and if we can work it

15 out with the company, we ought to do it.

16           Bill or Michael?

17      MR. SCHNITZER:

18           Just a quick response,

19 Commissioner.  Michael Schnitzer.

20           I think -- the conversation with

21 Chairman Suskie yesterday -- I think the

22 way we're organized is that, at the

23 conclusion of these two presentations,

24 that Entergy is just going to have a few

25 minutes to respond, and so we will, time
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1 permitting, respond to this.  But we're

2 certainly willing --

3      VICE-PRESIDENT FIELD:

4           Sure.

5      MR. SCHNITZER:

6           -- to work on these and any

7 other proposals, but we'll have some

8 initial reactions to it.  But rather than

9 interrupt -- unless you want to change the

10 format, rather than interrupt the flow, I

11 thought we were going to wait until the

12 end or however you want to deal with that.

13      PRESIDENT SUSKIE:

14           Yeah.  Yeah.  Let's just keep

15 going and let the IPPs go next.

16      MR. SCHNITZER:

17           Okay.

18      PRESIDENT SUSKIE:

19           We've got a couple questions.

20 Now, remember, this is only questions for

21 clarification, not debate hour.

22      MR. BOOTH:

23           This is a question for David and

24 for John.  What I heard David say earlier

25 is that he can enter into a
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1 unit-contingent power sales agreement, and

2 what that does is minimize the amount of

3 energy that's left to put.  And, John, my

4 thought is, if you can reduce the amount

5 of energy that's left to put, can you

6 reduce the amount of flexible capacity

7 that you need?

8      MR. HURSTELL:

9           Well, we do that.  We enter into

10 transactions with QFs all the time, and we

11 lock up a block.  But they have to be

12 competitive in order for us to do that.

13      MS. PROFETA:

14           If he's saying what goes to a

15 third party...

16      MR. HURSTELL:

17           If it goes to a third party?

18      MR. SCHNITZER:

19           I'll be -- we'll be responding

20 to that later, that question.

21      MR. BOOTH:

22           I guess my other question is:

23 How does a QF know what price it has to

24 bid in order to be economic?  I understand

25 you want it to be a market, and you don't
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1 want to provide a specific signal, but if

2 there's a cost that Entergy has and you'd

3 be satisfied to purchase energy at

4 anything below that cost and if that -- by

5 paying that payment, you'd be able to save

6 flexible capability or flexible capacity

7 costs, doesn't it make sense to provide

8 some type of a price signal to a QF or to

9 an IPP so that you could save that

10 difference?

11      MR. HURSTELL:

12           Well, just like IPPs, they

13 should bid as low -- low a cost as they

14 possibly can to be competitive.  That's --

15 if they offer us an attractive price,

16 we'll take it.

17      MR. BOOTH:

18           If you can lock in a certain

19 savings, isn't it worth the trade-off not

20 to require them to bid the minimum

21 possible price?

22      MR. SCHNITZER:

23           No.  The issue here -- and,

24 again, I want to respect, you know, what

25 the ground rules are here.
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1      PRESIDENT SUSKIE:

2           Sure.

3      MR. SCHNITZER:

4           But the issue has to do with the

5 fact that what the QFs have is an option,

6 an option to put or an option to sell

7 off-system.  And they ascribe value to

8 that option, and they're really not

9 willing to give it up for free.  And the

10 question is:  What is the right

11 disposition of that option?  It's that

12 option that creates some of this

13 variability.  They want compensation for

14 the option.  That's not an option that

15 exists in other markets.  So it's a

16 broader conversation to talk about.  But

17 that's -- I think it's hard to answer your

18 question without dealing more

19 fundamentally with what -- the economic

20 issue here, which, at the end, we'll have

21 a few comments about that.

22      PRESIDENT SUSKIE:

23           Thank you.

24      MR. CHESHIRE:

25           Thank you.
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1      VICE-PRESIDENT FIELD:

2           You see, if -- David, I don't

3 have a question for you, just a comment.

4 In our renewable portfolio document, we're

5 trying to get credit for combined heat and

6 power, so this might -- if we can increase

7 this, this might help us reach our goals

8 for renewables, which we don't have a lot

9 of options, so this is a good one.

10      PRESIDENT SUSKIE:

11           All right.  Next, we have IPPs.

12 We would take a break, but we're running

13 late, so we've got to keep marching on.

14           A little news flash:  The

15 Arkansas Supreme Court issued a ruling

16 today in the Turk plant, for those that

17 are interested.  They affirmed the

18 Commission in part and reversed in part.

19 Don't know the details.  I'm sure you can

20 get the next latest edition of "The

21 Cruthirds Report" to get all the details.

22      VICE-PRESIDENT FIELD:

23           Look at that and read through

24 that.

25      MR. BOOTH:
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1           Does that mean Lori is not

2 getting fired?

3      MR. SPARKS:

4           Okay.  I've been told to go

5 ahead and get started here, so I'll just

6 kind of kick this thing off.  Very

7 briefly, my name is Michael Sparks, with

8 GDF SUEZ.  I also have David Baugh with

9 Kelson and Tina Lee with KGen Energy.  I

10 want to talk a little bit about some of

11 our perspective here on some of the

12 variable costs, some of the WPP process,

13 some of the things that we see moving

14 forward and some opportunities here.  I'm

15 at a little bit of a disadvantage.  I

16 thought we'd be in a big room.  I thought

17 it would be kind of dark, and I could kind

18 of sit off to the side, and I thought

19 David Cruthirds would mistake me for John

20 Hurstell.

21           So we'll just dive in here.  I'm

22 just going to introduce very quickly what

23 the table of contents is, and then David

24 can kick right in.  It's just sort of our

25 perspective.  I don't think we really have
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1 a big argument with John.  We just want to

2 kind of clarify some of the economics.

3 Tina is going to talk a little bit about

4 the WPP and sort of the landscape out

5 there for the legacy units and some

6 transmission policies that maybe can be a

7 benefit to all of us.  So, with that,

8 I'll...

9      MR. BAUGH:

10           Thank you, Michael.  Everybody

11 can hear me okay?

12           So these next slides here should

13 look familiar.  I stole them from Entergy.

14 John, I apologize.

15      MR. HURSTELL:

16           That's okay.

17      MR. BAUGH:

18           But what we're trying to do here

19 is just simply show another perspective of

20 another offer from an Entergy legacy unit.

21 And in this case, I've just highlighted

22 the changes in red.  And let me throw a

23 disclaimer out.  Any of these variables

24 can change, as Mr. Hurstell said.  So at

25 any given time, heat rates could change,
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1 heat rates could go up, heat rates could

2 go down.  Gas prices could change, which

3 could ultimately affect the overall output

4 here, which, again, is a function of this

5 PMIN here.

6           So, in this case, I simply

7 changed the PMIN of the legacy unit from

8 50 to 200.  And, again, that's going to

9 produce 300 megawatts, as opposed to --

10 and let me say this:  I used

11 Mr. Hurstell's just for ease of comparison

12 when you're referring back to his

13 presentation.  So if you look at this

14 scenario, the legacy unit produces a cost

15 of roughly $150,000, and that's driven

16 primarily from the PMIN of 200, as opposed

17 to the 50.

18           So if you don't mind going to

19 the next slide, this is -- this is a

20 merchant, which, again, we've changed the

21 parameters slightly.  As opposed to the

22 355 or 455, we've used an offer of 150 to

23 300.  So, in this case, we've got a --

24 we've got a swing of about 150 megawatts,

25 as opposed to the 100.  So in this
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1 scenario, the cost for this product is

2 26,400.  Again, that's producing 150 --

3 150 megawatts of flexible capability.

4 Again, we didn't change any other inputs.

5 These certainly could change based on

6 offers and conditions, so the only thing

7 we'd change would be the PMIN offers and

8 associated PMAXes.

9           So the next slide is just a --

10 this is the same example, if you refer

11 back to the example with the start charge.

12 Again, the only thing changed here is that

13 in the PMIN and PMAX, keeping the same --

14 the same start costs, this produces the

15 37,600.  So the last slide kind of

16 summarizes --

17      MR. SCHNITZER:

18           Just a clarifying question.

19      MR. BAUGH:

20           Sure.

21      MR. SCHNITZER:

22           Just a question as to whether

23 this page and the previous page are

24 hypothetical or whether you're saying they

25 are illustrative of the types of bids that
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1 your companies are making?

2      MR. BAUGH:

3           I believe this is illustrative

4 of the type of bids that, at least from my

5 perspective, companies are making.  And

6 I'll further that by saying I don't think

7 it's fair to simply isolate it as to the

8 WPP.  There are certainly monthly --

9      MR. SCHNITZER:

10           Other?

11      MR. BAUGH:

12           Absolutely.  There are other

13 opportunities to offer in flexible

14 products.

15      MR. SCHNITZER:

16           Understood.  My question was

17 just -- I think you've answered my

18 question.

19      MR. BAUGH:

20           Okay.  So I think the next slide

21 just summarizes what we've got here.  So,

22 in this scenario -- and, again, we're

23 not -- we're not trying to say that

24 Mr. Hurstell's math is wrong, because it's

25 not.  His example is absolutely right.
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1 But this example also, I think, proves, or

2 shows, another alternative.

3           So, in this case, the legacy

4 generation has a cost of 150.  The

5 first -- the merchant generator operating

6 around the clock has a cost -- and, again,

7 because -- because we're looking at 150

8 times 2, the legacy generator had

9 300 megawatts of flexible capabilities.

10 So, in this case, you'll need two of these

11 offers to make the same capability, and,

12 therefore, we multiplied the cost times

13 two to get to 52,800.  So we've reduced

14 from the four units required from a

15 merchant down to two.  And, in this

16 scenario, we've just simply taken the

17 start-up and done the same thing.  It

18 increases the cost slightly, but, again,

19 these parameters will change and can

20 change.

21           So the question is, how should

22 they optimize the system?  I think the

23 point of really showing these -- and this

24 is probably four slides too many, but the

25 point of showing this is that, you know,



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 274

1 this is a very simplistic view of a very

2 complex system.  And I think that, as

3 Mr. Hurstell said, I mean, you're looking

4 at production cost simulations that are

5 complex.  So, you know, looking at --

6 looking at one example and isolating that

7 one example, I think, is not the right

8 approach.  So this is simply saying -- or

9 showing the other example to that.  But at

10 the end of the day, I think what's going

11 to solve this and what's going to give

12 Mr. Hurstell more options is transmission

13 expansion.

14           So with that, I'm going to turn

15 it over to Tina.  She's going to talk

16 about the WPP and maybe help answer

17 Mr. Schnitzer's questions.

18      MS. LEE:

19           Tina Lee with KGen Power.  Let

20 me start off with the -- I think the WPP

21 is really premised on the fact that, as

22 Mr. Hurstell said, the legacy units

23 require a weekly commitment, so that's the

24 intent of the WPP.  But what we've seen in

25 our experience is we -- that there are
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1 limitations with the WPP, so we're not

2 able to offer full flexibilities of our

3 units into that for EMO's benefit.

4           One of the -- and here I'll just

5 really go through a few of the

6 limitations.  One of the items is kind

7 of -- there are only two blanks for min

8 and max loading of a unit.  So, as

9 Mr. Hurstell mentioned in his

10 presentation, you can either run the unit

11 at 1-by-1 or 2-by-1, and for KGen Power,

12 we have 2-by-1 combined cycle plants.  And

13 the limitation is, what he sees is, he

14 sees a 355 to a 455.  But, in reality, for

15 operations, I can go down to 160 and then

16 bring up the second unit so that, you

17 know, in a sense, it's serving as

18 contingency reserves for EMO as if there

19 are, you know, unexpected load needs and

20 so forth.  So because I can only put in

21 one min and one max, I can't really

22 bifurcate my plant into the 1-by-1 and the

23 2-by-1 operation.

24      PRESIDENT SUSKIE:

25           Tina, when you say "put in,"
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1 what do you mean by "put in"?

2      MS. LEE:

3           Put in inputs into the WPP form.

4 And in addition to that -- let me just

5 step over to this point about there are no

6 multiple configurations.  You know, for

7 our plants, we're 2-by-1.  There are

8 others that are 3-by-1.  And some of the

9 ramifications of only allowing in one

10 proposal is, you know, I only have one

11 start charge.  So, for example, I can't

12 say, if you only start one unit, you only

13 pay one -- this start charge, but if you

14 start two units, you can pay this

15 different start charge.  So I can't

16 differentiate that.

17           In addition -- and just to step

18 back to duct firing -- one of our plants

19 does have duct firing, but when you're in

20 that mode, you have a different ramp rate.

21 So in the WPP form, I'm only allowed to

22 input one ramp rate.  And so it has to

23 reflect generally what I'm able to offer

24 under AGC EMO.  So I'm not going to offer

25 the duct firing as part of the same
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1 proposal, because there's only one ramp

2 rate.  Now, if I split it out -- say I

3 have -- here's my 2-by-1 base, and then I

4 have a duct proposal on top of that.  The

5 issue I have is, what if he doesn't pick

6 the 2-by-1 base load?  I can't really

7 operate duct firing without the base load.

8 So these are various constraints of the

9 WPP that limit what I can offer to EMO.

10           And then I think, you know,

11 we've talked also a number of times about

12 the off-peak schedules.  In a sense, if

13 we're not able to compete with the

14 off-peak -- and I think, you know, we had

15 some of this discussion a couple days ago

16 in the WPP.  By definition, the model

17 could be potentially -- and I don't know,

18 because I don't see the model -- in the

19 WPP model, that, by definition, the legacy

20 unit has to be on line.  But, again, we're

21 not competing directly with that long --

22 lead start-up time for the legacy units.

23 And so these are just some of the -- I

24 would say just limitations of the WPP.

25           We have made offers to EMO
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1 outside of the WPP to allow for more

2 flexibility and will continue to do that.

3 But in terms of the active market of the

4 WPP, where economics are evaluated along

5 with transmission, these are some of the

6 constraints and strictures of that.

7      MR. SHARER:

8           Hey, Tina?  Can you go over how

9 heat rates are bid into the WPP and kind

10 of how that (inaudible) with the off-peak

11 schedules?

12      MS. LEE:

13           In the WPP, there are three

14 different approaches for heat rate.  One

15 is the average heat rate.  Another one is

16 polynomial and then incremental.  And I

17 think, you know, from our experience,

18 we've only typically done on the

19 incremental side.  And, really, you know,

20 we're going to bid in the heat rate at

21 different levels of our dispatch levels

22 for AGC.  And, again, you know, we're --

23 we're having to build in our margin either

24 into the heat rate or the start charge.

25 And because -- and maybe, you know, if we
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1 were to operate on the off-peak period, as

2 well, it may be a different number,

3 because now we're assuming that we're

4 going to spread it out.  But, again, there

5 are different variables, as John

6 mentioned, that there are minimum hours

7 you have to run, maximum hours you have to

8 run.  And we have to make some contingency

9 to say, if they only take the minimum of

10 everything, I have to be able to recover

11 my costs through that and some margin.

12      MR. LOUDENSLAGER:

13           Sam Loudenslager.  When you say,

14 "structural limitation" -- when you say,

15 "structural limitation," I want to clearly

16 understand.  Are we talking about problems

17 with the model itself, with the software,

18 or something else?

19      MS. LEE:

20           I don't know if it's a

21 limitation of a model, but this is --

22 these are the -- these are the limitations

23 on what I can provide in my proposal.

24      MR. LOUDENSLAGER:

25           Right.  And what I'm really
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1 trying to get at is, why, why there are

2 limitations on what you guys can offer in

3 like that?  And I'm just showing my

4 ignorance.  I don't know enough about the

5 WPP.

6      MS. LEE:

7           I think in some of the

8 discussions in the lead up of the

9 development of the WPP, you know, I don't

10 recall that there was much discussion in

11 terms of, you know, what we -- what the

12 proposal would look like.  We certainly

13 did give some feedback.  It may be a

14 function of limitation of the model.

15 Again, I don't know.

16      MR. LOUDENSLAGER:

17           Okay.  Thank you.

18      MS. LEE:

19           Any other questions?  Okay.

20 I'll --

21      MR. GREFFE:

22           Just to follow up on that --

23 and, for example, you mention up here no

24 multiple configurations.  Can you make

25 separate bids?  I mean, can you bid one
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1 configuration and then make another bid

2 with a different configuration, or is that

3 somehow...

4      MS. LEE:

5           In theory, I think what you're

6 asking is, for my 2-by-1, if I could put

7 in a 1-by-1 configuration and then a

8 2-by-1 configuration?

9      MR. GREFFE:

10           Could you have separate bids?

11      MS. LEE:

12           Separate bids?  No.  I cannot do

13 that, because I cannot bid in the same

14 megawatts.  I can only bid in different

15 megawatts.  What I could do is put in two

16 1-by-1 proposals, but then it doesn't

17 capture the efficiency of running on a

18 2-by-1 basis.

19      MR. LOUDENSLAGER:

20           Are you going to be in Little

21 Rock next week?

22      MS. LEE:

23           Yes.

24      MR. LOUDENSLAGER:

25           Okay.  Good.  Thank you.
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1      MR. PRESLEY:

2           Was that worth standing up for?

3      MR. LOUDENSLAGER:

4           Right.

5      MS. LEE:

6           All right.  Let me turn it back

7 over to Michael Sparks to close out our

8 presentation.  Thank you.

9      MR. SPARKS:

10           Go to the next slide, please.

11           All right.  I think when you

12 kind of step back and you look at the

13 system here at Entergy and what are the

14 options that they have, the tools they

15 have in their box with the obligations

16 that they have, the requirements that they

17 have and all of the restrictions around

18 them -- when you kind of step back and you

19 look at this, you just have to ask

20 yourself a couple questions.  I mean, when

21 we make our, you know, statements and,

22 gee, there seems to be some place for us

23 to fit into this system to provide an

24 economic resource.  If the units obviously

25 are running 2 or 3 percent of the time,
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1 clearly, I mean, that's not where we are

2 going to be able to compete.  They're just

3 sitting out there to provide a resource

4 into the marketplace.

5           But you have to ask yourself, in

6 this bottom half, this bottom segment, is

7 there some place in here for the combined

8 cycle resources?  You know, we've talked a

9 little bit --

10           You can go to the next slide.

11           We talked a little bit about the

12 math going back and forth here and the

13 different examples.  Tina mentioned the

14 polynomial.  I didn't even know what that

15 was.  The way I look at this is -- it's

16 real simple -- it's fixed cost versus

17 variable cost.  And we have a fixed cost,

18 they have a fixed cost, and they have a

19 different variable cost than we have.

20 We're at 6,000/7,000 incremental heat

21 rate.  They're at 10 to 15 heat rate,

22 given their units.

23           So in John's example, he can put

24 on his unit at $37,000 a day for fuel.

25 That equates, by his math, to 275 a kW
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1 month.  I thought it was 246 a kW month,

2 but what's a quarter among friends, so...

3 You know, it's a fixed cost that's out

4 there.  And what we have to compete for is

5 to offset our fixed costs with the savings

6 in the variable costs, and that's just the

7 way it is.  We have to make those

8 economics work, and it doesn't really get

9 any more complicated than that.  The

10 drivers that are going to make those

11 things break even or put one on top of the

12 other is gas price and capacity factor

13 that we're talking about.  As I talked

14 about on the previous slide, if we're

15 competing for 5 percent capacity factor

16 unit, we're never going to be competitive.

17           But the other thing is, is that

18 you can get almost to a point with gas

19 price where you can say, God, your

20 variable cost savings is so low now, it

21 doesn't really matter anymore.  It's --

22 your benefits are more and more minimal.

23 But one thing to keep in mind in the

24 southeast, and we saw this last year, and

25 I think we'll continue to see it in
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1 summer, is that as gas drives down farther

2 and farther down, you could actually see

3 the stack flip a little bit.  You can see

4 gas displace coal.  And no state secret,

5 combined cycles were built and designed to

6 run as base load facilities when gas was

7 two dollars.  So, I mean, you could

8 actually see that original paradigm starts

9 to evolve there, because these actually

10 become base load units.  And then -- so

11 it's not just gas on gas.  It's something

12 that you always have to be cognizant of,

13 about the variable cost and how we

14 structured this.

15           The key here is, I go through

16 all those units and I understand why

17 Entergy does what they do to deal with the

18 variability they have every day, but when

19 you look at all that, one thing that is

20 going to give them some more options and

21 improve their options is transmission

22 capacity.  If they've got to point to a

23 unit and say that's an RMR unit or if it's

24 system stability or integrity or things

25 like that, then that limits their
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1 flexibility on how they can price deals,

2 how they can choose through different

3 options.

4           So if you go to the next slide,

5 I just kind of want to wrap up a little

6 bit here.  You kind of have two choices

7 here.  The math is the math; it's going to

8 work out.  We'll either be competitive or

9 we won't based on gas price capacity

10 factors.

11           And so you can -- you can keep

12 the tools that they have in place right

13 now, the status quo.  But when you do

14 that, what you put on the ratepayer now --

15 and this is no fault of anyone.  It's just

16 the design of the regulatory process and

17 the regulatory paradigm we're in -- is

18 that all that risk is on the ratepayer

19 now.  Gas prices goes up, capacity factors

20 go up.  Something happens.  All goes to

21 the fuel costs.  That's not any

22 Machiavellian plan.  That's just the way

23 it works.  And if you build transmission,

24 what you do is you open optionality and

25 explore other options, and you mitigate a
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1 lot of your fuel risk.  You could even

2 potentially displace some coal and

3 eliminate some of the load pocket issues.

4 We've got all these policy discussions

5 that are coming out of Washington right

6 now, Kerry and --

7      MR. PRESLEY:

8           Lieberman.

9      MR. SPARKS:

10           -- Lieberman following their

11 bill and waiting on Graham to come around.

12 I mean, that's going to go forward.  We

13 don't know what's going to come out of

14 that.  There's a lot of issues with coal

15 waste right now, for the ash waste and the

16 ash disposal.  That could even be deemed a

17 hazardous waste product now.  So, I mean,

18 there's a lot of things happening on the

19 horizon that are going to have a lot of

20 variability in sort of the status quo and

21 how we perceive the market.

22           One quick -- not quick, but one

23 obvious option for you, if you look at

24 transmission expansion and increase the

25 capability of transmission, that gives you
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1 options to deal with all the resources

2 that you've got to deal with and all the

3 demands that you try to deal with.  You

4 have to integrate more renewables, get

5 into a broader footprint.  When the wind

6 comes on, ERCOT -- we deal with

7 8,000 megawatts of wind in ERCOT, and they

8 deal with it every day because they have a

9 robust transmission system, and it has

10 served its purpose.  It's pushed down

11 wholesale prices.  It was 90 degrees last

12 week in Texas, and all peak prices at

13 ERCOT were clearing at $27, so that's

14 because of wind.  It was howling out in

15 west Texas; beat everything down.  I don't

16 personally like that, but that's just the

17 way it is.

18           You know, so what do we need to

19 do and where do we need to go from here?

20 I empathize with Entergy.  They have a set

21 of tools and they have a set of

22 obligations to work through that.  I think

23 you've got to look forward and look over

24 the horizon.  That's y'all's role as

25 regulators here.  We're battling
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1 day-to-day, arguing over math.  What's

2 happening in the next five, ten years and

3 what pieces need to be put in place to

4 manage all those variable issues that are

5 coming down the road?  Entergy has got to

6 have some regulatory certainty.  Their

7 shareholders can't take all this risk.

8 WPPs are -- or excuse me -- IPPs are

9 certainly in a risk profile, as well.

10 But, I mean, I think you've got to move

11 forward on the certainty that provides a

12 mechanism and a vehicle for future

13 transmission of the SPP.

14      MR. LOUDENSLAGER:

15           Michael, can you talk a little

16 bit about specifically what you're

17 suggesting in those last two bullets?

18      MR. SPARKS:

19           Well, I think -- and this is my

20 interpretation of some of the discussions

21 I've heard in the past, and as we've

22 talked through some of these issues here

23 in these forums and others, is that

24 Entergy is meeting their reliability

25 obligations, and that's their threshold.
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1 We push a lot of times on economics.  Are

2 there other things we can do -- we can get

3 into debates about cost/benefit studies

4 for transmission expansion plans and

5 whether or not they're appropriate, the

6 cost allocation of that.  Those are all

7 legitimate concerns from all parties.  We

8 need some clarity to move forward on that,

9 because no one is going to want to invest

10 in anything where they are at risk or

11 their shareholders are at risk.  You can't

12 push that off on just one particular

13 entity.  And, you know, even to some

14 extent, when Entergy tries to move forward

15 on certain things and hedge risk, they're

16 still exposed on a regulatory look-back,

17 and they've got to have some regulatory

18 assurance whenever they do move out into

19 the horizon and do invest with an effort

20 to mitigate ratepayer risk.  There's got

21 to be some consensus and agreement among

22 regulators that that was a legitimate move

23 and that investment was warranted for that

24 reason, to mitigate risk.  So that's kind

25 of what I'm thinking about.
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1      MR. LOUDENSLAGER:

2           Thanks.

3      MR. SPARKS:

4           That's it.

5      PRESIDENT SUSKIE:

6           All right.  Thank you.  Entergy

7 for the rebuttal.  Let the debate begin.

8      MR. SCHNITZER:

9           I'm happy to sit here and talk

10 for a few minutes, --

11      PRESIDENT SUSKIE:

12           Sure.

13      MR. SCHNITZER:

14           -- whatever course you'd like.

15 But I think -- Michael Schnitzer.  John

16 and I, I think, are going to -- are going

17 to split this.  I'm going to give just a

18 quick response to David's presentations,

19 and John is going to respond to the IPP

20 presentation.  And I'll -- I don't need

21 the slides here.  I'm trying to respect

22 the ground rules, but happy to go into any

23 of this in more detail, but will try and

24 be brief.

25           The first thing is, I think we
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1 appear to agree on two things, that QF

2 output is a variable and not easy to

3 predict, and that the prudent operator

4 plans for the worst case.  I mean, I think

5 there's no disagreement as I read --

6 listened to David and what Entergy has

7 been saying.  We have some disagreements,

8 too.  And the -- in terms of today's

9 discussion, I think the one that's most

10 significant is the contention that

11 transmission constraints aggravate the QF

12 variability, that point that he was

13 making, and we don't agree with that.

14           I think it was clear from the

15 conversation that the underlying issue for

16 the QFs, and fair enough, is a commercial

17 one, you know.  They can always get the

18 avoided cost, but if there's a higher

19 price somewhere else, they'd rather get

20 that.  And they need transmission to get

21 that higher price, and they would like as

22 much transmission as possible so that any

23 time there was a higher price, they could

24 go get it.  And I understand that as a

25 commercial objective for the QFs.  I don't
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1 understand why that should be an Entergy

2 or a retail regulator objective.

3           You know, Commissioner Fields,

4 to your point -- these QFs are running

5 flat out.  David basically said that, you

6 know, they need the steam, and so they run

7 pretty much.  The question is, who gets

8 the benefit of the power?  And, you know,

9 building transmission to export it to

10 somebody else so that they can get a

11 higher -- have the opportunity to get a

12 higher price somewhere else won't result

13 in the units running any more.  It will

14 just result in different commercial

15 results for them and for the retail

16 customers.

17           So we just -- I think we have a

18 different interpretation of what's going

19 on there, but the fact is that they have

20 the right to either put the power to

21 Entergy or to sell it somewhere else where

22 they can find a higher price.  And,

23 fortunately or unfortunately, depending on

24 which side you're on here, now and again

25 they find that opportunity.  There is
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1 transmission, and there is a higher price,

2 and they do make that sale, and John has

3 to deal with the consequences of that, and

4 he has to plan to be in a position to deal

5 with the consequences of that.

6           So that would be our diagnosis

7 of the situation.  It's not a -- it's not

8 a transmission-caused problem; it's the

9 fact that they have this option to put or

10 to sell somewhere else, and that the

11 company has to continue to plan for

12 whichever way they might exercise that

13 option.

14      MR. HURSTELL:

15           We're willing to work with them.

16      MR. SCHNITZER:

17           So that's kind of a point of

18 disagreement.  Then they're basically

19 discounting the Texas one, which we won't

20 talk about.  There were two options, I

21 think, basically that were put forward.

22 On that one -- we agreed not to talk about

23 that one.

24      SECRETARY ANDERSON:

25           I can step out.
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1      MR. SCHNITZER:

2           No, no.  We'll read this

3 transcript and all the rest, so it's

4 probably best that we not.

5           So there's two options that were

6 put on the table:  Number one is build

7 more transmission so that they can sell

8 more of their power somewhere else, and

9 John won't have that variability stuff to

10 deal with.  And the second is the pilot

11 program that was -- that was discussed a

12 little bit at the end.  And I think that,

13 on a preliminary -- as John just reminded

14 me to say, as I said earlier, you know,

15 we're willing certainly to work on such

16 proposals.  But our preliminary view is

17 that either of those approaches are going

18 to increase costs, not decrease costs, for

19 different reasons.  The first, I have

20 touched on.  More transmission to allow

21 them to more frequently arbitrize

22 off-system to a higher price is not

23 something that we understand, how would --

24 how it would benefit the Entergy retail

25 customers.
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1           The pilot program is basically

2 being paid a premium to avoided cost for

3 this nonbinding schedule.  And so, there

4 again, the schedule is nonbinding, and the

5 penalty for -- ultimately, for

6 noncompliance is you just get avoided

7 cost.  And one of the options -- one of

8 the possible reasons for noncompliance,

9 for not meeting the schedule, is the same;

10 I found a better commercial opportunity

11 somewhere else, then I make more money --

12 the money I make there is more than

13 forfeiting the premium that you otherwise

14 promised me.

15           So I think, at first blush, John

16 is back in the same place he is today,

17 which is, yeah, he has this schedule, he's

18 obliged to pay some more on an expected

19 basis, but the worst case is still the

20 same worst case, you know, that,

21 commercially, if they have an opportunity

22 that pops up that they can get

23 transmission for, they still have the

24 right to do that, and his only option is

25 to only pay them avoided costs, but to
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1 still cover the short.

2           So maybe we're misunderstanding.

3 We're happy to kind of pursue that and

4 work with it.  But at first blush, it's

5 not clear to us how that actually would

6 allow John to commit less flexible

7 capability.

8           The last thing I wanted to say

9 was that there's a third option that we'd

10 like to kind of put on the table, which I

11 think is also acknowledged in David's

12 presentation -- is that this additional

13 flexible capability that has to be

14 available is a cost and does have an

15 associated cost, and whoever is eligible

16 to use, there's a -- you know, there's a

17 cost to that.  And that cost is not

18 currently reflected in the avoided cost

19 calculation.  So third -- a third option

20 that we would put on the table would be to

21 modify the avoided cost calculation to

22 provide for a reduction to reflect the

23 fact that there are these other costs that

24 are not presently -- that are borne by

25 other customers that are not currently
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1 represented in the avoided cost

2 calculation.  So we're happy to work to

3 better understand these options.

4      PRESIDENT SUSKIE:

5           I'm sure you really like that

6 idea.

7      MR. SCHNITZER:

8           Right.  For completeness.  And I

9 think, you know, given the acknowledgment

10 that I think is now uniform, that there

11 are costs of flexible capability that are

12 not reflected in the avoided cost

13 calculation, certainly another option

14 would be to try and better reflect those

15 costs in the avoided cost calculation.

16           So that's, I think, the --

17 that's the highlights.  I'm happy to go

18 into more detail on any of that here or in

19 other forums.

20      PRESIDENT SUSKIE:

21           Sure.

22      MR. SCHNITZER:

23           We're willing to work on these

24 ideas.

25      PRESIDENT SUSKIE:
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1           I've got a question for you.  Of

2 course, it goes back to why we all got a

3 forum -- transmission.  If more

4 transmission is built, and it just happens

5 to be a by-product that the QFs have more

6 people to sell to, that's just a benefit

7 of more transmission.  And you can get

8 into who pays and who does that, but

9 that's the key thing that I sense is

10 missing from Entergy, the benefits of

11 transmission.  And if it just so happens

12 there's a new four-lane highway, and,

13 therefore, the businessman down the road

14 makes more money because more stop at his,

15 you know, gas station, it's just part of

16 the way it works.  And it's just

17 interesting to me that, again, Entergy's

18 statement, well, transmission just means

19 somebody else benefits.  That's a part of

20 having a robust system.

21      MR. SCHNITZER:

22           Well, two responses, if I might,

23 Mr. Chairman.  Heretofore, we have been

24 talking about transmission investments

25 which have the principal objective of
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1 increasing deliverability of generation to

2 Entergy retail load, be it operating

3 guides, RMRs, TLRs, you know, wind,

4 whatever.  They all are of the character

5 of can we do a better job of reducing

6 total cost -- production costs and

7 transmission costs -- by improving the

8 deliverability to the load.  The --

9      PRESIDENT SUSKIE:

10           And reliability, but it's hard

11 to measure.

12      MR. SCHNITZER:

13           So -- and we're fine with that

14 and all the studies that have been talked

15 about, the studies the company had been

16 done.  That is a proper part of planning

17 by the company and for the E-RSC to be

18 comfortable with.

19           This particular issue here is

20 transmission to get out of the system.

21 Maybe there's overlap.  But if you look

22 typically at the kinds of constraints that

23 come one way, they're not necessarily the

24 same constraints that go the other way.

25 So if implicit in your statement is that
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1 when you do the former, you're going to

2 get the latter, if that turns out to be

3 the case, fine.  All I was saying is that

4 having a separate objective to build

5 transmission to help people get power out

6 is different than everything else that

7 we've been talking about.

8      PRESIDENT SUSKIE:

9           But also that transmission can

10 help bring power in.

11      MR. SCHNITZER:

12           Well, that's what I'm saying.

13 It's not always the same.

14      PRESIDENT SUSKIE:

15           Yeah.

16      MR. SCHNITZER:

17           They are not precipitative, that

18 the transmission that's going to help you

19 get more power in is not necessarily the

20 transmission that's also going to help you

21 get more power out.  So that -- and if

22 they are, that's fine; then what you said

23 is correct.

24           The second point I wanted to

25 make was -- and I meant to make it
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1 earlier -- you now remind me.  Thank you.

2 You know, you had asked about how QFs get

3 treated in other markets, in organized

4 markets, in particular.  And there, what

5 the QF is entitled to get is the noble

6 price at their bus.  There's no obligation

7 in ERCOT if they did this, or in PJM or

8 MISO, to provide transmission for that QF

9 to be able to get the noble price

10 somewhere else.  That's not part of the

11 deal.  And that's effectively what is

12 being complained about here, is that they

13 don't have enough opportunity to get a

14 noble price somewhere distant from them

15 that might be better by transmission.  And

16 that's not -- that's not an objective or a

17 goal in any organized market that I'm

18 aware of.

19      PRESIDENT SUSKIE:

20           Jimmy?

21      VICE-PRESIDENT FIELD:

22           Let me just comment, Michael.

23 My thought was -- and I don't understand

24 the proposal completely, but my thought

25 was that it might be willing to give a
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1 commitment and a more definite scheduling

2 to lessen John's requirements for

3 flexibility and, in exchange, as a

4 regulator, I would look at that and say,

5 hey, is that worth more than avoided cost?

6 And whether that form that he proposed is

7 valid or not, I don't know, but we would

8 accomplish -- we'd be using more efficient

9 energy and possibly lessen the need to run

10 the legacy units.

11      MR. PRESLEY:

12           And lessen the uncertainty.

13      MR. SCHNITZER:

14           Yes.  And I --

15      VICE-PRESIDENT FIELD:

16           So I don't expect to give them

17 more and then they still have a complete

18 option.  It was my understanding that they

19 would be willing to make some more

20 commitments so that John could rely on and

21 lessen the flexibility requirements that

22 the system presently has.

23      MR. SCHNITZER:

24           The concept that you describe is

25 one that we're happy to pursue.  But
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1 unless I misunderstood, this pilot

2 proposal, it was nonbinding.  So they

3 would give John a schedule, which they

4 were not committed to, and all that was at

5 issue was how much of the premium they

6 would get paid.  But they had the right to

7 still --

8      VICE-PRESIDENT FIELD:

9           Well, that's just a proposal.

10 That's why y'all are going to talk and --

11      MR. SCHNITZER:

12           You are exactly right, sir.  And

13 that's why I'm saying we're willing to

14 work, but our preliminary reaction is that

15 that nonbinding part is a bit of a

16 problem.  That's all I was --

17      VICE-PRESIDENT FIELD:

18           That might get eliminated

19 somewhere along the way.

20      MR. SCHNITZER:

21           Well, we would look forward to

22 that.  Okay.

23      MR. CHESHIRE:

24           And if I could, Michael, first,

25 I think you grossly mischaracterized what
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1 we said about cost-effective transmission.

2 What we said is cost-effective

3 transmission expansions for proved

4 economics and reliability for all

5 consumers.  We didn't say build a new

6 transmission line into my cogen plant.  So

7 I think you grossly mischaracterized what

8 was said.  Your proposal to further lower

9 the avoided cost by taking all the reasons

10 you need flexible generation and debit the

11 avoided cost is going -- you're going to

12 discourage cogeneration.  You're going in

13 the exact opposite direction as the rest

14 of the nation.  And the third thing is,

15 our proposal on the avoided cost has a

16 built-in incentive for us to deliver to

17 our prediction.  If we don't deliver,

18 there's no incentive.  So I -- we need to

19 be accurate.

20      MR. SCHNITZER:

21           Well, and I -- just a quick

22 response to those.  The -- on the first

23 point, I certainly didn't mean to grossly

24 mischaracterize anything.  But on page 8,

25 you observed that the paths to other
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1 customers are frequently blocked.  Those

2 are paths out, just to be clear.  Those

3 are paths out.  You said they were

4 frequently blocked.  They're paths out,

5 and that contributes to the additional

6 variability.  So if that problem is to be

7 addressed, the only way to address it is

8 if paths out are unblocked.  So I think we

9 may have different words and emphasis, but

10 I think the point is the -- is the same

11 there.

12      MR. CHESHIRE:

13           I think Commissioner Suskie

14 characterized it properly.  We're putting

15 in transmission expansions that benefit

16 everyone, and if I happen to be in the

17 right point, wonderful.

18      MR. SCHNITZER:

19           That's fine, and we certainly

20 accept that.

21      SECRETARY ANDERSON:

22           Can I ask a question?  Because

23 this is actually a good lead-in to a

24 question I was going to ask the

25 participants, and it's really addressed to



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 307

1 the -- it can be to QFs, too, or it can be

2 the -- normally, nobody accuses me of

3 being -- or the merchants.  But one of the

4 principal things that got us started in

5 all this about transmission is that, under

6 the current OATT, that participant funding

7 resulted in essentially no transmission

8 being built.  Last week, in some

9 conversations with some of the parties, it

10 became clear that what was being argued is

11 that if you just did away with it, you go

12 to pro forma, and so anybody requests,

13 anything gets built.  But I reflected upon

14 that, and I don't think any of my

15 colleagues were thinking this nor -- and I

16 want to get to some comments from QFs and

17 IPP -- and the merchants.  What -- I have

18 always assumed that any replacement for

19 participant funding would include

20 necessarily a cost/benefit analysis as to

21 particular projects.

22           In other words, we're not

23 talking about repealing the participant

24 funding for supplemental projects and

25 replacing it with nothing, with



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 308

1 complete -- if I want it, you've got to

2 build it.  Is that -- is that fair?  I

3 mean, I'm -- and that's what I pick up

4 from you all, that anything we replace

5 participant funding with would necessarily

6 have to have a component of a cost/benefit

7 analysis done, presumably, by an

8 independent third party, like the ICT or

9 what is done now in SPP, or in ERCOT, and

10 that the issue is not whether we should do

11 it necessarily, but what the criteria are

12 with respect to that cost/benefit

13 analysis; who does the studies, is the

14 criteria agreed on in advance by the

15 stakeholders, like we do in ERCOT, using

16 the six-year recovery analysis; or whether

17 it's done what appears to be more

18 subjectively, but still independently in

19 SPP as to the benefits.

20           This is probably a little

21 unfair, but would any of the merchants or

22 QFs respond -- like to respond to me

23 today?

24      MR. CHESHIRE:

25           I'll provide a personal opinion.
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1 I believe that transmission expansions

2 need to be justified.  They are major

3 costs that are going to be used for the

4 next 40, 50, 60 years.  They're going to

5 provide improved reliability.  They're

6 going to allow for load growth.  They're

7 going to give you operating flexibility

8 when something goes wrong.  You lose a

9 transmission line, you lose a generator,

10 it allows you to optimize your economics.

11 There are all these benefits that will be

12 shared by a wide range of people over 40

13 to 60 years.  And so when the E-RSC

14 addresses proper cost allocation, then I

15 think that's the time to say you do try to

16 slate the share of the cost to the share

17 of the benefits.  But there are many kinds

18 of benefits.

19      SECRETARY ANDERSON:

20           And I recognize that, but I

21 guess -- let me phrase it this way:  Is

22 anybody, other than, obviously -- if you

23 could get it, it would be great.  But,

24 realistically, does anybody expect

25 participant funding to be replaced by
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1 just, if we want it, you've got to build

2 it, no matter what the cost?  I mean, is

3 there any merchant who wants to stand up

4 and say, oh, yeah, that's exactly what

5 we've been seeing?

6           Because I get the impression

7 that Entergy is -- I understand the

8 concern about that you -- what is it that

9 is going to replace the participant

10 funding.  But I certainly have never

11 assumed or even understood it to be

12 replaced with, if we want it, you must

13 build it, no matter what the cost, no

14 matter what the benefit, and our

15 ratepayers have to pay.

16           Anybody like to respond among

17 the merchants?

18      PRESIDENT SUSKIE:

19           No merchant is going to jump up

20 and say, I'm going to pay for it all

21 myself.

22      SECRETARY ANDERSON:

23           Well, --

24      PRESIDENT SUSKIE:

25           Yeah.  Jennifer back there.
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1      SECRETARY ANDERSON:

2           Jennifer, are you back there?

3      MS. VOSBURG:

4           I'm here.

5      SECRETARY ANDERSON:

6           Okay.  Good.

7      MS. VOSBURG:

8           Commissioner Anderson, I think

9 you're correct.  You know, on behalf of

10 NRG, we don't fully expect that, you know,

11 if you want it, you'll get it.  I mean, we

12 don't do that with our kids, let alone

13 with the utilities.  There are cost

14 allocation issues, and you hit on a key

15 point.  And I think what you described is

16 exactly what we're thinking is going to be

17 the process going forward or should be the

18 process going forward.  I think you summed

19 it up perfectly, sir.

20      MR. TAYLOR:

21           William Taylor with Calpine.

22 And just to echo what Jennifer said,

23 there's not going to be anyone from

24 Calpine who is going to stand up and say

25 that, if the participant funding goes
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1 away, then we just get whatever we want.

2 I think the questions that Mr. Anderson

3 asked were the appropriate questions.  And

4 we can talk about cost allocation and

5 other issues, but, fundamentally, you

6 can't expect anyone to build a

7 transmission system that cannot be

8 justified.  But I think that was a part of

9 the presentation that was made on behalf

10 of the (inaudible) to, in fact, show there

11 is some opportunity out there, and that's

12 a part of what that E-RSC process is

13 about, is identifying those possibilities

14 and finding ways to move on those.

15      SECRETARY ANDERSON:

16           Okay.  Because I just wanted to

17 put -- go ahead.  I'm sorry.  I'm not

18 trying to -- because I wanted to put that

19 issue to bed so I don't hear it again

20 from --

21      MR. PRESLEY:

22           Not just to say that it's not

23 just justified, but also that there's not

24 this pie in the sky idea that leaves --

25 that there's not going to be some form of
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1 funding, I mean, from outside of Entergy,

2 the ratepayers.  I mean, to what varying

3 degree can be debated.

4      SECRETARY ANDERSON:

5           Yeah.

6      MR. PRESLEY:

7           But not the idea that it's all

8 just carte blanche, whatever you want,

9 we'll build it, at no cost to the person

10 requesting service.

11      MS. DESPEAUX:

12           And I would just like to

13 respond.  This is Kim Despeaux.

14      SECRETARY ANDERSON:

15           Well, let me finish, Kim.

16      MS. DESPEAUX:

17           I'm sorry.

18      SECRETARY ANDERSON:

19           This is important, because I

20 have never assumed that that's what we

21 were talking about or that anybody here

22 was talking about.  It has been raised to

23 me, and I just want to put that to bed so

24 we can move on off whether participant

25 funding works or not to -- when we get to
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1 it.  It's not time yet to necessarily pick

2 it up, but when we do, whatever we decide,

3 whatever we conclude in terms of

4 allocating the cost, it will presuppose a

5 cost/benefit analysis being done.  And if

6 it doesn't -- if the benefits don't exceed

7 the costs, you don't do it, whoever pays

8 for it.

9      PRESIDENT SUSKIE:

10           Kim?

11      SECRETARY ANDERSON:

12           Okay.  I'm sorry, Kim.

13      MS. DESPEAUX:

14           That's all right.  I didn't mean

15 to interrupt you.  I just wanted to make

16 the point that, at the time that we were

17 proposing participant funding, our other

18 alternative -- had we not implemented

19 participant funding, network customers

20 could have requested upgrades to make

21 their resources deliverable, and those --

22 we would had to build them, and they would

23 have been rolled into rates.  And so I

24 just want to make the point that it wasn't

25 a pie in the sky kind of concern.  I mean,
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1 it was a legitimate concern that we were

2 trying to address and that -- at the time,

3 and I understand your views have maybe

4 changed, that it was a concern that all of

5 our retail regulators also shared, because

6 the alternative was that transmission --

7 we could be required to build it, and it

8 would just be rolled -- with no

9 cost/benefit assessment, and it would just

10 be rolled into rates, and our customers

11 would pick up the lion's share of those

12 costs.  And so I am glad --

13      SECRETARY ANDERSON:

14           I understand.  I understand.

15 But, at least, since I -- and since day

16 one on this committee, I'm assuming we're

17 not dealing with what was done 10, 15, 20

18 years ago, whenever it was done.  We're

19 dealing with the fallout from the

20 either/or.  And so, going forward, rather

21 than arguing over what was to why it was

22 done in the past, we're really looking

23 forward to what is it that we want, how do

24 we solve the drawbacks of the current --

25 the current system, the current OATT, and
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1 that that will include cost/benefit

2 analysis in whatever allocation that we

3 come up with.

4      MR. PRESLEY:

5           And I echo that.  I mean, the

6 other point is, those decisions were made

7 long before this committee got formed.

8 And I've just sensed -- maybe I picked up

9 on it wrong -- a sentiment within Entergy

10 that, oh, any deviation from participant

11 funding would be a giveaway.  And, at

12 least, maybe that's just maybe been a

13 misinterpretation of mine, but that's

14 certainly -- but, thank you, Kim for

15 raising this because it kind of helps get

16 that cloud out of the room, I think, a

17 little bit.

18      MS. DESPEAUX:

19           I'm actually -- I mean, and I'm

20 happy to hear that the other customers do

21 not -- are not proposing to go back to

22 just the rolled-in, where they can just

23 request it and it get built.  And I think

24 that's why we propose the authority, you

25 know, to give you guys the authority when
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1 you determine and do whatever cost/benefit

2 analysis you think appropriate, and that

3 the benefits exceed the cost.  We'll go

4 ahead and --

5      MR. PRESLEY:

6           You may very well have a -- you

7 may very well have a project that will be

8 cost prohibitive because of the current

9 participant funding that, once it went

10 through a cost/benefit analysis, may very

11 well be workable, may very well be in tune

12 with what the merchant wants to do and the

13 cost benefit comes out, and it's kind of a

14 win-win.  But we don't have that today.

15      MS. DESPEAUX:

16           That's right.

17      PRESIDENT SUSKIE:

18           One thing, to Entergy's credit,

19 you have to acknowledge even the Arkansas

20 Commission supported participant funding

21 at the time of the ICT.  Obviously, our

22 experiences in other areas and the ICT,

23 after the four-year experiment or whatever

24 we want to call it -- obviously, you can

25 see -- I think there's definitely a shift



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 318

1 in the philosophy of the Commission.

2 Matter of fact, all three commissioners

3 are different today.

4           One thing that -- and this is

5 just -- it perplexes me.  I had a member

6 of a chamber of commerce in Arkansas spend

7 time with me talking about Entergy.  And I

8 explained to him about how Entergy builds

9 transmission; they get a return on it.

10 And he saw what those return numbers were.

11 He said, boy, I wish I had that in my

12 business.  And he said, well, why won't

13 they build more transmission?  I said, if

14 you could answer that question for me, you

15 would make my life a whole lot easier.

16           So my challenge is -- help me

17 understand why, when we talk about

18 transmission, tends to be, oh, here are

19 all the negatives.  Anything we do,

20 there's negatives in this arena.  But it's

21 like one of those -- I think there's a

22 sense of let's look at finding ways to

23 build transmission that benefit, that

24 aren't just unreasonable, that have the

25 cost benefit.  And I understand you build
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1 a transmission line, you cannot allocate

2 the cost perfectly, and there's external

3 benefits you can't measure.  But that's

4 one of the challenges I have is, every

5 time we talk about building transmission,

6 well, there's some negatives to it, you

7 know.  And, you know, and I just throw

8 that out for...

9      MR. SCHNITZER:

10           I'm sorry.  Just a quick

11 response, which is, you know, I guess I'm

12 personally gratified giving that

13 impression.  I think what we try and

14 communicate is that we agree it's a

15 question of economics.  And it's not like

16 these things haven't been studied before.

17 They can be studied again.  But we're

18 perhaps a little less optimistic that

19 there are all these investments that will

20 prove to be economic.  But they should be

21 studied, and we'll see.  And when they are

22 economic, the company is fine with -- you

23 know, with going forward and building

24 them.  I think what we've been trying to

25 communicate is that, in our understanding,
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1 not all transmission is necessarily

2 economic, and we're not for that.  But

3 where it is economic and the E-RSC

4 determines going forward that it is, we

5 don't have any reservations about that.

6      PRESIDENT SUSKIE:

7           All right.  Tina?

8      MS. LEE:

9           Tina with KGen Power.  And just

10 to really echo what the other merchants

11 have said, is, yes, we would expect to pay

12 our share as long as we can, you know,

13 allocate those costs and so forth.  And

14 one of the items that, you know, I think

15 we've heard before is that we don't want

16 to be in a position to fund base case

17 overload contingencies.  And so when we've

18 done system impact studies a couple of

19 years ago and it comes back that we have

20 to pay 150 million to 200 million upgrade,

21 it's heart-stopping.

22      PRESIDENT SUSKIE:

23           Kristine Smith?

24      MS. TURNER:

25           Just real quick.  I just want to
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1 remind this group that there is another

2 type of transmission service, and that's

3 point-to-point service.  And we buy a

4 tremendous amount of point-to-point

5 service when we can get it, and we pay for

6 that.  And that's -- you're buying

7 transmission service on transmission that

8 exists.  So to the extent that there is

9 more of that type of service available, we

10 will buy more, others will buy more, and

11 that's more money that goes into the

12 transmission pocket.

13      COUNCILWOMAN HEDGE-MORRELL:

14           Can I ask a question?

15      PRESIDENT SUSKIE:

16           Sure.

17           Good question.

18      COUNCILWOMAN HEDGE-MORRELL:

19           I'm sitting here, and I'm new to

20 the game.  My expertise for the last four

21 years has been budget in the City of New

22 Orleans.  So although I sit on the Utility

23 Committee, I'm trying to come up to speed

24 here.

25           But there's something that
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1 really bothers me and I just shared.  When

2 do y'all talk about ratepayers?  When do

3 you talk about the impact on ratepayers?

4 Because when I look at Michoud, the thing

5 that I have to go back and explain to the

6 ratepayers in New Orleans is why are we

7 using such an antiquated system that the

8 fuel adjustment cost exceeds what they're

9 paying for the actual fuel they're using.

10 I mean, you know, and that's something I

11 have to explain every other week when we

12 have council meetings.  So I would hope in

13 your deliberations, while you're worrying

14 about your company's bottom line and

15 you're worrying about your company being

16 able to sell to a third party if you find

17 it more profitable -- you're going to ask

18 ratepayers to help pay for these new

19 lines.  I mean, it's the big gorilla in

20 the room that nobody talks about.  But

21 you're going to ask for ratepayers to pay

22 for part of that, and I'm sure it's going

23 to be a substantial part.

24           And the second thing that I want

25 you to think about is, they're already
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1 paying through their nose to use these

2 antiquated legacy units.  So there's got

3 to be something that you guys can work

4 out.  I mean, these are great brains.  I

5 listen to you, and I look at your

6 presentations, and I'm very impressed.

7 But in the end, I just see you all talking

8 about your bottom line, and nobody is

9 talking about the ratepayer.  And that's

10 important.

11      MR. HURSTELL:

12           Councilwoman, John Hurstell.

13 All the numbers -- when I talked about the

14 cost of our legacy generator costing

15 37,000 and our options were 200,000, every

16 dollar of that was ratepayer dollars, and

17 that's what -- when we talk about our

18 efforts to keep our costs down, it's all

19 ratepayer dollars.  And the point that

20 I've been trying to get across --

21      COUNCILWOMAN HEDGE-MORRELL:

22           But if you look at -- and I

23 don't want to cut you off.  And that

24 sounds really good, but what I look at is

25 when you kick up that Michoud plant, --
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1      MR. HURSTELL:

2           Uh-huh.

3      COUNCILWOMAN HEDGE-MORRELL:

4           -- we're going to pay a

5 substantial amount in the New Orleans area

6 for that energy.  And we're going to pay

7 it in the summer when we have to deal with

8 the heat in New Orleans, which is

9 legendary.  And the fuel adjustment cost

10 on a bill is sometimes triple what the

11 bill itself is.  Now, I can come up to the

12 Baton Rouge area, and they're not

13 experiencing what we're experiencing in

14 New Orleans.

15           So when I listen to all of this,

16 I'm very interested in your bottom line

17 and your cost, but I'm also interested in

18 how do we upgrade so that the citizens in

19 New Orleans are not stuck again and again

20 and again.  So I don't -- you know, it

21 seems like we always get stuck.  We're

22 paying for somebody else to make money,

23 and then we get stuck.  And we're leased

24 after Katrina that that's -- our bottom

25 dollar is, we don't have the capacity
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1 anymore to be the golden goose that keeps

2 paying.  And I would think, in your

3 negotiations, you need to be looking at,

4 if you've got all this generation and you

5 want lines open, there's got to be a

6 guarantee that some of that is going to

7 stay here, that can be used by the

8 citizens of New Orleans.  And that's my

9 bottom line.  That's my bottom line,

10 reducing the cost for the citizens of New

11 Orleans.

12      MR. PRESLEY:

13           And I appreciate, John, what you

14 say, that in your calculation, it shows

15 the ratepayer.  I guess the one thing

16 that, from my perspective, that -- that's

17 one thing to say, but, I mean, at the end

18 of the day, that lower cost for the

19 ratepayers who are captive to Entergy

20 anyway, there's not an incentive or

21 pressure on the company sufficient in a

22 lot of areas because you have a captive

23 customer base to really weight that

24 argument a good bit.  Because, you know,

25 even -- you could -- you could frame an
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1 argument around the results you want it to

2 come to be, but at the end of the day, the

3 ratepayer is captive.  And so -- and maybe

4 I'm not explaining that very well, but I'm

5 trying to say that, from an objective

6 standpoint, I think a regulator could be

7 appropriately skeptical of RMR and the

8 legacy units because it leads to a

9 conclusion that it's beneficial to the

10 company, but we're told in terms of --

11 it's to protect the ratepayers when those

12 ratepayers don't have a choice anyway.

13 And maybe I'm not --

14      MR. HURSTELL:

15           I understand that.

16      CHAIRMAN PRESLEY:

17           But I'm trying to kind of give

18 you my mindset of why, you know, I don't

19 know how much weight -- I mean, you could

20 take any set of circumstances and come up

21 with a conclusion.  When you've got a

22 captive set of consumers, who can't choose

23 for anything else, sometimes -- and not

24 just Entergy; anybody -- I wonder about

25 whether or not these claims about, oh,
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1 we're concerned about our ratepayers are

2 really genuine or not, because, at the end

3 of the day, those people got to have

4 power.  They can't get it from anybody but

5 you.  That's the end of it.  I mean, it's

6 not like they can say, to heck with you;

7 I'm going to go buy it from Mississippi

8 Power.

9      MR. HURSTELL:

10           And I understand exactly what

11 you're saying, but let me point out a

12 couple of things to you to help you

13 understand my understanding.

14      MR. PRESLEY:

15           Let me say this:  And black

16 boxes and no transparency and models that

17 we don't know what are part of the

18 component only lead to higher levels of

19 scrutiny that, I think, rachet up the

20 appropriateness.  I mean, you know, there

21 comes a time as a duty, as a public

22 utility, we need to get into all that.

23      MR. HURSTELL:

24           Let me just point out a couple

25 of things to you.  I assure you, we take
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1 very seriously our role to try and get the

2 customers the lowest cost reasonable power

3 -- lowest cost reasonable power we can

4 consistently, reliability.  And right now,

5 we have a proceeding going on in Texas

6 where they're coming in, looking at all of

7 our fuel and purchase power expenses.  We

8 just finished one in Mississippi.  We'll

9 probably spend anywhere from $2 to

10 $4 billion this year on fuel and purchase

11 power.  And we'll have zero opportunity to

12 earn on that.  We have no chance to make

13 money on that.  The only way we can lose

14 is if we do a poor job, if we don't get

15 those lowest reasonable costs.

16      MR. PRESLEY:

17           But you make money on on-system

18 purchases.

19      MR. HURSTELL:

20           No.  We don't make money on

21 on-system purchases.  We don't make any --

22      MR. PRESLEY:

23           Well, I understand what you're

24 saying, but...

25      PRESIDENT SUSKIE:
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1           I think he's saying --

2      MR. HURSTELL:

3           Well, for example, the Michoud

4 generation, for example.  We'll make the

5 same amount of money on Michoud if it

6 never ran versus if it ran 100 percent of

7 the time.

8      COUNCILWOMAN HEDGE-MORRELL:

9           But the ratepayers, if you run

10 Michoud, are going to pay that fuel

11 adjustment cost.  And for you to sit here

12 and say you're going to make the same

13 amount of money, that's your bottom line

14 for your stockholders.  Okay?  But what I

15 have to look at is that, if there's a

16 cheaper way to get energy for the citizens

17 of New Orleans, then maybe you don't want

18 to do it.

19      MR. HURSTELL:

20           Oh, no, Councilwoman.

21      COUNCILWOMAN HEDGE-MORRELL:

22           Wait, wait.  Now, let me finish.

23 Maybe, for whatever reasons -- for some

24 reason, you guys want to hold on to your

25 legacies.  I don't know why.  But I hope,
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1 by being part of this, I will figure it

2 out, and if I figure it out, then you're

3 going to hear about it in utility

4 meetings.

5           But what I want to know is, why

6 is there such a reluctance -- that's the

7 word I want to use, reluctance -- it's

8 almost a fear of the unknown on the part

9 of Entergy.  And if I'm wrong, then I'm

10 sure you're going to correct me.  But

11 there seems to be this fear of the

12 unknown.  Okay.  You know, it's like, this

13 is what we're comfortable with; we know

14 it's very expensive; we know that the

15 ratepayers have to pick up the expense,

16 but we're comfortable with this; we're not

17 comfortable with building in more

18 transmission and taking more risk.  I

19 don't know why.

20           And, you know, I hope you

21 guys -- I'm sure Rod is going to give me a

22 lesson on it.  But what I will say to you

23 is that ratepayers are getting very smart.

24 And there is a big push in the New Orleans

25 area to go to solar and other things,
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1 because they're getting fed up.  So it

2 behooves you guys who are all here in this

3 room -- great minds -- to figure out how

4 you can continue to provide service to the

5 ratepayer and give it to him at a

6 reasonable -- I'm not saying for free, you

7 know, but at a reasonable cost.  And not

8 kind of like make it to where in the

9 summers, when it's stifling in New

10 Orleans, elderly have to decide do they

11 want to turn a unit on or not.  And then

12 we have other things to deal with.

13           And so while I listen to all of

14 these conversations, and they're very

15 interesting, that's going to always be my

16 bottom line.  What are you going to do to

17 relieve -- and I think that's every

18 commissioner's bottom line.  And I get

19 very frustrated with this bantering back

20 and forth, because I even joked.  I said,

21 okay, here goes the war.  I mean, you

22 know, left side, right side, they don't

23 see the same.

24           I understand you all have

25 stockholders, but the problem -- we ought
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1 to be talking about how we're going to

2 generate affordable energy for ratepayers,

3 and you ought to be able to make money

4 doing that.

5      MR. HURSTELL:

6           And I agree with you.

7      COUNCILWOMAN HEDGE-MORRELL:

8           You ought to be able to make

9 money doing that.

10      MR. HURSTELL:

11           The reason why I am hesitant to

12 give up -- reluctant to give up the legacy

13 generators is because it is the lowest

14 cost option for our ratepayers.  That is

15 the only reason why.  And I just want to

16 point out -- I know you're new to this,

17 and I think it's important to

18 understand --

19      COUNCILWOMAN HEDGE-MORRELL:

20           No.  I sat on Utility.  Some of

21 this is not new to me.

22      MR. HURSTELL:

23           Okay.  I apologize.  But ten

24 years ago, when merchants first started

25 coming in, 40 percent of our energy came
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1 from our legacy units.  Michoud 1 was

2 running a whole lot more.  Michoud 2 was

3 running a whole lot more.  Michoud 3 was

4 running a whole lot more.  As the

5 merchants came in, we saw opportunities to

6 buy cheaper power.  We bought cheaper

7 power.  Michoud 1 never operates.

8 Patterson 4 and 5 -- Patterson 3, 4 and 5

9 aren't even capable of operating anymore.

10 We have done exactly what you wanted us to

11 do.  We have found ways to save money for

12 ratepayers.

13           The problem with -- in New

14 Orleans right now is that there is a huge

15 difference between the cost of Michoud and

16 the next most expensive cost to New

17 Orleans.  Because New Orleans has plenty

18 of coal/nuclear options.  So when Michoud

19 runs, it just sticks out like a sore

20 thumb.  But Michoud is not significantly

21 different than the units that -- like Lake

22 Catherine in Arkansas that runs

23 occasionally, like Sabine 4 in Texas,

24 Nelson 3 and 4 in Louisiana.

25           So I can assure you,
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1 Councilwoman, that we are working to

2 reduce the cost to our customers.  That's

3 why we're here.  That's why we're here.

4 And the only reason why the legacy

5 generators run is because they are a more

6 cost-effective option for our ratepayers.

7      PRESIDENT SUSKIE:

8           And I think one of the

9 challenges -- can we build transmission to

10 make that even cheaper access to the

11 customer?

12      MR. HURSTELL:

13           And I agree with you.  And maybe

14 it's time -- I'd like to -- if you go back

15 to the IPP example with our legacy

16 generators, I just want to point out --

17           One more.  One more.  Yeah, that

18 one.

19           This is our cost.  And I just

20 need to point out one thing:  The 15,000

21 heat rate wouldn't be correct for a unit

22 that's operating at 200 megawatts.  So the

23 cost on this should be about 75,000, so it

24 cuts in half.  So here is an example where

25 one of our legacy generators costs 75,000.
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1 If you go to the next slide, you'll see

2 that two of theirs would cost -- because

3 you need two -- would cost 50,000.  Here

4 is an example where, if we got this bid,

5 and it was compared to that legacy unit,

6 we would take this bid.  And that's what

7 we'd take.

8      PRESIDENT SUSKIE:

9           Does the WPP allow you to get

10 that bid?

11      MR. HURSTELL:

12           Yes.

13      PRESIDENT SUSKIE:

14           With the various impediments?

15      MR. HURSTELL:

16           Yes.  We could get that --

17 there's no problem against us getting that

18 bid.  Now, the problem is, I have a very

19 different opinion than Mr. Baugh as to how

20 frequently we get that bid.  To call that

21 representative of the bids we receive in

22 the WPP is a gross exaggeration.  It is --

23 I can't wait to talk to David afterwards.

24 But I'm not allowed to release their bids.

25 But I can tell you that that is nowhere
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1 near representative of the bids that we

2 receive.  And I will also tell you that

3 one of the most competitive bids we

4 received in the history of the WPP came

5 this week, after we've had these

6 discussions, because I think the merchants

7 are beginning to understand that

8 flexibility is important.

9      MR. PRESLEY:

10           But, Mr. Hurstell, that's a

11 great point.  And that goes a little bit

12 back to what you're saying.  If you're

13 real goal and every time you get up in the

14 morning is to find ways to reduce

15 ratepayers' costs, which I doubt, because

16 I honestly -- I mean, I'm saying I doubt

17 that because of whether -- the approval I

18 gave you earlier about whether there's

19 pressure to do it with a captive audience.

20 But let's talk about that now.  And you

21 say that -- to David that you have a bid

22 in the last week; is that right?

23      PRESIDENT SUSKIE:

24           Yesterday.

25      MR. PRESLEY:
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1           My question to you is, why

2 hadn't you had this conversation with

3 those merchants before we had to put this

4 together?

5      MR. HURSTELL:

6           Commissioner, I'll --

7      CHAIRMAN PRESLEY:

8           And if the blame is on the

9 merchants, let it all shake out, you know.

10 But my point is -- in between all of this

11 high-level infighting or whatever it is,

12 the people are the ones out here taking

13 the hit.  And, you know, I would say

14 there's probably a little bit more burden

15 on you than there is on the merchant to

16 try to come up with a way to save

17 ratepayers money.  So I'm sure you've got

18 a response, by all the heads nodding at

19 your table.

20      MR. HURSTELL:

21           I agree completely.  I agree

22 with you completely that it's my

23 responsibility to get that message out.

24 And I will be happy to send you the dozens

25 of presentations we have given in
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1 Washington, Jackson, New Orleans, The

2 Woodlands, Texas, the workshops we've

3 given since 2003, begging merchants to

4 offer us flexibility.  That has been our

5 message since 2003.

6      MR. PRESLEY:

7           All right.  Does a merchant

8 want -- I think we're on a good point.

9 Does somebody want to respond to that?

10      MR. BAUGH:

11           Yeah.

12      MR. PRESLEY:

13           Because, I mean, I want to walk

14 out of here with a better idea.

15      MR. BAUGH:

16           Okay.  Well, John, to answer

17 your -- the first point there, that was my

18 disclaimer, was that the WPP -- and that's

19 -- this is why Tina came up after me, to

20 kind of explain some of the issues with

21 the WPP, and I'll go into examples of the

22 WPP.  I'll note a specific example.

23           But to say that this is -- I

24 agree with you.  This product is probably

25 not offered every day in the WPP, and this
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1 is my disclaimer, that this product is

2 offered and has been picked up by Entergy

3 in other forums and a lot, and a lot of

4 energy has been -- has been sold to

5 Entergy -- to Entergy with these

6 assumptions.

7      MR. HURSTELL:

8           So just to be clear, when it's

9 offered, we buy it.

10      PRESIDENT SUSKIE:

11           Hold on.  When you say, "other

12 forums," --

13      MR. BAUGH:

14           In some instances, --

15      PRESIDENT SUSKIE:

16           -- does that mean non-WPP?

17      MR. BAUGH:

18           That means -- monthly, that

19 means RFPs --

20      PRESIDENT SUSKIE:

21           As in non-WPP?

22      MR. BAUGH:

23           As in non-WPP, that's correct.

24 But let's get to the WPP, and let's get to

25 this most recent offer.  I mean, the
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1 problem with the WPP, and I'll go into a

2 specific example, is -- let's take --

3 let's take this example, where maybe

4 there's a break between 150 and 250 and

5 300.  Well, that break -- there's a

6 trade-off, so you can -- I can offer 150

7 to 250, which gives me 100 megawatts of

8 flexible capability at a certain ramp

9 rate.  For this particular unit, that ramp

10 rate is much better than the ramp rate

11 between 250 and 300, but WPP is not

12 letting me segregate that out, so I have

13 to offer in my worst case ramp rate in

14 this example.

15           So there's a trade-off there,

16 and I don't know, because I'm -- again, I

17 don't have all of the information.  I have

18 very little information.  I don't know

19 what the trade-off is and what that

20 benefit is, and maybe that goes back to

21 communication.  Maybe that's partly my

22 fault.  But, again, I'm trying to do a

23 flexibility trade-off between different

24 offers.  And I think that's a function of

25 the limitations of the WPP.  But, again,
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1 you know, look at the WPP and look at the

2 results of the WPP, and look at how much

3 load -- how much merchant generation gets

4 picked up.  It's less than 2 percent.  You

5 see?

6      MR. HURSTELL:

7           Yeah.  That's a reflection of

8 the bids.  We would -- we would take more

9 if the bids were attractive.  Let me just

10 point out on this -- I checked with my

11 guys.  We had workshops with merchants on

12 how we were going to develop what was

13 going to be inputted into WPP.  And these

14 guys have checked.  Today is the first day

15 we heard that there was a problem with not

16 having the ability to specify a different

17 ramp rate for a different pricing segment.

18 And they've already started working on

19 what do we need to do in order to give you

20 that flexibility.

21           All right.  So I think -- just

22 like, Commissioner, you said, it's

23 incumbent upon me to get the word out that

24 we want flexibility.  We've been doing it

25 since 2003, so -- but I think when we run
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1 into problems and people say they can't

2 bid, I think it's incumbent upon them to

3 tell us, okay, what do we need to do in

4 order to get --

5      MR. PRESLEY:

6           Let me be clear about that.  I

7 mean, I'm speaking personally, not for the

8 group or for my commission.  But, I mean,

9 I think a goal is just to -- is to make

10 sure we have a fair game.  And I think

11 that if what you're saying is true -- I

12 have no reason to doubt it.  Somebody can

13 rebut it or whatever.  I think all anybody

14 wants is fairness, but fairness in the

15 pursuit of what is in the best interest of

16 the ratepayers.  But fairness also comes

17 with, John, something that, you know --

18 transparency and things in which -- I

19 think we're opening up some of the black

20 boxes.  That is a goal of this.  But, you

21 know, that's a big part of it in building

22 trust, and -- so, anyway, I mean, I want

23 to clarify.  I'm not saying that

24 everything is Entergy's fault.  I feel

25 like, though, that -- you know, that you



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 343

1 have that burden, so I apologize.

2      PRESIDENT SUSKIE:

3           And I will say, I think that's

4 the positive about the E-RSC being formed

5 is we're having this discussion and

6 dialogue and vetting through these issues

7 to make improvements.

8      MS. TURNER:

9           Becky Turner with Entegra.  One

10 of the first presentations or one of the

11 first recommendations that was ever put to

12 the Stakeholder Policy Committee was a

13 significant change to how you could bid

14 into the WPP, and this was before the

15 software was even, you know, nearly

16 complete.  This was probably two or three

17 months into the experiment.  And the

18 suggested change was, let us just give

19 you -- put in a strike price, you know --

20 I don't know -- 50 cents a kW week, and

21 then you can run the unit any way you

22 want; as long as we are capable of it, you

23 just tell us, you give us directions an

24 hour ahead, and we'll move the unit

25 however you want.  We were informed that
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1 that's a form of a capacity payment, and

2 that they don't need capacity, they need

3 energy.  And so this is what we're stuck

4 with.  We can give them flexibility.  We

5 have no reason not to, none.  We're not

6 making a bunch of money -- in fact, Union

7 has never turned a profit, never.

8      MR. SHARER:

9           Andy Sharer with NRG.  We manage

10 the Louisiana Generating System in

11 Louisiana, and we've got about

12 2,100 megawatts of other network customers

13 and a couple things.  There are other --

14 granted, not nearly in the size, but there

15 are other network customers on the Entergy

16 system that would benefit from

17 transmission expansion.  Then in terms of,

18 you know, flexibility, just speaking for

19 ourselves, I mean, we routinely purchase

20 from the merchants on a daily, weekly,

21 monthly basis.  We are always provided

22 with very flexible resources and products

23 that we need and want.  We've never had a

24 problem getting it.  Sometimes what we're

25 willing to pay is not what they're willing
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1 to sell at.  But by and large, you know,

2 we've been pretty satisfied with the

3 flexibility that we've gotten from the

4 merchants.

5      PRESIDENT SUSKIE:

6           Any other --

7           Tina?

8      MS. LEE:

9           Tina Lee with KGen Power.  Just

10 on a couple of items.  When -- in the WPP,

11 when our bid or our proposal does not get

12 selected, I have no feedback.  I don't

13 have any feedback in terms of, you know,

14 what would it have taken economically for

15 my proposal to get selected or if there's

16 a transmission issue.  It's just a no.

17 So, you know, without that, I can't react.

18 And so maybe the next week, I'll drop my

19 price again.  But if I continue to drop my

20 price until it's really at my cost and I

21 still don't get picked up, I don't know

22 what else to do.

23           And then in terms of

24 flexibility, I would say, prior to the

25 WPP, we -- yes, we did hear in the various
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1 workshops the need for flexibility, but

2 there was no mechanism venue for us to

3 provide that.  The only way to offer AGC

4 was to go get network resource

5 interconnection service, or NRIS.  We are

6 an ERIS plant.  When the WPP was launched,

7 we cannot go live, which is the process.

8 Then Entergy developed a mechanism for us

9 to become AGC-enabled so that we could

10 sell to EMO and the other WPP.  We put in

11 a request to become AGC-enabled for both

12 of our plants.  We paid out money to do

13 that.  And it took 18 months for us to get

14 AGC-enabled.  So we heard the message.  We

15 took it upon ourselves to try to offer

16 that flexibility.  And, you know -- and we

17 have participated in the WPP with AGC

18 products.

19      MS. TURNER:

20           I just want to make one more

21 comment.  We're a little bit different

22 than Tina's plan, in that we're a

23 generator-only controlled area, which

24 means that we have to balance, you know,

25 our schedules to what we generate.  So
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1 we're not a burden on the Entergy system

2 in terms of flexibility needs.  But, also,

3 we've been providing AGC service.  We've

4 provided it to other customers on

5 Entergy's system, and we provide it to

6 Entergy today.  And that was at a cost

7 that we had to bear.  And like Tina, it

8 took us, I'd say, 24 months working

9 through Entergy and the transmission

10 business unit to get set up for that.  We

11 are making every effort.  We have no

12 reason not to.

13           And as far as Mr. Hurstell's

14 comment on, you know, he doesn't make

15 money on fuel, well, the fact is, if

16 Michoud runs and gas shoots up to 8 bucks,

17 their shareholders don't take a hit

18 either.  They're neutral.  They have --

19 you know, they have no skin in that game,

20 frankly.

21      PRESIDENT SUSKIE:

22           Who takes that hit?  Ratepayers.

23      MS. TURNER:

24           Ratepayers.

25      COUNCILWOMAN HEDGE-MORRELL:
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1           Ratepayers.

2      MS. TURNER:

3           In Arkansas and in Louisiana.

4      PRESIDENT SUSKIE:

5           Anything else?  Do y'all wish to

6 continue the debate, or we can get out

7 about 35 minutes early?

8           (No response.)

9           Well, again, I appreciate

10 everybody's candor.  I think this shows

11 the positive aspects of E-RSC being

12 formed.  We're having this debate,

13 dialogue, getting to see some of these

14 issues and work to it, and it helps

15 educate the regulators, as well.

16      MR. PRESLEY:

17           And I think the Working Group

18 may be doing this -- Sam, you don't work

19 for me, but, I mean, you seem to be the

20 head man in that bunch.  But these issues

21 that have been raised today about the

22 clarification with WPP's problems and

23 being able to have -- I wish somehow we

24 could laundry list those and weigh that

25 against what Entergy has told us, that
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1 they've been meeting with them or

2 something, so we could see where the lines

3 were blurred or whatever.

4      MR. LOUDENSLAGER:

5           Chairman, I hadn't talked really

6 to the Working Group.  We're going to meet

7 this afternoon and tomorrow morning.  But

8 we'll be meeting with the joint

9 stakeholders -- with all the stakeholders

10 next Tuesday in Little Rock.  And what I'm

11 hoping that we can do is kind of vet the

12 WPP-related issues next week.  That's our

13 plan -- my plan.

14      MR. PRESLEY:

15           Something along the lines of a

16 laundry list of issues that have been

17 identified because you have Entergy saying

18 this, and them -- the other -- IPP saying

19 something else, all of which are

20 indicative of problems with the WPP.

21      MR. LOUDENSLAGER:

22           Right.  Now, I will say this,

23 too, just in full disclosure:  Between now

24 and June 15th, I've got bigger fish that I

25 have to fry.  But this is stuff that we
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1 need to have better information on for the

2 calendar after June -- I said 15th -- I

3 don't even know what day it is -- 13th or

4 14th, something like that.  So we'll get

5 there.

6      PRESIDENT SUSKIE:

7           All right.  Anything further?

8           (No response.)

9           And with that, our next meeting

10 will be June 15th with all four FERC

11 commissioners.  I anticipate there will be

12 more informational briefing of what's

13 happening since Charleston and what we

14 look at going forward in the future.  And

15 I view the 16th being a business meeting,

16 where we discuss -- hopefully, get some of

17 the issues resolved and, hopefully, the

18 Working Group will work with Entergy to

19 find out about the E-RSC authority,

20 whether it's direct or whatever the

21 options are out there and some of those

22 matters.

23           So with that -- of course,

24 that's in Point Clear, Alabama, and let's

25 hope the tide pushes away so we won't have
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1 oily beaches, so...

2      MS. PROFETA:

3           Right.

4      PRESIDENT SUSKIE:

5           With that, thank you, everybody.

6 We're adjourned.

7     (MEETING ADJOURNED AT 11:28 A.M.)

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25



E-RSC MEETING 5/12/2010

www.loricobbreporting.com setdepo@loricobbreporting.com
Phone:225-291-6595 Lori Cobb Reporting, LLC Fax:225-291-6596

Page 352
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2           I, Leslie B. Doyle, Certified

3 Court Reporter (Certificate #93096) and a

4 Registered Diplomate Reporter, as the

5 officer before whom these proceedings were

6 taken, do hereby certify that this E-RSC

7 Meeting proceeded as herein before set

8 forth in the foregoing 351 pages; that

9 these proceedings were reported by me in

10 the stenotype reporting method, and

11 transcribed thereafter by me using

12 computer-aided transcription or under my

13 personal direction and supervision, and

14 that same is a true and correct transcript

15 to the best of my ability and

16 understanding.  I further certify that I

17 am not an attorney or counsel for any of

18 the parties; that I am neither related to

19 nor employed by any attorney or counsel

20 connected with this action; and that I

21 have no financial interest in the outcome

22 of this action.

23           This 27th day of May, 2010.
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